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

FORM 10-Q

X Quarterly Report Pursuant to Section 13 or 15(dhefSecurities Exchange Act of 1934
For the quarterly period ended June 30, 2008

OR
___Transition Report Pursuant to Section 13 or 15{dhe Securities Exchange Act of 1934
For the transition period from to

Commission file numbet-12202

ONEOK PARTNERS, L.P.

(Exact name of registrant as specified in its @rart

Delaware 93-1120873
(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organizatiol

100 West Fifth Street, Tulsa, OK 74103
(Address of principal executive office (Zip Code)

Registrant’s telephone number, including area ¢6d8) 588-7000
Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange

of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastfg@s. Yes X No_

Indicate by checkmark whether the registrant &rgd accelerated filer, an accelerated filer, aauoelerated filer, or a smaller reporting
company. See definition of “large accelerated fjlesiccelerated filer” and “smaller reporting conmgd in Rule 12b-2 of the Exchange Act.
Large accelerated filer X Accelerated filer Non-accelerated filer Smaller reporting company

Indicate by checkmark whether the registrant isedl sompany (as defined in Rule 12b-2 of the ExgjeaAct).
Yes_ No X

Indicate the number of shares outstanding of e&tiedssuer’s classes of common stock, as ofdtest practicable date.

Class Outstanding at July 31, 2008

Common units 54,426,087 unit
Class B unit 36,494,126 unit
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As used in this Quarterly Report on Form 10-Q, "Weur,” “us” or the “Partnership” refers to ONEORartners, L.P. and its subsidiary,
ONEOK Partners Intermediate Limited Partnershipigsdubsidiaries, unless the context indicatesrailse.

The statements in this Quarterly Report on FornQLtat are not historical information, includingas¢ments concerning plans and
objectives of management for future operationsnentac performance or related assumptions, are fodalaoking statements. Forward-
looking statements may include words such as “gdie,” “estimate,” “expect,” “project,” “intend,” “plan,” “believe,” “should,” “goal,”
“forecast,” “could,” “may,” “continue,” “might,” “p otential,” “scheduled” and other words and termssifmilar meaning. Although we
believe that our expectations regarding future éseme based on reasonable assumptions, we camgiassurance that our goals will be
achieved. Important factors that could cause acteallts to differ materially from those in the@rd-looking statements are described
under Part I, Item 2, Management'’s Discussion andlgsis of Financial Condition and Results of Opinas, “Forward-Looking
Statements” in this Quarterly Report on Form 104@lainder Part I, Item 1A, Risk Factors, in our AahReport on Form 10-K for the year

ended December 31, 2007.
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GLOSSARY

The abbreviations, acronyms and industry terminplaged in this Quarterly Report are defined aofod:

AFUDC
ARB
Bbl
Bbl/d
BBtu/d
Btu

Bushton Plan

EITF

Exchange Ac

FASB

FERC

FIN

Fort Union Gas Gatherir
GAAP

Guardian Pipelini
Heartland

KCC

KDHE

MBDbI

MBbl/d

Midwestern Gas Transmissit
MMBtu

MMBtu/d

MMcf/d

Moody's

NBP Service:

NGL(s)

Northern Border Pipelin
NYMEX

OBPI

OCC

OkTex Pipeline
ONEOK

ONEOK Partners GP

Overland Pass Pipeline Compsz

Partnership Agreement

S&P
SEC
Statemen

Allowance for funds used during construct
Accounting Research Bullet

Barrels, 1 barrel is equivalent to 42 United Staaitons
Barrels per da

Billion British thermal units per da

British thermal units, a measure of the amounteaititequired to raise the temperature of

one pound of water one degree Fahrer
Bushton Gas Processing Pl
Emerging Issues Task For
Securities Exchange Act of 1934, as amer
Financial Accounting Standards Bo:
Federal Energy Regulatory Commiss
FASB Interpretatiot
Fort Union Gas Gathering, L.L.(
Generally Accepted Accounting Principles in the tgdiState:
Guardian Pipeline, L.L.C
Heartland Pipeline Compai
Kansas Corporation Commissi
Kansas Department of Health and Environn
Thousand barrel
Thousand barrels per d
Midwestern Gas Transmission Compz
Million British thermal units
Million British thermal units per da
Million cubic feet per da
Moody's Investors Service, In
NBP Services, LLC, a subsidiary of ONEC
Natural gas liquid(s
Northern Border Pipeline Compa
New York Mercantile Exchanc
ONEOK Bushton Processing Ir
Oklahoma Corporation Commissi
OkTex Pipeline Company, L.L.C
ONEOK, Inc.

ONEOK Partners GP, L.L.C., a wholly owned subsigiaff ONEOK, Inc. and our sole

general partne
Overland Pass Pipeline Company L

Third Amended and Restated Agreement of Limitedrieaship of ONEOK Partners, L.P.,

as amende
Standard & Poc's Rating Grouj
Securities and Exchange Commiss
Statement of Financial Accounting Stande
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PART I—FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

ONEOK Partners, L.P. and Subsidiaries
CONSOLIDATED STATEMENTS OF INCOME

Three Months Ended Six Months Ended
June 30, June 30,
(Unaudited) 2008 2007 2008 2007
(Thousands of dollars, except per unit amou
Revenues $2,143,89; $1,375,31. $4,202,92° $2,543,98:
Cost of sales and fu 1,862,95! 1,157,74 3,653,46! 2,121,04
Net Margin 280,93: 217,57( 549,45t 422,941
Operating Expenses
Operations and maintenar 80,53: 74,37 157,47: 141,04°
Depreciation and amortizatic 30,03: 28,01 59,97t 55,52¢
General taxe 6,62¢ 7,24¢ 17,767 16,257
Total Operating Expenst 117,19: 109,63: 235,21! 212,83(
Gain (Loss) on Sale of Ass¢ 3 (379 28 1,824
Operating Income 163,73¢ 107,55¢ 314,27 211,93«
Equity earnings from investments (Note 17,61( 18,75¢ 45,39: 42,81:
Allowance for equity funds used during construct 11,67¢ 1,65¢ 20,172 2,99t
Other income 67€ 2,50z 2,73¢ 3,96t
Other expens (36) (29¢) (2,167 (517)
Interest expens (34,705 (33,509 (73,239 (65,807)
Income before Minority Interests and Income Ta 158,96( 96,67¢ 307,16¢ 195,39:
Minority interests in income of consolidated sulesis (139 (92 (257) 77
Income taxe: (4,305 (1,969 (7,379 (4,84))

Net Income

$ 15452 $ 94,61¢ $ 299,53¢ $ 190,37

Limited partner’ interest in net income
Net income
General partne’ interest in net incom

$ 15452, $ 9461¢ $ 29953¢ $ 190,37
(21,689 (14,05 (41,399 (27,330

Limited Partner Interest in Net Incom

$ 132,830 $ 8056 $ 258,14¢ $ 163,04

Limited partner’ per unit net income
Net income per unit (Note k

$ 1.4€  $ 097 % 294 % 1.97

Number of Units Used in Computati(Thousands

90,90¢ 82,89 87,68( 82,89

See accompanying Notes to Consolidated Financa¢®ents.
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ONEOK Partners, L.P. and Subsidiaries
CONSOLIDATED BALANCE SHEETS

December 31

June 30,
(Unaudited) 2008 2007
Assets (Thousands of dollars
Current Assets
Cash and cash equivalel $ 76,41( $ 3,21:
Accounts receivable, n 538,18! 577,98¢
Affiliate receivables 67,29¢ 52,47¢
Gas and natural gas liquids in stor: 331,46( 251,21¢
Commodity exchanges and imbalan 154,35¢ 82,037
Other current asse 24,93¢ 19,96
Total Current Asset 1,192,64. 986,89¢
Property, Plant and Equipment
Property, plant and equipme 5,040,68! 4,436,37.
Accumulated depreciation and amortizat 826,76: 776,18!
Net Property, Plant and Equipment (Note 4,213,92 3,660,18!
Investments and Other Asset:
Investment in unconsolidated affiliates (Note 752,95:. 756,26(
Goodwill and intangible asse 680,36¢ 682,08:
Other asset 29,65 26,63
Total Investments and Other Ass 1,462,97. 1,464,98.
Total Assets $6,869,54¢  $ 6,112,06!
Liabilities and Partners’ Equity
Current Liabilities
Current maturities of lor-term deb $ 1193 $ 11,93(
Notes payabli 120,00( 100,00(
Accounts payabl 814,63t 742,90:
Affiliate payables 52,85¢ 18,29¢
Commodity exchanges and imbalan 379,61¢ 252,09!
Other current liabilitie: 136,12: 136,66«
Total Current Liabilities 1,515,16! 1,261,89
Long-term Debt, excluding current maturities 2,597,45. 2,605,391
Deferred Credits and Other Liabilities 47,68: 43,79¢
Commitments and Contingencies (Note H
Minority Interests in Consolidated Subsidiaries 5,911 5,80z
Partners’ Equity
General partne 74,04 58,41¢
Common units: 54,426,087 units and 46,397,214 isstsed and outstanding at June 30, 2008, and
December 31, 2007, respectivi 1,310,56 814,26¢
Class B units: 36,494,126 units issued and outstgrat June 30, 2008, and December 31, : 1,373,16! 1,340,63:
Accumulated other comprehensive income (loss) (&) (54,44)) (18,147)
Total Partner Equity 2,703,32! 2,195,17i
Total Liabilities and Partne’ Equity $6,869,54¢  $ 6,112,06!

See accompanying Notes to Consolidated Financa¢®ents.
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ONEOK Partners, L.P. and Subsidiaries
CONSOLIDATED STATEMENTS OF CASH FLOWS

Six Months Ended

June 30,
(Unaudited) 2008 2007
Operating Activities (Thousands of dollars
Net income $299,53¢ $ 190,37
Depreciation and amortizatic 59,97t 55,52¢
Allowance for equity funds used during construct (20,177) (2,995
Gain on sale of asse (28) (1,829
Minority interests in income of consolidated sulesis 257 177
Equity earnings from investmer (45,399 (42,817
Distributions received from unconsolidated affitis 39,90« 57,06¢
Changes in assets and liabilities (net of acquaisitéind disposition effects
Accounts receivabl 35,13¢ (69,680)
Affiliate receivables (14,81Y 21,46¢
Gas and natural gas liquids in stor: (104,55) 8,631
Accounts payabl 39,22¢ 140,85¢
Affiliate payables 34,55¢ (20,130
Commodity exchanges and imbalances, 55,20: 14,88¢
Other assets and liabilitit (48,886) 3,407
Cash Provided by Operating Activiti 329,94: 364,96(
Investing Activities
Changes in investments in unconsolidated affili 6,48( (7,659
Capital expenditures (less allowance for equitydfinsed during constructio (524,58)) (206,39)
Proceeds from sale of ass 111 3,75:
Changes in shc-term investment — (26,03¢)
Other 2,45( —
Cash Used in Investing Activitie (515,546 (236,329
Financing Activities
Cash distributions tc
General and limited partne (214,799 (189,009
Minority interests (14¢) (73)
Borrowing (repayment) of notes payable, 20,00( 99,00(
Issuance of common units, net of discot 450,19¢ —
Contributions from general partn 9,50¢ —
Payment of lon-term debi (5,969 (2,987
Other — (30)
Cash Provided by (Used in) Financing Activit 258,80 (93,099
Change in Cash and Cash Equivale 73,197 35,53
Cash and Cash Equivalents at Beginning of Pe 3,21z 21,102
Cash and Cash Eguivalents at End of Pe $ 7641C $ 56,63¢

See accompanying Notes to Consolidated Financidt®ents.
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ONEOK Partners, L.P. and Subsidiaries

CONSOLIDATED STATEMENT OF CHANGES IN PARTNERS’ EQUI TY AND COMPREHENSIVE INCOME

Common Class B General Common

(Unaudited) Units Units Partner Units

(Units) (Thousands of dollars
December 31, 20C 46,397,21. 36,494,12 $ 58,41t $ 814,26t
Net income - - 41,39: 150,26
Other comprehensive income (loss) (Note - - - -

Total comprehensive incon

Issuance of common units (Note 8,028,87. - - 450,19¢
Contribution from general partner (Note - - 9,50¢ -
Distributions paid (Note K - - (35,277) (104,16()
June 30, 200 54,426,08 36,494,12 $ 74,04 $ 1,310,5¢

See accompanying Notes to Consolidated Financi¢®ents.
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ONEOK Partners, L.P. and Subsidiaries
CONSOLIDATED STATEMENT OF CHANGES IN PARTNERS’ EQUI TY AND COMPREHENSIVE INCOME
(Continued)

Accumulated

Other
Class B Comprehensive Total Partners’
Units Income (Loss) Equity
(Thousands of dollars
December 31, 20C $ 1,340,631 $ (18,14 $ 2,195,17
Net income 107,88: - 299,53
Other comprehensive income (loss) (Note - (36,300 (36,300)
Total comprehensive incon 263,23¢
Issuance of common units (Note - - 450,19¢
Contribution from general partner (Note - - 9,50¢
Distributions paid (Note K (75,369 - (214,799
June 30, 200 $ 1,373,1¢ $ (54,449 $ 2,703,32
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ONEOK Partners, L.P. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

A. SUMMARY OF ACCOUNTING POLICIES

Our accompanying unaudited consolidated finantékments have been prepared in accordance withFGa#Al reflect all adjustments that,
in our opinion, are necessary for a fair preseomadif the results for the interim periods presenédidsuch adjustments are of a normal
recurring nature. These unaudited consolidatecdhéizh statements should be read in conjunction withaudited consolidated financial
statements in our Annual Report on Form 10-K ferykar ended December 31, 2007.

In July 2007, we announced a series of organizaticmanges that led to the realignment of our pevbusiness segments. Our financial
results are now reported in these four segmenthtagural Gas Gathering and Processing, which nesnanchanged; (ii) Natural Gas
Pipelines, which is comprised of our former intatstnatural gas pipelines segment and the natasahgsets of our former pipelines and
storage segment; (iii) Natural Gas Liquids Gathgand Fractionation, which remains unchanged; af)dN@tural Gas Liquids Pipelines,
which is comprised of the natural gas liquids assébur former pipelines and storage segmentr Pedods have been restated to reflect
these segment changes.

Our accounting policies are consistent with thdseldsed in Note A of the Notes to ConsolidatedaRiial Statements in our Annual Report
on Form 10-K for the year ended December 31, 2007.

Significant Accounting Policies
Property - The following table sets forth our property, legment, for the periods presented.

December 31

June 30,
2008 2007

(Thousands of dollars

Non-Regulated

Natural Gas Gathering and Process $1,293,90! $ 1,227,447
Natural Gas Pipeline 163,92 162,39(
Natural Gas Liquids Gathering and Fractiona 789,47" 672,04
Other 50,40( 50,48:
Regulated
Natural Gas Pipeline 1,240,38: 1,184,11.
Natural Gas Liquids Pipeline 1,502,60: 1,139,86!
Property, plant and equipme 5,040,68! 4,436,37.
Accumulated depreciation and amortizat 826,76 776,18!
Net property, plant and equipme $4,213,92 $ 3,660,18

At June 30, 2008, property, plant and equipmeraumnConsolidated Balance Sheets included construgtork in process of $1.2 billion that
had not yet been put in service and therefore wabe&ing depreciated.

