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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

X ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2007.

OR

     TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934

For the transition period from              to             .

Commission file number  001-13643

ONEOK, Inc.
(Exact name of registrant as specified in its charter)

Oklahoma 73-1520922
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer Identification No.)

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

Registrant�s telephone number, including area code  (918) 588-7000

Securities registered pursuant to Section 12(b) of the Act:

Common stock, par value of $0.01 New York Stock Exchange
(Title of Each Class) (Name of Each Exchange on which Registered)

Securities registered pursuant to Section 12(g) of the Act:  None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes X  No     .

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes       No X.
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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports) and (2) has been subject
to such filing requirements for the past 90 days. Yes X  No     

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Registration S-K is not contained herein, and will not be
contained, to the best of registrant�s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K or any amendment to this Form 10-K. X

Indicate by checkmark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
�accelerated filer and large accelerated filer� in Rule 12b-2 of the Exchange Act. (Check one)

Large accelerated filer X                                         Accelerated filer                                                  Non-accelerated filer     

Indicate by checkmark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes       No X.

Aggregate market value of registrant�s common stock held by non-affiliates based on the closing trade price on June 30, 2007, was $5.2 billion.

On February 20, 2008, the Company had 104,060,539 shares of common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE:

Portions of the definitive proxy statement to be delivered to shareholders in connection with the Annual Meeting of Shareholders to be held
May 15, 2008, are incorporated by reference in Part III.
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GLOSSARY

The abbreviations, acronyms, industry terminology and certain other terms used in this Annual Report on Form 10-K are defined as follows:

AFUDC Allowance for funds used during construction
APB Opinion Accounting Principles Board Opinion
ARB Accounting Research Bulletin
Bbl Barrels, 1 barrel is equivalent to 42 United States gallons
Bbl/d Barrels per day
BBtu/d Billion British thermal units per day
Bcf Billion cubic feet
Bcf/d Billion cubic feet per day
Black Mesa Pipeline Black Mesa Pipeline, Inc.
Btu British thermal units, a measure of the amount of heat required to raise the temperature of

one pound of water one degree Fahrenheit
Bushton Plant Bushton Gas Processing Plant
EITF Emerging Issues Task Force
EPA United States Environmental Protection Agency
Exchange Act Securities Exchange Act of 1934, as amended
FASB Financial Accounting Standards Board
FERC Federal Energy Regulatory Commission
FIN FASB Interpretation
Fort Union Gas Gathering Fort Union Gas Gathering, L.L.C.
GAAP Generally Accepted Accounting Principles in the United States
Guardian Pipeline Guardian Pipeline, L.L.C.
Heartland Heartland Pipeline Company
Intermediate Partnership ONEOK Partners Intermediate Limited Partnership, formerly known as Northern Border

Intermediate Limited Partnership, a wholly owned subsidiary of ONEOK Partners, L.P.
IRS Internal Revenue Service
KCC Kansas Corporation Commission
KDHE Kansas Department of Health and Environment
LDCs Local Distribution Companies
LIBOR London Interbank Offered Rate
MBbl Thousand barrels
MBbl/d Thousand barrels per day
Mcf Thousand cubic feet
Midwestern Gas Transmission Midwestern Gas Transmission Company
MMBtu Million British thermal units
MMcf Million cubic feet
MMcf/d Million cubic feet per day
Moody�s Moody�s Investors Service, Inc.
NGL(s) Natural gas liquid(s)
Northern Border Pipeline Northern Border Pipeline Company
Northern Plains Northern Plains Natural Gas Company, LLC, now known as ONEOK Partners GP, L.L.C.
NYMEX New York Mercantile Exchange
NYSE New York Stock Exchange
OBPI ONEOK Bushton Processing Inc.
OCC Oklahoma Corporation Commission
ONEOK ONEOK, Inc.
ONEOK Leasing Company ONEOK Leasing Company, L.L.C.
ONEOK Partners ONEOK Partners, L.P., formerly known as Northern Border Partners, L.P.
ONEOK Partners GP ONEOK Partners GP, L.L.C., formerly known as Northern Plains Natural Gas Company,

LLC, a wholly owned subsidiary of ONEOK, Inc. and the sole general partner of ONEOK
Partners, L.P.

Overland Pass Pipeline Company Overland Pass Pipeline Company LLC
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RRC Texas Railroad Commission
S&P Standard & Poor�s Rating Group
SEC Securities and Exchange Commission
Statement Statement of Financial Accounting Standards
TC PipeLines TC PipeLines Intermediate Limited Partnership, a subsidiary of TC PipeLines, LP
TransCanada TransCanada Corporation
Viking Gas Transmission Viking Gas Transmission Company
The statements in this Annual Report on Form 10-K that are not historical information, including statements concerning plans and objectives of
management for future operations, economic performance or related assumptions, are forward-looking statements. Forward-looking statements
may include words such as �anticipate,� �estimate,� �expect,� �project,� �intend,� �plan,� �believe,� �should,� �goal,� �forecast� and
other words and terms of similar meaning. Although we believe that our expectations regarding future events are based on reasonable
assumptions, we can give no assurance that our goals will be achieved. Important factors that could cause actual results to differ materially
from those in the forward-looking statements are described under Part I, Item 1A, Risk Factors, and Part II, Item 7, Management�s Discussion
and Analysis of Financial Condition and Results of Operation�Forward-Looking Statements, in this Annual Report on Form 10-K for the year
ended December 31, 2007.

4

Edgar Filing: ONEOK INC /NEW/ - Form 10-K

Table of Contents 6



Table of Contents

PART I.

ITEM 1. BUSINESS
GENERAL

ONEOK, Inc., an Oklahoma corporation, was organized on May 16, 1997. On November 26, 1997, we acquired the natural gas business of
Westar Energy, Inc. (Westar), formerly Western Resources, Inc., and merged with ONEOK Inc., a Delaware corporation organized in 1933. We
are the successor to the company founded in 1906 known as Oklahoma Natural Gas Company.

We purchase, transport, store and distribute natural gas. We are the largest natural gas distributor in Oklahoma and Kansas and the third largest
natural gas distributor in Texas, providing service as a regulated public utility to wholesale and retail customers. Our largest distribution markets
are Oklahoma City and Tulsa, Oklahoma; Kansas City, Wichita, and Topeka, Kansas; and Austin and El Paso, Texas. Our energy services
operation is engaged in wholesale and retail natural gas and trading activities and provides services to customers in many states and Canada. We
are the sole general partner and own 45.7 percent of ONEOK Partners, L.P. (NYSE: OKS), a publicly traded limited partnership. ONEOK
Partners gathers, processes, stores and transports natural gas in the United States and owns natural gas liquids systems that connect much of the
natural gas and NGL supply in the Mid-Continent and Gulf Coast regions with key market centers in Conway, Kansas, Mont Belvieu, Texas,
and Chicago, Illinois.

DESCRIPTION OF BUSINESS SEGMENTS

We report operations in the following reportable business segments:

� ONEOK Partners
� Distribution
� Energy Services
� Other

For financial and statistical information regarding our business units by segment, see Item 7, Management�s Discussion and Analysis of Financial
Condition and Results of Operation. See Note M of the Notes to Consolidated Financial Statements in this Annual Report on Form 10-K for a
discussion of sales to unaffiliated customers, operating income and total assets by business segment.

SIGNIFICANT DEVELOPMENTS IN 2007 AND EARLY 2008

In February 2008, ONEOK Partners announced plans to construct a 78-mile natural gas liquids gathering pipeline to connect two natural gas
processing plants in the Woodford Shale area in southeast Oklahoma at a cost of approximately $25 million, excluding AFUDC. The project is
currently scheduled for completion in the second quarter of 2008. These two plants are expected to produce approximately 25 MBbl/d of
unfractionated NGLs. Until the Arbuckle Pipeline project is completed, the natural gas liquids production will be transported by ONEOK
Partners� existing Mid-Continent natural gas liquids pipelines. Upon completion of the Arbuckle Pipeline project, the Woodford Shale natural gas
liquids production is expected to be transported to ONEOK Partners� Mont Belvieu, Texas, fractionation facility.

In October 2007, ONEOK Partners completed the acquisition of an interstate natural gas liquids and refined petroleum products pipeline system
and related assets from a subsidiary of Kinder Morgan Energy Partners, L.P. (Kinder Morgan) for approximately $300 million, before working
capital adjustments. The system extends from Bushton and Conway, Kansas, to Chicago, Illinois, and transports, stores and delivers a full range
of NGL and refined petroleum products. The FERC-regulated system spans 1,627 miles and has a capacity to transport up to 134 MBbl/d. The
transaction includes approximately 978 MBbl of owned storage capacity, eight NGL terminals and a 50 percent ownership of Heartland.

