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Financial Highlights'

Dollars in millions, except per-share amounts

2011 2010
Revenues $7,930 $6,638
Income (loss) from continuing operations? 1,078 271
Amounts attributable to The Williams Companies, Inc.:
Income (loss) from continuing operations 803 104
Diluted earnings (loss) per common share:
Income (loss) from continuing operations 1.34 0.17
Total assets at December 31° 16,502 24,972
Short-term notes payable and long-term debt
due within one year at December 31 353 508
Long-term debt at December 31 8,369 8,600
Stockholders’ equity at December 312 1,793 7,288
Cash dividends declared per common share 0.775 0.485

$5,278
346

206

0.35
25,280

17
8,259
8,447

0.44

682 677
528 606
0.90 1.00

26,006 25,061

18 108
7,683 7,579
8,440 6,375

0.43 0.39

' Certain amounts in these financial highlights have been recast as a result of the Dec. 31, 2011, spin-off of WPX Energy, Inc. See Note 1 of

Notes to Consolidated Financial Statements for more information.

2 Income from continuing operations for 2011 includes $271 million of pre-tax early debt retirement costs and 2010 includes $648 million of

pre-tax costs associated with our strategic restructuring transaction in the first quarter of 2010. See Note 4 of Notes to Consolidated Financial

Statements for further discussion of asset sales, impairments and other accruals in 2011, 2010 and 2009.

3 Total assets and stockholders’ equity for 2011 decreased due to the special dividend to spin off our former exploration and production

business. See Note 2 of Notes to Consolidated Financial Statements for further information regarding the spin-off and the dividend.

On the Cover: Williams’ large-scale energy infrastructure spans from

the deepwater Gulf of Mexico to the Canadian oil sands. The Ignacio gas
processing facility, located near Durango, Colo., has a capacity of 450 million
cubic feet per day.

Forward-Looking Statements: Certain matters discussed in this report, except
historical information, include forward-looking statements. Although Williams
believes such statements are based on reasonable assumptions, no assurance
can be given that every objective will be achieved. For more detail, see page 18
of the Form 10-K in the back of this report.
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From left, President and
Chief Executive Officer
Alan Armstrong and
Chairman Frank Maclnnis

Dear fellow Williams shareholders,

This past year was one of strong financial
results and transformative action that
positioned Williams to be a leading supplier
of energy infrastructure to our customers
and growing dividends for our shareholders.

In terms of our financial results, our
infrastructure businesses performed very
well in 2011, generating more than $2 billion
in segment profit. Some of the key drivers
of that success were a 7 percent increase
in stable fee-based revenues and higher
natural gas liquid (NGL) margins.

We also continued to work on expanding
our infrastructure businesses in all of our key
areas, from the deepwater Gulf of Mexico to
the Marcellus Shale to our operations

in Canada.

When we think about the future of

Williams, perhaps the most significant
accomplishment of 2011 was completing
the separation of our exploration and
production business as WPX Energy. The
spinoff transformed Williams into a high-
growth, high-dividend energy infrastructure
company. This was a major accomplishment

that sets the stage for a new, significant era
of growth at Williams.

Our goal with the separation was to create
two distinct, focused companies and
maximize shareholder value. And since the
announcement of the separation in early
2011, we've seen some of that shareholder
value become unlocked; with the combined
value of Williams and proportional WPX
shares as of March 19, 2012, shareholder
value has increased more than 30 percent
despite spot natural gas prices declining
more than 45 percent.

When we look at what has happened in

our industry over the past several years,

we see an incredible amount of growth
opportunities for Williams in both the near
and longer term. Drilling efficiencies and
advances in technology in North America’s
prolific shale plays have continued to lower
the cost to produce natural gas. As a result,
we’ve seen production levels stay relatively
strong despite sustained low natural gas
prices. Although we have recently seen
some operators cut back drilling operations,
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SHAREHOLDER LETTER

“The demand for natural
gas in power generation
is expanding even
more rapidly than we
expected a year ago.
For example, power
generation is the
driver behind about a
third of the volumes
in proposed projects
in development on
Williams Partners’

Transco Pipeline.”

we would continue to expect relatively low

natural gas prices for some time.

Confidence in the industry’s ability to develop
vast supplies of relatively low cost shale gas
is leading to increased demand in many
areas like natural gas-fired power generation,
and production of materials like steel,
petrochemicals and fertilizer. The demand for
natural gas in power generation is expanding
even more rapidly than we expected a year
ago. For example, power generation is the
driver behind about a third of the volumes

in proposed projects in development on
Williams Partners’ Transco pipeline.

The renaissance in the U.S. petrochemical
industry is being driven directly by lower
natural gas prices. The reason is that in
other parts of the world, the feedstock for
petrochemicals are crude oil components.
Here in North America, they can use natural
gas liquid (NGL) feedstock instead which
is much less expensive than their crude
oil-based counterparts. The availability of
abundant, relatively inexpensive feedstock
right here in North America is creating a
boom in petrochemical manufacturing. Of
course, eventually this translates into more
competitive U.S. manufacturing, more jobs
and even an increase in exports.

Now more than ever, there is a growing
urgency for the infrastructure needed to deliver
on the promise of the vast supply of natural
gas in these new shale plays. Many of these
new resources, the Marcellus and Utica shale
for example, are in geographic areas that either
have not been traditional energy-producing
areas, or any infrastructure in place is not
sufficient to meet current and future demand.
Having infrastructure in place that can connect
these vast new supplies of natural gas and
NGLs to growing markets is vital.

Williams is extremely well positioned to help
meet the soaring demand for large-scale
infrastructure. First, producers are going to
be looking for companies they can trust,
and few companies have our long track
record of successfully designing, building
and operating the kind of assets required
to capture the full value of North America’s
energy resources.

We have more than $25 billion in potential
projects identified through 2017. Many of
these projects are capital-intensive, and they
are certainly large-scale. A great example is
our growth in the Marcellus Shale. Williams
Partners has made a number of significant
acquisitions along with organic expansions
to grow our asset base. We're well on our
way to reaching our goal of being the leading
gathering, processing and transportation
solution provider for producers in the
Marcellus Shale:

* We're building a major natural gas supply
hub in northeastern Pennsylvania that is
expected to deliver 3 Bcf/d of Marcellus
production into four interstate gas pipeline
systems

* A new interstate gas pipeline, the
Constitution Pipeline, will connect the
Susquehanna Supply Hub with two other
interstate pipelines in New York

e The recently announced Caiman Eastern
Midstream acquisition gives us a major
footprint in the NGL-rich portion of
the Marcellus Shale in northern West
Virginia, southwestern Pennsylvania and
eastern Ohio. It’s also adjacent to the
NGL-rich area of the Utica Shale, where
we’re currently working on developing
infrastructure for producers
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We also continue to expand our presence
elsewhere, with several large growth projects
under way in the deepwater Gulf of Mexico,
in the western United States as well as
Canada. Our investments in Canada, as well
as the planned expansion of our Geismar
facility in Louisiana are part of our growing
Midstream Canada & Olefins segment. We
noted earlier that the petrochemical industry
is in the midst of a renaissance — these
expansions will help serve that booming
industry. They will also help balance Williams’
NGL commodity exposure, providing

more stable future cash flows. Our unique
operations in Canada, where we process
oil-sands off gas to generate valuable energy
products, also contribute to better air quality
by reducing sulphur emissions and other
greenhouse gases by thousands of tons

per year.

[t's important to understand that with
projects of this size and scope, we have to
take the long view, and we firmly believe
these projects are going to significantly
benefit Williams and its shareholders in the
long term.

As excited as we are about the future,

there are still challenges. Complex,
contentious permitting is creating a new
reality of unprecedented fluidity and
variability in energy infrastructure design and
construction. Simply put, the overlapping
jurisdiction from too many local, state and
federal regulating agencies have increased
the delays, risk and costs of building new
infrastructure. Ultimately the expense of this
unwieldy regulation is borne by the public.

Williams appreciates the need for regulation
—indeed, we think that continuous
improvement in standards and best
practices is essential to our business
success. However, we also believe that

a strict, but less complex, regulatory
framework would greatly enhance the ability
of the industry to deliver natural gas and
NGLs and in the process drive a resurgence
in our industrial base, increase jobs and help
bolster the economy.

Speaking of economic benefits, Williams is
proud of its contributions to the communities
where we have operations. In addition to our
direct economic benefits, such as providing
local jobs, paying state taxes, and leasing
property, Williams has a strong commitment
to add value to our communities. From

New Jersey to the Gulf Coast, from New
Mexico to Washington, Williams and its
employees are active in local communities

— making contributions to social, health and
educational programs.

We are very excited about Williams’ future.
We firmly believe that the vast natural
resources in North America can and will

be a transformative force in our domestic
energy outlook. With our assets, expertise
and excellent employee base with a proven
track record of building and operating large-
scale energy infrastructure, we're one of the
companies that is going to help make that
transformation happen. Thank you for your
continued support.

Gtk

Frank T. Maclnnis
Chairman

)/ =
Alan S. Armstrong
President and Chief Executive Officer

March 30, 2012

SHAREHOLDER LETTER

“We firmly believe
that the vast natural
resources in North
America can and will
be a transformative
force in our domestic

energy outlook.”
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SUMMARY OF BUSINESS UNIT PERFORMANCE

Williams Partners

Overview

e Segment includes consolidated results of Williams Partners L.P. (NYSE: WPZ)

e Gathers, treats and processes natural gas

e Transports deepwater natural gas and oil production

e Produces, fractionates, stores, markets and transports natural gas liquids

e Owns and operates approximately 13,700 miles of interstate natural gas transmission
pipelines with 3 Tcf of total annual throughput and 13 million dekatherms of peak-day
delivery capacity

e Delivers 14 percent of natural gas consumed in the United States

2011 Highlights
e Gas pipeline business

— Completed two significant expansions on the Transco system, Mobile Bay South
Il and the second phase of the 85 North expansion, adding nearly 600,000
dekatherms per day in incremental capacity

— Received Federal Energy Regulatory Commission approval on the Mid-Atlantic
Connector expansion, which is expected to increase capacity to markets from
North Carolina to Maryland by more than 140,000 dekatherms per day

— Transco system established a new peak day on Jan. 3, with market area deliveries
in excess of 9.96 million dekatherms — or enough natural gas to serve 43 million
homes. Gulfstream also established a new peak day with deliveries in excess of
1.52 million dekatherms on Jan. 3 — or enough natural gas to provide service to
more than 6 million homes.
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Midstream Canada & Olefins

Overview

2011 Highlights

SUMMARY OF BUSINESS UNIT PERFORMANCE

Midstream business

— Executed agreements with with Hess Corporation and Chevron to provide
production handling, export pipeline, oil and gas gathering and gas processing
services in the Tubular Bells field development located in the eastern deepwater
Gulf of Mexico. Hess and Chevron, owners of the Tubular Bells leases, will utilize
Williams Partners’ proprietary floating production system, Gulfstar FPS™.

— Became the operator of the Overland Pass Pipeline Company, of which Williams
Partners owns 50 percent. Expansions to the system to accommodate volumes
from the Bakken Shale are under way.

— Continued rapid expansion in the Marcellus Shale, expanding existing systems
in northeast and southwest Pennsylvania and announcing the acquisition of the
Laser Northeast Gathering System.