Other

Fair Value Measurements- In September 2006, the FASB issued Statement“Fait, Value Measurements,” which establishes mmé&aork
for measuring fair value and requires additionatitisures about fair value measurements. Begintangary 1, 2008, we partially applied
Statement 157 as allowed by FASB Staff PositiorP(FE7-2, which delayed the effective date of Statet 157 for nonrecurring fair value
measurements associated with our nonfinancial aset liabilities. As of January 1, 2008, we apptiee provisions of Statement 157 to our
recurring fair value measurements, and the impast mot material. See Note C for disclosures ofviaine measurements for our financial
instruments. Under FSP 157-2, we will be requitedpply Statement 157 to our nonrecurring fair gaheasurements associated with our
nonfinancial assets and liabilities beginning Jayda 2009. We are currently reviewing the impacBtatement 157 to our nonrecurring fair
value measurements associated with our nonfinaasg#ts and liabilities, as well as the potentigidct on our consolidated financial
statements.

10
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In February 2007, the FASB issued Statement 159e ‘Hair Value Option for Financial Assets and Faialn_iabilities,” which allows
companies to elect to measure specified finansisgts and liabilities, firm commitments, and noaficial warranty and insurance contraci
fair value on a contract-by-contract basis, withres in fair value recognized in earnings eacbrtiey period. At January 1, 2008, we did
not elect the fair value option under Statementda® therefore there was no impact on our congeliinancial statements.

Master Netting Arrangements- In April 2007, the FASB issued Staff Position NN 39-1, “Amendment of FASB Interpretation No.,'39
which requires entities that offset the fair vaturounts recognized for derivative receivables ayabples to also offset the fair value amo
recognized for the right to reclaim cash collatevith the same counterparty under a master nediimgement. We applied the provisions of
FIN 39-1 to our consolidated financial statememgibning January 1, 2008, and the impact was nt¢niah See Note C for applicable
disclosures.

Business Combinations In December 2007, the FASB issued Statement 12Biginess Combinations,” which will require most
identifiable assets, liabilities, noncontrollingerest (previously referred to as minority inteyestd goodwill acquired in a business
combination to be recorded at fair value. StateridaR is effective for our year beginning Januar2@9, and will be applied prospective
Based upon our initial review of Statement 141Ryrehis no impact on our current consolidated firgrstatements.

Noncontrolling Interests - In December 2007, the FASB issued Statement“Naihcontrolling Interests in Consolidated Financial
Statements - an amendment of ARB No. 51,” whichuiireg noncontrolling interest (previously refertecas minority interest) to be reported
as a component of equity. Statement 160 is effedtv our year beginning January 1, 2009, andreduire retroactive adoption of the
presentation and disclosure requirements for exjstiinority interests. Based upon our initial revief Statement 160, we do not expect the
provisions of Statement 160 to have a material chpa our consolidated financial statements; howesartain financial statement
presentation changes and additional required digoés will be applicable to us.

Derivative Instruments and Hedging Activities Discbsure- In March 2008, the FASB issued Statement 161s¢@isures about Derivative
Instruments and Hedging Activities - an amendmemASB Statement No. 133,” which requires enhamiedosures about how derivative
and hedging activities affect our financial positiinancial performance and cash flows. Statertiédtis effective for our year beginning
January 1, 2009, and will be applied prospectividlg. are currently reviewing the applicability ob&ment 161 to our consolidated financial
statement disclosures.

Net Income Per Unit- The FASB ratified EITF 07-4, “Application of tHevo-Class Method under FASB Statement No. 128 tstkfa
Limited Partnerships,” in March 2008. EITF 07-4uksin the allocation of undistributed currentipdrearnings to the unitholders using the
two-class method in periods in which earnings edadistributions. When distributions to participatisecurities exceed current-period
earnings, the excess distributions generate arsuifited loss that would be allocated back toeiipgity interests based on the contractual
terms of the partnership agreement. EITF 07-4fec@fe for our year beginning January 1, 2009, metlires retrospective application. We
are currently reviewing the applicability of EITF-@ to our net income-per-unit computations.

Reclassifications- Certain amounts in our consolidated financialesteents have been reclassified to conform to ti)8 20esentation. These
reclassifications did not impact previously repdnteet income or partners’ equity.

B. ACQUISITION

In October 2007, we completed the acquisition cinderstate natural gas liquids and refined petnolgroducts pipeline system and related
assets from a subsidiary of Kinder Morgan Energyrieas, L.P. for approximately $300 million, befaverking capital adjustments. The
system extends from Bushton and Conway, Kansd&hittago, Illinois, and transports, stores and @etiva full range of NGL and refined
petroleum products. The FERC-regulated system sp#2¢ miles and has a capacity to transport d@#oMBbl/d. The transaction included
approximately 978 MBbl of owned storage capacityheNGL terminals and a 50 percent ownership adttland. ConocoPhillips owns the
other 50 percent of Heartland and is the managantner of the Heartland joint venture, which cotssggimarily of three refined petroleum
products terminals and connecting pipelines. Ouestment in Heartland is accounted for under thétggethod of accounting. Financing
for this transaction came from a portion of thegeexds of our September 2007 issuance of $600 m#li85 percent Senior Notes due 2037.
The working capital settlement was finalized in B@008, with no material adjustments.

11
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C. FAIR VALUE MEASUREMENTS
As discussed in Note A, we applied the provisiohStatement 157 as of January 1, 2008, to our riecufair value measurements.

Determining Fair Value - Statement 157 defines fair value as the pricewloalld be received to sell an asset or transfetbdlity in an

orderly transaction between market participants@imeasurement date. We use the market and inappreaches to determine the fair ve

of our assets and liabilities and consider the etarln which the transactions are executed. Wh#ayof the contracts in our portfolio are
executed in liquid markets where price transparenists, some contracts are executed in marketsHamh market prices may exist but the
market may be relatively inactive. This resultéiimted price transparency that requires managem@rdgment and assumptions to estimate
fair values. For certain transactions, we utilizedeling techniques using NYMEX-settled pricing datal historical correlations of NGL
product prices to crude oil. We validate our valrainputs with third-party information and settlent prices from other sources where
available. In addition, as prescribed by the incapgroach, we compute the fair value of our deinregportfolio by discounting the projected
future cash flows from our derivative assets aadilities to present value. The interest rate Welded to calculate the present value discount
factors are derived from London Interbank OfferedeRLIBOR), Eurodollar futures and Treasury swdjhe projected cash flows are then
multiplied by the appropriate discount factors é&tedmine the present value or fair value of ouivddive instruments. Finally, we consider
the credit risk of our counterparties with whom derivative assets and liabilities are executethdgh we use our best estimates to
determine the fair value of the derivative contsage have executed, the ultimate market pricegzeshtould differ from our estimates, and
the differences could be significant.

Fair Value Hierarchy - Statement 157 establishes the fair value hieyatttdit prioritizes inputs to valuation techniqgueséd on observable
and unobservable data and categorizes the inpotshiree levels, with the highest priority givenLievel 1 and the lowest priority given to
Level 3. The levels are described below.
» Level 1- Unadjusted quoted prices in active markets fortidahassets or liabilities
* Level 2 - Significant observable pricing inputsatithan quoted prices included within Level 1 e either directly or indirectly
observable as of the reporting date. Essentialpytis that are derived principally from or corradted by observable market de
» Level 3 - Generally unobservable inputs, whichdeeeloped based on the best information availaidenaay include our own
internal data

Determining the appropriate classification of cair f/alue measurements within the fair value hgrarequires management’s judgment
regarding the degree to which market data is oladdevor corroborated by observable market datantéspretations of Statement 157 evo
our classification of certain instruments withir thierarchy may be revised.

The following table sets forth our recurring faalwe measurements for the period indicated.

June 30, 2008

Level 1 Level 2 Level 3 Netting (a) Total
(Thousands of dollars

Derivatives
Liabilities $(15,049) $ — $(37,709) $ 21,10( $(31,649

(a) - Our derivative liabilities are included in otherent liabilities in our Consolidated Balance Skemtd are
presented on a net basis. We net derivative aasdtBabilities, including cash collateral in acdance with FIN
39-1, when a legally enforceable master netting@mient exists between us and the counterparty¢oieative
contract. At June 30, 2008, the $21.1 million repres our right to reclaim cash collate

For derivatives for which fair value is determirtebed on multiple inputs, Statement 157 requirassttie measurement for an individual
derivative be categorized within a single leveldzhen the lowest level input that is significanttie fair value measurement in its entirety.

Our Level 1 fair value measurements are primardgdal on NYMEX-settled prices for natural gas andieroil. For our Level 3 inputs, we
utilize modeling techniques using NYMEX-settledgimg data and historical correlations of NGL prodogces to crude oil. All of our
derivatives are part of a hedge relationship.

12
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The following tables set forth a reconciliationaefr Level 3 fair value measurements for the perindiated.

Derivative Assets

(Liabilities)
(Thousands of dollars
Net liabilities at March 31, 20C $ (10,38¢)
Total realized/unrealized gains (losst

Included in earnings (& (7
Included in other comprehensive income (I (27,31)

Transfers in and/or out of Level -
Net liabilities at June 30, 20( $ (37,709

Total gains (losses) for the thre@nth period included in earnings attribute
to the change in unrealized gain (loss) relatingssets and liabilities still
held as of June 30, 20 $ =

(&) - Reported in revenues in our Consolidated Statentériteome.

Derivative Assets

(Liabilities)
(Thousands of dollars
Net liabilities at January 1, 20( $ (16,400
Total realized/unrealized gains (losst

Included in earnings (& 973
Included in other comprehensive income (I (22,277

Transfers in and/or out of Level -
Net liabilities at June 30, 20( $ (37,709

Total gains (losses) for the six-month period ideld in earnings attributable
to the change in unrealized gain (loss) relatingsteets and liabilities still
held as of June 30, 20! $ -

(&) - Reported in revenues in our Consolidated Statentériteome.

D. DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

We utilize financial instruments to reduce our nedinisk exposure to interest rate and commodityepfluctuations and to achieve more
predictable cash flows. We follow established pecand procedures to assess risk and approvetonand report our financial instrument
activities. We do not use these instruments fatitigapurposes.

Cash Flow Hedges Our Natural Gas Gathering and Processing segpranarily utilizes NYMEX-based futures, collars aoder-the-

counter swaps, which are designated as cash fldgdse to hedge our exposure to volatility in thegof natural gas, NGLs and condensate.
At June 30, 2008, the accompanying Consolidatedrigal Sheet reflected an unrealized loss of $51l®min accumulated other
comprehensive income (loss), with a correspondffegebin derivative financial instrument assets &abilities, all of which will be

recognized over the next 18 months. If prices ramaicurrent levels, we will recognize $48.7 millim losses over the next 12 months, and
we will recognize losses of $3.2 million thereaftdet gains and losses related to the ineffectoréign of our hedges are reclassified out of
accumulated other comprehensive income (loss)vientges in the period the ineffectiveness occuefféntiveness related to our cash flow
hedges was not material for the three and six nsoaided June 30, 2008 and 2007. In the eventdbextdsted transactions do not occur, we
would discontinue cash flow hedge treatment, wiiolild affect earnings. There were no material gairlssses during the three and six
months ended June 30, 2008 and 2007, due to tbendisuance of cash flow hedge treatment.
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Fair Value Hedges- In prior years, we terminated various interes¢-wap agreements. The net savings from the tatimmof these swaps
is being recognized in interest expense over teg®f the debt instruments originally hedged. regéexpense savings for the six months
ended June 30, 2008, from amortization of termphateaps was $1.9 million, and the remaining amatitin of terminated swaps will be
recognized over the following periods.

(Millions of dollars)

Remainder of 200 $ 1.8
2009 3.7
2010 3.7
2011 0.¢
2012 -
Thereaftel -

At June 30, 2008, none of the interest on our firaed debt was swapped to floating using intergst swaps.

E. OTHER COMPREHENSIVE INCOME (LOSS)
The table below shows other comprehensive incooss)lfor the periods indicated.

Three Months Ended Six Months Ended

June 30, June 30,
2008 2007 2008 2007
(Thousands of dollars
Unrealized losses on derivative assets/liabil $ (47620 $ (2,860 $ (53,165 $(6,729
Less: Realized losses recognized in net inc (9,577 - (16,865 -
Other comprehensive lo $ (38,049 $ (2,860 $ (36,300 $ (6,729

The table below shows the balance in accumulategl @omprehensive income (loss) for the periodciiid.

Unrealized Losses ol
Derivative
Assets/Liabilities
(Thousands of dollars

December 31, 20C $ (18,14
Other comprehensive lo (36,300
June 30, 200 $ (54,44)

F. PARTNERS EQUITY

ONEOK and its affiliates own all of the Class B t3nb5,900,000 common units and the entire 2 pegeméral partner interest in us, which
together constituted a 47.7 percent interest iatusine 30, 2008.

In March 2008, we completed a public offering & ghillion common units at $58.10 per common urgerating net proceeds of
approximately $140.4 million after deducting undetiwg discounts but before offering expenses.ddigon, we sold 5.4 million common
units to ONEOK in a private placement, generatiracpeds of approximately $303.2 million. In conjtimic with the public offering of
common units and the private placement, ONEOK Rest@GP contributed $9.4 million in order to maintes 2 percent general partner
interest in us.

In April 2008, we sold an additional 128,873 comnumits at $58.10 per common unit to the underwsitdrthe public offering upon the
partial exercise of their option to purchase addai common units to cover over-allotments. We ikegknet proceeds of approximately $7.2
million from the sale of the common units after detihg underwriting discounts but before offeringpenses. In conjunction with the partial
exercise by the underwriters, ONEOK Partners GRritnried $0.2 million in order to maintain its 2rpent general partner interest in us.

We used a portion of the proceeds from the sat®wfmon units and the general partner contributionepay borrowings under our
revolving credit agreement (2007 Partnership Cradieement).
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The following summarizes our quarterly cash disiitn activity for 2008.
* In January 2008, we declared a cash distributidbildd25 per unit for the fourth quarter of 2007eThstribution was paid on
February 14, 2008, to unitholders of record on aan@1, 2008
» In April 2008, we declared a cash distribution @f(B! per unit for the first quarter of 2008. Thetdbution was paid on May 15,
2008, to unitholders of record as of April 30, 20
* In July 2008, we declared a cash distribution a0&Iper unit ($4.24 per unit on an annualized hdsishe second quarter of 2008.
The distribution will be paid on August 14, 2008 unitholders of record as of July 31, 20

As an incentive, our general partner’'s percentag@eést in quarterly distributions increases aftatain specified target levels are met. For
additional information, see “Cash Distribution gli under Part Il, Item 5, Market for Registran€emmon Equity, Related Stockholder
Matters and Issuer Purchases of Equity Securitiesir Annual Report on Form 10-K for the year eh@ecember 31, 2007.