In September 2007, ONEOK Partners completed an underwritten public debt offering of $600 million to finance the assets acquired from Kinder
Morgan and to repay outstanding debt under its revolving credit facility agreement (ONEOK Partners Credit Agreement), which was incurred to
fund ONEOK Partners� internal growth capital projects.

During 2007, ONEOK Partners began construction on the Overland Pass Pipeline Company joint-venture project with a subsidiary of The
Williams Companies, Inc. (Williams). Overland Pass Pipeline Company is building a 760-mile natural gas liquids pipeline from Opal,
Wyoming, to the Mid-Continent natural gas liquids market center in Conway, Kansas. The pipeline is designed to transport approximately 110
MBbl/d of unfractionated NGLs, which can be increased to approximately 150 MBbl/d with additional pump facilities. This project has received
the required approvals of various state
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and federal regulatory authorities, and ONEOK Partners is constructing the pipeline with start-up currently scheduled for the second quarter
2008.

In March 2007, ONEOK Partners announced that Overland Pass Pipeline Company also plans to construct a 150-mile lateral pipeline with
capacity to transport as much as 100 MBbl/d of unfractionated NGLs from the Piceance Basin in Colorado to the Overland Pass Pipeline.
Williams announced that it intends to construct a new natural gas processing plant in the Piceance Basin and will dedicate its NGL production
from that plant and an existing plant to be transported by the lateral pipeline. This project requires the approval of various state and federal
regulatory authorities. Assuming Overland Pass Pipeline Company obtains the required state and federal regulatory approvals, construction of
this lateral pipeline is currently expected to begin in late 2008 and be completed during the second quarter of 2009.

In March 2007, ONEOK Partners announced plans to build the 440-mile Arbuckle Pipeline, a natural gas liquids pipeline from southern
Oklahoma through northern Texas and continuing on to the Texas Gulf Coast. The Arbuckle Pipeline will have the capacity to transport 160
MBbl/d of unfractionated natural gas liquids and will connect ONEOK Partners� existing Mid-Continent infrastructure and its fractionation
facility in Mont Belvieu, Texas, and other Gulf Coast region fractionators. Construction of the pipeline will require permits from various federal,
state and local regulatory bodies. Construction is currently expected to begin in mid-2008 and be completed by early 2009.

In March 2007, ONEOK Partners announced the expansion of its Grasslands natural gas processing facility in North Dakota. The Grasslands
facility is ONEOK Partners� largest natural gas processing plant in the Williston Basin. The expansion increases processing capacity to
approximately 100 MMcf/d from its current capacity of 63 MMcf/d and increases fractionation capacity to approximately 12 MBbl/d from 8
MBbl/d. The expansion project is expected to come on-line in phases, with the final phase currently expected to be on-line in the third quarter of
2008.

In January 2007, Fort Union Gas Gathering announced that it will double its existing gathering pipeline capacity by adding 148 miles of new
gathering lines, resulting in approximately 649 MMcf/d of additional capacity in the Powder River basin of Wyoming. ONEOK Partners owns
approximately 37 percent of Fort Union Gas Gathering. The expansion will occur in two phases. Phase 1 was placed in service during the fourth
quarter of 2007. Phase 2 is currently expected to be in service during the second quarter of 2008.

NARRATIVE DESCRIPTION OF BUSINESS

ONEOK Partners

We own approximately 37.0 million common and Class B limited partner units, and the entire 2 percent general partner interest, which, together,
represents a 45.7 percent interest in ONEOK Partners. We receive distributions from ONEOK Partners on our common and Class B units, and
our 2 percent general partner interest. See Note R of the Notes to Consolidated Financial Statements in this Annual Report on Form 10-K for
discussion of our incentive distribution rights.

Business Strategy - ONEOK Partners� primary business objectives are to generate cash flow sufficient to pay quarterly cash distributions to its
unitholders and to increase its quarterly cash distributions over time. ONEOK Partners� ability to maintain and grow its distributions to
unitholders depends on the growth of its existing businesses and strategic acquisitions. ONEOK Partners focuses on safe, environmentally sound
and compliant operations for its employees, contractors, customers and the public.

ONEOK Partners� focus is on expanding and acquiring assets in the United States related to energy transportation, gathering, processing,
fractionation, storage and marketing natural gas and NGLs that will utilize its core competencies, minimize commodity price risk and provide
long-term, sustainable and stable cash flow. ONEOK Partners finances its acquisitions and capital expenditures with a mix of operating cash
flows, debt and equity.

Segment Description - Effective January 1, 2006, we were required to consolidate ONEOK Partners� operations in our consolidated financial
statements under EITF 04-5, �Determining Whether a General Partner, or the General Partners as a Group, Controls a Limited Partnership or
Similar Entity When the Limited Partners Have Certain Rights,� and we elected to use the prospective method. In April 2006, we sold certain
assets comprising our former gathering and processing, natural gas liquids, and pipelines and storage segments to ONEOK Partners for
approximately $3 billion, including $1.35 billion in cash before adjustments, and approximately 36.5 million Class B limited partner units in
ONEOK Partners. These former segments are now included in our ONEOK Partners segment for all periods presented. We own an aggregate
45.7 percent of ONEOK Partners; the remaining interest in ONEOK Partners is reflected as minority interest in income of consolidated
subsidiaries on our Consolidated Statements of Income.
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Our ONEOK Partners segment is engaged in the gathering and processing of raw natural gas and fractionation of NGLs primarily in the
Mid-Continent and Rocky Mountain regions covering Oklahoma, Kansas, Montana, North Dakota and Wyoming. These operations include the
gathering of raw natural gas production from oil and natural gas wells. Through gathering systems, these volumes are aggregated and treated or
processed for removal of water vapor, solids and other contaminants and to extract NGLs in order to provide marketable natural gas, commonly
referred to as residue gas. When the liquids are separated from the raw natural gas at the processing plants, the liquids are generally in the form
of a mixed, unfractionated NGL stream. This stream is then separated by a distillation process, referred to as fractionation, into marketable
product components such as ethane, propane, iso-butane, normal butane and natural gasoline (collectively, NGL products). These NGL products
can then be stored, transported and marketed to a diverse customer base of end-users. Operating revenue from the gathering and processing
business is primarily derived from the following three types of contracts:

� Percent of Proceeds (POP) - ONEOK Partners retains a percentage of the NGLs and/or a percentage of the residue gas as payment for
gathering, compressing and processing the producer�s raw natural gas.

� Fee - ONEOK Partners is paid a fee for the services provided such as Btus gathered, compressed and/or processed.
� Keep-Whole - ONEOK Partners extracts NGLs from raw natural gas and returns to the producer volumes of residue gas containing the

same amount of Btus as the raw natural gas that was originally delivered.
ONEOK Partners also gathers, treats, fractionates, transports and stores NGLs. Its natural gas liquids gathering pipelines deliver unfractionated
NGLs gathered from natural gas processing plants located in Oklahoma, Kansas and Texas to its fractionation facilities in Medford, Oklahoma,
Hutchinson and Conway, Kansas, and Mont Belvieu, Texas. The NGLs are then separated through the fractionation process into the individual
NGL products that realize the greater economic value of the NGL components. The individual NGL products are then stored or distributed to
petrochemical manufacturers, refineries and propane distributors through ONEOK Partners� distribution pipelines that move NGL products from
Oklahoma and Kansas to the market centers in Conway, Kansas, Mont Belvieu, Texas as well as the Midwest markets near Chicago, Illinois.

Operating revenue for the natural gas liquids gathering and fractionation business is primarily derived from the following types of services:

� Exchange services - ONEOK Partners gathers and transports unfractionated NGLs to its fractionators, separating them into marketable
products and redelivering the purity NGL products to its customers for a fee.

� Optimization and marketing - ONEOK Partners uses its asset base, portfolio of contracts and market knowledge to capture location
and seasonal price spreads through transactions that optimize the flow of its NGL products between the major market centers in
Conway, Kansas, and Mont Belvieu, Texas.

� Isomerization - ONEOK Partners converts normal butane to the more valuable iso-butane used by the refining industry to upgrade the
octane of motor gasoline.

� Storage services - ONEOK Partners stores NGLs.
� Transportation - ONEOK Partners transports NGLs under its FERC-regulated tariffs.

ONEOK Partners operates interstate and intrastate natural gas transmission pipelines, natural gas storage facilities and non-processable natural
gas gathering facilities. ONEOK Partners also provides natural gas transportation and storage services in accordance with Section 311(a) of the
Natural Gas Policy Act. ONEOK Partners� interstate assets transport natural gas through FERC-regulated interstate natural gas pipelines.
ONEOK Partners� pipelines include Midwestern Gas Transmission, Guardian Pipeline, Viking Gas Transmission, OkTex Pipeline Company
L.L.C. and a 50 percent interest in Northern Border Pipeline.