Includes Williams’ operations in the United States and Canada focused on
recovering and producing ethylene, propylene, NGLs and other related products
Geismar olefins production facility in Louisiana produces ethylene, propylene and
other products

Refinery-grade propylene splitter produces propylene

Extraction, fractionation and transportation of NGLs and olefins from the off-gas
of Canadian oil sand bitumen upgrading process

Signed a long-term agreement to produce up to 17,000 barrels per day (bpd)
of an ethane/ethylene mix for NOVA Chemicals Corporation in Alberta, Canada.
Williams will expand its key facilities in Canada to support the new agreement.
Continued construction on a 12-inch pipeline in Alberta, Canada, to transport
recovered NGLs and olefins from our extraction plant in Ft. McMurray to our
Redwater fractionation facility

Announced expansion of the Geismar olefins facility to serve the petrochemical
industry. The expansion will increase the facility’s ethylene production capacity
by 600 million pounds per year to a new annual capacity of 1.95 billion pounds.
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DIRECTORS AND OFFICERS

DIRECTORS

ALAN S. ARMSTRONG, 49
Tulsa, Okla.

Director, president and

chief executive officer, Williams.
Director since 2011.

JOSEPH R. CLEVELAND, 67
Windermere, Fla.

Former chief information officer,
Lockheed Martin Corporation.
Director since 2008.

KATHLEEN B. COOPER, 67

Dallas, Texas

Senior fellow, Tower Center for Political
Studies, Southern Methodist University.
Director since 2006.

IRL F. ENGELHARDT, 65

St. Louis, Mo.

Chairman, Patriot Coal Corporation.
Director since 2005.

WILLIAM E. GREEN, 75

Palo Alto, Calif.

Founder, William Green & Associates.
Director since 1998.

JOHN A. HAGG, 64

Calgary, Alberta, Canada

Chairman, Strad Energy Services Ltd.
Director since 2012.

JUANITA H. HINSHAW, 67
St. Louis, Mo.

President and chief executive
officer, H&H Advisors.
Director since 2004.

FRANK T. MACINNIS, 65
Norwalk, Conn.

Chairman of the board, Williams.
Director since 1998.

STEVEN W. NANCE, 55
The Woodlands, Texas
President and Manager,
Steele Creek Energy, LLC.
Director since 2012.

MURRAY D. SMITH, 62
Calgary, Alberta, Canada
President, Murray Smith

and Associates; former Minister
of Energy for Alberta, Canada.
Director since 2012.

JANICE D. STONEY, 71
Phoenix, Ariz.
Former executive vice president,

U S WEST Communications Group, Inc.

Director since 1999.

LAURA A. SUGG, 51

Katy, Texas

Former president,

Conoco Phillips Australasia Division.
Director since 2010.

HONORARY DIRECTORS

JOHN H. WILLIAMS, 93

Tulsa, Okla.

President and chief executive officer

for Williams from 1949-71; chairman and
chief executive officer from 1971-79.
Elected to the board in 1949.

JOSEPH H. WILLIAMS, 78
Charleston, S.C.

Chairman and chief executive
officer for Williams from 1979-1994.
Elected to the board in 1969.

SENIOR OFFICERS

ALAN S. ARMSTRONG
Director, president and
chief executive officer

RANDY L. BARNARD
Senior vice president,
Gas Pipeline

DONALD R. CHAPPEL
Senior vice president and
chief financial officer

ROBYN L. EWING
Senior vice president and
chief administrative officer

RORY L. MILLER
Senior vice president,
Midstream Gathering & Processing

CRAIG L. RAINEY
Senior vice president and general counsel

JAMES E. SCHEEL
Senior vice president,
Corporate Strategic Development

BOARD COMMITTEES

Audit Committee

Joseph R. Cleveland
Kathleen B. Cooper (Chair)
Il . Engelhardt

William E. Green

John A. Hagg

Juanita H. Hinshaw

Compensation
Committee

Frank T. Macinnis
Steven W. Nance
Murray D. Smith

Janice D. Stoney (Chair)

Laura A. Sugg

Finance Committee

Joseph R. Cleveland
Kathleen B. Cooper

Irl F. Engelhardt

John A. Hagg

Juanita H. Hinshaw (Chair)

Laura A. Sugg

Nominating &
Governance Committee
William E. Green (Chair)
Frank T. Macinnis

Steven W. Nance

Murray D. Smith

Janice D. Stoney
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DEFINITIONS

We use the following oil and gas measurementsignréport:
Barrel — means one barrel of petroleum products that sgt&alJ.S. gallons.
Bcf— means one billion cubic feet.
Bcf/d — means one billion cubic feet per day.

British Thermal Unit (Btu) — means a unit of energy needed to raise the tenmyeraf one pound of water by one det
Fahrenheit.

Dekatherms (Dth — means a unit of energy equal to one millionBtu
Mbbls/d — means one thousand barrels per day.
Mdth/d — means one thousand dekatherms per day.

MMBtu —means one million Btus.

MMcf/d — means one million cubic feet per day.

MMdth — means one million dekatherms or approximately wilion Btus.
MMdth/d: One million dekatherms per day.

TBtu — means one trillion Btus.

Other definitions:
FERC — means Federal Energy Regulatory Commission.

Fractionation — means the process by which a mixed stream of dajasdiquids is separated into its constituendpits, such i
ethane, propane, and butane.

LNG — means liquefied natural gas; natural gas whichbeen liquefied at cryogenic temperatures.

NGL — means natural gas liquids; natural gas liquidslrdsam natural gas processing and crude oil refinand are used
petrochemical feedstocks, heating fuels, and gasaldditives, among other applications.

NGL margins— means NGL revenues less Btu replacement costt folal, transportation, and fractionation.
Throughput— means the volume of product transported or pggkirough a pipeline, plant, terminal, or otherilfac
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PART |

Item 1. Business

In this report, Williams (which includes The Wilties Companies, Inc. and, unless the context othemgiguires, all of our subsidiaries
at times referred to in the first person as “we8™ or “our.” We also sometimes refer to Willianmsthe “Company.”

WEBSITE ACCESS TO REPORTS AND OTHER INFORMATION

We file our annual report on Form 10-K, quartergports on Form 10-Q, current reports on Fori, §roxy statements and otl
documents electronically with the Securities andcchaxnge Commission (SEC) under the Securities Exyghakct of 1934, as amenc
(Exchange Act). You may read and copy any mateties we file with the SEC at the SECPublic Reference Room at 100 F Street, |
Washington, DC 20549. You may obtain informationtbe operation of the Public Reference Room byirgallhe SEC at 1-800-SECQ330
You may also obtain such reports from the SEC’erhet website at www.sec.gov.

Our Internet website is www.williams.conWe make available free of charge through the Irorestb of our Internet website our anr
report on Form 10-K, quarterly reports on Form 1CeQ@trent reports on Formi8-and amendments to those reports filed or furrighersuar
to Section 13(a) or 15(d) of the Exchange Act amsas reasonably practicable after we electroryidad such material with, or furnish it 1
the SEC. Our Corporate Governance Guidelines, @ddethics for Senior Officers, Board committee ¢bes and the Williams Code
Business Conduct are also available on our Intensdtsite. We will also provide, free of charge,ogpy of any of our corporate docume
listed above upon written request to our Corpogaeretary, One Williams Center, Suite 4700, Tulidahoma 74172.

GENERAL

We are an energy infrastructure company focusedasmecting North America’ hydrocarbon resource plays to growing market
natural gas, NGLs, and olefins. Our operations $pan the deepwater Gulf of Mexico to the Canadidrsands.

Our interstate gas pipeline and domestic midstrederests are largely held through its significenvestment in Williams Partners L
(WP2Z), one of the largest energy master limitedraships. We own the general-partner interestaaf@ percent limiteghartner interest
WPZ. We also own a Canadian midstream and domelgfiins production business, which processes oillsaffgas and produces olefins
petrochemical feedstocks.

We were founded in 1908, originally incorporatedi@inthe laws of the state of Nevada in 1949 amttoeporated under the laws of
state of Delaware in 1987. Williamkeadquarters are located in Tulsa, Oklahoma, vtiteramajor offices in Salt Lake City, Houston, theui
Corners Area and Pennsylvania. Our telephone nuial®4r8-573-2000.
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SPIN-OFF OF WPX

On December 1, 2011, we announced that our Boardirefctors approved a tdxkee spinoff of 100 percent of our exploration
production business, WPX Energy, Inc. (WPX), to shareholders. On December 31, 2011, we distribotedshare of WPX common st
for every three shares of Williams common stock.aAsesult, with the exception of the December 311 12balance sheet which no lon
includes WPX, the consolidated financial statemeaflect the results of operations and financiadifion of WPX as discontinued operations.

DIVIDEND GROWTH

We doubled our quarterly dividends from $0.125 gteare in the fourth quarter of 2010 to $0.25 perslin the fourth quarter of 20:
Also, consistent with expected growing cash distitns from our interest in WPZ, we expect contohdé/idend increases on a quarterly bi
Our Board of Directors has approved a dividend @2%$875 per share for the first quarter of 2012 wedexpect total 2012 dividends to
$1.09 per share, which is approximately 41 perbagtter than 2011.

RECENT EVENTS

In February 2012, Williams Partners completed tbguasition of 100 percent of the ownership intesdst certain entities from Delg
Midstream Partners, LLC. These entities primariynothe Laser Gathering System, which is comprise83omiles of 16inch natural ge
pipeline and associated gathering facilities inNecellus Shale in Susquehanna County, Pennsyyvasiwell as 10 miles of gathering line
southern New York. This acquisition represents ratsgic platform to enhance Williams Partneespansion in the Marcellus Shale
providing its customers with both operational fl@agsurance and marketing flexibility. (See Resuftperations -Segments, Williarr
Partners.)



FINANCIAL INFORMATION ABOUT SEGMENTS

See “Item 8 — Financial Statements and Supplementarg BafNotes to Consolidated Financial Statements -te l®" for informatior
with respect to each segment’s revenues, profitlssses and total assets.

BUSINESS SEGMENTS

Substantially all our operations are conducted ughoour subsidiaries. Our activities in 2011 werenprily operated through t
following business segments:

*  Williams Partners — comprised of our master limited partnership WPZjclwhincludes gas pipeline and domestic midst
businesses. The gas pipeline business includesstate natural gas pipelines and pipeline jointtwen investments, and 1
midstream business provides natural gas gathethegfing and processing services; NGL productigactionation, storag
marketing and transportation; deepwater produdiemmdling and crude oil transportation servicesiarmbmprised of several who
owned and partially owned subsidiaries and joimttuee investment:

* Midstream Canada & Olefin:— primarily our Canadian midstream and domestic niefoperations. Our Canadian operat
include an oil sands offas processing plant located near Ft. McMurray,eAy and an NGL/olefin fractionation facility &
butylenes/butane splitter (B/B splitter) facilitypth of which are located at Redwater, Alberta,oltis near Edmonton, Alberta.
the Gulf of Mexico region, we own a 5/6 interestand are the operator of an NGL ligked olefins cracker plant in Geisn
Louisiana. We also own ethane and propane pipetigetems in Louisiana that provide feedstock toGkesmar plant. Additionall
we own a refinery grade propylene splitter and essed pipeline. Our olefins business also operategthylene storage huk
Mont Belvieu using leased th-party underground storage wel

e Other — primarily consists of corporate operatio

This report is organized to reflect this structietailed discussion of each of our business setgrielows.