G. CREDIT FACILITIES

Our 2007 Partnership Credit Agreement containscglpiovenants as discussed in Note F of the Not€ohsolidated Financial Statement:
our Annual Report on Form 10-K for the year ended¢d&nber 31, 2007. At June 30, 2008, we were in tange with all covenants.

At June 30, 2008, we had $120 million in borrowinggstanding and $880 million of credit availabfelar the 2007 Partnership Credit
Agreement.

We have a $15 million Senior Unsecured Letter @fdirFacility and Reimbursement Agreement with We&largo Bank, N.A., of which $12
million is currently being used, and an agreemaitti Royal Bank of Canada, pursuant to which a $1iam letter of credit was issued. Both
agreements are used to support various permitsreeigoy the KDHE for our ongoing business in Kansas

H. COMMITMENTS AND CONTINGENCIES

As a result of an internal review of a transactioat was brought to the attention of one of ouiliatés by a third party, we conducted an
internal review of transactions that may have wedaFERC natural gas capacity release rules aerklales and determined that there were
transactions that should have been disclosed tBERC. We notified the FERC of this review anddikereport with the FERC regarding
these transactions in March 2008. We are cooperétity with the FERC and have taken action to eagbat current and future transactions
comply with applicable FERC regulations. We arehl@do predict the outcome of any FERC action ia thatter. At this time, we do not
believe that penalties associated with potenti@ktions will have a material impact on our resok®perations, financial position or liquidi

.  SEGMENTS

Segment Descriptions In July 2007, we announced a series of orgamizatichanges that led to the realignment of owipus business
segments. See Note A for a discussion of thesegelsa®ur operations are divided into strategicrimss segments based on similarities in
economic characteristics, products and servicpgstpf customers, methods of distribution and @guy environment, as follows:

« our Natural Gas Gathering and Processing segminaply gathers and processes unprocessed nat@s:

« our Natural Gas Pipelines segment primarily opsreggulated interstate and intrastate naturalrgastission pipelines and natt
gas storage facilitie:

» our Natural Gas Liquids Gathering and Fractionafegment primarily gathers, treats and fractionsi®&s and stores and markets
NGL products; ant

» our Natural Gas Liquids Pipelines segment primarpgrates FERC-regulated interstate natural gaglicgathering and
distribution pipelines

Accounting Policies- The accounting policies of the segments are dhgesas those described in Note A and Note J dfldtes to
Consolidated Financial Statements in our Annuald®egn Form 10-K for the year ended December 3072Mtersegment and affiliate sales
are recorded on the same basis as sales to uateffilcustomers. Our Natural Gas Gathering and Bsoapesegment sells natural gas to
ONEOK and its subsidiaries. A portion of our Natugas Pipelines segment’s revenues are from sagdiof ONEOK that utilize
transportation and storage services. Corporateheegrcosts relating to a reportable segment hase dliocated for the purpose of calcula
operating income. Our equity method investmentaataepresent operating segments.
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Customers- In 2008, we had one customer, Dow HydrocarbomsResources L.L.C., from which we received $308iomland $476

million, or approximately 14 percent and 11 pera&rtur consolidated revenues, for the three andsinths ended June 30, 2008,
respectively. All of these revenues were receivedur Natural Gas Liquids Gathering and Fractiamrasegment. In 2007, we had no single
external customer from which we received 10 peroembiore of our consolidated revenues.

Operating Segment Information- The following tables set forth certain selectiedficial information for our operating segmentstfor
periods indicated. Amounts in prior periods haverbeestated to conform to our current presentation.

Natural Gas
Natural Gas Liquids Natural Gas
Gathering and  Natural Gas  Gathering and

Three Months Ended Liquids Other and
June 30, 2008 Processing Pipelines (a  Fractionation  Pipelines (b’ Eliminations Total

(Thousands of dollars
Sales to unaffiliated customer: $ 140,20¢ $ 56,05 $ 1,730,48 $ 12,82: % (1) $1,939,57
Sales to affiliated customers 171,08( 33,24: — — — 204,32:
Intersegment salet 227,44 504 8,61¢ 21,952 (258,516 —
Total revenues $ 538,730 $ 89,79¢ $ 1,739,10. $ 34,77¢ $ (258,51) $2,143,89.
Gain (loss) on sale of asse $ 6 % 35 % 6 $ — 3 32 % (3)
Operating income $ 76,18: % 37,690 $ 41,68 $ 9,89(C % (1,719 $ 163,73¢
Equity earnings from investment: $ 8,12¢ $ 9,15: $ — % 331 % — $ 17,61
Capital expenditures $ 36,34¢  $ 29,766  $ 55,04¢ $ 136,35: $ 13§ 257,52

(&) - Our Natural Gas Pipelines segment has regulateci@maegulated operations. Our Natural Gas Pipgelgggment’s regulated
operations had revenues of $73.4 million and opegancome of $27.2 million for the three monthsled June 30, 200
(b) - All of our Natural Gas Liquids Pipelines segn’s operations are regulate

Natural Gas
Natural Gas Liquids Natural Gas
Gathering and Natural Gas  Gathering and
Three Months Ended Liquids Other and
June 30, 2007 Processing Pipelines (a Fractionation Pipelines (b'  Eliminations Total
(Thousands of dollars
Sales to unaffiliated custome $ 107,63: $ 45,066 $ 1,057,817 $ — $ 4 $1,210,52!
Sales to affiliated custome 140,69: 24,10: — — — 164,79:
Intersegment sale 114,43. 18C 9,81¢ 18,86: (143,29) —
Total revenue $ 362,75 $ 69,34¢ $ 1,067,633 $ 18,86: $ (143,289  $1,375,3L
Gain (loss) on sale of ass: $ (38 % 3 3 2 3 — $ — $ (379
Operating incom: $ 46,27+ $ 25077  $ 3,78 $ 841: % (3,992 $ 107,55t
Equity earnings from investmer  $ 7,73( $ 10,61 $ — $ 414 % — $ 18,75¢
Capital expenditure $ 23,61: $ 28,42:  $ 15,11  $ 64,677 $ — $ 131,82

(&) - Our Natural Gas Pipelines segment has regulateci@maegulated operations. Our Natural Gas Pipgelgggment’s regulated
operations had revenues of $55.8 million and opegancome of $17.1 million for the three monthsled June 30, 200
(b) - All of our Natural Gas Liquids Pipelines segn’s operations are regulate

Natural Gas
Natural Gas Liquids Natural Gas
Gathering and  Natural Gas  Gathering and

Six Months Ended Liquids Other and
June 30, 2008 Processing Pipelines (a  Fractionation  Pipelines (b° Eliminations Total

(Thousands of dollars
Sales to unaffiliated customer: $ 236,79C $ 11791* $ 343055 $ 30,000 $ — $3,815,27!
Sales to affiliated customers 326,37: 61,28 — — — 387,65
Intersegment sales 412,13¢ 77C 15,06¢ 43,45: (471,42)) —
Total revenues $ 975,30 $ 179,96t $ 344562 $ 73,45¢ $ (471,427 $4,202,92
Gain (loss) on sale of asse $ 5) % (18 % 18 % 1 3 32 % 28
Operating income $ 135,23t $ 69,40f $ 86,97« $ 23,70 $ (1,047 $ 314,27
Equity earnings from investments $ 15,17¢ % 29,21 % — 3 1,00¢ $ — $ 45,39
Investment in unconsolidated affiliate:  $ 317,06 $ 405,93¢ $ — 3 29,95: $ — $ 752,95.
Total assets $ 1,687,470 $ 1,150,870 $ 2,101,80. $ 1,447,29. $ 482,10( $6,869,54
Capital expenditures $ 62,83t $ 5198 $ 84,61¢ $ 32508( $ 65 $ 524,58




(&) - Our Natural Gas Pipelines segment has regulateshamdegulated operations. Our Natural Gas Pipglgggment’s regulated
operations had revenues of $150.5 million and djpeyégncome of $51.0 million for the six months exddJune 30, 200:
(b) - All of our Natural Gas Liquids Pipelines segn’s operations are regulate
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Natural Gas
Natural Gas Liquids Natural Gas
Gathering and Natural Gas Gathering and
Six Months Ended Liquids Other and
June 30, 2007 Processing Pipelines (a  Fractionation  Pipelines (b Eliminations Total
(Thousands of dollars
Sales to unaffiliated custome $ 211,20t $ 95,84: $ 1,915,781 $ — 3 27  $2,222,85!
Sales to affiliated custome 271,11¢ 50,01: — — — 321,13(
Intersegment sale 203,31: 507 12,78 36,52 (253,12) —
Total revenue $ 685,63t $ 146,36 $ 192856 3 36,52 $ (253,100 $2,543,98!
Gain (loss) on sale of asst $ 1,811 % 6 $ 4 3 1 $ = $ 1,82
Operating incom: $ 76,72t  $ 57,43t $ 63,78¢ $ 17,047 $ (3,06 $ 211,93
Equity earnings from investmer $ 13,33¢ % 28,78: $ — 3 69 $ — $ 4281
Investment in unconsolidated affiliat ~ $ 298,76¢ $ 433,32( $ — % 9,76: $ — $ 741,85:
Total asset $ 1,704,941 $ 1,278,020 $ 1,658,67. $ 616,55 $ (123,74f) $5,134,44!
Capital expenditure $ 39,92¢ $ 46,07« $ 22,58¢ $ 97,79«  $ 6 $ 206,39:

(@) - Our Natural Gas Pipelines segment has regulateshamdegulated operations. Our Natural Gas Pipslgggment’s regulated
operations had revenues of $121.5 million and djmeyancome of $42.5 million for the six months exdJune 30, 200
(b) - All of our Natural Gas Liquids Pipelines segn’s operations are regulate

J.  UNCONSOLIDATED AFFILIATES
Equity Earnings from Investments - The following table sets forth our equity earrdrfigpm investments for the periods indicated.

Three Months Ended  Six Months Ended

June 30, June 30,
2008 2007 2008 2007
(Thousands of dollars
Northern Border Pipelin $ 888($ 10,51 $ 28,66. $ 28,55
Bighorn Gas Gathering, L.L.C 2,00¢ 2,00¢ 4,32 3,70(
Fort Union Gas Gatherir 3,46¢ 2,561 5,75¢ 5,15¢
Lost Creek Gathering Company, L.L. 1,79 304 3,08 1,63
Other 1,46¢ 3,361 3,56¢ 3,774
Equity earnings from investmer $ 1761($ 18,75¢ $ 45,39! $ 42,81

Unconsolidated Affiliates Financial Information - Summarized combined financial information of onconsolidated affiliates is presented
below.

Three Months Ended Six Months Ended
June 30, June 30,

(Unaudited) 2008 2007 2008 2007
(Thousands of dollars

Income Statement

Revenue: $ 95,04($% 88,61¢ $206,43' $188,88
Operating expenss 45,20: 43,56 88,54t 82,70¢
Net income 33,921 33,747 89,74¢ 83,48
Distributions paid to us $ 33,21+$ 30,61 $ 60,620 $ 57,06¢

K. NET INCOME PER UNIT

Net income per unit is computed by dividing netome, after deducting the general par's allocation, by the weighted average number of
outstanding limited partner units. The generalrmgarbwns the entire 2 percent interest in us aswl @lvns incentive distribution rights that
provide for an increasing proportion of cash dittions from the partnership as the distributiormslento limited partners increase above
specified levels. For purposes of our calculatibnai income per unit, net income is generallycdted to the general partner as follows:

(i) an amount based upon the 2 percent generalgrartterest in net income and (ii) the amounthefgeneral partner’s incentive distribution
rights based on the total cash distributions dedl&or the period. The amount of incentive distiidw allocated to our general partner totaled
$18.6 million and $35.4 million for the three arnxl months ended June 30, 2008, respectively. Distions paid to our general partner and
shown on our Consolidated Statement of Changearimé&s’ Equity and Comprehensive Income of $351Bom included $30.9 million in
incentive distributions paid to our general partthering the first six months of 2008.
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Gains resulting from interim capital transactioas defined in our Partnership Agreement, are géyerat subject to distribution; however,
our Partnership Agreement provides that if suctritlitions were made, the incentive distributiaghts would not apply. Accordingly, the
gain (loss) on sale of assets for the three antheixths ended June 30, 2008 and 2007 had no irapdbe incentive distribution rights.

L. RELATED -PARTY TRANSACTIONS

Intersegment and affiliate sales are recorded es¢éime basis as sales to unaffiliated customersN@ural Gas Gathering and Processing
segment sells natural gas to ONEOK and its subrdiaA portion of our Natural Gas Pipelines segtiseievenues are from ONEOK and its
subsidiaries that utilize natural gas transpontaéind storage services.

We have certain contractual rights to the BushtamtRhat is leased by OBPI. Our Processing andi&es Agreement with ONEOK and
OBPI sets out the terms by which OBPI providesisesrat the Bushton Plant through 2012. We haveacted for all of the capacity of the
Bushton Plant from OBPI. In exchange, we pay OBPHIl direct costs and expenses of the BushtontAlecluding reimbursement of a
portion of OBPI's obligations under equipment leasevering the Bushton Plant.

Under the Services Agreement with ONEOK, ONEOK ke GP and NBP Services, our operations and teatipns of ONEOK and its
affiliates can combine or share certain commonisesvin order to operate more efficiently and edgtctively. Under the Services
Agreement, ONEOK provides to us at least the tymbamount of services that it provides to its &ffés, including those services required to
be provided pursuant to our Partnership Agreen@REOK Partners GP continues to operate our intersiatural gas pipeline assets
according to each pipeline’s operating agreemeREOK Partners GP may purchase services from ONEQKita affiliates pursuant to the
terms of the Services Agreement. ONEOK Partnersi@™Mo employees and utilizes the services of ONBG@KONEOK Services Company
to fulfill its responsibilities.

ONEOK and its affiliates provide a variety of seas to us under the Services Agreement, includisty cmanagement and financial services,
employee benefits provided through ONEOK'’s berméins, administrative services, insurance and ®fjgace leased in ONEOK's
headquarters building and other field locations evéicosts are specifically incurred on behalf & ofiour affiliates, the costs are billed
directly to us by ONEOK. In other situations, tlests may be allocated to us through a variety dhots, depending upon the nature of the
expense and activities. For example, a servicegiglies equally to all employees is allocated Bag®n the number of employees. Howe
an expense benefiting the consolidated companfdotihg no direct basis for allocation is allocabgdhe modified Distrigas method, a
method using a combination of ratios that includesg plant and investment, earnings before intamedtaxes and payroll expense. All costs
directly charged or allocated to us are includedunConsolidated Statements of Income.

An affiliate of ONEOK enters into some of the contitp derivative contracts at the direction of amdb®half of our Natural Gas Gathering
and Processing segment. See Note D for a discusbmur derivative instruments and hedging actgti

The following table sets forth the transactionshwitlated parties for the periods indicated.