ONEOK Partners� intrastate natural gas pipeline assets in Oklahoma have access to the major natural gas producing areas and transport natural
gas throughout the state. ONEOK Partners also has access to the major natural gas producing area in south central Kansas. In Texas, its intrastate
natural gas pipelines are connected to the major natural gas producing areas in the Texas panhandle and the Permian Basin, and transport natural
gas to the Waha Hub, where other pipelines may be accessed for transportation east to the Houston Ship Channel market, north into the
Mid-Continent market and west to the California market. ONEOK Partners owns or reserves storage capacity in underground natural gas storage
facilities in Oklahoma, Kansas and Texas.
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ONEOK Partners� revenues from its natural gas pipelines are typically derived from fee services under the following types of contracts:

� Firm service - Customers can reserve a fixed quantity of pipeline or storage capacity for the term of their contract. Under this type of
contract, the customer pays a fixed fee for a specified quantity regardless of their actual usage, and is generally guaranteed access to
the capacity they reserve.

� Interruptible service - Customers with interruptible service transportation and storage agreements may utilize available capacity after
firm service requests are satisfied or on an as available basis. Under the interruptible service contract, the customer is not guaranteed
use of our pipelines and storage facilities unless excess capacity is available.

Operating income from our ONEOK Partners segment was 54 percent, 53 percent and 49 percent of our consolidated operating income from
continuing operations excluding the gain on sale of assets in 2007, 2006 and 2005, respectively. Our ONEOK Partners segment had no single
external customer from which it received 10 percent or more of consolidated revenues. Intersegment sales accounted for 11 percent, 13 percent
and 19 percent of our ONEOK Partners segment�s revenues in 2007, 2006 and 2005, respectively.

Market Conditions and Seasonality - ONEOK Partners� business is affected by the economy, commodity price volatility, and weather. The
strength of the economy has a direct relationship on manufacturing and industrial companies� demand for natural gas and NGL products.
Volatility in the commodity markets impacts ONEOK Partners� customers� decisions relating to the output of the gas processing plants and the
storage activity for natural gas and natural gas liquids. In addition, its intrastate natural gas pipelines and natural gas liquids pipelines and
fractionation facilities are affected by operational or market-driven changes in the output of the gas processing plants to which they are
connected. Natural gas and NGL output from gas processing plants may increase or decrease affecting the volume of natural gas and NGLs
transported through the systems as a result of the gross processing spread, which is the difference between the relative value of the composite
price of NGLs to the price of natural gas, primarily ethane to natural gas. In addition, volume delivered through the system may increase or
decrease as a result of the relative NGL price between the Mid-Continent and Gulf Coast regions. Natural gas transportation throughput
fluctuates due to rainfall that impacts irrigation demand, hot temperatures that affect power generation demand and cold temperatures that affect
heating demand.

ONEOK Partners� natural gas assets primarily serve LDCs, large industrial companies, municipalities, irrigation customers, power generation
facilities and marketing companies. ONEOK Partners� natural gas and natural gas liquids pipelines compete directly with other intrastate and
interstate pipeline companies. Additionally, ONEOK Partners competes directly with other storage facilities. Competition for natural gas
transportation services continues to increase as the FERC and state regulatory bodies continue to encourage more competition in the natural gas
markets. Factors that affect competition for both natural gas and NGL services are location, market access, current and forward natural gas and
NGL prices, fees for services and quality of services provided. ONEOK Partners believes that its pipelines and storage assets enable it to
compete effectively.

During 2007, both crude oil and natural gas prices were volatile, with NYMEX crude oil settlement prices ranging from $51.13 to $95.10 per
Bbl and NYMEX natural gas settlement prices ranging from $5.43 to $7.59 per MMBtu.

ONEOK Partners is affected by producer drilling activity, which is sensitive to geological success, as well as availability of capital, commodity
prices and regulatory control. The Mid-Continent region is currently experiencing a significant upturn in crude oil and natural gas drilling
activity. This resurgence in drilling activity has been driven by increased prices for natural gas and crude oil and by long-term projections of
continued demand in the United States natural gas market. However, ONEOK Partners is exposed to volume risk from a competitive and a
production standpoint. ONEOK Partners continues to see declines in certain fields that supply its gathering and processing operations, and the
possibility exists that volumetric declines may surpass new gas development from future drilling.

The factors that typically affect ONEOK Partners� ability to compete for energy supplies are:

� location of natural gas processing plants relative to its gathering pipelines,
� location of its gathering pipelines relative to its competitors,
� location of its fractionation facilities relative to its competitors,
� efficiency, reliability and costs of operations, including fuel and power consumption,
� available fractionation, pipeline and storage capacity, and
� delivery capabilities to move natural gas and NGL products to its highest value locations.

Despite significant consolidation in the recent past, the United States midstream industry remains relatively fragmented, and ONEOK Partners
faces competition from a variety of companies, including major integrated oil companies, major pipeline companies and their affiliated
marketing companies, and national and local natural gas gatherers, processors and marketers.
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The factors that typically affect ONEOK Partners� ability to compete for obtaining natural gas supplies for gathering and processing operations
are:

� producer drilling activity,
� petrochemical industry�s level of capacity utilization and its specific feedstock requirements,
� fees charged under the contract,
� pressures maintained on the gathering systems,
� location of its gathering systems relative to its competitors,
� location of its gathering systems relative to drilling activity,
� efficiency and reliability of the operations, and
� delivery capabilities that exist in each system and plant location.

ONEOK Partners has responded to these industry conditions by making capital investments to improve plant processing and fractionation
flexibility and reduce operating costs, selling assets in non-core operating areas and renegotiating unprofitable contracts. The principal goal of
the contract renegotiation effort is to eliminate unprofitable contracts and improve margins, primarily during periods when the gross processing
spread is negative.

Some of ONEOK Partners� products, such as natural gas and propane used for heating, are subject to seasonality, resulting in more demand
during the months of November through March. As a result, prices of these products are typically higher during that time period. Demand has
also increased for natural gas in the summer periods as more electric generation is dependent upon natural gas for fuel. Other products, such as
ethane, are tied to the petrochemical industry, while iso-butane and natural gasoline are used by the refining industry as blending stocks. As a
result, the prices of these products are affected by the economic conditions and demand associated with these various industries.

The main factors that affect ONEOK Partners� margins are:

� natural gas liquid transportation and fractionation volumes and associated fees,
� natural gas transportation and storage volumes,
� weather, both temperature and precipitation,
� fees charged for processing services and storage services, and
� the Mid-Continent and Rocky Mountain natural gas price, crude oil price and the daily average Oil Price Information Service (OPIS)

price for its NGL products sold, as well as the relative value on a Btu basis of each of the components to each other.
Government Regulation - The FERC has traditionally maintained that a processing plant is not a facility for the transportation or sale for resale
of natural gas in interstate commerce and, therefore, is not subject to jurisdiction under the Natural Gas Act. Although the FERC has made no
specific declaration as to the jurisdictional status of ONEOK Partners� natural gas processing operations or facilities, ONEOK Partners� natural
gas processing plants are primarily involved in removing NGLs and, therefore, ONEOK Partners believes, its natural gas processing plants are
exempt from FERC jurisdiction. The Natural Gas Act also exempts natural gas gathering facilities from the jurisdiction of the FERC. Interstate
transmission facilities remain subject to FERC jurisdiction. The FERC has historically distinguished between these two types of facilities, either
interstate or intrastate, on a fact-specific basis. ONEOK Partners believes its gathering facilities and operations meet the criteria used by the
FERC for non-jurisdictional gathering facility status. ONEOK Partners can transport residue gas from its plants to interstate pipelines in
accordance with Section 311(a) of the Natural Gas Policy Act.

Oklahoma and Kansas also have statutes regulating, in various degrees, the gathering of natural gas in those states. In each state, regulation is
applied on a case-by-case basis if a complaint is filed against the gatherer with the appropriate state regulatory agency.

ONEOK Partners� interstate natural gas pipelines are regulated under the Natural Gas Act and Natural Gas Policy Act, which give the FERC
jurisdiction to regulate virtually all aspects of the pipeline activities. ONEOK Partners� natural gas transportation assets in Oklahoma, Kansas and
Texas are regulated by the OCC, KCC and RRC, respectively. ONEOK Partners has flexibility in establishing natural gas transportation rates
with customers. However, there is a maximum rate that ONEOK Partners can charge its customers in Oklahoma and Kansas.