Williams Partners
Gas Pipeline Business

Williams Partners owns and operates a combined tdtapproximately 13,700 miles of pipelines withtatal annual throughput
approximately 3,000 TBtu of natural gas and pdai-delivery capacity of approximately 13 MMdthraftural gas. Our gas pipeline busine
consist primarily of Transcontinental Gas Pipe Li@empany, LLC (Transco) and Northwest Pipeline GRrthwest Pipeline). Our g
pipeline business also holds interests in jointtweninterstate and intrastate natural gas pipedirstems including a 49 percent intere:
Gulfstream Natural Gas System, L.L.C. (Gulfstrea®)r gas pipeline businesses contributed revenuagpmoximately 21 percent, 24 perc
and 30 percent dbtal revenuedn 2011, 2010, and 2009, respectively.

Transco

Transco is an interstate natural gas transmisgiampany that owns and operates a 9,808 natural gas pipeline system extending 1
Texas, Louisiana, Mississippi and the offshore @ifilMexico through Alabama, Georgia, South Carglidarth Carolina, Virginia, Marylan
Pennsylvania, and New Jersey to the New York Cigfrapolitan area. The system serves customersasliand 11 southeast and Atla
seaboard states, including major metropolitan are@seorgia, North Carolina, Washington, D.C., Néark, New Jersey and Pennsylvania.
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Pipeline system and customers

At December 31, 2011, Transsosystem had a mainline delivery capacity of apipnately 5.6 MMdth of natural gas per day from
production areas to its primary markets, includilgdjvery capacity from the mainline to locations iteMobile Bay Lateral. Using its Lei
Line along with marketrea storage and transportation capacity, Trananodeliver an additional 4.0 MMdth of natural gas day for .
system-wide delivery capacity total of approximatelé MMdth of natural gas per day. Trangeystem includes 45 compressor stations.
underground storage fields, and an LNG storagditiacCompression facilities at sea levaltted capacity total approximately 1.5 mill
horsepower.

Transcos major natural gas transportation customers aoéicputilities and municipalities that provide sem to residential, commerci
industrial and electric generation end users. Sfrpn Transcg’ system include public utilities, municipalitigatrastate pipelines, dire
industrial users, electrical generators, gas marketnd producers. Transco’s firm transportatioe@gents are generally lotgrm agreemer
with various expiration dates and account for thajam portion of Transca' business. Additionally, Transco offers storagesises ani
interruptible transportation services under shemntatagreements.

Transco has natural gas storage capacity in fodengmound storage fields located on or near itelpip system or market areas
operates two of these storage fields. Transcolascstorage capacity in an LNG storage facility thawns and operates. The total usable
storage capacity available to Transco and its auste in such underground storage fields and LN@&gtofacility and through storage ser
contracts is approximately 200 Bcf of natural gaisDecember 31, 2011, our customers had storediirfaxilities approximately 164 Bcf
natural gas. In addition, wholly owned subsidiasédransco operate and hold a 35 percent owneistépest in Pine Needle LNG Compa
LLC, an LNG storage facility with 4 Bcf of storagapacity. Storage capacity permits Transanistomers to inject gas into storage durin
summer and off-peak periods for delivery duringkp@ater demand periods.

Transco expansion projects

The pipeline projects listed below were completadrdy 2011 or are future significant pipeline piigefor which Transco has custol
commitments.

Mobile Bay South Il

The Mobile Bay South Il Expansion Project involvge addition of compression at Transc@tation 85 in Choctaw Cour
Alabama, and modifications to existing facilities Branscos Station 83 in Mobile County, Alabama, to allowafisco to provic
additional firm transportation service southboumdtbe Mobile Bay line from Station 85 to varioudidery points. The project w.
placed into service in May 2011 and provides in@etal firm capacity of 380 Mdth/d.

85 North

The 85 North Expansion Project involved an expangib Transccé existing natural gas transmission system fronidte85 ir
Choctaw County, Alabama, to various delivery pommsfar north as North Carolina. The first phase placed into service in July 2(
and provides incremental firm capacity of 90 Mdthddd the second phase was placed into servicein2@11 and provides incremel
firm capacity of 219 Mdth/d.

Mid-South

The Mid-South Expansion Project involves an expamgf Transccs mainline from Station 85 in Choctaw County, Aladaa tc
markets as far downstream as North Carolina. Inusug011, Transco
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received approval from the FERC. The capital coshe project is estimated to be approximately $&iilfion. Transco plans to place
project into service in phases in September 2082Jane 2013, and it is expected to increase capaci?25 Mdth/d.

Mid-Atlantic Connector

The Mid-Atlantic Connector Project involves an empian of Transc@ mainline from an existing interconnection in No@arolin:
to markets as far downstream as Maryland. In JOl/12 Transco received approval from the FERC. Tdyatal cost of the project
estimated to be approximately $55 million. Tranptams to place the project into service in Noven#i#t2, and it is expected to incre
capacity by 142 Mdth/d.

Northeast Supply Link

In December 2011, Transco filed an application with FERC to expand its existing natural gas trassion system from ti
Marcellus Shale production region on the Leidy Ltnevarious delivery points in New York and Newsky. The capital cost of t
project is estimated to be approximately $341 omlliTransco plans to place the project into serviddovember 2013, and it is expec
to increase capacity by 250 Mdth/d.

Rockaway Delivery Lateral

The Rockaway Delivery Lateral Project involves ttumstruction of a thremiile offshore lateral to a distribution system iew
York. Transco anticipates filing an application withe FERC in 2012. The capital cost of the projeastimated to be approximat
$182 million. Transco plans to place the projetd service as early as April 2014, and its capasigxpected to be 647 Mdth/d.

Northeast Connector

The Northeast Connector Project involves expangibiransco$ existing natural gas transmission system fromthe@ster
Pennsylvania to the proposed Rockaway Delivery raatdransco anticipates filing an application witlke FERC in 2012. The cap
cost of the project is estimated to be approxinya®89 million. Transco plans to place the projetbiservice as early as April 2014,
its capacity is expected to be 100 Mdth/d.

Northwest Pipeline

Northwest Pipeline is an interstate natural gasstrassion company that owns and operates a najasapipeline system extending fr

the San Juan basin in northwestern New Mexico anthgvestern Colorado through Colorado, Utah, Wyamnidaho, Oregon, and Washing
to a point on the Canadian border near Sumas, \Wgtsim. Northwest Pipeline provides services for kae in California, Arizona, Ne
Mexico, Colorado, Utah, Nevada, Wyoming, Idaho, gore and Washington directly or indirectly througiterconnections with oth
pipelines.

Pipeline system and customers

At December 31, 2011, Northwest Pipeline’s systémaving longterm firm transportation agreements including pegkservice ¢

approximately 3.8 MMdth/d, was composed of appratety 3,900 miles of mainline and lateral transimisgipelines and 41 transmiss
compressor stations having a combined sea levedtcpacity of approximately 477,000 horsepower.
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Northwest Pipeline transports and stores naturalfgaa broad mix of customers, including localunakt gas distribution compani
municipal utilities, direct industrial users, eléctpower generators and natural gas marketers pgaducers. Northwest Pipelirse’firm
transportation and storage contracts are genelaigterm contracts with various expiration dates andoant for the major portion
Northwest Pipelin’s business. Additionally, Northwest Pipeline offémterruptible and short-term firm transportatsamvice.

Northwest Pipeline owns a orleird interest in the Jackson Prairie undergroundage facility in Washington and contracts witthad
party for storage service in the Clay basin undrmd field in Utah. Northwest Pipeline also ownsl aperates an LNG storage facility
Washington. These storage facilities have an aggeegorking gas storage capacity of 13 Bcf of ratgas, which is substantially utilized
third-party natural gas, and firm delivery capabilityapfproximately 700 MMcf/d enable Northwest Pipeltoeprovide storage services to
customers and to balance daily receipts and déiser

Northwest Pipeline expansion project

North and South Seattle Lateral Delivery Expansions

Northwest Pipeline has executed agreements withstomer to expand the North and South Seattlealstand provide additior
lateral capacity of approximately 84 Mdth/d andMdth/d, respectively. The total estimated costhaf project is between $28 and -
million. North Seattle is currently targeted fonsee in fall 2012 and South Seattle is currenglsgeted for service in fall 2013.

Gulfstream

Gulfstream is a natural gas pipeline system extenftom the Mobile Bay area in Alabama to markat&lorida. Williams Partners owi
through a subsidiary, a 49 percent interest in €rdam while we own an additional 1 percent intetteugh a subsidiary in Other. Spe
Energy Corporation, through its subsidiary, and cBpeEnergy Partners, LP, own the other 50 peroaetest. Williams Partners sha
operating responsibilities for Gulfstream with Sppa&nergy Corporation.

Gulfstream Phase V

The Gulfstream Phase V expansion involved the matddf compression to provide 35 Mdth/d of increnaéfirm transportation capaci
The expansion was placed in service in April 2011.

Midstream Busines:

Williams Partners’ midstream business, one of th@on’s largest natural gas gatherers and processorspriaary service are
concentrated in major producing basins in Colorddew Mexico, Wyoming, the Gulf of Mexico, and Peyinania. The primary busines:
are: (1) natural gas gathering, treating, and msiog; (2) NGL fractionation, storage and transgtarh; and (3) oil transportation. These
within the middle of the process of taking raw matgas and crude oil from the producing fieldsh® consumer.

Key variables for this business will continue to be
» Retaining and attracting customers by continuingravide reliable service
* Revenue growth associated with additional infradtme either completed or currently under constong!
» Disciplined growth in core service areas and neg-out areas
» Prices impacting commod-based activities

The midstream business revenue contributed appeiglgn75 percent, 72 percent, and 65 percent ofaffis Partnerstevenues in 201
2010, and 2009, respectively.



Gathering, processing and treating

Williams Partners’ gathering systems receive nétges from producersdil and natural gas wells and gather these volutnega:
processing, treating or redelivery facilities. Togdly, natural gas, in its raw form, is not accépeafor transportation in major interstate nat
gas pipelines or for commercial use as a fuel.igMils Partnerstreating facilities remove water vapor, carbon diex and other contamina
and collect condensate, but do not extract NGLdliawis Partnersis generally paid a fee based on the volume ofrahgas gathered and
treated, generally measured in the BTU heatingevalu

In addition, natural gas contains various amoufitsl@Ls, which generally have a higher value whepaseted from the natural ¢
stream. Our processing plants extract the NGLdulition to removing water vapor, carbon dioxided anther contaminants. NGL produ
include:

» Ethane, primarily used in the petrochemical industs a feedstock for ethylene production, one efliasic building blocks f
plastics;

» Propane, used for heating, fuel and as a petroda¢feiedstock in the production of ethylene ancplene, another building blo
for petrochemici-based products such as carpets, packing matexralanolded plastic part

* Normal butane, is-butane and natural gasoline, primarily used byréfiaing industry as blending stocks for motor desoor as
petrochemical feedstoc

Our gas processing services generate revenuesribyifinam the following three types of contracts:

* Fee-based: We are paid a fee based on the volume ofahaas processed, generally measured in the B3alirg value. O
customers are entitled to the NGLs produced in eotion with this type of processing agreement.tReryear ended December
2011, 59 percent of the NGL production volumes werder fe-based contract

» Keep-whole: Under keewhole contracts, we (1) process natural gas pratibgecustomers, (2) retain some or all of the etén
NGLs as compensation for our services, (3) repllaedBTU content of the retained NGLs that wereanted during processing w
natural gas purchases, also known as shrink repktiegas and (4) deliver an equivalent BTU contémtatural gas for custom
at the plant outlet. NGLs we retain in connectioithwthis type of processing agreement are refetceés our equity NG
production. Under these agreements, we have contynexfiosure to the difference between NGL prices rmatural gas prices. F
the year ended December 31, 2011, 38 percent M @ieproduction volumes were under k-whole contracts

* Percent-of-Liquids: Under percent-lifuids processing contracts, we (1) process nhgas produced by customers, (2) delive
customers an agreegpon percentage of the extracted NGLs, (3) retaporion of the extracted NGLs as compensationoia
services and (4) deliver natural gas to custometkeaplant outlet. Under this type of contract, are not required to replace
BTU content of the retained NGLs that were extrdaaring processing, and are therefore only expts&dGL price movement
NGLs we retain in connection with this type of peesing agreement are also referred to as our el§@ty production. For the ye
ended December 31, 2011, 3 percent of the NGL mtamtuvolumes were under perc-of-liquids contracts

Our gathering and processing agreements have temging from month-tanonth to the life of the producing lease. Generady
gathering and processing agreements are long-tgreements.