Three Months Ended Six Months Ended

June 30, June 30,
2008 2007 2008 2007
(Thousands of dollars
Revenue! $ 204,32: $ 164,79: $387,65 $321,13(
Administrative and general expen: $ 43,33:$ 41,087 $ 90,234 $ 85,21(

In addition, concurrent with our sale of commontsitd the public, we sold 5.4 million common unigsONEOK in March 2008 in a private
placement, generating proceeds of approximatel3 £3@illion. ONEOK Partners GP also made additigyaieral partner contributions to
in March and April 2008. See Note F for additioimibrmation.
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ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

The following discussion and analysis should bel ieaconjunction with our unaudited consolidatathficial statements and the Notes to
Consolidated Financial Statements in this Quartedport on Form 10-Q, as well as our Annual ReporEorm 10-K for the year ended
December 31, 2007.

EXECUTIVE SUMMARY

The following discussion highlights some of ouri@glements and significant issues affecting usHergeriods presented. Please refer to the
“Financial and Operating Results” and “Liquidityca@apital Resources” sections of Management’s Bisiom and Analysis of Financial
Condition and Results of Operations and our Codat#d Financial Statements for additional infororati

In July 2007, we announced a series of organizaticimanges that led to the realignment of our pevbusiness segments. Our financial
results are now reported in these four segmenthtagural Gas Gathering and Processing, which nesnamnchanged; (ii) Natural Gas
Pipelines, which is comprised of our former intatstnatural gas pipelines segment and the natasahgsets of our former pipelines and
storage segment; (iii) Natural Gas Liquids Gatlgeand Fractionation, which remains unchanged; af)dN@tural Gas Liquids Pipelines,
which is comprised of the natural gas liquids assébur former pipelines and storage segmentr Padods have been restated to reflect
these segment changes.

In March 2008, we completed a public offering & ghillion common units at $58.10 per common urgerating net proceeds of
approximately $140.4 million after deducting undetiwg discounts but before offering expenses.ddigion, we sold 5.4 million common
units to ONEOK in a private placement, generatiracpeds of approximately $303.2 million. In conjtime with the public offering of
common units and the private placement, ONEOK Rest@GP contributed $9.4 million in order to maintes 2 percent general partner
interest in us.

In April 2008, we sold an additional 128,873 comnumiits at $58.10 per common unit to the undervsitdrthe public offering upon the
partial exercise of their option to purchase addai common units to cover over-allotments. We ikegknet proceeds of approximately $7.2
million from the sale of the common units after detihg underwriting discounts but before offeringpenses. In conjunction with the partial
exercise by the underwriters, ONEOK Partners GRritiuted $0.2 million in order to maintain its 2rpent general partner interest in us.
result of these transactions, ONEOK now holds ajregate 47.7 percent interest in us.

We used a portion of the proceeds from the sat®wfmon units and the general partner contributionepay borrowings under our
revolving credit agreement (2007 Partnership Cradieement).

In July 2008, we declared an increase in our cashlzlition to $1.06 per unit ($4.24 per unit onaamualized basis), an increase of 6 percent
over the $1.00 per unit declared in July 2007.

Net income per unit increased to $1.46 for theghm®nths ended June 30, 2008, compared with $6rafié same period in 2007. For
six-month period, net income per unit increasefi2®4 from $1.97 for the same period last year.ilbeease in net income per unit for the
three- and six-month periods is primarily due te fbllowing:

» higher realized commodity prices in our Natural Gaghering and Processing segm

* new supply connections and increased fractionatidames in our Natural Gas Liquids Gathering aratcEonation segmen

» wider regional product price differentials in ouatNral Gas Liquids Gathering and Fractionation sagmanc

» incremental net income in our Natural Gas Liquigsefes segment from the assets acquired froméiidbrgan Energy Partne

L.P. (Kinder Morgan) in October 200

In July 2008, the final phase of the Fort Union Gaghering expansion project was placed into sensee “Capital Projects” below for
additional information. In January 2008, Midwest&as Transmission, our subsidiary, placed its easteension pipeline into service.

SIGNIFICANT ACQUISITION

In October 2007, we completed the acquisition oinderstate natural gas liquids and refined petnoigroducts pipeline system and related
assets from a subsidiary of Kinder Morgan for agpnately $300 million, before working capital adioents. The system extends from
Bushton and Conway, Kansas, to Chicago, lllinaisl tiansports, stores and delivers
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a full range of NGL and refined petroleum produdtse FERC-regulated system spans 1,624 miles ad bapacity to transport up to 134
MBbl/d. The transaction included approximately 9Bbl of owned storage capacity, eight NGL termiratsl a 50 percent ownership of
Heartland. ConocoPhillips owns the other 50 peroéhteartland and is the managing partner of tharttend joint venture, which consists
primarily of three refined petroleum products terals and connecting pipelines. Our investment iarth@nd is accounted for under the eq
method of accounting. Financing for this transactame from a portion of the proceeds of our SepeEr2007 issuance of $600 million 6.85
percent Senior Notes due 2037. The working capétilement was finalized in April 2008, with no @l adjustments. These assets are
included in our Natural Gas Liquids Pipelines segine

CAPITAL PROJECTS

Bison Pipeline- In April 2008, Northern Border Pipeline announdbalt its wholly owned subsidiary, Bison PipelineQ, was conducting a
binding open season for potential shippers to rsifiiren pipeline capacity on a proposed pipelinstsgn known as the Bison Pipeline. The
Bison Pipeline would extend from natural gas gatigefacilities at Deadhorse, Wyoming, a coalbedharé hub located in the Powder River
Basin supply area, to a point of interconnectiothworthern Border Pipeline in Morton County, NoBhkota. The Bison Pipeline is
anticipated to be approximately 289 miles, withiahicapacity of approximately 400 MMcf/d and a rimaMm capacity of approximately 660
MMcf/d. The ultimate capacity of the Bison Pipelw#l be determined by the level of binding shippgemmitments. The projected in-service
date for the Bison Pipeline is currently Novemb@t@ An affiliate of TransCanada Corporation opesatorthern Border Pipeline and will
operate the Bison Pipeline. Bison Pipeline LLC aurgs to accept bids from potential shippers retiugéirm pipeline capacity on the
proposed project. The economic viability of thedidRipeline will be determined by final shipper eoitments, updated construction cost
estimates and risks from competing projects. We bvpercent of Northern Border Pipeline, whichnisliided in our Natural Gas Pipelines
segment and is accounted for under the equity ndethaccounting.

Woodford Shale Natural Gas Liquids Pipeline Extengin - In February 2008, we announced plans to cons&r@@&-mile natural gas liquids
gathering pipeline to connect two natural gas sicg) plants, operated by Devon Energy CorporatimhAntero Resources Corporation,
respectively, in the Woodford Shale area in sough@klahoma. The project is currently estimateddst in the range of $30 million to $35
million, excluding AFUDC. The project is currendgheduled for completion in the third quarter c80Upon completion, these two plants
are expected to have the capacity to produce appadaly 25 MBbl/d of unfractionated NGLs. The natugas liquids production will be
gathered by our existing Mid-Continent natural bigsids gathering pipelines. Upon completion of fkrbuckle Pipeline project, the
Woodford Shale natural gas liquids production igezted to be transported through the Arbuckle Ripegb our Mont Belvieu, Texas,
fractionation facility. This project is in our Natl Gas Liquids Gathering and Fractionation segment

Overland Pass Pipeline Company In May 2006, we entered into an agreement wihlzsidiary of The Williams Companies, Inc.
(Williams) to form a joint venture called OverlaRadss Pipeline Company. Overland Pass Pipeline Qoyripduilding a 760mile natural ga
liquids pipeline from Opal, Wyoming, to the Mid-Qorent natural gas liquids market center in Conviégnsas. The Overland Pass Pipeline
is designed to transport approximately 110 MBbF dmfractionated NGLs and can be increased to aqapettely 255 MBbl/d with additional
pump facilities. During 2006, we paid $11.6 millimmWilliams for the acquisition of our interestthre joint venture and for reimbursemen
initial capital expenditures. As the 99 percent ewof the joint venture, we are managing the coiisn project, advancing all costs
associated with construction and operating thelipgeWithin two years of the pipeline becoming m@nal, Williams will have the option
to increase its ownership up to 50 percent by ransihg us for certain costs in accordance withjdire venture’s operating agreement. If
Williams exercises its option to increase its oveh@y to the full 50 percent, Williams would have thption to become operator. This project
has received the required approvals of varioug statl federal regulatory authorities, and we anstrocting the pipeline with partial start-up
currently expected during the third quarter of 2@08 the remaining start-up scheduled for the Foguarter of 2008.

As part of a long-term agreement, Williams dedidate NGL production of approximately 60 MBbl/d frotwo of its natural gas processing
plants in Wyoming to the Overland Pass Pipeline.Wlleprovide downstream fractionation, storage érashsportation services to Williams.
We have also reached agreements with certain peoslfior supply commitments of up to an additiorGMBbl/d and we are negotiating
agreements with other producers for supply commitsthat could add an additional 60 MBbl/d of sygpl this pipeline within the next
three to five years. The pipeline project is cutiseastimated to cost in the range of $575 milltor$590 million, excluding AFUDC. Since
our initial estimate in early 2006, there has baeignificant increase in the demand for pipelioestructionrelated services, which has lec
higher construction labor and equipment rates. #althlly, winter construction, due to the extengedmitting process, contributed to added
construction costs and further delays. Federaticéishs on construction in wildlife sensitive asd@ave and continue to impact our estimated
costs and construction schedule.
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We are also investing in the range of $230 milioi$240 million, excluding AFUDC, to expand our &tkig fractionation and storage
capabilities and the capacity of our natural gasitis distribution pipelines. These expansion mtsjbave also experienced cost increases
related to design enhancements adding 30 MBblfthofionation capacity, increased construction falates, increased material costs and
increased costs resulting from heavy spring rdirfart of this expansion will increase the fragtiion capacity from 80 MBbl/d to 150
MBbl/d. Startup of Phase | of the fractionatorsasnplete, and Phase Il is expected to begin operatithe third quarter of 2008.
Additionally, portions of our natural gas liquidstiibution pipeline upgrades were completed indbeond quarter of 2008. Overland Pass
Pipeline Company is included in our Natural Gasuidg Pipelines segment, while the associated eigamare included in our Natural Gas
Liquids Gathering and Fractionation segment andifdatGas Liquids Pipelines segment.

Piceance Lateral Pipeline In March 2007, we announced that Overland PgssliRe Company also plans to construct a 150-ratteral
pipeline with capacity to transport as much as WBbl/d of unfractionated NGLs from the Piceance iBas Colorado to the Overland Pass
Pipeline. Williams announced that it intends tostamct a new natural gas processing plant in thedpice Basin and will dedicate its NGL
production from that plant and an existing planbsotransported by the lateral pipeline, totalipgraximately 30 MBbl/d. We continue to
negotiate with other producers for supply committaemhis project requires the approval of variciasesand federal regulatory authorities.
Construction is currently expected to begin in B#8 and be completed during the second quart20@d. The project is currently estimated
to cost in the range of $110 million to $140 mitljeexcluding AFUDC. This project is in our Natus Liquids Pipelines segment.

Arbuckle Natural Gas Liquids Pipeline - In March 2007, we announced plans to build the-dle Arbuckle Pipeline, a natural gas liquids
pipeline from southern Oklahoma through northerrabeand continuing on to the Texas Gulf Coast. &@urestimated costs are in the range
of $340 million to $360 million, excluding AFUDC.dgotiations with pipeline contractors have recehdgn completed and the resulting
construction labor rates have increased our projestis. We have also experienced higher than aflgiexpected acquisition costs for
pipeline easements, particularly in the Barneti&heea, along with increased costs for materidis. Arbuckle Pipeline will have the
capacity to transport 160 MBbl/d of unfractionatedural gas liquids, expandable to 210 MBbl/d weitlditional pump facilities, and will
connect our existing Mid-Continent infrastructurgghaour fractionation facility in Mont Belvieu, Tes, and other Gulf Coast region
fractionators. We have supply commitments from pomdls for 65 MBbl/d and indications of interesttwitther producers that could add an
additional 145 MBbl/d of supply within the next ¢erto five years. These additional supply commithane in various stages of negotiation.
Construction of the pipeline will require permiterh various federal, state and local regulatoryidsdConstruction is currently expected to
begin during the third quarter of 2008 and be catgal by early 2009. This project is in our Nat@@ak Liquids Pipelines segment.

Williston Basin Gas Processing Plant Expansionln March 2007, we announced the expansion ofGrasslands natural gas processing
facility in North Dakota, currently estimated tostdn the range of $40 million to $45 million, exding AFUDC. The increased project costs
are primarily a result of higher contract labor auglipment costs. The Grasslands facility is orgdat natural gas processing plant in the
Williston Basin. The expansion increases processapgcity to approximately 100 MMcf/d from its cemt capacity of 63 MMcf/d and
increases fractionation capacity to approximat@ywBbl/d from 8 MBbl/d. The expansion project igpexted to come ofine in phases, wit
the final phase currently expected to be on-linthénsecond half of 2008. This project is in outudal Gas Gathering and Processing
segment.

Fort Union Gas Gathering Expansion- In January 2007, Fort Union Gas Gathering annadiptans to double its existing gathering pipe
capacity by adding 148 miles of new gathering limesulting in approximately 649 MMcf/d of additimircapacity in the Powder River basin
of Wyoming. The expansion occurred in two phasebiscurrently expected to cost in the range oftt@llion to $130 million, excluding
AFUDC, which was primarily financed within the Fdfhion Gas Gathering partnership. Any cost overanescovered through escalation
clauses to preserve the original economics of thgpgt. Phase |, with more than 200 MMcf/d capaaitgis placed in service during the fou
quarter of 2007. Phase Il, with approximately 458I&f/d capacity, was completed in July 2008. Theitioithl capacity has been fully
subscribed for 10 years. We own approximately 3¢que of Fort Union Gas Gathering. This investmerih our Natural Gas Gathering and
Processing segment and is accounted for undeqtiiyenethod of accounting.