ONEOK Partners� proprietary natural gas liquids gathering pipelines in both Oklahoma and Kansas are not regulated by the FERC or the states�
respective corporation commissions. ONEOK Partners� remaining natural gas liquids gathering and distribution pipelines are interstate pipelines
regulated by the FERC and by the United States Department of Transportation�s Office of Pipeline Safety (OPS). ONEOK Partners transports
unfractionated NGLs and purity NGL products pursuant to filed tariffs.
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Distribution

Business Strategy - Our Distribution segment focuses on safe, environmentally sound and compliant operations for its employees, contractors,
customers and the public. Our integrated strategy for our LDCs incorporates a rates and regulatory plan that includes positive relationships with
regulators, consistent strategies and synchronized rate case filings. We focus on growth of our rate and customer base through prudent
investment in our system while emphasizing cost control. We provide customer choice programs that reduce volumetric sensitivity and create
value for our customers.

Segment Description - Our Distribution segment provides natural gas distribution services to over two million customers in Oklahoma, Kansas
and Texas through Oklahoma Natural Gas, Kansas Gas Service and Texas Gas Service, respectively. We serve residential, commercial,
industrial and transportation customers in all three states. In addition, our distribution companies in Oklahoma and Kansas serve wholesale
customers, and in Texas we serve public authority customers, such as cities, governmental agencies and schools.

Our operating results are primarily affected by the number of customers, usage and the ability to establish delivery rates that provide an
authorized rate of return on our investment and recovery of our cost of service. Natural gas costs are passed through to our customers based on
the actual cost of gas purchased by the respective distribution companies. Substantial fluctuations in natural gas sales can occur from year to
year without significantly impacting our gross margin, since the fluctuations in natural gas costs affect natural gas sales and cost of gas by an
equivalent amount. Natural gas sales to residential and commercial customers are seasonal, as a substantial portion of natural gas is used
principally for heating. Accordingly, the volume of natural gas sales is normally higher during the heating season (November through March)
than in other months of the year.

Operating income from our Distribution segment was 21 percent, 16 percent and 21 percent of our consolidated operating income from
continuing operations excluding the gain on sale of assets in 2007, 2006 and 2005, respectively. Our Distribution segment had no single external
customer from which it received 10 percent or more of consolidated revenues. Intersegment sales accounted for less than one percent of our
Distribution segment�s revenues in 2007 and 2006, and there were none in 2005.

Natural Gas Supply - The majority of our distribution segment�s natural gas supply is provided under contracts from a number of suppliers.
These contracts are awarded through a competitive bid process. The remainder of our distribution segment�s natural gas supply is purchased from
a combination of direct wellhead production, natural gas processing plants, natural gas marketers and production companies.

There is an adequate supply of natural gas available to our utility systems, and we do not anticipate problems with securing additional natural
gas supply as needed for our customers. However, if supply shortages occur, Oklahoma Natural Gas� rate schedule �Order of Curtailment� and
Kansas Gas Service�s rate order �Priority of Service� provide for first reducing or totally discontinuing gas service to large industrial users and then
requesting that residential and commercial customers reduce their gas requirements to an amount essential for public health and safety. Texas
Gas Service�s gas transportation contracts with interruption provisions require large volume users to purchase their natural gas with the
understanding that they may be forced to shut down or switch to alternate sources of energy at times when the gas is needed for higher priority
customers. In addition, during times of special supply problems, curtailments of deliveries to customers with firm contracts may be made in
accordance with guidelines established by appropriate federal, state and local regulatory agencies.

Market Conditions and Seasonality - Oklahoma Natural Gas, Kansas Gas Service and Texas Gas Service distribute natural gas as public
utilities to approximately 87 percent, 70 percent and 14 percent of the distribution markets for Oklahoma, Kansas and Texas, respectively.
Natural gas sold to residential and commercial customers, which is used primarily for heating, accounts for approximately 79 and 20 percent of
natural gas sales, respectively, in Oklahoma; 71 and 19 percent of natural gas sales, respectively, in Kansas; and 68 and 24 percent of natural gas
sales, respectively, in Texas.

A franchise, although nonexclusive, is a utility�s right to use the municipal streets, alleys and other public ways for a defined period of time in
exchange for a fee. In management�s opinion, our franchises contain no unduly burdensome restrictions and are sufficient for the transaction of
business in the manner in which it is now conducted.

Under our transportation tariffs, qualifying industrial and commercial customers are able to purchase natural gas from the supplier of their
choice and have it transported for a fee by Oklahoma Natural Gas, Kansas Gas Service or Texas Gas Service. Because of increased competition
for the transportation of natural gas to commercial and industrial customers, some of these customers may be lost to affiliated or unaffiliated
transporters. If our ONEOK Partners segment gained some of this business, it would result in a shift of some revenues from our Distribution
segment to our ONEOK Partners segment.
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The natural gas industry is expected to remain highly competitive, resulting from initiatives being pursued by the industry and regulatory
agencies that allow industrial and commercial customers increased options for energy supplies and service. We believe that we must maintain a
competitive advantage in order to retain our customers and, accordingly, we focus on providing reliable, efficient service and reducing costs.

The Distribution segment is subject to competition from other pipelines for our existing industrial load. Oklahoma Natural Gas, Kansas Gas
Service and Texas Gas Service compete for service to the large industrial and commercial customers, and competition continues to impact
margins. A portion of transportation services provided by Oklahoma Natural Gas and Kansas Gas Service are at negotiated rates that are
generally below the approved transportation tariff rates. Reduced rate transportation service may be negotiated when a competitive pipeline is in
proximity or another energy option is available. Increased competition could potentially lower these rates. Industrial sales and transportation
service tend to remain relatively constant throughout the year. Texas Gas Service files all negotiated transportation service contracts under a
separate, confidential tariff at the RRC.

Natural gas sales to residential and commercial customers are seasonal, as a substantial portion of natural gas is used principally for heating.
Accordingly, the volume of natural gas sales is normally higher during the heating season (November through March) than in other months of
the year. Tariff rates for Oklahoma Natural Gas, Kansas Gas Service and certain jurisdictions in Texas include a temperature normalization
adjustment clause during the heating season, which mitigates the effect of fluctuations in weather. The rate structure for Oklahoma Natural Gas
includes billing options for all gas sales customers. Under this rate structure, certain high volume customers pay a higher monthly service charge
and a lower per dekatherm delivery charge, while lower usage customers pay a lower monthly service charge coupled with a higher per
dekatherm delivery charge. Customers can elect to change billing options to ensure that they are billed under the alternative that best fits their
individual usage, but they must remain on the selected option for a full year after the change is made. Additionally, with prior KCC approval,
Kansas Gas Service has a natural gas hedging program in place to reduce volatility in the natural gas price paid by consumers. The costs of this
program are borne by the Kansas Gas Service customers. Oklahoma Natural Gas was recently authorized by the OCC to implement a natural gas
hedge program as a three-year pilot program, with up to $10 million per year in hedge costs to be recovered from customers. Texas Gas Service
also has a natural gas hedging program for certain of its jurisdictions. Approximately 90 percent of Texas Gas Service�s revenues are protected
from abnormal weather due to a higher customer charge or weather normalization adjustment clauses. Texas Gas Service�s weather normalization
adjustment clause applies to 96 Texas towns and cities, including Austin and Galveston, to stabilize earnings and neutralize the impact of
unusual weather on customers. A higher customer charge is included in the authorized rate design for the jurisdictions of El Paso, north Texas,
Rio Grande Valley and Port Arthur to protect customers from abnormal rate fluctuation due to weather.

Government Regulation - Rates charged for natural gas services are established by the OCC for Oklahoma Natural Gas and by the KCC for
Kansas Gas Service. Texas Gas Service is subject to regulatory oversight by the various municipalities that it serves, which have primary
jurisdiction in their respective areas. Rates in areas adjacent to the various municipalities and appellate matters are subject to regulatory
oversight by the RRC. Natural gas purchase costs are included in the Purchased Gas Adjustment (PGA) clause rate that is billed to customers.
Our distribution companies do not make a profit on the cost of gas. Other changes in costs must be recovered through periodic rate adjustments
approved by the OCC, KCC, RRC and various municipalities in Texas. See page 43 for a detailed description of our various regulatory
initiatives.

Oklahoma Natural Gas has settled all known claims arising out of long-term gas supply contracts containing �take-or-pay� provisions that purport
to require us to pay for volumes of natural gas contracted for but not taken. The OCC has previously authorized recovery of the accumulated
settlement costs over a 20-year period expiring in 2014, or approximately $7.0 million annually, through a combination of a surcharge from
customers, revenue from transportation under Section 311(a) of the Natural Gas Policy Act and other intrastate transportation revenues.