Demand for gas gathering and processing servicesgendent on producerdfilling activities, which is impacted by the stggh of the
economy, natural gas prices, and the resulting ddnfiar natural gas by manufacturing and industti@hpanies and consumers. Willie
Partners'gas gathering and processing customers are genpadilral gas producers who have proved and/oryging natural gas fields in t
areas



surrounding its infrastructure. During 2011, Witlia Partnersfacilities gathered and processed gas for appraeim@10 gas gathering a
processing customers. Williams Partneéog 5 gathering and processing customers accotdimtegproximately 50 percent of our gathering
processing revenue.

Demand for our equity NGLs is affected by econogoaditions and the resulting demand from industusing these commaodities
produce petrochemicélased products such as plastics, carpets, paclkaterials and blending stocks for motor gasoline tieddemand fro
consumers using these commodities for heating aetl NGL products are currently the preferred féads for ethylene and propyle
production, which has been shifting away from tr@reérexpensive crude-based feedstocks.

Geographically, the midstream natural gas assetp@sitioned to maximize commercial and operatigyakrgies with our other ass
For example, most of the offshore gathering and¢ssing assets attach and process or conditionahgts supplies delivered to the Trar
pipeline. Our San Juan basin, southwest WyomingRaoglance systems are capable of delivering regjdseolumes into Northwest Pipelige’
interstate system in addition to third-party intats systems. Our gathering system in Pennsyhdeligers residue gas volumes into Transco’
pipeline in addition to third-party interstate srsis.

Williams Partners owns and operates gas gathepimgessing and treating assets within the stat&gyafming, Colorado, New Mexic
and Pennsylvania. We also own and operate gasrgatend processing assets and pipelines primuaiitlyin the onshore, offshore shelf,
deepwater areas in and around the Gulf Coast sthfiesxas, Louisiana, Mississippi, and Alabama.

The following table summarizes our significant ggied natural gas gathering assets as of Decemb2031:

Natural Gas Gathering Asse!
Inlet
Pipeline Capacity Ownership

Location Miles (Bcf/d) Interest Supply Basins
Onshore
Rocky Mountair Wyoming 3,58 1.1 100% Wamsutter & SW Wyomir
Four Corner: Colorado & New Mexicc 3,82: 1.8 100% San Jual
Piceance Colorado 32¢ 14 10C% Piceance
NE Pennsylvani Pennsylvanii 75 0.7 100% Appalachiar
Laurel Mountain (1 Pennsylvani: 1,38¢ 0.2 51% Appalachiar
Gulf Coast
Canyon Chief & Blind Faitt Deepwater Gulf of Mexic 13¢ 0.4 10C% Eastern Gulf of Mexict
Seahawt Deepwater Gulf of Mexic 11& 0.4 10C% Western Gulf of Mexict
Perdido Norte Deepwater Gulf of Mexic 10t 0.2 100% Western Gulf of Mexicc
Offshore shelf & othe Gulf of Mexico 46 0.2 10C% Eastern Gulf of Mexict
Offshore shelf & othe Gulf of Mexico 24t 0.c 100% Western Gulf of Mexic¢
Discovery (1) Gulf of Mexico 31¢ 0.€ 60% Central Gulf of Mexicc

(1) Statistics reflect 100 percent of the assets froendquity method investments that we operate, heweur financial statements ref
equity method income from these investments basemlio equity ownership percenta

(2) Inthe first quarter of 2012, our Springville gating pipeline was put into service, initially pramg an optional takeaway for 0.3 Bcf/c
gas gathered on our system in northeast PennsglvAtso in the first quarter of 2012, 0.3 Bcf/dadpacity was added from the Le
gathering system acquisitio
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In addition we own and operate several naturaltgesing facilities in New Mexico, Colorado, Texasd Louisiana which bring natu
gas to specifications allowable by major interstpigelines. At our Milagro treating facility, we sal use gashiven turbines to produ
approximately 60 mega-watts per day of electrigibich we primarily sell into the local electricalid

The following table summarizes our significant ggied natural gas processing facilities as of Deegr@h, 2011:

Natural Gas Processing Facilities

NGL
Inlet Production
Capacity Ownership
Capacity
Location (Bcf/d) (Mbbls/d) Interest Supply Basins
Onshore
Opal Opal, WY 1t 67 10C% SW Wyoming
Echo Spring Echo Springs, W) 0.7 58 10C% Wamsutte|
Ignacio Ignacio, CC 0.t 23 10(% San Jual
Kutz Bloomfield, NM 0.2 12 10(% San Jual
Lybrook (2) Lybrook, NM 0.1 6 10C% San Jual
Willow Creek Rio Blanco County, C 0.t 30 10(% Piceance
Parachutt Garfield County, CC 1.4 7 10C% Piceance
Gulf Coast
Markham Markham, TX 0.t 45 10(% Western Gulf of Mexic
Mobile Bay Coden, AL 0.7 30 10(% Eastern Gulf of Mexic
Discovery (1) Larose, LA 0.€ 32 60% Central Gulf of Mexicc

(1) Statistics reflect 100 percent of the assets froenedquity method investments that we operate, heweur financial statements ref
equity method income from these investments baseslio equity ownership percentay
(2) Our Lybrook plant has been idled as of January 2GHE3 previously processed at Lybrook has beeredd to our Ignacio plar

Crude oil transportation and production handlingsass

In addition to our natural gas assets, we own gretaie four deepwater crude oil pipelines and ovadyction platforms serving t
deepwater in the Gulf of Mexico. Our crude oil spartation revenues are typically volumetigsed fee arrangements. However, a porti
our marketing revenues are recognized from purclhaskesale arrangements whereby the oil that wespah is purchased and sold ¢
function of the same indelxased price. Our offshore floating production mlatfs provide centralized services to deepwateryweis such
compression, separation, production handling, wateoval and pipeline landings. Revenue sources hastorically included a combination
fixed-fee, volumetriddased fee and cost reimbursement arrangementdl fére associated with the resident productioruatDevils Towe
facility are recognized on a units-of-productiorsisa

The following table summarizes our significant el transportation pipelines as of December 31,12

Crude Oil Pipelines

Handling
Pipeline Ownership
Capacity
Miles (Mbbls/d) Interest Supply Basins

Mountaineer & Blind Faitt 15E 15C 10C% Eastern Gulf of Mexic
BANJO 57 90 10C% Western Gulf of Mexic
Alpine 96 85 10C% Western Gulf of Mexic
Perdido Norte 74 15C 10C% Western Gulf of Mexic
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The following table summarizes our production hargiplatforms as of December 31, 2011:

Production Handling Platforms

Crude/NGL
Gas Inlet .
Handling Ownership

Capacity Capacity

(MMcf/d) (Mbbls/d) Interest Supply Basins
Devils Tower 21C 60 10C% Eastern Gulf of Mexic
Canyon Statiol 50C 16 10C% Eastern Gulf of Mexic
Discovery Grand Isle 115 (: 15C 10 60% Central Gulf of Mexici

(1) Statistics reflect 100 percent of the assets frbendquity method investments that we operate, heweur financial statements reg
equity method income from these investments basaslio equity ownership percenta

NGL marketing services

In addition to our gathering and processing openati we market NGL products to a wide range ofsugethe energy and petrochem
industries. The NGL marketing business transpants markets equity NGLs from the production at otocpssing plants, and also mar
NGLs on behalf of thir-party NGL producers, including some of our fesesed processing customers, and the NGL volumesavory
Discovery Producer Services LLC (Discovery). ThelN@arketing business bears the risk of price changdéhese NGL volumes while tF
are being transported to final sales delivery moiint order to meet sales contract obligationspvag purchase products in the spot marke
resale. Other than a lorigrm agreement to sell our equity NGLs transpodadOverland Pass Pipeline to ONEOK Hydrocarbon, Ll
majority of sales are based on supply contractmefyear or less in duration. Sales to ONEOK Hyalroan L.P., accounted for 17 percent
percent, and 9 percent of our consolidated revemu2811, 2010, and 2009, respectively.

Other operations

We own interests in and/or operate NGL fractiomatBind storage assets. These assets include a B@npénterest in an NC
fractionation facility near Conway, Kansas, witlpaaity of slightly more than 100 Mbbls/d and a &lpércent interest in another fractiona
facility in Baton Rouge, Louisiana, with a capaaity60 Mbbls/d. We also own approximately 20 mitlibarrels of NGL storage capacity
central Kansas near Conway.

We own approximately 115 miles of pipelines in tHeuston Shipping Channel area which transport gtaof products includir
ethane, propane and other products used in thegbetmical industry.

We also own a 14.6 percent equity interest in Aakl& Liquid Products L.P. (Aux Sable) and its Cledron, lllinois, gas processing ¢
NGL fractionation facility near Chicago. The fatyjlis capable of processing up to 2.1 Bcf/d of ratgas from the Alliance Pipeline sysi
and fractionating approximately 102 Mbbls/d of exted liquids into NGL products. Additionally, imde 2011, Aux Sable acquired an
MMcf/d gas conditioning plant and a 12-inch, 88e gas pipeline infrastructure in North Dakotattprovides additional NGLs to Channa
from the Bakken Shale in the Williston basin.

Operated Equity Investments
Discovery

We own a 60 percent equity interest in and opdtedacilities of Discovery. Discovery'assets include a 600 MMcf/d cryogenic na
gas processing plant near Larose, Louisiana, a3t NGL fractionator plant near Paradis, Louisiaand an offshore natural gas gathe
and transportation system in the Gulf of Mexico.
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Laurel Mountain

We own a 51 percent interest in a joint venturejrebMountain Midstream, LLC (Laurel Mountain), ihe Marcellus Shale located
western Pennsylvania. Laurel Mountairgssets, which we operate, include a gatherintgrsysf nearly 1,400 miles of pipeline with a capg
of approximately 230 MMcf/d. Laurel Mountain hatoag-term, dedicated, volumetriiased fee agreement, with some exposure to nafax
prices, to gather the anchor custoraeproduction in the western Pennsylvania area efNtarcellus Shale. Construction is ongoing
numerous new pipeline segments and compressaprgtathe largest of which is our Shamrock comprestdion. The Shamrock compres
station currently has a capacity of 60 MMcf/d as@xpandable to 350 MMcf/d.

Overland Pass Pipeline

We operate and own a 50 percent ownership intere8tzerland Pass Pipeline Company LLC (OPPL). ORfeludes a 760nile NGL
pipeline from Opal, Wyoming, to the Mid-ContinenGN market center in Conway, Kansas, along with &t 125mile extensions into ti
Piceance and Denvdpules basins in Colorado, respectively. Our eqNiBL volumes from our two Wyoming plants and ourlld¥ir Creel
facility in Colorado are dedicated for transport@RPL under a lonterm transportation agreement. We plan to partieifpa the constructic
of a pipeline connection and capacity expansiomeeted to be complete in early 2013, to increasepthelines capacity to the maximum
255 Mbbls/d, to accommodate new volumes coming fileerBakken Shale in the Williston basin.