Guardian Pipeline Expansion and Extension In December 2007, Guardian Pipeline receivedaamugpted the certificate of public
convenience and necessity issued by the FERCsfeijtansion and extension project. The certifiaatborizes us to construct, install and
operate approximately 119 miles of a 20-inch and8@ natural gas transportation pipeline with pagity to transport 537 MMcf/d of
natural gas north from Ixonia, Wisconsin, to the&r Bay, Wisconsin, area. The project is suppdiyeth-year shipper commitments with
We Energies and Wisconsin Public Service Corpanadind the capacity has been fully subscribed. Togegt is currently estimated to cost
the range of $277 million to $305 million, exclugiAFUDC. The higher estimated costs are primanig tb weather delays, construction in
environmentally sensitive areas, rocky terrainakging costs associated with crop damage and camakBon costs. We received the notice
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to proceed from the FERC in May 2008. The pipelineurrently projected to be in service in the fhuquarter of 2008. This project is in our
Natural Gas Pipelines segme

IMPACT OF NEW ACCOUNTING STANDARDS

Information about the impact of the following neacaunting standards is included in Note A of thedsdo Consolidated Financial
Statements in this Quarterly Report on Form 10-Q:
» Statement 157 Fair Value Measuremen”
Statement 15¢“The Fair Value Option for Financial Assets and Riial Liabilities”
FASB Staff Position No. FIN -1, “Amendment of FASB Interpretation No. ”
Statement 141F*Business Combinatior”
Statement 16(“Noncontrolling Interests in Consolidated Finan8ttement—an amendment of ARB No. ¥
Statement 161 Disclosures about Derivative Instruments and Hegldictivities—an amendment to FASB Statement No. ” anc
EITF 07-4, “Application of the Tw-Class Method under FASB Statement No. 128 to Masteited Partnership”

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of our consolidated financial stegets and related disclosures in accordance witARSAequires us to make estimates and
assumptions with respect to values or conditioas ¢annot be known with certainty that affect teparted amount of assets and liabilities,
and the disclosure of contingent assets and liesilat the date of the consolidated financiakst&ints. These estimates and assumptions alst
affect the reported amounts of revenues and expahs@g the reporting period. Although we beli¢hvese estimates and assumptions are
reasonable, actual results could differ from otinestes.

Information about our critical accounting estimatesmcluded under Item 7, Management’s Discusaioth Analysis of Financial Condition
and Results of Operations, “Critical AccountingiBies and Estimates,” in our Annual Report on FAO¥K for the year ended December 31,
2007.

FINANCIAL AND OPERATING RESULTS
Consolidated Operations
Selected Financial Information- The following table sets forth certain selectedsolidated financial information for the periodsdicated.

Three Months Ended Six Months Ended
June 30, June 30,
Financial Results 2008 2007 2008 2007
(Thousands of dollars

Revenue: $ 214389 $ 137531 $ 4,202,992 $ 2,543,98
Cost of sales and fu 1,862,95! 1,157,74 3,653,46! 2,121,04i
Net margin 280,93¢ 217,57( 549,45¢ 422,94(
Operating cost 87,15¢ 81,62( 175,24( 157,30
Depreciation and amortizatic 30,03: 28,01: 59,97¢ 55,52¢
Gain (loss) on sale of ass: (3 (379 28 1,824

Operating incom:

Equity earnings from investmer
Allowance for equity funds used during construct
Interest expens

163,73¢ $§ 107,55t $§ 31427 $§ 211,93
17,610 $ 18,75¢ $ 45,39: $ 42,81
$
$

11,67¢ $ 1,65¢ $  20,17: 2,99t
(34,709 $ (33,509 $ (73,239 (65,809

©“ &H H|H
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Operating Results- Net margin increased for the three and six moattged June 30, 2008, compared with the same |gddstlyear,
primarily due to the following:

» higher realized commodity prices in our Natural Gaghering and Processing segm

* new supply connections and increased fractionatidames in our Natural Gas Liquids Gathering aracEonation segmen

» wider regional product price differentials in ouatNral Gas Liquids Gathering and Fractionation sagmanc

» incremental net margin in our Natural Gas Liquigselnes segment from the assets acquired fromé€idbrgan in October 200

Operating costs increased for the three and sixtmsa@nded June 30, 2008, compared with the sanmlpédast year, primarily due to
incremental operating expenses associated withgbets acquired from Kinder Morgan, increased dostsutside services and chemicals,
and higher employee-related costs.

Depreciation and amortization increased for thedland six months ended June 30, 2008, comparkdhegitsame periods last year, prima
due to the assets acquired from Kinder Morgan apuetiation expense associated with our completpidad projects.

Equity earnings from investments decreased fothfee months ended June 30, 2008, compared witbetine period last year, primarily due
to decreased throughput on Northern Border Pipgiinghich we own a 50 percent interest.

Equity earnings from investments increased forsikanonths ended June 30, 2008, compared withaime eriod last year, primarily due to
higher gathering revenues in our Natural Gas Getjend Processing segment’s various investments.

Allowance for equity funds used during constructiocreased for the three and six months ended 3002008, compared with the same
periods last year, due to our capital projectsciiasire discussed beginning on page 20.

Additional information regarding our results of ogéons is provided in the following discussionapferating results for each of our segme

Natural Gas Gathering and Processing

Overview - Our Natural Gas Gathering and Processing segmepégrations include gathering of natural gas petida from crude oil and
natural gas wells. We gather unprocessed natusahgae Mid-Continent region, which includes theaélarko Basin of Oklahoma and the
Hugoton and Central Kansas Uplift Basins of Kan8#s.also gather unprocessed natural gas in twaupioed basins in the Rocky Mountain
region: the Williston Basin, which spans portiofid/mntana, North Dakota and the Canadian provirfcgaskatchewan and the Powder R
Basin of Wyoming.

Through gathering systems, unprocessed natural@asies are aggregated for removal of water vegmlitls and other contaminants and to
extract NGLs in order to provide marketable natgesd, commonly referred to as residue gas. Wheliciiels are separated from the
unprocessed natural gas at the processing plastfigtiids are in the form of a mixed, unfracti@hNGL stream. This unfractionated NGL
stream is generally shipped to fractionators, wihgrapplying heat and pressure, the unfractionsi®t stream is separated into marketable
purity products, such as ethane/propane mix, pmpan-butane, normal butane and natural gasatimiée€tively, NGL products). These
NGL products are marketed to a diverse customes.
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Selected Financial and Operating Information- The following tables set forth certain selectedificial and operating results for our Natt

Gas Gathering and Processing segment for the penditated.

Three Months Ended

Six Months Ended

June 30, June 30,
Financial Results 2008 2007 2008 2007
(Thousands of dollars

Natural gas liquids and condensate s $ 259,29 $ 156,37¢ $ 470,93 $ 286,45
Gas sale 240,56 169,68 427,24t 328,38
Gathering, compression, dehydration and procedsegjand othe

revenues 38,87: 36,69¢ 77,11¢ 70,80(
Cost of sales and fu 417,61 274,35! 750,27 523,86

Net margin 121,12( 88,40 225,02t 161,77:
Operating cost 32,79( 30,60: 65,88’ 64,59
Depreciation and amortizatic 12,14: 11,14¢ 23,89¢ 22,265
Gain (loss) on sale of ass: (6) (389 (5) 1,81:

Operating incom: $ 76,18 $ 46,27/ $ 135,23f $ 76,72¢
Equity earnings from investmer $ 8,12¢ $ 7,73 $ 15,17( $ 13,33¢

Three Months Ended

Six Months Ended

June 30, June 30,

Operating Information 2008 2007 2008 2007

Natural gas gathere(BBtu/d) 1,18¢ 1,18¢ 1,18¢ 1,17¢
Natural gas process(BBtu/d) 651 61¢ 637 614
Natural gas liquids sal¢(MBbl/d) 40 38 39 37
Natural gas sale(BBtu/d) 281 273 27¢ 271
Capital expenditure(Thousands of dollars $ 36,34¢ $ 23,61 $ 62,83 $ 39,92¢
Realized composite NGL sales pr($/gallon) $ 1.4¢ $ 0.9¢ $ 1.41 $ 0.91
Realized condensate sales pi($/Bbl) $ 102.7: $ 59.7¢ $ 95.8: $ 58.0¢
Realized natural gas sales pr($/MMBtu) $ 9.42 $ 6.82 $ 8.41 $ 6.71
Realized gross processing spr($/MMBtu) $ 6.6¢ $ 4.5k $ 7.0¢ $ 4.0¢

Three Months Ended

Six Months Ended

June 30, June 30,
2008 2007 2008 2007

Percent of proceed:

Wellhead purchase(MMBtu/d) 69,38¢ 86,28: 69,96( 91,32¢

NGL sales(Bbl/d) 6,47¢ 6,113 6,107 6,044

Residue sale(MMBtu/d) 36,94° 30,44: 36,77¢ 30,40¢

Condensate sal(Bbl/d) 1,07C 74C 1,092 711

Percentage of total net mar¢ 64% 57% 62% 57%
Fee-based

Wellhead volume (MMBtu/d) 1,184,65. 1,188,13 1,188,16' 1,178,32!

Average rat($/MMBtu) $ 0.2¢ $ 0.2t $ 0.2¢ $ 0.2t

Percentage of total net marg 21% 32% 22% 33%
Keep-whole

NGL shrink(MMBtu/d) 22,43 23,837 22,97( 24,35

Plant fuel(MMBtu/d) 2,31: 2,78¢ 2,40( 2,92¢

Condensate shrir(MMBtu/d) 2,24; 2,22: 2,123 2,54¢

Condensate sal(Bbl/d) 454 45C 43C 51¢

Percentage of total net marg 15% 11% 16% 10%
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Operating Results- Net margin increased $32.7 million for the thneenths ended June 30, 2008, compared with the par@ last year,
primarily due to the following:

* anincrease of $23.4 million due to higher realigechmodity prices

* anincrease of $5.2 million due to higher volumas sind processed, al

* anincrease of $4.1 million due to improved cortttaans.

Net margin increased $63.3 million for the six nitnénded June 30, 2008, compared with the samaddest year, primarily due to tl
following:

* anincrease of $47.9 million due to higher realigechmodity prices

» anincrease of $9.2 million due to higher volumas &nd processed, al

* anincrease of $6.2 million due to improved cortttaons.

Operating costs increased $2.2 million and $1.8anifor the three-month and six-month periods @2, respectively, primarily due to a
favorable legal settlement received in June 20Giichvreduced legal costs for the three and six hahded June 30, 2007. Operating costs
for the 2008 periods also increased due to incteelsemical and outside service costs, partiallgeifby decreased equipment lease costs,
primarily associated with the Bushton Plant.

Depreciation and amortization increased $1.6 nmilfior the six months ended June 30, 2008, compaithdhe same period last year,
primarily as a result of depreciation expense dasedt with our completed capital projects.

The increase in equity earnings from investmentshfe six-month period in 2008 is driven primaiidly higher gathering revenues in our
various investments.

The increase in capital expenditures for the tlred six months ended June 30, 2008, compared hidthame periods last year, is driven
primarily by our capital projects, which are disseid beginning on page 20.

Our Natural Gas Gathering and Processing segmemnpissed to commodity price risk, primarily from N&; as a result of our contractual
obligations for services provided. A small perceetaf our services, based on volume, is providealtyh keep-whole arrangements. See
discussion regarding our commodity price risk bagig on page 36 under “Commodity Price Risk” imit8, Quantitative and Qualitative
Disclosures about Market Risk.

Natural Gas Pipelines

Overview - Our Natural Gas Pipelines segment primarily ogsraegulated natural gas transmission pipeliresiral gas storage facilities,
and non-processable natural gas gathering fasilihe also provide interstate natural gas tranaport and storage service in accordance
with Section 311(a) of the Natural Gas Policy Act.

Our interstate natural gas pipeline assets trahsptural gas through FERC-regulated interstaterabyjas pipelines in Montana, North
Dakota, South Dakota, Minnesota, Wisconsin, lowiaois, Indiana, Kentucky, Tennessee, Oklahomaabeand New Mexico. Our interstate
pipelines include Midwestern Gas Transmission, Giaar Pipeline, Viking Gas Transmission Company, ©kPipeline and a 50 percent
interest in Northern Border Pipeline.

Our intrastate natural gas pipeline assets in @kighhave access to the major natural gas prodac#as and transport natural gas throug
the state. We also have access to the major ngtasgbroducing area in south central Kansas. Iadeur intrastate natural gas pipelines are
connected to the major natural gas producing anethe Texas panhandle and the Permian Basin,randgort natural gas to the Waha Hub,
where other pipelines may be accessed for trarepmiteast to the Houston Ship Channel markethrintd the Mid-Continent market and
west to the California market.

We own or lease storage capacity in undergroungralagas storage facilities in Oklahoma, KansasTads.

Our transportation contracts for our regulated ratyas activities are based upon rates statedritadiffs. Tariffs specify the maximum rates
customers can be charged, which can be discoumteaét competition if necessary, and the genemaistend conditions for pipeline
transportation service, which are established ®EBr appropriate state jurisdictional agency pedaggs known as rate cases. In Texas and
Kansas, natural gas storage service is a fee lmssihat may be regulated by the state in whiclfiatiéty operates and by the FERC for
certain types of services. In Oklahoma, naturalgghkering and natural gas storage operationsarguiject to rate regulation and have
market-based rate authority from the FERC for detiges of services.
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Selected Financial and Operating Information— The following tables set forth certain selecte@ficial and operating results for our Nat
Gas Pipelines segment for the periods indicated.

Three Months Ended Six Months Ended

June 30, June 30,
Financial Results 2008 2007 2008 2007
(Thousands of dollars

Transportation revenut $ 62,63 $ 53,15( $125,26: $114,58:
Storage revenue 17,91 14,91 32,27( 27,40¢
Gas sales and other reven 9,25: 1,28¢ 22,43¢ 4,37t
Cost of sale: 23,08( 11,40° 49,55% 26,92¢

Net margin 66,71¢ 57,94. 130,41: 119,43:
Operating cost 20,46¢ 24,73( 44,04¢ 45,84
Depreciation and amortizatic 8,522 8,131 16,94( 16,157
Gain on sale of asse (35) 3 (18) 6

Operating incom: $ 37,690 $ 2507 $ 69,40 $ 57,43¢
Equity earnings from investmer $ 915: $ 10,61« $ 29,21+ $ 28,78
Allowance for equity funds used during construci $ 240 % 672 $ 4,48: $ 1,10¢

Three Months Ended Six Months Ended

June 30, June 30,
Operating Information (a) 2008 2007 2008 2007
Natural gas transporte((MMcf/d) 3,45¢ 3,33: 3,70¢ 3,63¢
Average natural gas price M-Continent region $/MMBtu) $ 92C % 65 $ 81¢ $ 6.41
Capital expenditure(Thousands of dollars $ 29,766 $ 28,42¢ $ 51,98 $ 46,07«

(@) - Includes volumes for consolidated entitialy.

Operating Results- Net margin increased $8.8 million for the threemfs ended June 30, 2008, compared with the san@past year,
primarily due to:
» anincrease of $5.5 million due to higher natuesd fansportation margins, primarily as a resuthefhigher natural gas price
impact on our retained fuel and higher through
» anincrease of $2.2 million due to higher natues gtorage margins, primarily related to new anégetiated natural gas storage
contracts, an
» anincrease of $1.1 million due to increased op@ral natural gas inventory sal

Net margin increased $11.0 million for the six nienénded June 30, 2008, compared with the samaddast year, primarily due t
» anincrease of $5.2 million due to higher natuesd fansportation margins, primarily as a resuthefhigher natural gas price
impact on our retained fue
» anincrease of $4.1 million due to higher natuesd gtorage margins, primarily related to new anégetiated natural gas storage
contracts and the higher natural gas price impacus retained fuel, ar
* anincrease of $1.9 million due to increased op@ral natural gas inventory sal

Operating costs decreased $4.3 million for theetlmenths ended June 30, 2008, compared with the panod last year, primarily due to
decreased general taxes and lower general operatstg.