Energy Services

Business Strategy - Our Energy Services segment creates value by providing premium services to our customers by delivering physical and
risk-management products and services through our network of contracted gas supply, transportation and storage assets. We optimize our storage
and transportation capacity through the daily application of market knowledge and effective risk management.

Segment Description - Our Energy Services segment�s primary focus is to create value for our customers by delivering physical natural gas
products and risk management services through our network of contracted transportation and storage capacity and natural gas supply. These
services include meeting our customers� baseload, swing and peaking natural gas commodity requirements on a year-round basis. To provide
these bundled services, we lease storage and transportation
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capacity. At December 31, 2007, our total storage capacity under lease was 96 Bcf, with maximum withdrawal capability of 2.4 Bcf/d and
maximum injection capability of 1.6 Bcf/d. At December 31, 2007, our transportation capacity was 1.8 Bcf/d. Our contracted storage and
transportation capacity connects the major supply and demand centers throughout the United States and Canada. With these contracted assets,
our ongoing business strategies include identifying, developing and delivering specialized services and products of value to our customers,
which are primarily LDCs, electric utilities, and commercial and industrial end users. Our storage and transportation capacity allows us
opportunities to optimize these positions through our application of market knowledge and risk management skills.

We actively manage the commodity price and volatility risks assumed from providing energy risk management services to our customers by
executing derivative instruments in accordance with the parameters established in our commodity risk management policy. The derivative
instruments consist of over-the-counter financially settled transactions such as forward, swap, and option contracts and NYMEX futures and
option contracts.

Numerous risk management opportunities and operational strategies exist that can be implemented through the use of storage facilities and
transportation capacity. We utilize our industry knowledge and expertise in order to capitalize on opportunities that are provided through market
volatility. We utilize our experience to optimize the value of our contracted assets, and we use our risk management and marketing capabilities
to both manage risk and to generate additional returns. We apply a combination of cash flow and fair value hedge accounting when
implementing hedging strategies that take advantage of favorable market conditions. See Note D of the Notes to Consolidated Financial
Statements in this Annual Report on Form 10-K for additional information. Additionally, certain non-trading transactions, which are economic
hedges of our accrual transactions, such as our storage and transportation contracts, will not qualify for hedge accounting treatment. These
economic hedges receive mark-to-market accounting treatment, as they are derivative contracts and are not designated as part of a hedge
relationship.

Our working capital requirements related to our inventory in storage were as high as $581.1 million during 2007, but had decreased to $429.5
million at December 31, 2007. In addition, margin requirements can result in increased working capital requirements. During 2007, our margin
requirements with counterparties ranged from zero to $144.8 million.

Operating income from our Energy Services segment was 25 percent, 31 percent and 31 percent of our consolidated operating income from
continuing operations excluding the gain on sale of assets in 2007, 2006 and 2005, respectively. Our Energy Services segment had no single
external customer from which it received 10 percent or more of consolidated revenues in 2007, 2006 or 2005. Intersegment sales accounted for 7
percent of our total revenues in 2007, compared with 8 percent in both 2006 and 2005.

Market Conditions and Seasonality - In response to a very competitive marketing environment resulting from deregulation of natural gas
markets, our strategy is to concentrate our efforts on providing reliable service during peak demand periods and capture opportunities created by
short-term pricing volatility through our leased storage and transportation assets. We focus on building and strengthening supplier and customer
relationships to execute our strategy.

Due to seasonality of natural gas consumption, earnings are normally higher during the winter months than the summer months. Our Energy
Services segment�s margins are subject to fluctuations during the year primarily due to the impact certain seasonal factors have on sales volumes
and the price of natural gas. Natural gas sales volumes are typically higher in the winter heating months than in the summer months, reflecting
increased demand due to greater heating requirements and, typically, higher natural gas prices. During periods of high natural gas demand, we
utilize storage capacity to supplement natural gas supply volumes to meet peak day demand obligations or market needs.

Other

Segment Description - The primary companies in our Other segment include ONEOK Leasing Company and ONEOK Parking Company,
L.L.C. Prior to the consolidation of ONEOK Partners as of January 1, 2006, our general partner and limited partner interests held through
Northern Plains, now known as ONEOK Partners GP, were included in our Other segment.

Through ONEOK Leasing Company and ONEOK Parking Company, L.L.C., we own a parking garage and lease an office building (ONEOK
Plaza) in downtown Tulsa, Oklahoma, where our headquarters are located. ONEOK Leasing Company subleases excess office space to others
and operates our headquarters office building. ONEOK Parking Company, L.L.C. owns and operates a parking garage adjacent to our
headquarters.
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In July 2007, ONEOK Leasing Company gave notice of its intent to exercise its option to purchase ONEOK Plaza on or before the end of the
current lease term, which is set to expire on September 30, 2009. In addition, ONEOK Leasing Company has entered into a purchase agreement
with the owner of ONEOK Plaza that, if certain conditions are met, would accelerate the purchase of the building to a date on or before
March 31, 2008, for the total purchase price of approximately $48 million.

Northern Plains, now known as ONEOK Partners GP, was acquired in November 2004, and we accounted for our 2.73 percent interest in
Northern Border Partners, now known as ONEOK Partners, following the equity method during 2005. Effective January 1, 2006, we were
required to consolidate ONEOK Partners. See �Significant Accounting Policies� in Note A of the Notes to Consolidated Financial Statements in
this Annual Report on Form 10-K for additional information.

Our Other segment had no single external customer from which it received 10 percent or more of consolidated revenues.

ENVIRONMENTAL AND SAFETY MATTERS

Information about our environmental matters is included in Note K of the Notes to Consolidated Financial Statements in this Annual Report on
Form 10-K.

Pipeline Safety - We are subject to United States Department of Transportation integrity management regulations. The Pipeline Safety
Improvement Act requires pipeline companies to perform integrity assessments on segments of a pipeline that pass through densely populated
areas or near specifically identified sites that are designated as high consequence areas. To our knowledge, we are substantially in compliance
with all material requirements associated with the various regulations.

Air and Water Emissions - The federal Clean Air Act and Clean Water Act and analogous state laws impose restrictions and controls regarding
the discharge of pollutants into the air and water in the United States. Under the Clean Air Act, a federal operating permit is required for sources
of significant air emissions. We may be required to incur certain capital expenditures for air pollution-control equipment in connection with
obtaining or maintaining permits and approvals for sources of air emissions. The Clean Water Act imposes substantial potential liability for the
removal and remediation of pollutants discharged in United States water.

Superfund - The Comprehensive Environmental Response, Compensation and Liability Act, also known as CERCLA or Superfund, imposes
liability, without regard to fault or the legality of the original act, on certain classes of persons who contributed to the release of a hazardous
substance into the environment. These persons include the owner or operator of a facility where the release occurred and companies that
disposed or arranged for the disposal of the hazardous substances found at the facility. Under CERCLA, these persons may be liable for the costs
of cleaning up the hazardous substances released into the environment, damages to natural resources and the costs of certain health studies.

Chemical Site Security - The United States Department of Homeland Security (Homeland Security) released an interim rule in April 2007 that
requires companies to provide reports on sites where certain chemicals, including many hydrocarbon products, are stored. After receiving these
reports, Homeland Security will identify which sites are required to implement minimum security measures. Homeland Security is in the initial
stages of implementing this rule, and the extent to which the rule will require us to undertake additional expenditures for site security is
uncertain at this point.

Climate Change - Our environmental and climate change strategy focuses on taking steps to minimize the impact of our operations on the
environment. These strategies include: (i) maintaining an accurate greenhouse gas emissions inventory, (ii) improving the efficiency of our
various pipeline and gas processing facilities, (iii) following developing technologies for emission control, (iv) following developing
technologies to capture carbon dioxide to keep it from reaching the atmosphere, and (v) analyzing options for future energy investment.

Currently, operating entities within ONEOK Partners participate in the gathering and processing and the transmission sectors of the EPA�s
Natural Gas STAR Program to voluntarily reduce methane emissions. Although they already utilize many of the identified �best practices,� it is
anticipated that our LDCs will soon formally join the STAR Program�s distribution sector. In addition, we continue to focus on reducing methane
loss through expanded implementation of best practices across our operations and analyzing options for additional emission reductions,
including (i) closing older facilities and routing products to more efficient facilities, (ii) self-imposing permit limits at facilities where
operationally feasible, (iii) utilizing electric motors on select compressor applications, and (iv) utilizing methods to limit the release of methane
gas during pipeline maintenance and operations.
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EMPLOYEES

We employed 4,555 people at January 31, 2008, including 730 people employed by Kansas Gas Service who were subject to collective
bargaining contracts. We had no other union employees. Effective January 1, 2007, the employees represented by Gas Workers Metal Trades of
the United Association of Journeyman and Apprentices of the Plumbing and Pipefitting Industry of the United States and Canada agreed to
representation by the United Steelworkers of America. The following table sets forth our contracts with unions at January 31, 2008.