Operating statistics
The following table summarizes our significant cgiirg statistics for Midstream:

2011 2010 2009

Volumes: (1)
Gathering (Tbtu 1,371 1,262 1,37(
Plant inlet natural gas (Tbt 1,59: 1,59¢ 1,34
NGL production (Mbbls/d) (2 18¢ 17¢ 164
NGL equity sales (Mbbls/d) (% 77 80 80
Crude oil transportation (Mbbls/d) ( 10t 94 10¢

(1) Excludes volumes associated with partially ownesetssuch as our Discovery and Laurel Mountaingtments that are not consolide
for financial reporting purpose
(2) Annual average Mbbls/t

Midstream Canada & Olefins

The Midstream Canada & Olefins segment consistuofCanadian midstream business and our domesfin®lbusiness. The segm
contributed revenues of approximately 17 percedipdrcent and 14 percent of our consolidated reaeimu2011, 2010 and 2009, respectively.

Midstream Canada

Our Canadian operations include an oil sandsga$f- processing plant located near Ft. McMurray,eAtly and an NGL/olef
fractionation facility and butylene/butane split(B/B splitter) facility, both of which are located Redwater, Alberta, which is near Edmor
Alberta. We operate the Ft. McMurray area procesplant, while another party operates the Redwagglities on our behalf. The B/B split
was completed and placed into service in AugusD2@ur Ft. McMurray area facilities extract liquittem the off-gas produced by a third-
party oil sands bitumen upgrading process. Oumgement with the third-party upgrader is a “keemlghtype where we remove a mix
NGLs and olefins from the ¢gas and return the equivalent heating
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value to the thirgsarty upgrader in the form of natural gas. We etfrfractionate, treat, store, terminal and sedl phopane, propylene, norr
butane (butane), isobutane/butylene (butylene)amtiensate recovered from this process. The contynpdce exposure of this asset is
spread between the price for natural gas and the &@ olefin products we produce. We continue taHgeonly NGL/olefins fractionator
western Canada and the only treater/processoll shonds upgrader off-gas. Our extraction of liguidsn upgrader offjas streams allows t
upgraders to burn cleaner natural gas streamseglutes their overall air emissions.

The Ft. McMurray extraction plant has processingacity of 121 MMcf/d with the ability to recover eéxcess of 17 Mbbls/d of olefin &
NGL products. Our Redwater fractionator has a tguiandling capacity of 18 Mbbls/d. The B/B splitt@hich has a production capacity
3.7 Mbbls/d of butylene and 3.7 Mbbls/d of butafugther fractionates the butylene/butane mix predueat our Redwater fractionators i
separate butylene and butane products, which re¢egher values and are in greater demand. Wepalsthase small volumes of olefin/NC
mixes from thirdparty gas processors, fractionate the olefins a@ils\Nat our Redwater plant and sell the resultirgpcts. Our products ¢
sold within Canada and the United States.

Canadian expansion projects

Construction is well underway on a 261-mile,ihizh diameter Canadian pipeline which will trangpecovered NGLs and olefins fre
our processing plant in Ft. McMurray to our Redwditactionation facility. The pipeline, which wilave an initial capacity of 43 Mbbls/d t
can be increased to an ultimate capacity of 125I8tlwith additional pump stations, will have saiint capacity to transport additional NC
and olefins from our existing operations as welb#ser NGLs and olefins produced from oil sandsgafé. The project is being construc
using cash previously generated from Canadian #me international projects. We anticipate an indse date in second quarter of 2012.

Construction began in the fourth quarter of 201thenethane recovery project that will allow useoover ethane/ethylene mix from
operations that process off-gas from the Albertaands. We are modifying our oil sands gé#fs extraction plant near Fort McMurray, Albe
and constructing a de-ethanizer at our Redwatetidrzation facility. Our desthanizer, which will have a production capacityl@f000 bbls/c
will enable us to initially process approximatel@,000 bbls/d of ethane/ethylene mix. We have sigmddngterm contract to provide t
ethane/ethylene mix to a thighrty customer. We expect the project to be coosdiusing cash previously generated from Canaatidnothe
international projects and we expect to complegeetkpansions and begin producing ethane/ethylerénntiie first quarter of 2013.

Domestic olefins

In the Gulf of Mexico region, we own a 5/6 inter@stand are the operator of an NGL ligeed olefins cracker in Geismar, Louisie
with a total production capacity of 1.35 billionyrals of ethylene and 90 million pounds of propylpee year. Our feedstocks for the cra
are ethane and propane; aseault, these assets are primarily exposed to tlee gpread between ethane and propane, and ethgla
propylene, respectively. Ethane and propane aréahle for purchase from third parties and fromilafies. We own ethane and prop
pipeline systems in Louisiana that provide feedstoansportation to the Geismar plant and othadthparty crackers. Additionally, we owr
refinery grade propylene splitter and associateelpie with a production capacity of approximat®@0 million pounds per year of propyle
At our propylene splitter, we purchase refinerydgraropylene and fractionate it into polymer grpadgpylene and propane; as a result this
is exposed to the price spread between those coitiesod\s a merchant producer of ethylene and geamy our product sales are to custot
for use in making plastics and other downstreamopkemical products destined for both domestic exubrt markets. Our olefins busin
also operates an ethylene storage hub at Mont&elwing leased third-party underground storagéswel

We own and operate 63 miles of pipeline in the HousShip Channel area which transport ammoniaiatgrbutyl alcohol and oth
industrial gases for third parties. We also ownuranel crossing pipeline under the Houston Ship @ebawhich contains multiple pipelin
which are leased to third parties.
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We also market olefin and NGL products to a widege of users in the energy and petrochemical inégstin order to meet sa
contract obligations, we may purchase productsdsale.

Domestic olefins expansion project

We are currently in the detailed engineering aratprement phase of an expansion of our Geismainslpfoduction facility which wi
increase the facilityg ethylene production capacity by 600 million posimEer year to a new annual capacity of 1.95 billmunds. Th
additional capacity will be wholly owned by us. \Wepect to complete the expansion in the latter @fa2013.

Operating statistics
The following table summarizes our significant ggiirg statistics for Midstream Canada & Olefins:

2011 2010 2009
Volumes:
Geismar ethylene sales (millions of poun 1,03¢ 981 1,10¢
Canadian propylene sales (millions of pour 13¢ 127 13C
Canadian NGL sales (millions of gallor 168 14& 144

Additional Business Segment Information

Our ongoing business segments are accounted fmraimiuing operations in the accompanying finansiatements and notes to finan
statements included in Part II.

Operations related to certain assets in “Discomtin@perations’have been reclassified from their traditional bass segment
“Discontinued Operations” in the accompanying ficiahstatements and notes to financial statemectaded in Part II.

We perform certain management, legal, financiat, tonsultation, information technology, adminiitra and other services for ¢
subsidiaries.

Our principal sources of cash are from dividendstributions and advances from our subsidiariegestments, payments by subsidie
for services rendered, and, if needed, externainfimgs, sales of master limited partnership uwitthe public, and net proceeds from ¢
sales. The amount of dividends available to us fisubsidiaries largely depends upon each subsidiaggrnings and operating cay
requirements. The terms of certain subsidiaries’dwing arrangements may limit the transfer of feibol us under certain conditions.

We believe that we have adequate sources and lNigflaf raw materials and commodities for exigfiand anticipated business ne
Our interstate pipeline systems are all regulatedarious ways resulting in the financial returntba investments made in the systems
limited to standards permitted by the regulatorgragies. Each of the pipeline systems has ongoipgataequirements for efficiency a
mandatory improvements, with expansion opportusidiiso necessitating periodic capital outlays.
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REGULATORY MATTERS

Williams Partners

Gas Pipeline BusinesWilliams Partners gas pipelireinterstate transmission and storage activitiesabject to FERC regulation un
the Natural Gas Act of 1938 (NGA) and under theurtGas Policy Act of 1978, and, as such, itssrated charges for the transportatio
natural gas in interstate commerce, its accounting, the extension, enlargement or abandonmerts gérisdictional facilities, among otf
things, are subject to regulation. Each gas pipetiompany holds certificates of public convenieacel necessity issued by the FE
authorizing ownership and operation of all pipedinéacilities and properties for which certificatee required under the NGA. Each
pipeline company is also subject to the Natural Bigeline Safety Act of 1968, as amended, and ipeliRe Safety Improvement Act of 20i
and the Pipeline Safety, Regulatory Certainty, aolols Creation Act of 2011, which regulates safetjuirements in the design, construct
operation and maintenance of interstate naturaltigasmission facilities. FERC Standards of Condymtern how our interstate pipelit
communicate and do business with gas marketing@rapk. Among other things, the Standards of Conuagtire that interstate pipelines
operate their systems to preferentially benefitmgasketing functions.

Each of our interstate natural gas pipeline congmrastablishes its rates primarily through the FERftemaking process. K
determinants in the ratemaking process are:

» Costs of providing service, including depreciatexpense
» Allowed rate of return, including the equity compai of the capital structure and related incomess
» Contract and volume throughput assumptit

The allowed rate of return is determined in eaté case. Rate design and the allocation of costeela the reservation and commo
rates also impact profitability. As a result ofsegroceedings, certain revenues previously celieetay be subject to refund.

Pipeline Integrity Regulations

For Williams Partnersgas pipeline business, Transco and Northwest Rigpdiave developed an Integrity Management Planvila
believe meets the United States Department of Ppatation Pipeline and Hazardous Materials Safetyniistration (PHMSA) final rule th
was issued pursuant to the requirements of thdifgp8afety Improvement Act of 2002. The rule regsigas pipeline operators to develo
integrity management program for transmission jmgsl that could affect high consequence areaseiretlent of pipeline failure. The Integi
Management Program includes a baseline assessha@nalpng with periodic reassessments to be coemplefthin required timeframes.
meeting the integrity regulations, Transco and Neest Pipeline have identified high consequencasaesmd developed baseline assess
plans. Transco and Northwest Pipeline are on sdbaédicomplete the required assessments withininedjtimeframes. Currently, Transco i
Northwest Pipeline estimate the cost to complegerdquired initial assessments through 2012 andciged remediation will be primar
capital in nature and range between $25 million $4@ million for Transco and between $30 milliorde#85 million for Northwest Pipelin
Ongoing periodic reassessments and initial assedsrofany new high consequence areas will be ogtegblwithin the timeframes required
the rule. Management considers the costs associgtiedompliance with the rule to be prudent castsirred in the ordinary course of busir
and, therefore, recoverable through Transco’s amdhMest Pipeline’s rates.

Midstream Busines&or Williams Partnersmidstream business, onshore gathering is subjeegtalation by states in which we ope
and offshore gathering is subject to the Outer Dental Shelf Lands Act (OCSLA). Of the states vehtre midstream business gathers
currently only Texas actively regulates gatherintivities. Texas regulates gathering primarily thgh complaint mechanisms under which
state
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commission may resolve disputes involving an indlingl gathering arrangement. Although offshore gatlgefacilities are not subject to 1
NGA, offshore transmission pipelines are subjedh® NGA, and in recent years the FERC has takieroad view of offshore transmissi
finding many shallowwater pipelines to be jurisdictional transmissidost offshore gathering facilities are subject e tOCSLA, whic
provides in part that outer continental shelf giped “must provide open and nondiscriminatory as¢esoth owner and nonowner shippers.”