Operating costs decreased $1.8 million for thergixths ended June 30, 2008, compared with the pan last year, primarily due to
decreased general taxes.

Equity earnings from investments decreased $1.komifor the three months ended June 30, 2008, emetbwith the same period last year,
primarily due to decreased throughput on NorthesrdBr Pipeline, in which we own a 50 percent irdere

The increase in allowance for equity funds usedhduronstruction and capital expenditures for tire¢ and six months ended June 30, 2008
compared with the same periods last year, is dipremarily by our capital projects, which are dissad beginning on page 20.
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Natural Gas Liquids Gathering and Fractionation

Overview - Our Natural Gas Liquids Gathering and Fractiarasegment primarily gathers, treats and fractesmalGLs produced by natural
gas processing plants located in Oklahoma, Katisas exas panhandle and the Texas Gulf Coast,taressand markets NGL products. We
connect the NGL production basins in Oklahoma, ldarend the Texas panhandle with the key naturdiggads market centers in Conway,
Kansas, and Mont Belvieu, Texas.

Most natural gas produced at the wellhead coneiméxture of NGL components such as ethane, propsoddutane, normal butane and
natural gasoline. Natural gas processing plant®verthe NGLs from the natural gas stream to redieehigher economic value of the NGLs
and to meet natural gas pipeline quality specifices, which limit NGLs in the natural gas streane do liquid and Btu content. The NGLs
that are separated from the natural gas streahe atatural gas processing plants remain in a mixefiactionated form until they are
gathered, primarily by pipeline, and delivered tw fractionators. A fractionator, by applying head pressure, separates the unfractionated
NGL stream into marketable purity products, sucktaane/propane mix, propane,-butane, normal butane and natural gasoline
(collectively, NGL products). These NGL producte #ren stored and/or distributed to our custonsersh as petrochemical plants, heating
fuel users and motor gasoline manufacturers.

Revenues for this segment are primarily derivechfexchange services, optimization, isomerizaticth gtorage.

» Our exchange services business collects fees bemgdtactionate and treat unfractionated NGLsehg converting them into NGL
products that are stored and shipped to a marke¢icer customedesignated locatior

» Our optimization business utilizes our asset besetract portfolio and market knowledge to captomational and seasonal price
differentials. We move NGL products between Convikgnsas, and Mont Belvieu, Texas, in order to aaptiue locational price
differentials between the two market centers. OGLNtorage facilities in the Mid-Continent and GGlbast regions are used to
capture seasonal price varianc

» Our isomerization business captures the pricereiffiial when normal butane is converted into theen@luable iso-butane at an
isomerization unit in Conway, Kansas.-butane is used in the refining industry to upgridmeoctane of motor gasolir

» Our storage business collects fees to store NGCoimvay, Kansas, and Mont Belvieu, Tex

Selected Financial and Operating Information- The following tables set forth certain selectedficial and operating results for our Natt
Gas Liquids Gathering and Fractionation segmenthferperiods indicated.

Three Months Ended Six Months Ended

June 30, June 30,
Financial Results 2008 2007 2008 2007
(Thousands of dollars
Natural gas liquids and condensate s $1,652,07 $ 996,43¢ $3,278,18/ $1,796,60.
Storage and fractionation revent 87,027 71,19¢ 167,44« 131,96:
Cost of sales and fu 1,671,76! 1,013,22; 3,308,76/ 1,822,09
Net margin 67,33¢ 54,41 136,86 106,46¢
Operating cost 19,99( 16,87 38,62 31,60(
Depreciation and amortizatic 5,66¢ 5,75¢ 11,281 11,08¢
Gain on sale of asse 6 2 18 4
Operating incom: $ 4168, $ 31,78 $ 86,974 $ 63,78¢
Three Months Ended Six Months Ended
June 30, June 30,
Operating Information 2008 2007 2008 2007
Natural gas liquids gather(MBbl/d) 258 224 252 217
Natural gas liquids sal¢(MBbl/d) 26& 221 27¢ 221
Natural gas liquids fractionat(MBbl/d) 371 34¢ 381 334
Conway-to-Mont Belvieu OPIS average differential Ethane/Prapmix($/gallon) $ 0.1t % 0.0t $ 0.11 $ 0.0t
Capital expenditure(Thousands of dollars $ 5504t § 1511« § 84,61¢ $ 22,58¢
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Operating Results- Net margin increased $12.9 million for the thneenths ended June 30, 2008, compared with the par@ last year,
primarily due to the following:
* anincrease of $11.7 million due to higher exchamgegins, primarily driven by increased volumes thuaew supply connections
and increased fractionation volum
» anincrease of $3.2 million due to wider regionalduct price differentials, ar
« anincrease of $1.4 million due to higher storagegims in our Mi-Continent storage business, partially offse
» adecrease of $3.4 million due to lower isomer@atiolume resulting from narrower -butan«-to-normal butane price differentia

Net margin increased $30.4 million for the six nitnénded June 30, 2008, compared with the samaddest year, primarily due to tl
following:
» anincrease of $16.8 million due to higher exchamgegins, primarily driven by increased volumes thuaew supply connections
and increased fractionation volum
* anincrease of $16.0 million due to wider regigmaduct price differentials, ar
e anincrease of $1.9 million due to higher storagegims in our Mi-Continent storage business, partially offse
e adecrease of $4.4 million due to lower isomergratiolume resulting from narrower -butan«to-normal butane price differentia

Operating costs increased $3.1 million and $7.0anil respectively, for the three- and snenth periods ended June 30, 2008, compared
the same periods last year, primarily due to irsedaequipment lease costs for the Bushton Plargased regulatory compliance costs at our
natural gas liquids storage facilities, higher esgpk-related costs and higher maintenance costg &tlont Belvieu fractionator.

The increase in capital expenditures for the tlredsix months ended June 30, 2008, compared hidthame periods last year, is driven
primarily by our growth activities for new supplgrinections. See discussion of our capital projeetsnning on page 20.

Natural Gas Liquids Pipelines

Overview - Our Natural Gas Liquids Pipelines segment prilpamperates FERC-regulated natural gas liquidsegath and distribution
pipelines and associated above- and below-growrdgs facilities. Our natural gas liquids gatherpifelines deliver unfractionated NGLs
gathered in Oklahoma, Kansas and the Texas parehtndlur Natural Gas Liquids Gathering and Fragtimm segment’s Mid-Continent
fractionation facilities. Our natural gas liquidstdbution pipelines deliver NGL products to thatural gas liquids market hubs in Conway,
Kansas, and Mont Belvieu, Texas. Through our adipnsof the natural gas liquids assets from Kiniflargan, we acquired terminal and
storage facilities, as well as natural gas liq@idd refined petroleum products pipelines that conoer Mid-Continent assets with Midwest
markets, including Chicago, lllinois. Our naturakdiquids gathering and distribution pipelinesrape in Oklahoma, Kansas, Nebraska,
Missouri, lowa, lllinois, Indiana and Texas. We bagrminal and storage facilities in Missouri, Netka, lowa and lllinois.

Revenues for this segment are primarily derivechftransporting product under our FERC-regulateiff$aim ariffs specify the rates we can
charge our customers and the general terms andticosdfor NGL transportation service on our pipek. Our tariffs include specifications
regarding the receipt and delivery of NGLs at ppaibng the pipeline systems. We generally changf tates under a FERC-approved
indexing methodology, which allows charging ratpsaa prescribed ceiling that changes annuallgdas the year-to-year change in the
Producer Price Index for finished goods. The FEIRG permits interstate natural gas liquids pipelitesupport rates by using a cost-of-
service methodology, competitive market price oagreement with a pipeline’s non-affiliated shipper
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Selected Financial and Operating Information- The following tables set forth certain selectedificial and operating results for our Natt
Gas Liquids Pipelines segment for the periods mteid.

Three Months Ended Six Months Ended

June 30, June 30,
Financial Results 2008 2007 2008 2007
(Thousands of dollars

Transportation and gathering reven $ 3393 $ 18,86! $ 68,00: $ 36,51(

Storage revenue 437 — 3,02¢ —
Natural gas liquids sales and other rever 403 — 2,42¢ 12
Cost of sales and fu 7,407 1,91¢ 14,73 2,57(C
Net margin 27,36 16,94 58,72¢ 33,95:
Operating cost 13,78: 5,541 27,18t 10,90
Depreciation and amortizatic 3,691 2,991 7,83¢ 6,00:
Gain on sale of asse — — 1 1
Operating incom: $ 9,89($ 8,41z % 23,701 $ 17,04
Equity earnings from investmer $ 331 % 414 $ 1,00¢$ 692
Allowance for equity funds used during construci $ 9,27: $ 98€ $ 15,69( $ 1,89(
Three Months Ended Six Months Ended

June 30, June 30,

Operating Information 2008 2007 2008 2007
Natural gas liquids transport(MBbl/d) 30¢ 227 30¢ 21¢
Natural gas liquids gather(MBbl/d) 96 78 94 74
Capital expenditure(Thousands of dollars $ 136,35: $ 64,670 $ 325,08( $ 97,79

Operating Results- Net margin increased $10.4 million for the thneenths ended June 30, 2008, compared with the par® last year,
primarily due to the following:
* anincrease of $9.4 million due to incremental nmafiggm the assets acquired from Kinder Morgan aidber 2007 an
» anincrease of $1.1 million due to increased thinpug from new supply connections and increasedymtimh volumes from
existing supply connections to our natural gasitigwathering pipeline:

Net margin increased $24.8 million for the six nitnénded June 30, 2008, compared with the samaddest year, primarily due to tl
following:
» anincrease of $22.0 million due to incrementalgimafrom the assets acquired from Kinder Morga®aiober 2007 an
* anincrease of $2.7 million due to increased thihpug from new supply connections and increasedyatizh volumes from
existing supply connections to our natural gasitigwathering pipeline:

Operating costs increased $8.2 million for theehr®nths ended June 30, 2008, compared with the paniod last year, primarily due to
$6.5 million in incremental operating expenses eissed with the assets acquired from Kinder Morgewell as higher employee-related
costs.

Operating costs increased $16.3 million for thensonths ended June 30, 2008, compared with the pana last year, primarily due to
$13.4 million in incremental operating expense®eissed with the assets acquired from Kinder Morganwell as higher employee-related
costs.

Depreciation and amortization increased $1.8 mmilfiar the six months ended June 30, 2008, primdriky to the assets acquired from Kinder
Morgan.

The increase in allowance for equity funds usedhduronstruction and capital expenditures for tire¢ and six months ended June 30, 2008
compared with the same periods last year, is dqpranarily by our growth activities. See discussafrour capital projects beginning on page
20.
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Other

In the second quarter of 2008, we started the dedssioning of the Black Mesa Pipeline, Inc. pipelamd we are in the process of notifying
the land owners of this decision. We do not exgieetdecommissioning to have a material impact arconsolidated financial statements.

Contingencies

Legal Proceedings We are a party to various litigation matters aradnat that are in the normal course of our operatidvhile the results ¢
litigation and claims cannot be predicted with airty, we believe the final outcome of such matteitsnot have a material adverse effect on
our consolidated results of operations, financasifion or liquidity.

FERC Matter - As a result of an internal review of a transattioat was brought to the attention of one of dfiliates by a third party, we
conducted an internal review of transactions thay mve violated FERC natural gas capacity relagss or related rules and determined
that there were transactions that should have tisetosed to the FERC. We notified the FERC of thisgew and filed a report with the
FERC regarding these transactions in March 2008aWeooperating fully with the FERC and have taketion to ensure that current and
future transactions comply with applicable FERCutagions. We are unable to predict the outcomengfRERC action in this matter. At this
time, we do not believe that penalties associatéu potential violations will have a material impan our results of operations, financial
position or liquidity.

LIQUIDITY AND CAPITAL RESOURCES

General - Our principal sources of liquidity include caséngrated from operating activities, bank credillitées, debt issuances and the sale
of common units. We fund our operating expensdst skervice and cash distributions to our limitedipers and general partner primarily
with operating cash flow.

Part of our growth strategy is to expand our exgsbusinesses and strategically acquire relateiddsses that strengthen and complemen
existing assets. Capital resources for acquisi@mtsmaintenance and growth expenditures may liketlhy a variety of sources, including
those listed above as our principal sources ofdityu Beginning in 2007 and continuing in 2008e ttapital markets have been impacted by
macroeconomic, liquidity, credit and other recesaiy concerns. During this period, we have continioehave access to our 2007 Partnel
Credit Agreement to fund our short-term liquidityeds. In 2008, we issued common units and receigdiional contributions from our
general partner. See discussion below under “Edsstyance.” We also issued $600 million of longrtetebt in September 2007. Our ability
to continue to access capital markets for debteapity financing under reasonable terms dependsiofinancial condition, credit ratings &
market conditions. We anticipate that our existiagital resources, ability to obtain financing aagh flow generated from future operations
will enable us to maintain our current level of mgg@ns and our planned operations, including eapitpenditures, for the foreseeable future.
We have no material guarantees of debt or othdfssicommitments to unaffiliated parties.

During the six months ended June 30, 2008 and 2007 apital expenditures were financed throughatpey cash flows and short- and long-
term debt. For the six months ended June 30, 2008 apital expenditures were also financed thrahghissuance of common units. Capital
expenditures for the first six months of 2008 w&524.6 million, compared with $206.4 million foretlkame period in 2007, exclusive of
acquisitions. The increase in capital expenditime2008, compared with 2007, is driven primarilydur capital projects, which are
discussed beginning on page 20.

Financing - Financing is provided through available cash,2007 Partnership Credit Agreement, the issuancemimon units and long-
term debt. Other options to obtain financing inéubut are not limited to issuance of hybrid sei@gisuch as any trust preferred security or
deferrable interest subordinated debt issued loyr asy business trusts and sale/leaseback oftfesili

The total amount of short-term borrowings authatibg our general partner’s Board of Directors iss$dillion. At June 30, 2008, we had
$120 million borrowings outstanding and $880 miiliavailable under our 2007 Partnership Credit Agues® and available cash and cash
equivalents of approximately $76.4 million. As ah& 30, 2008, we could have issued $1.5 billioadtfitional debt under the most restrict
provisions contained in our various borrowing agreats.

We have a $15 million Senior Unsecured Letter afdirFacility and Reimbursement Agreement with We&lrgo Bank, N.A., of which $12
million is currently being used, and an agreemaitti Royal Bank of Canada, pursuant to which a $1iam letter of credit was issued. Both
agreements are used to support various permitsregjoy the KDHE for our ongoing business in Kansas
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Our 2007 Partnership Credit Agreement containcglgiovenants as discussed in Note F of the Not€®hsolidated Financial Statement:
our Annual Report on Form 10-K for the year endedd&nber 31, 2007. At June 30, 2008, we were in tange with all covenants.

Equity Issuance- In March 2008, we completed a public offering2dd million common units at $58.10 per common wénerating net
proceeds of approximately $140.4 million after dgthg underwriting discounts but before offeringperses. In addition, we sold 5.4 million
common units to ONEOK in a private placement, gatieg proceeds of approximately $303.2 millionctmjunction with the public offerin
of common units and the private placement, ONEOKneas GP contributed $9.4 million in order to main its 2 percent general partner
interest in us.