Union Employees Contract Expires
United Steelworkers of America 412 June 30, 2009
International Union of Operating Engineers 13 June 30, 2009
International Brotherhood of Electrical Workers 305 June 30, 2010

EXECUTIVE OFFICERS

All executive officers are elected at the annual meeting of our Board of Directors and serve for a period of one year or until successors are duly
elected. Our executive officers listed below include the officers who have been designated by our Board of Directors as our Section 16 executive
officers.

Name and Position Age Business Experience in Past Five Years
David L. Kyle 55 2007 to present Chairman of the Board of Directors
Chairman of the Board of Directors 2000 to 2006 Chairman of the Board of Directors, President and Chief Executive

Officer
1995 to present Member of the Board of Directors

John W. Gibson 55 2007 to present Chief Executive Officer
Chief Executive Officer 2006 to present Member of the Board of Directors
and Member of the Board of Directors 2006 President and Chief Operating Officer of ONEOK Partners, L.P.

2005 to 2006 President, ONEOK Energy Companies
2000 to 2005 President, Energy

Jim Kneale 56 2007 to present President and Chief Operating Officer
President and Chief Operating Officer 2004 to 2006 Executive Vice President - Finance and Administration and Chief

Financial Officer
2001 to 2004 Senior Vice President, Treasurer and Chief Financial Officer

Curtis L. Dinan 40 2007 to present Senior Vice President, Chief Financial Officer and Treasurer
Senior Vice President, 2004 to 2006 Senior Vice President and Chief Accounting Officer
Chief Financial Officer and Treasurer 2004 Vice President and Chief Accounting Officer

2002 to 2004 Assurance and Business Advisory Partner, Grant Thornton, LLP
John R. Barker 60 2004 to present Senior Vice President and General Counsel
Senior Vice President and 1994 to 2004 Stockholder, President and Director, Gable & Gotwals
General Counsel
Caron A. Lawhorn 46 2007 to present Senior Vice President and Chief Accounting Officer
Senior Vice President and 2005 to 2006 Senior Vice President, Financial Services and Treasurer
Chief Accounting Officer 2004 to 2005 Vice President and Controller

2003 to 2004 Vice President of Audit and Risk Control
1998 to 2003 Manager of Audit Services

No family relationships exist between any of the executive officers, nor is there any arrangement or understanding between any executive officer
and any other person pursuant to which the officer was selected.

AVAILABLE INFORMATION

You can access financial and other information at our website www.oneok.com. We make available on our website, www.oneok.com, free of
charge, copies of our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, amendments to those
reports filed or furnished to the SEC pursuant to Section 13(a) or 15(d) of the Exchange Act and reports of holdings of our securities filed by our
officers and directors under Section 16 of the Exchange Act as soon as reasonably practicable after filing such material electronically or
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otherwise furnishing it to the SEC. Copies of our Code of Business Conduct, Corporate Governance Guidelines, Director Independence
Guidelines and Board of Directors committee charters, including the charters of our audit, executive, executive compensation and corporate
governance committees, are also available on our website, and we will make available, free of charge, copies of these documents upon request.
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ITEM 1A. RISK FACTORS
Our investors should consider the following risks that could affect us and our business. Although we have tried to discuss key factors, our
investors need to be aware that other risks may prove to be important in the future. New risks may emerge at any time, and we cannot predict
such risks or estimate the extent to which they may affect our financial performance. Investors should carefully consider the following
discussion of risks and the other information included or incorporated by reference in this Annual Report on Form 10-K, including
�Forward-Looking Statements,� which are included in Item 7, Management�s Discussion and Analysis of Financial Condition and Results of
Operation.

RISK FACTORS INHERENT IN OUR BUSINESS

Our cash flow depends heavily on the earnings and distributions of ONEOK Partners.

Our partnership interest in ONEOK Partners is one of our largest cash-generating assets. Therefore, our cash flow is heavily dependent upon the
ability of ONEOK Partners to make distributions to its partners. A significant decline in ONEOK Partners� earnings and/or cash distributions
would have a corresponding negative impact on us. For information on the risk factors inherent in the business of ONEOK Partners, see the
section below entitled �Risk Factors Related to ONEOK Partners� Business� and the ONEOK Partners 2007 Annual Report on Form 10-K.

Some of our nonregulated businesses have a higher level of risk than our regulated businesses.

Some of our nonregulated operations, which include ONEOK Partners� gathering and processing, natural gas liquids gathering and fractionation,
and our marketing and trading businesses, have a higher level of risk than our regulated operations, which include our utility and ONEOK
Partners� natural gas and natural gas liquids transportation businesses. We expect to continue investing in natural gas and natural gas liquids
projects and other related projects, some or all of which may involve nonregulated businesses or assets. These projects could involve risks
associated with operational factors, such as competition and dependence on certain suppliers and customers, and financial, economic and
political factors, such as rapid and significant changes in commodity prices, the cost and availability of capital and counterparty risk, including
the inability of a counterparty, customer or supplier to fulfill a contractual obligation.

Our LDCs have recorded certain assets that may not be recoverable from their customers.

Accounting policies for our LDCs permit certain assets that result from the regulatory process to be recorded on our balance sheet that could not
be recorded under GAAP for nonregulated entities. We consider factors such as rate orders from regulators, previous rate orders for substantially
similar costs, written approval from the regulator and analysis of recoverability from internal and external legal counsel to determine the
probability of future recovery of these assets. If we determine future recovery is no longer probable, we would be required to write off the
regulatory assets at that time.

Our businesses are subject to market and credit risks.

We are exposed to market and credit risks in all of our operations. To minimize the risk of commodity price fluctuations, we periodically enter
into derivative transactions to hedge anticipated purchases and sales of natural gas, NGLs, crude oil, fuel requirements and firm transportation
commitments. Interest-rate swaps are also used to manage interest rate risk. Currency swaps are used to mitigate unexpected changes that may
occur in anticipated revenue streams of our Canadian natural gas sales and purchases driven by currency rate fluctuations. However, financial
derivative instrument contracts do not eliminate the risks. Specifically, such risks include commodity price changes, market supply shortages,
interest rate changes and counterparty default. The impact of these variables could result in our inability to fulfill contractual obligations,
significantly higher energy or fuel costs relative to corresponding sales contracts, or increased interest expense.

We are subject to the risk of loss resulting from nonpayment and/or nonperformance by customers of our Energy Services segment. The
customers of our Energy Services segment are predominantly LDCs, industrial customers, natural gas producers and marketers that may
experience deterioration of their financial condition as a result of changing market conditions or financial difficulties that could impact their
credit worthiness or ability to pay for our services. Although we attempt to obtain adequate security for these risks, if we fail to adequately
assess the credit worthiness of existing or future customers, unanticipated deterioration in their credit worthiness and any resulting nonpayment
and/or nonperformance could adversely impact results of operations for our Energy Services segment. In addition, if any of our Energy Services
segment�s customers filed for bankruptcy protection, we may not be able to recover amounts owed, which would negatively impact the results of
operations for our Energy Services segment.
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Increased competition could have a significant adverse financial impact on us.

The natural gas and natural gas liquids industries are expected to remain highly competitive, resulting from deregulation and other initiatives
being pursued by the industry and regulatory agencies that allow customers increased options for energy supplies and service. The demand for
natural gas and NGLs is primarily a function of commodity prices, including prices for alternative energy sources, customer usage rates,
weather, economic conditions and service costs. Our ability to compete also depends on a number of other factors, including competition from
other pipelines for our existing load, the efficiency, quality and reliability of the services we provide, and competition for throughput for our
gathering systems and plants.

We cannot predict when we will be subject to changes in legislation or regulation, nor can we predict the impact of these changes on our
financial position, results of operations or cash flows. Although we believe our businesses are positioned to compete effectively in the energy
market, there are no assurances that this will be true in the future.

We may not be able to successfully make additional strategic acquisitions or integrate businesses we acquire into our operations.

Our ability to successfully make strategic acquisitions and investments will depend on: (i) the extent to which acquisitions and investment
opportunities become available; (ii) our success in bidding for the opportunities that do become available; (iii) regulatory approval, if required,
of the acquisitions on favorable terms; and (iv) our access to capital, including our ability to use our equity in acquisitions or investments, and
the terms upon which we obtain capital. If we are unable to make strategic investments and acquisitions, we may be unable to grow. If we are
unable to successfully integrate new businesses into our operations, we could experience increased costs and losses on our investments.