The midstream business also owns interests in pedates two offshore transmission pipelines thatragulated by the FERC becs
they are deemed to transport gas in interstate ayoenBlack Marlin Pipeline Company provides tranggtion service for offshore Te»
production in the High Island area and redelivheg gas to intrastate pipeline interconnects neaad City. Discovery provides transporta
service for offshore Louisiana production from S®uth Timbalier, Grand Isle, Ewing Bank and Greamy®n (deepwater) areas to an ons
processing facility and downstream interconnechisoivith major interstate pipelines. FERC regulatiequires all terms and conditions
service, including the rates charged, to be filétth wnd approved by the FERC before any changegaamto effect.

The midstream business owns a 50 percent intamestnid is the operator of OPPL, which is an intdeshatural gas liquids pipeli
regulated by the FERC pursuant to the Interstatar@erce Act. OPPL provides transportation serviasymant to tariffs filed with the FERC.

Midstream Canada & Olefins

Our Canadian assets are regulated by the EnergyuRes Conservation Board (ERCB) and Alberta Emvitent. The regulatory syst
for the Alberta oil and gas industry incorporater@e measure of selégulation, providing that licensed operators azlel hesponsible fi
ensuring that their operations are conducted imr@eance with all provincial regulatory requiremerfsr situations in which noncompliar
with the applicable regulations is at issue, theCBRand Alberta Environment have implemented an reefoent process with escalat
consequences.

Our domestic olefins assets are regulated by theisiama Department of Environmental Quality (LQE@)e Texas Railroz
Commission, and various other state and federélemtegarding our liquids pipelines.

See Note 16 of our Notes to Consolidated Finar®tialements for further details on our regulatorytens.
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ENVIRONMENTAL MATTERS

Our operations are subject to federal environmdates and regulations as well as the state, lavdltabal laws and regulations adoy.
by the jurisdictions in which we operate. We colcur liability to governments or third parties fany unlawful discharge of pollutants into
air, soil, or water, as well as liability for clagm costs. Materials could be released into therenment in several ways including, but
limited to:

» Leakage from gathering systems, underground gaagaaaverns, pipelines, processing or treatinijtfas, transportation facilitie
and storage tank

« Damage to facilities resulting from accidents dgnormal operations
« Damages to onshore and offshore equipment andgtiizsilesulting from storm events or natural diges
» Blowouts, cratering and explosior

In addition, we may be liable for environmental ¢y caused by former owners or operators of oyarties.

We believe compliance with current environmentaldand regulations will not have a material advef§ect on our capital expenditur
earnings or current competitive position. Howewastyironmental laws and regulations could affect lnusiness in various ways from time
time, including incurring capital and maintenangpenditures, fines and penalties, and creatinghdezl to seek relief from the FERC for
increases to recover the costs of certain capif@rditures and operation and maintenance expenses.

For additional information regarding the potentiapact of federal, state, tribal or local regulgtareasures on our business and spe
environmental issues, please refer to “Risk Factdée are subject to risks associated with climatengleand— Our operations are subject
governmental laws and regulations relating to thetection of the environment, which may exposeousignificant costs, liabilities ar
expenditures and could exceed current expectatididanagements Discussion and Analysis of Financial Conditiod &esults of Operatio
— Environmental” and “Environmental Matters” in Ndté of our Notes to Consolidated Financial Statemen
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COMPETITION

Williams Partners

For Williams Partnersbas pipeline business, the natural gas industryunaergone significant change over the past twades /
highly-liquid competitive commodity market in natural gasl increasingly competitive markets for natural gervices, including competiti
secondary markets in pipeline capacity, have d@esloMore recently large reserves of shale gas haee discovered, in many cases n
closer to major market centers. As a result, pigetiapacity is being used more efficiently and cetitipn among pipeline suppliers to att
growing supply to market has increased.

Local distribution company (LDC) and electric inthysrestructuring by states have affected pipelimarkets. Pipeline operators
increasingly challenged to accommodate the fleijpdemanded by customers and allowed under tatiffis the changes implemented at
state level have not required renegotiation of L&sditracts. The state plans have in some casesudéged LDCs from signing lontgrir
contracts for new capacity.

States have developed new plans that requireiegilib encourage energy saving measures and dyvérsir energy supplies to inclu
renewable sources. This has lowered the growtlesitlential gas demand. However, due to relatively prices of natural gas, demand
electric power generation has increased.

These factors have increased the risk that customér reduce their contractual commitments for glipe capacity from tradition
producing areas. Future utilization of pipeline afy will depend on these factors and others inipgcdboth U.S. and global demand
natural gas.

In Williams Partnersmidstream business, we face regional competitidh warying competitive factors in each basin. Oathgring an
processing business competes with other midstreampanies, interstate and intrastate pipelines, ymexd and independent gatherers
processors. We primarily compete with five to tempanies across all basins in which we provideisesv Numerous factors impact any gi
customers choice of a gathering or processing servicesigeoyvincluding rate, location, term, reliabilityimeliness of services to be provid
pressure obligations and contract structure. We @snpete in recruiting and retaining skilled enyples.

Midstream Canada & Olefins

Ethylene and propylene markets, and therefore tfine business, compete in a worldwide marketpldnge to our NGL feedsto
position at Geismar, we expect to benefit from Itheer cost position in North America versus othardebased feedstocks worldwide. ~
majority of North American olefins producers havgn#ficant downstream petrochemical manufacturing flastics and other products.
such, they buy or sell ethylene and propylene gaired. We operate as a merchant seller of olefiitis no downstream manufacturing, i
therefore can be either a supplier or a competit@ny given time to these other companies depgratirntheir market balances. Generally
are viewed primarily as a supplier to these comggand not as a direct competitor. We compete @mbasis of service, price and availab
of the products we produce.

Our Canadian midstream facilities continue to eedhly NGL/olefins fractionator in western Canada #he only treater/processor of
sands upgrader off-gas. Our extraction of liquiderf the upgrader offas stream allows the upgraders to burn cleaneraiaas streams a
reduce their overall air emissions. Our Canadiagisintam business competes for the sale of its pteduth traditional Canadian midstre
companies on the basis of operational expertiseg pservice offerings and availability of the puets we produce.
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EMPLOYEES
At February 1, 2012, we had approximately 4,29Btfaie employees.

FINANCIAL INFORMATION ABOUT GEOGRAPHIC AREAS

See Note 18 of our Notes to Consolidated Finarf8iatements for amounts of revenues during thethase fiscal years from exter
customers attributable to the United States andoadign countries. Also see Note 18 of our Note<bnsolidated Financial Statements
information relating to long-lived assets during thst three fiscal years, located in the UniteteStand all foreign countries.
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Iltem 1A. Risk Factors

FORWARD-LOOKING STATEMENTS AND CAUTIONARY STATEMENT
FOR PURPOSES OF THE “SAFE HARBOR” PROVISIONS OF
THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 199 5

Certain matters contained in this report includerfard-looking statements¥ithin the meaning of Section 27A of the Securitheg of
1933, as amended, and Section 21E of the Secugitielsange Act of 1934, as amended. These fonlarking statements relate to anticipe
financial performance, managemenplans and objectives for future operations, ssrprospects, outcome of regulatory proceedingeke
conditions and other matters. We make these fonleaoking statements in reliance on the safe harboteptions provided under the Priv
Securities Litigation Reform Act of 1995.

All statements, other than statements of historiaats, included in this report that address ati#isj events or developments that
expect, believe or anticipate will exist or may wcm the future, are forward-looking statementsrvwardiooking statements can be identil
by various forms of words such as “anticipatesglitves,” “seeks,” “could,” “may,” “should,” “contiues,” “estimates,” “expects,” “forecasts,”
“intends,” “might,” “goals,” “objectives,” “targets “planned,” “potential,” “projects,” “scheduled,"will” or other similar expressions. Th
forward-looking statements are based on manageméetiefs and assumptions and on information ctlyreavailable to management ¢
include, among others, statements regarding:

* Amounts and nature of future capital expenditu

» Expansion and growth of our business and operat
» Financial condition and liquidity

» Business strateq

» Cash flow from operations or results of operatic

» Seasonality of certain business compone

» Natural gas, natural gas liquids and crude oilgwiand deman
Forwardiooking statements are based on numerous assursptiocertainties and risks that could cause futwents or results to
materially different from those stated or impliedthis report. Many of the factors that will detémmthese results are beyond our abilit

control or predict. Specific factors that could sawactual results to differ from results contenguldty the forwardeoking statements incluc
among others, the following:

» Availability of supplies, market demand, volatilib§ prices, and the availability and cost of cap

» Inflation, interest rates, fluctuation in foreigrchange, and general economic conditions (incluflimgre disruptions and volatili
in the global credit markets and the impact of éhegents on our customers and suppli¢

» The strength and financial resources of our corgsti

» Ability to acquire new businesses and assets aedriate those operations and assets into our mxistisinesses, as well as exf
our facilities;

» Development of alternative energy sourc
» The impact of operational and development haz:

» Costs of, changes in, or the results of laws, guwent regulations (including safety and climatengfearegulation and change:
natural gas production from exploration and productareas that we serve), environmental liabilitisgation, and rat
proceedings
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* Our costs and funding obligations for defined bngefnsion plans and other postretirement benkfitg
e Changes in maintenance and construction c

* Changes in the current geopolitical situati

»  Our exposure to the credit risk of our customers @unterparties

» Risks related to strategy and financing, includiegtrictions stemming from our debt agreementyjréuchanges in our cre
ratings and the availability and cost of cre

» Risks associated with future weather conditic
» Acts of terrorism, including cybersecurity threatsl related disruption
» Additional risks described in our filings with tiS=curities and Exchange Commissi
Given the uncertainties and risk factors that caaldse our actual results to differ materially frirase contained in any forwaloeking
statement, we caution investors not to unduly oglyur forwardiooking statements. We disclaim any obligationard do not intend to updi

the above list or to announce publicly the resdltany revisions to any of the forwatdeking statements to reflect future event:
developments.

In addition to causing our actual results to diffiue factors listed above and referred to below weuse our intentions to change fi
those statements of intention set forth in thisorepSuch changes in our intentions may also causeesults to differ. We may change
intentions, at any time and without notice, basgdnuchanges in such factors, our assumptions henoetse.

Because forwardboking statements involve risks and uncertaintigs,caution that there are important factors, iditaah to those liste
above, that may cause actual results to differ rizdie from those contained in the forwalabking statements. These factors are descrik
the following section.
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RISK FACTORS

You should carefully consider the following riskcfars in addition to the other information in thieport. Each of these factors cc
adversely affect our business, operating resutid fimancial condition, as well as adversely aftbet value of an investment in our securities.

Risks Related to the Spin-Off
The separation of our exploration and production bimess may not achieve its intended results.

The separation of our exploration and productiosifess, completed on December 31, 2011, may na¢\alits intended results ¢
could have an adverse effect on us due to a nupffactors. For example, the separation has sigaifly reduced the scope and scale o
business, we may not be able to grow as expectédvarmay incur proportionately higher costs to afer

If there is a determination that the sp-off of WPX stock to our stockholders is taxable fokS. federal income tax purposes because
facts, representations, or undertakings underlyiag IRS private letter ruling or a tax opinion arencorrect or for any other reason, then
and our stockholders could incur significant incontex liabilities.