In April 2008, we sold an additional 128,873 comnumits at $58.10 per common unit to the undervsitdrthe public offering upon the
partial exercise of their option to purchase addai common units to cover over-allotments. We ikesgknet proceeds of approximately $7.2
million from the sale of the common units after detihg underwriting discounts but before offeringenses. In conjunction with the partial
exercise by the underwriters, ONEOK Partners GRritiuted $0.2 million in order to maintain its 2rpent general partner interest in us.
result of these transactions, ONEOK now holds ajrexgate 47.7 percent interest in us.

We used a portion of the proceeds from the sat®wfmon units and the general partner contributionepay borrowings under our 2007
Partnership Credit Agreement.

Capitalization Structure - The following table sets forth our capitalizatistnucture for the periods indicated.

June 30 December 31
2008 2007
Long-term Debt 49% 54%
Equity 51% 46%
Debt (including notes payabl 50% 55%
Equity 50% 45%

Credit Ratings - Our investment grade credit ratings as of June€808, are shown in the table below.

Rating Agency Rating Outlook
Moody's Baa: Stable
S&P BBB Stable

Our credit ratings may be affected by a materialhge in our financial ratios or a material evefé@fng our business. The most common
criteria for assessment of our credit ratings heedebt-to-EBITDA ratio, interest coverage, businésk profile and liquidity. If our credit
ratings were downgraded, the interest rates or2007 Partnership Credit Agreement borrowings wanddease, resulting in an increase in
our cost to borrow funds. An adverse rating chaagmt a default under our 2007 Partnership Crkgieement.

Our $250 million and $225 million senior notes, @040 and 2011, respectively, contain provisiomas thquire us to offer to repurchase the
senior notes at par value if our Moody’s or S&Pdireating falls below investment grade (Baa3 fosddy’s or BBB- for S&P) and the
investment grade rating is not reinstated withpedod of 40 days. Further, the indentures goveromr senior notes due 2010 and 2011
include an event of default upon acceleration béotndebtedness of $25 million or more and theimdres governing our senior notes due
2012, 2016, 2036 and 2037 include an event of ttai@on the acceleration of other indebtednesslobdmillion or more that would be
triggered by such an offer to repurchase. Suchvantef default would entitle the trustee or thédieos of 25 percent in aggregate principal
amount of the outstanding senior notes due 20101,22012, 2016, 2036 and 2037 to declare thoses moi@ediately due and payable in full.
We may not have sufficient cash on hand to repselaad repay any accelerated senior notes, whigtcawse us to borrow money under
credit facilities or seek alternative financing sms to finance the repurchases and repayment.owld also face difficulties accessing cap
or our borrowing costs could increase, impactingahility to obtain financing for acquisitions camtal expenditures, to refinance
indebtedness and to fulfill our debt obligationsdécline in our credit rating below investment graay also require us to provide securit
our counterparties in the form of cash, lettersreflit or other negotiable instruments.
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Other than the note repurchase obligations destdabeve, we have determined that we do not havéfisignt exposure to rating triggers in
various other contracts and equipment leases. gratgyers are defined as provisions that wouldi&ren automatic default or acceleratiol
indebtedness based on a change in our credit rating

Capital Expenditures - We classify expenditures that are expected tegea additional revenues or significant operadifiigiencies as
growth capital expenditures. Any remaining capigbenditures are classified as maintenance capipsnditures.

The following table summarizes our 2008 projectamirgh and maintenance capital expenditures, exatudiFUDC.

2008 Projected Capital Expenditures Growth Maintenance Total
(Millions of dollars)

Natural Gas Gathering and Process $ 126 % 22 $ 15C

Natural Gas Pipeline 224 21 24t

Natural Gas Liquids Gathering and Fractiona 142 29 17z

Natural Gas Liquids Pipeline 73E 12 747

Total projected capital expenditur $123C % 84  $1,31«

Additional information about these projects is ud#d under “Capital Projects” beginning on pageR2@ancing for these projects may
include any, or a combination, of the followingsh&rom operations, borrowings under our 2007 Rastrip Credit Agreement, and debt or
equity offerings.

Cash Distributions - We distribute 100 percent of our available cadhich generally consists of all cash receipts &gjastments for cash
disbursements and net change to reserves, to aaraend limited partners. Our income is allocdtedur general partner and limited
partners according to their partnership percentaf@spercent and 98 percent, respectively. Thecefif any incremental income allocations
for incentive distributions to our general partigecalculated after the income allocation for teagral partner’s partnership interest and
before the income allocation to the limited partner

The following table sets forth the distribution pagnts, including our general partner’s incentivardiution interests, for the periods
indicated.

Six Months Ended

June 30,
2008 2007
(Thousands of dollars
Common unitholder $ 104,16( $ 91,40
Class B unitholde 75,36! 71,89:
General Partne 35,27: 25,71:

The following summarizes our quarterly cash disiitn activity for 2008.
* In January 2008, we increased our cash distributi.025 per unit for the fourth quarter of 200ie distribution was paid on
February 14, 2008, to unitholders of record on aan@1, 2008
* In April 2008, we increased our cash distributior$i.04 per unit for the first quarter of 2008. Tigtribution was paid on May 15,
2008, to unitholders of record as of April 30, 20
* In July 2008, we increased our cash distributiofi@®6 per unit ($4.24 per unit on an annualizezdd)dor the second quarter of
2008. The distribution will be paid on August 1808, to unitholders of record as of July 31, 2(

As an incentive, our general partner’'s percentaggeést in quarterly distributions increases aftatain specified target levels are met. For
additional information, see “Cash Distribution Rgli under Part II, Item 5, Market for Registran€emmon Equity, Related Stockholder
Matters and Issuer Purchases of Equity Securitiesir Annual Report on Form 10-K for the year eh@ecember 31, 2007.

Commodity Prices- We are subject to commodity price volatility. Sigcant fluctuations in commodity prices may impaar overall

liquidity due to the impact commodity price changese on items such as the cost of NGLs and galsimstorage, increased margin
requirements, the cost of transportation to varimasket locations, collectibility of certain enermslated receivables and working capital. We
believe that our current lines of credit are adégtameet liquidity
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requirements associated with commodity price viithatiSee discussion beginning on page 36 undeni@odity Price Risk” in Item 3,
Quantitative and Qualitative Disclosures about MaRRisk, for information on our hedging activities.

ENVIRONMENTAL AND SAFETY MATTERS

Environmental Liabilities - We are subject to multiple environmental, histakiand wildlife preservation laws and regulatiaffecting

many aspects of our present and future operatiegulated activities include those involving airigsions, storm water and wastewater
discharges, handling and disposal of solid andrdazes wastes, hazardous materials transportatishpigeline and facility construction.
These laws and regulations generally require wbtain and comply with a wide variety of environrtertlearances, registrations, licenses,
permits and other approvals. Failure to comply whise laws, regulations, permits and licenseserpgse us to fines, penalties and/or
interruptions in our operations that could be mate&o our results of operations. If an accidetgak or spill of hazardous substances or
petroleum products occurs from our lines or faedit in the process of transporting natural gasl.§@r refined products, or at any facility
that we own, operate or otherwise use, we couldehbe jointly and severally liable for all resultifigbilities, including investigation and
clean-up costs, which could materially affect asults of operations and cash flows. In additiomission controls required under the federal
Clean Air Act and other similar federal and stated could require unexpected capital expendituresrafacilities. We cannot assure that
existing environmental regulations will not be =4 or that new regulations will not be adoptedesrome applicable to us. Revised or
additional regulations that result in increased gliemce costs or additional operating restrictiqgragticularly if those costs are not fully
recoverable from customers, could have a matatdisse effect on our business, financial condiéind results of operations.

Our expenditures for environmental evaluation, gaition and remediation to date have not been $gnif in relation to our results of
operations, and there were no material effects @aonings during the six months ended June 30, 20@807, related to compliance with
environmental regulations.

Pipeline Safety- We are subject to United States Department ofigpartation regulations, including integrity managat regulations. The
Pipeline Safety Improvement Act requires pipelinenpanies to perform integrity assessments on pipaiegments that pass through densely
populated areas or near specifically designateld timsequence areas. To our knowledge, we aranpl@nce with all material requiremel
associated with the various pipeline safety reguiat

Air and Water Emissions- The federal Clean Air Act, the federal Clean Watet and analogous state laws impose restrictimscontrols
regarding the discharge of pollutants into theaail water in the United States. Under the ClearA&ir a federally-enforceable operating
permit is required for sources of significant airigssions. We may be required to incur certain ehpitpenditures for air pollution-control
equipment in connection with obtaining or maintagqpermits and approvals for sources of air emissidhe Clean Water Act imposes
substantial potential liability for the removal arnediation of pollutants discharged to waterthefUnited States. To our knowledge, we
in compliance with all material requirements asatsrl with the various regulations.

Chemical Site Security- The United States Department of Homeland Sec(iiomeland Security) released an interim rule inill2007 tha
requires companies to provide reports on sites evbertain chemicals, including many hydrocarbordpots, are stored. After having
received these reports, Homeland Security is iflentj which sites are required to implement minimseturity measures. Homeland
Security is in the initial stages of implementihgstrule, and the full extent to which the rulelwdquire us to undertake additional
expenditures for site security is uncertain at gamt.

Climate Change- Our environmental and climate change strategydes on taking steps to minimize the impact ofapérations on the
environment. These strategies include: (i) develggind maintaining an accurate greenhouse gasienssaventory, (ii) improving the
efficiency of our various pipeline and gas proaegdacilities, (iii) following developing technol@gs for emission control, (iv) following
developing technologies to capture carbon dioxidiesep it from reaching the atmosphere, and (viyaimg options for future energy
investment.

Currently, operating entities within our Partnepsparticipate in the Processing and Transmissiotoseof the United States Environmental
Protection Agency’s Natural Gas STAR Program tamtdrily reduce methane emissions. In additioncaminue to focus on maintaining
low rates of losand unaccounted for gas through expanded implertn@miaf best practices to limit the release of rae#hduring pipeline ai
facility maintenance and operations.
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CASH FLOW ANALYSIS

Operating Cash Flows- Operating cash flows decreased by $35.0 millarttie six months ended June 30, 2008, comparéuthetsame
period in 2007. Our net income increased to $2881%on for the six months ended June 30, 2008, parad with $190.4 million for the sai
period in 2007. This increase was offset by a redondrom changes in working capital.

Investing Cash Flows- Cash used in investing activities was $515.5iamlfor the six months ended June 30, 2008, contpaith $236.3
million for the same period in 2007. The increassd of cash was primarily due to increased capipénditures related to our capital
projects.

Financing Cash Flows- Cash provided by financing activities was $258iBion for the six months ended June 30, 2008, parad with
cash used in financing activities of $93.1 millfon the same period in 2007.

During the first six months of 2008, our concurrpablic offering and private placement of commoitsigenerated proceeds of $450.2
million. In addition, ONEOK Partners GP contribute@l5 million in order to maintain its 2 percenhgeal partner interest in us. We used a
portion of the proceeds and general partner carttdbs to repay borrowings under our revolving dradreement. Borrowings for the first
months of 2008 are the result of our on-going edpitojects.

Cash distributions to our general and limited pangrfor 2008 were $214.8 million, compared with &08million in the same period in 2007,
an increase of $25.8 million. This increase wamarily due to the additional units outstanding dgr2008 as a result of the concurrent pt
offering and private placement in March and Apf@iD8, as well as cash distributions of $2.065 pérfonthe first six months of 2008,
compared with $1.97 per unit paid in the same pend007.

FORWARD-LOOKING STATEMENTS

Some of the statements contained and incorporatéds Quarterly Report on Form 10-Q are forwardkiag statements within the meaning
of Section 27A of the Securities Act of 1933, aaded, and Section 21E of the Securities and Exghant of 1934, as amended. The
forward-looking statements relate to our anticigdteancial performance, management’s plans andobivgs for our future operations, our
business prospects, the outcome of regulatoryegal proceedings, market conditions and other msatf#e make these forward-looking
statements in reliance on the safe harbor protexiioovided under the Private Securities Litigafteform Act of 1995. The following
discussion is intended to identify important fasttirat could cause future outcomes to differ mallgrirom those set forth in the forward-
looking statements.

Forward-looking statements include the items idietiin the preceding paragraph, the informationaawning possible or assumed future
results of our operations and other statementsagwd or incorporated in this Quarterly Report onnfr 10-Q identified by words such as
“anticipate,” “estimate,” “expect,” “project,” “imgnd,” “plan,” “believe,” “should,” “goal,” “forecas’ “could,” “may,” “continue,” “might,”
“potential,” “scheduled” and other words and temfisimilar meaning.

You should not place undue reliance on forward-ieglstatements. Known and unknown risks, unceitsrand other factors may cause our
actual results, performance or achievements todtenmlly different from any future results, perfance or achievements expressed or
implied by forward-looking statements. Those fastaray affect our operations, markets, productsjees and prices. In addition to any
assumptions and other factors referred to spetiifizaconnection with the forward-looking staten&rfactors that could cause our actual
results to differ materially from those contempthile any forward-looking statement include, amotitgos, the following:

» the effects of weather and other natural phenoranaur operations, demand for our services andygrnaices;
competition from other United States and Canadiergy suppliers and transporters as well as aligsforms of energy
the capital intensive nature of our busines
the profitability of assets or businesses acquireds;
risks of marketing, trading and hedging activitiegjuding the risks of changes in energy pricetherfinancial condition of our
counterparties
» the uncertainty of estimates, including accrual$ @wsts of environmental remediatic
» the timing and extent of changes in energy commaqatices;
» the effects of changes in governmental policiesragdlatory actions, including changes with resp@@come and other taxes,

environmental compliance, authorized rates or regouf gas and gas transportation cc

34



Table of Contents

* impact on drilling and production by factors beyand control, including the demand for natural gad refinery-grade crude oil;
producersdesire and ability to obtain necessary permitemasperformance; and capacity constraints on ifhadipes that transpc
crude oil, natural gas and NGLs from producing suead our facilities

« changes in demand for the use of natural gas beadusarket conditions caused by concerns abobagjlwarming or changes in
governmental policies and regulations due to céntdtange initiatives

» the impact of unforeseen changes in interest ratgsty markets, inflation rates, economic recessiod other external factors over
which we have no control, including the effect @mpion expense and funding resulting from changestock and bond market
returns;

e actions by rating agencies concerning the cretitga of us or our general partn

» the results of administrative proceedings andadttn, regulatory actions and receipt of expectedrances involving the OCC,
KCC, Texas regulatory authorities or any other log@te or federal regulatory body, including FeRC;

» our ability to access capital at competitive ratesn terms acceptable to |

» risks associated with adequate supply to our gatdpeprocessing, fractionation and pipeline faig#t including production declines
which outpace new drilling

» the risk that material weaknesses or significafic@mcies in our internal control over financialporting could emerge or that mil
problems could become significa