Any reduction in our credit ratings could materially and adversely affect our business, financial condition, liquidity and results of
operations.

Our long-term senior unsecured debt has been assigned an investment grade rating by S&P of �BBB� (Stable) and Moody�s of �Baa2� (Stable). We
will seek to maintain an investment grade rating through prudent capital management and financing structures. However, we cannot provide
assurance that any of our current ratings will remain in effect for any given period of time or that a rating will not be lowered or withdrawn
entirely by a rating agency if, in its judgment, circumstances in the future so warrant. Specifically, if S&P or Moody�s were to downgrade our
long-term rating, particularly below investment grade, our borrowing costs would increase, which would adversely affect our financial results,
and our potential pool of investors and funding sources could decrease. Further, if our short-term ratings were to fall below A-2 (capacity to
meet its financial commitment on the obligation is satisfactory) or P-2 (strong ability to repay short-term debt obligations), the current ratings
assigned by S&P and Moody�s, respectively, it could significantly limit our access to the commercial paper market. Any such downgrade of our
long- or short-term ratings could increase our cost of capital and reduce the availability of capital and, thus, have a material adverse effect on our
business, financial condition, liquidity and results of operations. Ratings from credit agencies are not recommendations to buy, sell or hold our
securities. Each rating should be evaluated independently of any other rating.

A downgrade in our credit ratings below investment grade would negatively affect the operations of our Energy Services segment. If our credit
ratings fall below investment grade, ratings triggers and/or adequate assurance clauses in many of our financial and wholesale physical contracts
would be in effect. A ratings trigger or adequate assurance clause gives a counterparty the right to suspend or terminate the agreement unless
margin thresholds are met. The additional increase in capital required to support our Energy Services segment would negatively impact our
ability to compete, as well as our ability to actively manage the risk associated with existing storage and transportation contracts.

We are subject to comprehensive energy regulation by governmental agencies and the recovery of our costs is dependent on regulatory
action.

We are subject to comprehensive regulation by several federal, state and municipal utility regulatory agencies, which significantly influences our
operating environment and our ability to recover our costs from utility customers. The utility regulatory authorities in Oklahoma, Kansas and
Texas regulate many aspects of our utility operations, including customer service and the rates that we can charge customers. Federal, state and
local agencies also have jurisdiction over many of our other activities, including regulation by the FERC of our storage and interstate pipeline
assets. The profitability of our regulated operations is dependent on our ability to pass costs related to providing energy and other commodities
through to our customers. The regulatory environment applicable to our regulated businesses could impair our ability to recover costs
historically absorbed by our customers.
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We are unable to predict the impact that the future regulatory activities of these agencies will have on our operating results. Changes in
regulations or the imposition of additional regulations could have an adverse impact on our business, financial condition and results of
operations.

Our business is subject to increased regulatory oversight and potential penalties.

The natural gas industry historically has been heavily regulated; therefore, there is no assurance that a more stringent regulatory approach will
not be pursued by the FERC and U.S. Congress, especially in light of previous market power abuse by certain companies engaged in interstate
commerce. In response to this issue, U.S. Congress, in the Energy Policy Act of 2005 (EPACT), developed requirements intended to ensure that
the energy market is not impacted by the exercise of market power or manipulative conduct. The FERC then adopted the Market Manipulation
Rules to implement the authority granted under EPACT. These rules are intended to prohibit fraud and manipulation and are subject to broad
interpretation. EPACT also gave the FERC increased penalty authority for violations.

We are subject to environmental regulations that could be difficult and costly to comply with.

We are subject to multiple environmental laws and regulations affecting many aspects of present and future operations, including air emissions,
water quality, wastewater discharges, solid wastes and hazardous material and substance management. These laws and regulations generally
require us to obtain and comply with a wide variety of environmental registrations, licenses, permits, inspections and other approvals. Failure to
comply with these laws, regulations, permits and licenses may expose us to fines, penalties and/or interruptions in our operations that could be
material to the results of operations. If an accidental leak or spill of hazardous materials occurs from our lines or facilities, in the process of
transporting natural gas or NGLs, or at any facility that we own, operate or otherwise use, we could be held jointly and severally liable for all
resulting liabilities, including investigation and clean-up costs, which could materially affect our results of operations and cash flows. In
addition, emission controls required under the federal Clean Air Act and other similar federal and state laws could require unexpected capital
expenditures at our facilities. We cannot assure that existing environmental regulations will not be revised or that new regulations will not be
adopted or become applicable to us. Revised or additional regulations that result in increased compliance costs or additional operating
restrictions, particularly if those costs are not fully recoverable from customers, could have a material adverse effect on our business, financial
condition and results of operations. For further discussion on this topic, see Note K of the Notes to Consolidated Financial Statements in this
Annual Report on Form 10-K.

We are subject to risks that could limit our access to capital, thereby increasing our costs and adversely affecting our results of
operations.

We have grown rapidly in the last several years as a result of acquisitions. Further acquisitions may require additional external capital. If we are
not able to access capital at competitive rates, our strategy of enhancing the earnings potential of our existing assets, including through
acquisitions of complementary assets or businesses, will be adversely affected. A number of factors could adversely affect our ability to access
capital, including: (i) general economic conditions; (ii) capital market conditions; (iii) market prices for natural gas, NGLs and other
hydrocarbons; (iv) the overall health of the energy and related industries; (v) our ability to maintain our investment-grade credit ratings; and
(vi) our capital structure. Much of our business is capital intensive, and achievement of our long-term growth targets is dependent, at least in
part, upon our ability to access capital at rates and on terms we determine to be attractive. If our ability to access capital becomes significantly
constrained, our interest costs will likely increase and our financial condition and future results of operations could be significantly harmed.

Our business could be adversely affected by strikes or work stoppages by our unionized employees.

As of January 31, 2008, 748 of our 4,555 employees were represented by labor unions under collective bargaining agreements. We are involved
periodically in discussions with labor unions representing some of our employees to negotiate or renegotiate labor agreements. We cannot
predict the results of these negotiations, including whether any failure to reach new agreements will have a negative effect on our business,
financial condition and results of operations or whether we will be able to reach any agreement with the unions. Any failure to reach agreement
on new labor contracts might result in a work stoppage. Any future work stoppage could, depending on the operations and the length of the work
stoppage, have a material adverse effect on our business, financial condition and results of operations.
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We do not fully hedge against price changes in commodities. This could result in decreased revenues and increased costs, thereby
resulting in lower margins and adversely affecting our results of operations.

Certain of our nonregulated businesses are exposed to market risk and the impact of market price fluctuations of natural gas, NGLs and crude
oil. Market risk refers to the risk of loss of cash flows and future earnings arising from adverse changes in commodity energy prices. Our
primary exposure arises from fixed-price physical purchase or sale agreements that extend for periods of up to five years, natural gas in storage
utilized by our Energy Services segment, commodity prices with respect to ONEOK Partners� processing contracts and the difference between
natural gas and NGLs, as well as the individual NGL products, prices with respect to natural gas and NGL transportation, fractionation and
exchange agreements and natural gas and NGLs in storage utilized in our operations. ONEOK Partners and our Energy Services segment are
also exposed to the risk of changing prices or the cost of transportation resulting from purchasing natural gas or NGLs at one location and selling
it at another (referred to as basis risk). To minimize the risk from market price fluctuations of natural gas, NGLs and crude oil, we use
commodity derivative instruments such as futures contracts, swaps and options to manage market risk of existing or anticipated purchases and
sales of natural gas, NGLs and crude oil. We adhere to policies and procedures that limit our exposure to market risk from open positions and
that monitor our market risk exposure. However, we do not fully hedge against commodity price changes, and therefore, we retain some
exposure to market risk. Accordingly, any adverse changes to commodity prices could result in decreased revenue and increased costs.

Our Distribution segment uses storage to minimize the volatility of natural gas costs for our customers by storing natural gas in periods of low
demand for consumption in peak demand periods. In addition, various natural gas supply contracts allow us the option to convert index-based
purchases to fixed prices. Also, we use derivative instruments to hedge the cost of anticipated natural gas purchases during the winter heating
months to protect customers from upward volatility in the market price of natural gas. Oklahoma Natural Gas was recently authorized by the
OCC to implement a natural gas hedge program as a three-year pilot program, with up to $10 million per year in hedge costs to be recovered
from customers. Texas Gas Service also has a natural gas hedging program for certain of its jurisdictions.

Although we control ONEOK Partners, we may have conflicts of interest with ONEOK Partners which could subject us to claims that
we have breached our fiduciary duty to ONEOK Partners and its unitholders.