In connection with our original separation plantttalled for an initial public offering (IPO) ofatk of WPX and a subsequent spiffi-of
our remaining shares of WPX to our stockholderspained a private letter ruling from the InterRavenue Service (IRS) and an opinio
our outside tax advisor, to the effect that therifistion by us of WPX shares to our stockholdensd any related restructuring transac
undertaken by us, would not result in recognitiond.S. federal income tax purposes, of incomen,gai loss to us or our stockholders u
section 355 and section 368(a)(1)(D) of the InteRevenue Code of 1986 (the Code), except for pasiments made to our stockholder
lieu of fractional shares of WPX common stock. ¢idiion, we received an opinion from our outside &alvisor to the effect that the spiff-
pursuant to our revised separation plan which wtamately consummated on December 31, 2011, whichnadt involve an IPO of WP
shares, would not result in the recognition, fateigal income tax purposes, of income, gain, or fosss or our stockholders under section
and section 368(a)(1)(D) of the Code, except fahgaayments made to our stockholders in lieu aftifvaal shares of WPX. The private le
ruling and opinion have relied on or will rely oartain facts, representations, and undertakings fre and WPX regarding the past and fu
conduct of the companieséspective businesses and other matters. If anhexfe facts, representations, or undertakings caréecome
incorrect or are not otherwise satisfied, includasga result of certain significant changes instioek ownership of us or WPX after the spiffi-
or if the IRS disagrees with any such facts andesntations upon audit, we and our stockholdegsmoabe able to rely on the private le
ruling or the opinion of our tax advisor and cobklsubject to significant income tax liabilities.

The spinoff may expose us to potential liabilities arisingut of state and federal fraudulent conveyance lawsad legal dividen
requirements that we did not assume in our agreeitsemith WPX.

The spin-off is subject to review under varioudesiand federal fraudulent conveyance laws. A coauid deem the spioff or certair
internal restructuring transactions undertaken byiruconnection with the separation to be a fragilutonveyance or transfer. Fraudu
conveyances or transfers are defined to includesteas made or obligations incurred with the achoignt to hinder, delay or defraud currer
future creditors or transfers made or obligatiomsuired for less than reasonably equivalent valbenshe debtor was insolvent, or
rendered the debtor insolvent, inadequately capétdlor unable to pay its debts as they become Aumurt could void the transactions
impose substantial liabilities upon us, which coadtversely affect our financial condition and cesults of operations. Whether a transacti
a fraudulent conveyance or transfer will vary defieg upon the jurisdiction whose law is being apgliUnder the separation and distribu
agreement between us and WPX, from and after timecdfy each of WPX and we are responsible for thegldlabilities and other obligatio
related to the business or businesses which eacls ewd operates. Although we do not expect to digedifor any such obligations |
expressly assumed by us pursuant to the sepagatibn
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distribution agreement, it is possible that a covould disregard the allocation agreed to betwédmnparties, and require that we ass
responsibility for obligations allocated to WPX,rtieularly if WPX were to refuse or were unablegay or perform the subject alloca
obligations.

Risks Related to our Business

The longterm financial condition of our natural gas pipelia and midstream businesses is dependent on theiwoad availability of natura
gas supplies in the supply basins that we accessmahd for those supplies in our traditional marketnd the prices of and market deme
for natural gas.

The development of the additional natural gas xesethat are essential for our gas pipeline andstneidm businesses to thrive reqt
significant capital expenditures by others for exation and development drilling and the instatlatiof production, gathering, stora
transportation and other facilities that permitunat gas to be produced and delivered to our pipefiystems. Low prices for natural (
regulatory limitations, including environmental tdgtions, or the lack of available capital for thegrojects could adversely affect
development and production of additional reseressyell as gathering, storage, pipeline transgortaind import and export of natural
supplies, adversely impacting our ability to filet capacities of our gathering, transportation@odessing facilities.

Production from existing wells and natural gas $yjasins with access to our pipeline and gathesygjems will also naturally decli
over time. The amount of natural gas reserves lyidgrthese wells may also be less than anticipaded the rate at which production fr
these reserves declines may be greater than atgdipAdditionally, the competition for natural gaspplies to serve other markets ct
reduce the amount of natural gas supply for outocnsrs. Accordingly, to maintain or increase thetcacted capacity or the volume of nat
gas transported on or gathered through our pipsiyiséems and cash flows associated with the gatharid transportation of natural gas,
customers must compete with others to obtain adecpugoplies of natural gas. In addition, if natwas prices in the supply basins connect
our pipeline systems are higher than prices inrotiural gas producing regions, our ability to pete with other transporters may
negatively impacted on a short-term basis, as agWith respect to our lortgrm recontracting activities. If new supplies atural gas are n
obtained to replace the natural decline in volurdmem existing supply areas, if natural gas suppéies diverted to serve other market:
development in new supply basins where we do neé l&gnificant gathering or pipeline systems redudemand for our services, o
environmental regulators restrict new natural gébrdy, the overall volume of natural gas trangeal; gathered and stored on our system v
decline, which could have a material adverse eff@cour business, financial condition and resulteperations. In addition, new LNG imp
facilities built near our markets could result@s$ demand for our gathering and transportatidtities.

Significant prolonged changes in natural gas pricesuld affect supply and demand and cause a terntioia of our lonc-term transportatiol
and storage contracts or a reduction in throughpaoi the gas pipeline systems.

Higher natural gas prices over the long term cowdsult in a decline in the demand for natural ged, aherefore, in longerrr
transportation and storage contracts or througbpuiur gas pipeline systems. Also, lower naturalréces over the long term could result
decline in the production of natural gas resultingreduced contracts or throughput on the gas ipipedystems. As a result, signific
prolonged changes in natural gas prices could leaweaterial adverse effect on our gas pipeline lessinfinancial condition, results
operations and cash flows.

Prices for NGLs, natural gas and other commoditiésc¢luding oil, are volatile and this volatility cald adversely affect our financial resuli
cash flows, access to capital and ability to maintaur existing businesses.

Our revenues, operating results, future rate ofgraand the value of certain components of ourrmsses depend primarily upon
prices of NGLs, natural gas, oil, or other commieditand the differences between
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prices of these commodities. Price volatility carpact both the amount we receive for our products services and the volume of prod
and services we sell. Prices affect the amountsh dlow available for capital expenditures and ahitity to borrow money or raise additio
capital. Any of the foregoing can also have an eslveffect on our business, results of operatimancial condition and cash flows.

The markets for NGLs, natural gas, oil and othenmmdities are likely to continue to be volatile. Wifluctuations in prices might res
from relatively minor changes in the supply of atemand for these commodities, market uncertainty @her factors that are beyond
control, including:

*  Worldwide and domestic supplies of and demand &ural gas, NGLs, oil, petroleum, and related comtities;
e Turmoil in the Middle East and other producing cet;

* The activities of the Organization of Petroleum &tjmg Countries

» Terrorist attacks on production or transportatiegets

* Weather conditions

* The level of consumer demar

» The price and availability of other types of fue

* The availability of pipeline capacit

»  Supply disruptions, including plant outages andgpertation disruption:

» The price and quantity of foreign imports of natgas and oil

» Domestic and foreign governmental regulations anég;

» Volatility in the natural gas and oil marke

» The overall economic environmel

» The credit of participants in the markets wheredprts are bought and so

» The adoption of regulations or legislation relatiiogclimate change and changes in natural gas ptiotufrom exploration ar
production areas that we ser

We might not be able to successfully manage th&siassociated with selling and marketing produatsthe wholesale energy markets.

Our portfolio of derivative and other energy contsamay consist of wholesale contracts to buy aficcemmaodities, including contra
for natural gas, NGLs and other commodities thatsattled by the delivery of the commodity or ctsbughout the United States. If the va
of these contracts change in a direction or matiregrwe do not anticipate or cannot manage, itccoeatively affect our results of operatic
In the past, certain marketing and trading compah#re experienced severe financial problems dpeide volatility in the energy commod
markets. In certain instances this volatility hasised companies to be unable to deliver energy aulities that they had guaranteed ui
contract. If such a delivery failure were to octuone of our contracts, we might incur additiolslses to the extent of amounts, if any, alr
paid to, or received from, counterparties. In a@dditin our businesses, we often extend credituioocounterparties. Despite performing cr
analysis prior to extending credit, we are expdsetthe risk that we might not be able to collecoamts owed to us. If the counterparty to ¢
a transaction fails to perform and any collatehnat tsecures our counterpagydbligation is inadequate, we will suffer a loBswnturns in th
economy or disruptions in the global credit marleetsld cause more of our counterparties to fajedorm than we expect.
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Certain of our gas pipeline services are subjectlomg-term, fixedprice contracts that are not subject to adjustmertien if our cost t
perform such services exceeds the revenues recdioea such contracts

Our gas pipelines provide some services pursudonfpterm, fixed price contracts. It is possible thastsdo perform services under s
contracts will exceed the revenues they collecttieir services. Although most of the servicesmieed at cosbased rates that are subjec
adjustment in rate cases, under FERC policy, alaggiiservice provider and a customer may mutwsghge to sign a contract for service
“negotiated rate” that may be above or below th&EEegulated cost-based rate for that service. &Hesgotiated ratetontracts are n
generally subject to adjustment for increased cthets could be produced by inflation or other fasteelating to the specific facilities be
used to perform the services.

We may not be able to maintain or replace expiringtural gas transportation and storage contracts fatvorable rates or on a longerm
basis.

Our primary exposure to market risk for our gasepipes occurs at the time the terms of their existransportation and storage contr
expire and are subject to termination. Upon exjinabf the terms, we may not be able to extendrectg with existing customers to obt
replacement contracts at favorable rates or omgterm basis.

The extension or replacement of existing contrdefsends on a number of factors beyond our coritrdyding:
* The level of existing and new competition to delimatural gas to our marke
* The growth in demand for natural gas in our martk
»  Whether the market will continue to support I-term firm contracts
*  Whether our business strategy continues to be ssftdf
» The level of competition for natural gas supplieshie production basins serving
» The effects of state regulation on customer cotitrg@ractices

Any failure to extend or replace a significant pmrtof our existing contracts may have a materiease effect on our business, finar
condition, results of operations and cash flows.

Our risk management and measurement systems andyhreglactivities might not be effective and couldciease the volatility of our results.

The systems we use to quantify commodity price aisociated with our businesses might not alwaysltmved or might not always |
effective. Further, such systems do not in theneseimanage risk, particularly risks outside of oomtml, and adverse changes in en
commodity market prices, volatility, adverse caateln of commodity prices, the liquidity of markethanges in interest rates and other
discussed in this report might still adversely efffeur earnings, cash flows and balance sheet wadicable accounting rules, even if ri
have been identified.

In an effort to manage our financial exposure eglab commodity price and market fluctuations, vagehentered and may in the fui
enter into contracts to hedge certain risks assstiaith our assets and operations. In these hgdagtivities, we have used and may in
future use fixed-price, forward, physical purchasd sales contracts, futures, financial swaps atidrocontracts traded in the over-tbednte
markets or on exchanges. Nevertheless, no singlgitng arrangement can adequately address all pigs®ent in a given contract. For exan
a forward contract that would be effective in hedgcommaodity price volatility risks would not hedgee contracs counterparty credit
performance risk. Therefore, unhedged risks wiWagls continue to exist. While we attempt to managanterparty credit risk with
guidelines established by our credit policy, we maybe able to successfully manage all creditaistt as such, future cash flows and resu
operations could be impacted by counterparty defaul
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Our use of hedging arrangements through which vesngit to reduce the economic risk of our partiégratn commodity markets cot
result in increased volatility of our reported rksuChanges in the fair values (gains and loseéslerivatives that qualify as hedges ut
generally accepted accounting principles (GAAP)the extent that such hedges are not fully effeciivoffsetting changes to the value of
hedged commodity, as well as changes in the fdirevaf derivatives that do not qualify or have been designated as hedges under G,
must be recorded in our income. This creates tble af volatility in earnings even if no economicpatt to us has occurred during
applicable period.