» the impact and outcome of pending and future litigga

« the ability to market pipeline capacity on favomt#rms, including the effects «

- future demand for and prices of natural gas and &\

- competitive conditions in the overall energy may

- availability of supplies of Canadian and Unitedt8sanatural gas

- availability of additional storage capaci

- weather conditions; ar

- competitive developments by Canadian and U.S. abgias transmission pee

» performance of contractual obligations by our costs, service providers, contractors and ship)

» the timely receipt of approval by applicable goveemtal entities for construction and operation uf pipeline and other projects
and required regulatory clearanc

» our ability to acquire all necessary rights-of-warmits and consents in a timely manner, to proygditain all necessary materials
and supplies required for construction, and to tanspipelines without labor or contractor probge:

« the mechanical integrity of facilities operat:

« demand for our services in the proximity of ourilities;

e our ability to control operating cos!

e acts of nature, sabotage, terrorism or other siraidts that cause damage to our facilities or appbers or shipper’ facilities;

» economic climate and growth in the geographic aireagich we do busines

» the risk of a significant slowdown in growth or éiere in the U.S. economy or the risk of delay iowth recovery in the U.S.
economy;

» the impact of recently issued and future accounpirmgpouncements and other changes in accountingjgm

» the possibility of future terrorist attacks or fhessibility or occurrence of an outbreak of, orraes in, hostilities or changes in the
political conditions in the Middle East and elsevdy

» the risk of increased costs for insurance premiwg@surity or other items as a consequence of tstriattacks

» risks associated with pending or possible acquisstiand dispositions, including our ability to fiwa or integrate any such
acquisitions and any regulatory delay or conditimmgosed by regulatory bodies in connection witi sinch acquisitions and
dispositions

« the impact of unsold pipeline capacity being greatdess than expecte

« the ability to recover operating costs and amoagtsvalent to income taxes, costs of property, tiaua equipment and regulatory
assets in our state and FE-regulated rates

e our ability to promptly obtain all necessary magkriand supplies required for construction of gartige processing, storage,
fractionation and transportation facilitie

» the composition and quality of the natural gas ld&lLs we gather and process in our plants and tmahsp our pipelines

» the efficiency of our plants in processing natgad and extracting and fractionating NG

» the impact of potential impairment charg

» therisk inherent in the use of information systémsur respective businesses, implementation of saftware and hardware, and
the impact on the timeliness of information fordintial reporting

« our ability to control construction costs and coetigin schedules of our pipelines and other projeatd
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» the risk factors listed in the reports we havedfiend may file with the SEC, which are incorporatgdeference

These factors are not necessarily all of the ingmtrtactors that could cause actual results tediffaterially from those expressed in any of
our forwardlooking statements. Other factors could also hasterial adverse effects on our future results. &lagsl other risks are descrit
in greater detail in Part I, Item 1A, Risk Factanspur Annual Report on Form 10-K for the year ethddecember 31, 2007. All forward-
looking statements attributable to us or persotin@on our behalf are expressly qualified in theitirety by these factors. Other than as
required under securities laws, we undertake nigatibn to update publicly any forward-looking staent whether as a result of new
information, subsequent events or change in cirtameges, expectations or otherwise.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Our quantitative and qualitative disclosures aloatket risk are consistent with those discussdthin 11, Item 7A, Quantitative and
Qualitative Disclosures About Market Risk in ourrAral Report on Form 10-K for the year ended DecerBibe2007, except that beginning
January 1, 2008, we determine the fair value ofdauivative instruments in accordance with Statdri&i. See Notes A and C of the Notes
to Consolidated Financial Statements in this Quigrieeport on Form 10-Q for further discussion tdt8ment 157.

INTEREST RATE RISK

General - We are subject to the risk of interest rate flation in the normal course of business. We maidgeest rate risk through the use
of fixed-rate debt, floating-rate debt and, at tiniaterest-rate swaps. Fixed-rate swaps are ose&ditice our risk of increased interest costs
during periods of rising interest rates. Floatiaterswaps are used to convert the fixed ratesngfierm borrowings into short-term variable
rates. At June 30, 2008, the interest rate onfalliolong-term debt was fixed.

Fair Value Hedges- See Note D of the Notes to Consolidated Finartatements in this Quarterly Report on Form 1@&fscussion of
interest-rate swaps and interest expense saviogstérminated swaps.

Total interest expense savings from amortizatioteohinated swaps for 2008 will be $3.7 millionnguared with total net swap savings of
$2.5 million in 2007.

COMMODITY PRICE RISK

Our Natural Gas Gathering and Processing segmerpissed to commodity price risk, primarily NGLs,aresult of receiving commodities
in exchange for our services. To a lesser extapbures arise from the relative price differenbieiween NGLs and natural gas, or the gross
processing spread, with respect to our keep-whalegssing contracts. We are also exposed to thefisrice fluctuations and the cost of
intervening transportation at various market lamadi We use commodity fixed-price physical forwaadd derivative contracts, including
NYMEX -based futures and over-the-counter swaps, to ndeigarnings volatility related to natural gas, N&ld condensate price
fluctuations.

We reduce our gross processing spread exposunggtheocombination of physical and financial hed§és.utilize a portion of our percent-
of-proceeds equity natural gas as an offset, arrabhedge, to an equivalent portion of our kedmle shrink requirements. This has the e
of converting our gross processing spread risk@&.ldommaodity price risk, and we then use finanoiatruments to hedge the sale of NGLs.
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The following tables set forth our Natural Gas @aithg and Processing segment’s hedging informdtiothe remainder of 2008 and for the
year ending December 31, 20!

Six Months Ending
December 31, 2008
Volumes Percentagt

Hedged Average Price Hedged

Natural gas liquid(Bbl/d) (a) 8,56( $ 1.31/gallor 74%
Condensat(Bbl/d) (a) 748 $ 2.16/ gallor 78%
Total liquid sale(Bbl/d) 9,30¢ $ 1.38/ gallor 74%
Natural gas(MMBtu/d)(a) 550 $ 9.35/MMBtL 54%
(a) - Hedged with fixe-price swaps
Year Ending
December 31, 2009
Volumes Percentagt

Hedged Average Price Hedged

Natural gas liquid(Bbl/d) (a) 3,31¢ $ 2.01/ gallor 28%
Condensat(Bbl/d) (a) 66€ $ 3.23/gallor 47%
Total liquid sale(Bbl/d) 3,97¢ $ 2.22/ gallor 30%

(a) - Hedged with fixe-price swaps

Our commodity price risk is estimated as a hypathéthange in the price of NGLs, crude oil andunaltgas at June 30, 2008, excluding the
effects of hedging and assuming normal operatimglitions. Our condensate sales are based on e g@ircrude oil. We estimate the
following:

* a$0.01 per gallon increase in the composite mid¢GLs would increase annual net margin by appnately $1.6 million

* a$1.00 per barrel increase in the price of crubbeauld increase annual net margin by approxinya$gl.7 million, anc

* a$0.10 per MMBtu increase in the price of natges would increase annual net margin by approxisgn&te2 million.

The above estimates of commodity price risk doimdtide any effects on demand for our servicesittight be caused by, or arise in
conjunction with, price changes. For example, angkdn the gross processing spread may cause gehathe amount of ethane extracted
from the natural gas stream, impacting gatherirgm@ocessing margins, NGL exchange revenues, hafasaleliveries, and NGL volumes
shipped and fractionated.

See Note D of the Notes to Consolidated Finandetefents in this Quarterly Report on Form 10-Qnfiore information on our hedging
activities.

ITEM 4. CONTROLS AND PROCEDURES

Quarterly Evaluation of Disclosure Controls and Praedures- As of the end of the period covered by this regbe Chief Executive
Officer (Principal Executive Officer) and the Chighancial Officer (Principal Financial Officer) @NEOK Partners GP, our general part
evaluated the effectiveness of our disclosure otsmaind procedures as defined in Rules 13a-15¢k)18d-15(e) of the Exchange Act.
Disclosure controls and procedures include, withiouitation, controls and procedures designed &ues that information required to be
disclosed by us in the reports that we file or sitilmder the Exchange Act is accumulated and conirated to management of ONEOK
Partners GP, including the officers of ONEOK Pagrn@&P who are the equivalent of our principal exigeland principal financial officers,
appropriate to allow timely decisions regardinguiegd disclosure. Based on their evaluation, theyctuded that as of June 30, 2008, our
disclosure controls and procedures were effectivensuring that the information required to beldised by us in the reports we file or sub
under the Exchange Act is recorded, processed, suired and reported within the time periods spedifi the SEC’s rules and forms.

Changes in Internal Control Over Financial Reporting - We have made no changes in our internal contret financial reporting (as
defined in Rule 13a-15(f) and 15d-15(f) under tixeliange Act) during the second quarter ended JOn2M®8, that have materially affected,
or are reasonably likely to materially affect, aternal control over financial reporting.
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PART Il - OTHER INFORMATION
ITEM1. LEGAL PROCEEDINGS

Information about our legal proceedings is includeder Part I, Item 3, Legal Proceedings, in oundal Report on Form 10-K for the year
ended December 31, 2007.

ITEM 1A. RISK FACTORS

Our investors should consider the risks set fartRart I, Item 1A, Risk Factors of our Annual Repmr Form 10-K for the year ended
December 31, 2007, that could affect us and ounkss. Although we have tried to discuss key factour investors need to be aware that
other risks may prove to be important in the futddew risks may emerge at any time and we canrmatigirsuch risks or estimate the extent
to which they may affect our financial performankceestors should carefully consider the discussiorisks and the other information
included or incorporated by reference in this QardytReport on Form 10-Q, including “Forward-Loo§iStatements,” which are included in
Part I, Item 2, Management's Discussion and AnalgéiFinancial Condition and Results of Operations.

ITEM 2.  UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Not Applicable.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
Not Applicable.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Not Applicable.

ITEM5. OTHER INFORMATION
Not Applicable.

ITEM 6. EXHIBITS
The following exhibits are filed as part of this &terly Report on Form 10-Q:

Exhibit No. Exhibit Description
31.1 Certification of John W. Gibson pursuant to SecB02 of the Sarban-Oxley Act of 2002
31.2 Certification of Curtis L. Dinan pursuant to Sectid02 of the Sarban-Oxley Act of 2002
32.1 Certification of John W. Gibson pursuant to 18 (€.SSection 1350 as adopted pursuant to SectioroPO& Sarbanes-
Oxley Act of 2002 (furnished only pursuant to RUB-14(b)).
32.2 Certification of Curtis L. Dinan pursuant to 18 UCSSection 1350 as adopted pursuant to SectioroPO& Sarbanes-

Oxley Act of 2002 (furnished only pursuant to RUEz-14(b)).
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SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned hereunto duly authorized.

ONEOK PARTNERS, L.P

By: ONEOK Partners GP, L.L.C., its General Par
Date: August 6, 200

By: /s/ Curtis L. Dinan
Curtis L. Dinan
Executive Vice Presider
Chief Financial Officer and Treasul
(Signing on behalf of the Registrant
and as Principal Financial Office
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Exhibit 31.1

Certification

I, John W. Gibson, certify that:

| have reviewed this quarterly report on Form 10f@NEOK Partners, L.P.;

Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgitée a material fact necessary to make
the statements made, in light of the circumstanoeer which such statements were made, not misigadih respect to the period covered

by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, theqols presented in this report;

The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and

15d-15(f)) for the registrant and have:

a)

b)

c)

d)

Designed such disclosure controls and procedaresused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

Designed such internal control over financial réipgr, or caused such internal control over finahagaorting to be designed uni
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

Evaluated the effectiveness of the registradisslosure controls and procedures and presentinisineport our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; an

Disclosed in this report any change in the tegid’s internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrans other certifying officer(s) and | have discloskdsed on our most recent evaluation of internafrobover financial reporting
to the registrant’s auditors and the audit commititthe registrant’s board of directors (or pessperforming the equivalent functions):

a)

b)

All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the regigf’s ability to record, process, summarize and refpanhcial information; an
Any fraud, whether or not material, that invaveanagement or other employees who have a sigmifiole in the registrant’s

internal control over financial reportin

Date: August 6, 200

/s/ John W. Gibson
Chief Executive Office




Exhibit 31.Z

Certification

I, Curtis L. Dinan, certify that:

| have reviewed this quarterly report on Form 10f@NEOK Partners, L.P.;

Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgitée a material fact necessary to make
the statements made, in light of the circumstanoeer which such statements were made, not misigadih respect to the period covered

by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, theqols presented in this report;

The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and

15d-15(f)) for the registrant and have:

a)

b)

c)

d)

Designed such disclosure controls and procedaresused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

Designed such internal control over financial réipgr, or caused such internal control over finahagaorting to be designed uni
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

Evaluated the effectiveness of the registradisslosure controls and procedures and presentinisineport our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; an

Disclosed in this report any change in the tegid’s internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrans other certifying officer(s) and | have discloskdsed on our most recent evaluation of internafrobover financial reporting
to the registrant’s auditors and the audit commititthe registrant’s board of directors (or pessperforming the equivalent functions):

a)

b)

All significant deficiencies and material weakses in the design or operation of internal comvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an
Any fraud, whether or not material, that invalveanagement or other employees who have a signifrole in the registrant’s

internal control over financial reportin

Date: August 6, 200

/s/ Curtis L. Dinan
Chief Financial Officel




Exhibit 32.1

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

In connection with the Quarterly Report on FormQ@f ONEOK Partners, L.P. (the “Company”) for theripd ending June 30, 2008 as filed
with the Securities and Exchange Commission ord#te hereof (the “Report”), I, John W. Gibson, CHirecutive Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, agp#stbpursuant to Section 906 of the Sarbanes-Oxtewf 2002, that:

(1) the Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) the information contained in the Report faphesents, in all material respects, the finan@alition and results of operations of the
Company.

/s/ John W. Gibso
John W. Gibsotl
Chief Executive Office

August 6, 2008

A signed original of this written statement reqdit®y Section 906, or other document authenticatisgnowledging or otherwise adopting
signature that appears in typed form within thetetaic version of this written statement requibgdSection 906, has been provided to
ONEOK Partners, L.P. and will be retained by ONERé¢tners, L.P. and furnished to the SecuritiesEamhange Commission or its staff

upon request.



Exhibit 32.2

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

In connection with the Quarterly Report on FormQ@f ONEOK Partners, L.P. (the “Company”) for theripd ending June 30, 2008 as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), I, Curtis L. Dinan, €hFinancial Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, agp#stbpursuant to Section 906 of the Sarbanes-Oxtewf 2002, that:

(1) the Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) the information contained in the Report faphesents, in all material respects, the finan@alition and results of operations of the
Company.

s/ Curtis L. Dinar
Curtis L. Dinan
Chief Financial Officel

August 6, 2008

A signed original of this written statement reqdit®y Section 906, or other document authenticatisgnowledging or otherwise adopting
signature that appears in typed form within thetetaic version of this written statement requibgdSection 906, has been provided to
ONEOK Partners, L.P. and will be retained by ONERé¢tners, L.P. and furnished to the SecuritiesEamhange Commission or its staff

upon reques