The impact of changes in market prices for NGLs rsawtiral gas on the average prices paid or recdéiyatss may be reduced based or
level of our hedging activities. These hedging rgements may limit or enhance our margins if theketaprices for NGLs or natural gas w
to change substantially from the price establidhethe hedges. In addition, our hedging arrangesnexppose us to the risk of financial los
certain circumstances, including instances in which

* Volumes are less than expect
* The hedging instrument is not perfectly effectinaniitigating the risk being hedge
* The counterparties to our hedging arrangementsa&onor their financial commitmen

The adoption and implementation of new statutorydaregulatory requirements for derivative transaati® could have an adverse impact
our ability to hedge risks associated with our boess and increase the working capital requiremetdsconduct these activities.

In July 2010, federal legislation known as the Dé&ddnk Wall Street Reform and Consumer Protectioh (ke Act) was enacted. T
Act provides for new statutory and regulatory regoients for derivative transactions, includingasil gas hedging transactions. Among ¢
things, the Act provides for the creation of pasitilimits for certain derivatives transactions,vesl as requiring certain transactions tc
cleared on exchanges for which cash collateralbelfequired. The final impact of the Act on ouddi@g activities is uncertain at this time |
to the requirement that the SEC and the Commaodtigsres Trading Commission (CFTC) promulgate raled regulations implementing
new legislation within 360 days from the date od&ment. These new rules and regulations couldfi&gntly increase the cost of derivat
contracts, materially alter the terms of derivaibemtracts or reduce the availability of derivasivAlthough we believe the derivative contr.
that we enter into should not be impacted by pmsitimits and should be exempt from the requirententlear transactions through a cet
exchange or to post collateral, the impact upon bmsginesses will depend on the outcome of the imeiding regulations adopted by
CFTC.

Depending on the rules and definitions adoptecheyGFTC or similar rules that may be adopted bymotagulatory bodies, we might
the future be required to provide cash collatezalbur commodities hedging transactions under oigtances in which we do not currently |
cash collateral. Posting of such additional casletral could impact liquidity and reduce our camlailable for capital expenditures.
requirement to post cash collateral could therefedeice our ability to execute hedges to reducenuodity price uncertainty and thus pro
cash flows. If we reduce our use of derivativea assult of the Act and regulations, our resultsdrations may become more volatile anc
cash flows may be less predictable.

We depend on certain key customers for a significgrortion of our revenues. The loss of any of thelsey customers or the loss of ¢
contracted volumes could result in a decline in dbwsiness.

Our gas pipeline and midstream businesses rely limited number of customers for a significant pamtof their revenues. Althou
some of these customers are subject to tengr contracts, extensions or replacements of tbestracts may not be renegotiated on favo
terms, if at all. The loss of all, or even a pantwf the revenues from natural gas, NGLs or cotgchgolumes, as applicable, supplied by t
customers, as a result of competition, creditwoghs, inability to negotiate extensions or replaa& of contracts or otherwise, could ha
material adverse effect on our business, finarmdaldition, results of operations, and cash flowdess we are able to acquire compat
volumes from other sources.
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We are exposed to the credit risk of our customarsl counterparties, and our credit risk managememiy not be adequate to prot
against such risk.

We are subject to the risk of loss resulting froompayment and/or nonperformance by our customeatannterparties in the ordini
course of our business. Generally, our customesrated investment grade, are otherwise consideneditworthy or are required to me
prepayments or provide security to satisfy creditaerns. However, our credit procedures and pslioiay not be adequate to fully elimir
customer and counterparty credit risk. We cannetligt to what extent our business would be impattgdieteriorating conditions in t
economy, including declines in our customers’ andnterparties’creditworthiness. If we fail to adequately asséws dreditworthiness
existing or future customers and counterpartiegnticipated deterioration in their creditworthinessl any resulting increase in nonpayr
and/or nonperformance by them could cause us teddwn or write-off doubtful accounts. Such writewns or writeeffs could negative!
affect our operating results in the periods in wahieey occur, and, if significant, could have aenial adverse effect on our business, resu
operations, cash flows and financial condition.

Our industry is highly competitive, and increasedrpetitive pressure could adversely affect our Imesis and operating results.

We have numerous competitors in all aspects obosmesses, and additional competitors may entemawkets. Other companies w
which we compete may be able to respond more guickhew laws or regulations or emerging techn@sgor to devote greater resource
the construction, expansion or refurbishment ofrtFeilities than we can. In addition, current potential competitors may make stratt
acquisitions or have greater financial resources thve do, which could affect our ability to makedastments or acquisitions. Similarly
highly-liquid competitive commodity market in natural gasl increasingly competitive markets for natura gervices, including competiti
secondary markets in pipeline capacity, have d@esloAs a result, pipeline capacity is being usedenefficiently, and peaking and stor
services are increasingly effective substitutesaionual pipeline capacity. We may not be able tmpmste successfully against current
future competitors and any failure to do so cowdeteha material adverse effect on our businessndiahcondition, results of operations, .
cash flows.

Our operations are subject to operational hazardsdaunforeseen interruptions for which they may nbe adequately insured.

There are operational risks associated with gathetransporting, storage, processamgl treating of natural gas and the fractionatiod
storage of NGLs, including:

* Hurricanes, tornadoes, floods, fires, extreme wayatbnditions, and other natural disast
» Aging infrastructure and mechanical problel

» Damages to pipelines and pipeline blockages orgtipeline interruptions

» Uncontrolled releases of natural gas (including g@s), NGLs, brine or industrial chemice
» Collapse or failure of storage caver

e Operator error

« Damage caused by th-party activity, such as operation of constructignipment;

» Pollution and other environmental ris|

» Fires, explosions, craterings and blowo

* Risks related to truck and rail loading and unloggl

* Risks related to operating in a marine environm

» Terrorist attacks or threatened attacks on oulifiasi or those of other energy compan
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Any of these risks could result in loss of humda, Ipersonal injuries, significant damage to propeenvironmental pollution, impairme
of our operations and substantial losses to uactordance with customary industry practice, wenta@ insurance against some, but not a
these risks and losses, and only at levels we\eli@ be appropriate. The location of certain segmef our facilities in or near popula
areas, including residential areas, commercialn@ss centers and industrial sites, could incrdesétel of damages resulting from these r
In spite of our precautions, an event such as tlieseribed above could cause considerable harnedpl@ or property, and could hav
material adverse effect on our financial conditeom results of operations, particularly if the eviemot fully covered by insurance. Accide
or other operating risks could further result indof service available to our customers.

Our costs of testing, maintaining or repairing odacilities may exceed our expectations and the FERCcompetition in our markets mi
not allow us to recover such costs in the ratesaharge for our services.

We have experienced unexpected leaks or rupturemerof our gas pipeline systems, including a ngphear Appomattox, Virginia
2008 and a rupture near Sweet Water, Alabama ir1.208e could experience additional unexpected leaksuptures on our gas pipel
systems, or be required by regulatory authoritbetest or undertake modifications to our systenas tould result in a material adverse im
on our business, financial condition and resultopérations if the costs of testing, maintainingrepairing our facilities exceed curr
expectations and the FERC or competition in ourketardo not allow us to recover such costs in #iesrwe charge for our service.
example, in response to a recent tipedty pipeline rupture, PHMSA issued an Advisonjl&in which, among other things, advises pipe
operators that if they are relying on design, aamsion, inspection, testing, or other data to datee the pressures at which their pipel
should operate, the records of that data mustaeedble, verifiable and complete. More recentlg,Ripeline Safety, Regulatory Certainty,
Job Creation Act of 2011 became law and underdtsisite PHMSA may issue additional regulations @sising such records. Locating s
records and, in the absence of any such recordg$ying maximum pressures through physical testingnodifying or replacing facilities
meet the demands of such pressures, could sigmiijcancrease our costs. Additionally, failure tochte such records or verify maxim
pressures could result in reductions of allowalplerating pressures, which would reduce availabpacity on our pipelines.

We do not insure against all potential losses amulld be seriously harmed by unexpected liabilities by the inability of our insurers t
satisfy our claims

We are not fully insured against all risks inherenbur business, including environmental accidéis do not maintain insurance in
type and amount to cover all possible risks of.loss

We currently maintain excess liability insurancehalimits of $610 million per occurrence and in trenual aggregate with $2 million |
occurrence deductible. This insurance covers ussohbsidiaries, and certain of our affiliates fegal and contractual liabilities arising ou
bodily injury or property damage, including resogfiloss of use to third parties. This excess lighihsurance includes coverage for sudder
accidental pollution liability for full limits, wh the first $135 million of insurance also provigligradual pollution liability coverage for natt
gas and NGL operations.

Although we maintain property insurance on cergaiysical assets that we own, lease or are resgertsibnsure, the policy may r
cover the full replacement cost of all damagedtassethe entire amount of business interruptias lve may experience. In addition, cel
perils may be excluded from coverage or $ofited. We may not be able to maintain or obtaigurance of the type and amount we des
reasonable rates. We may elect to self insure topoof our risks. We do not insure our onshoreargtbund pipelines for physical dame
except at certain locations such as river crossimgiscompressor stations. Offshore assets areembf@r property damage when loss is due
named windstorm event and coverage for loss camgednamed windstorm is significantly slilmited and subject to a large deductible. Al
our insurance is subject to deductibles. If a $igant accident or event occurs for which we arefally insured it could adversely affect «
operations and financial condition.
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In addition, to the insurance coverage describeav@bwe are a member of Oil Insurance Limited (Qlan energy industry mutt
insurance company, which provides coverage for d@nta our property. As an insured of OIL, we shiaré¢he losses among other (
members even if our property is not damaged.

Furthermore, any insurance company that providgsrege to us may experience negative developmeatsould impair their ability -
pay any of our claims. As a result, we could beosegl to greater losses than anticipated and mag teawbtain replacement insuranct
available, at a greater cost.

The occurrence of any risks not fully covered gurance could have a material adverse effect obwsiness, financial condition, res!
of operations and cash flows, and our ability {weseour debt.

Execution of our capital projects subjects us tonstruction risks, increases in labor costs and maads, and other risks that may advers
affect financial results.

The growth in our gas pipeline and midstream bwsses may be dependent upon the construction of mewral gas gatherir
transportation, compression, processing or tregiipglines and facilities or natural gas liquidachionation or storage facilities, as well as
expansion of existing facilities. Construction apansion of these facilities is subject to varioegulatory, development and operational ri
including:

» The ability to obtain necessary approvals and pgerhyi regulatory agencies on a timely basis andooeptable term:
» The availability of skilled labor, equipment, an@t@rials to complete expansion proje

» Potential changes in federal, state and local tesitand regulations, including environmental rezmients, that prevent a proj
from proceeding or increase the anticipated cost@project

» Impediments on our ability to acquire rig-of-way or land rights on a timely basis and on acd#ptierms

* The ability to construct projects within estimataabts, including the risk of cost overruns resgltirom inflation or increased co
of equipment, materials, labor, or other factongdmel our control, that may be materi

» The ability to access capital markets to fund aumasion projects

Any of these risks could prevent a project fromgeeding, delay its completion or increase its gdited costs. As a result, new facili
may not achieve expected investment return, whichdcadversely affect our results of operationsaficial position or cash flows.

Our costs and funding obligations for our definecehefit pension plans and costs for our other posittement benefit plans are affected
factors beyond our control

We have defined benefit pension plans coveringtantially all of our U