We own 100 percent of the general partner interest and a 43.7 percent limited partner interest in ONEOK Partners. Conflicts of interest may
arise between us and ONEOK Partners and its unitholders. In resolving these conflicts, we may favor our own interests and the interests of our
affiliates over the interests of ONEOK Partners and its unitholders as long as the resolution does not conflict with the ONEOK Partners�
partnership agreement or our fiduciary duties to ONEOK Partners and its unitholders.

RISK FACTORS RELATED TO ONEOK PARTNERS� BUSINESS

The volatility of natural gas, crude oil and NGL prices could adversely affect ONEOK Partners� cash flow.

A significant portion of ONEOK Partners� revenues are derived from the sale of commodities received as payment for its natural gas gathering
and processing services, for transportation and storage of natural gas and NGLs, and for the fractionation of NGLs. As a result, ONEOK Partners
is sensitive to commodity price fluctuations. Commodity prices have been and are likely to continue to be volatile in the future. High commodity
prices and large commodity price spreads may not continue and could drop precipitously in a short period of time. The prices of commodities are
subject to wide fluctuations in response to a variety of factors beyond ONEOK Partners� control, including the following:

� relatively minor changes in the supply of, and demand for, domestic and foreign energy,
� market uncertainty,
� the availability and cost of transportation capacity,
� the level of consumer product demand,
� geopolitical conditions impacting supply and demand for natural gas and crude oil,
� weather conditions,
� domestic and foreign governmental regulations and taxes,
� the price and availability of alternative fuels,
� speculation in the commodity futures markets,
� overall domestic and global economic conditions,
� the price of natural gas, crude oil, NGL and liquefied natural gas imports, and
� the effect of worldwide energy conservation measures.
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These external factors and the volatile nature of the energy markets make it difficult to reliably estimate future prices of commodities and the
impact commodity price fluctuations have on our customers and their need for our services. As commodity prices decline, ONEOK Partners is
paid less for its commodities, thereby reducing its cash flow. In addition, production and related volumes could also decline.

ONEOK Partners does not fully hedge against price changes in commodities. This could result in decreased revenues, increased costs
and lower margins, thereby adversely affecting the results of ONEOK Partners� operations.

The ONEOK Partners businesses are exposed to market risk and the impact of market fluctuations in natural gas, NGLs, and crude oil prices.
Market risk refers to the risk of loss arising from adverse changes in commodity energy prices. ONEOK Partners� primary exposure arises from
commodity prices with respect to processing agreements, the difference between NGL and natural gas prices with respect to our natural gas and
NGL transportation, fractionation and exchange agreements, and the differential between the individual NGL products and NGLs in storage
utilized by its natural gas liquids operations. To manage the risk from market fluctuations in natural gas, NGL and condensate prices, ONEOK
Partners uses commodity derivative instruments such as futures contracts, swaps and options. However, it does not fully hedge against
commodity price changes, and it therefore retains some exposure to market risk. Accordingly, any adverse changes to commodity prices could
result in decreased revenue and increased costs for ONEOK Partners.

ONEOK Partners� use of financial instruments to hedge market risk may result in reduced income.

ONEOK Partners utilizes financial instruments to mitigate its exposure to interest rate and commodity price fluctuations. Hedging instruments
that are used to reduce its exposure to interest rate fluctuations could expose it to risk of financial loss where it has contracted for variable-rate
swap instruments to hedge fixed-rate instruments and the variable rate exceeds the fixed rate. In addition, these hedging arrangements may limit
the benefit ONEOK Partners would otherwise receive if it has contracted for fixed-rate swap agreements to hedge variable-rate instruments and
the variable rate falls below the fixed rate. Hedging arrangements that are used to reduce ONEOK Partners� exposure to commodity price
fluctuations may limit the benefit ONEOK Partners would otherwise receive if market prices for natural gas and NGLs exceed the stated price in
the hedge instrument for these commodities.

Growing ONEOK Partners� business by constructing new pipelines and new processing and treating facilities or making modifications to
its existing facilities subjects ONEOK Partners to construction risks and risks that adequate natural gas or NGL supplies will not be
available upon completion of the facilities.

One of the ways ONEOK Partners intends to grow its business is through the construction of new pipelines and new gathering, processing,
storage and fractionation facilities and through modifications to ONEOK Partners� existing pipelines and existing gathering, processing, storage
and fractionation facilities. The construction and modification of pipelines and gathering, processing, storage and fractionation facilities requires
the expenditure of significant amounts of capital, which may exceed ONEOK Partners� estimates, and involves numerous regulatory,
environmental, political and legal uncertainties. Construction projects in ONEOK Partners� industry may increase demand on labor and material
which may in turn impact ONEOK Partners� costs and schedule. If ONEOK Partners undertakes these projects, it may not be able to complete
them on schedule or at the budgeted cost. Additionally, ONEOK Partners� revenues may not increase immediately upon the expenditure of funds
on a particular project. For instance, if ONEOK Partners builds a new pipeline, the construction will occur over an extended period of time, and
ONEOK Partners will not receive any material increases in revenues until after completion of the project. ONEOK Partners may have only
limited natural gas or NGL supplies committed to these facilities prior to their construction. Additionally, ONEOK Partners may construct
facilities to capture anticipated future growth in production in a region in which anticipated production growth does not materialize. ONEOK
Partners may also rely on estimates of proved reserves in ONEOK Partners� decision to construct new pipelines and facilities, which may prove
to be inaccurate because there are numerous uncertainties inherent in estimating quantities of proved reserves. As a result, new facilities may not
be able to attract enough natural gas or NGLs to achieve ONEOK Partners� expected investment return, which could adversely affect ONEOK
Partners� results of operations and financial condition.

ONEOK Partners� inability to execute growth and development projects and acquire new assets could reduce cash distributions to its
unitholders.

ONEOK Partners� primary business objectives are to generate cash flow sufficient to pay quarterly cash distributions to unitholders and to
increase quarterly cash distributions over time. ONEOK Partners� ability to maintain and grow its distributions to unitholders depends on the
growth of its existing businesses and strategic acquisitions. Accordingly, if ONEOK Partners is unable to implement business development
opportunities and finance such activities on economically acceptable terms, its future growth will be limited, which could adversely impact the
results of operations.
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ONEOK Partners� operations are subject to operational hazards and unforeseen interruptions, which could adversely affect its business
and for which ONEOK Partners may not be adequately insured.

ONEOK Partners� operations are subject to all of the risks and hazards typically associated with the operation of natural gas and natural gas
liquids gathering and transportation pipelines, storage facilities and processing and fractionation plants. Operating risks include, but are not
limited to, leaks, pipeline ruptures, the breakdown or failure of equipment or processes, and the performance of pipeline facilities below
expected levels of capacity and efficiency. Other operational hazards and unforeseen interruptions include adverse weather conditions, accidents,
the collision of equipment with ONEOK Partners� pipeline facilities (for example, this may occur if a third party were to perform excavation or
construction work near ONEOK Partners� facilities), and catastrophic events such as explosions, fires, earthquakes, floods or other similar events
beyond ONEOK Partners� control. It is also possible that ONEOK Partners� infrastructure facilities could be direct targets or indirect casualties of
an act of terrorism. A casualty occurrence might result in injury or loss of life, extensive property damage or environmental damage. Liabilities
incurred, and interruptions to the operation of ONEOK Partners� pipeline caused by such an event, could reduce revenues generated by ONEOK
Partners and increase expenses, thereby impairing ONEOK Partners� ability to meet its obligations. Insurance proceeds may not be adequate to
cover all liabilities or expenses incurred or revenues lost.

If the level of drilling and production in the Mid-Continent, Rocky Mountain and Gulf Coast regions substantially declines, ONEOK
Partners� volumes and revenue could decline.

ONEOK Partners� ability to maintain or expand its businesses depends largely on the level of drilling and production in the Mid-Continent,
Rocky Mountain and Gulf Coast regions. Drilling and production are impacted by factors beyond ONEOK Partners� control, including:

� demand for natural gas and refinery-grade crude oil;
� producers� desire and ability to obtain necessary permits in a timely and economic manner,
� natural gas field characteristics and production performance;
� surface access and infrastructure issues; and
� capacity constraints on natural gas, crude oil and natural gas liquids pipelines from the producing areas and ONEOK Partners�

facilities.
In addition, drilling and production are impacted by environmental regulations governing water discharge. If the level of drilling and production
in any of these regions substantially declines, ONEOK Partners� volumes and revenue could be reduced.

If production from the Western Canada Sedimentary Basin remains flat or declines and demand for natural gas from the Western
Canada Sedimentary Basin is greater in market areas other than the Midwestern United States, demand for ONEOK Partners�
interstate gas transportation services could significantly decrease.

ONEOK Partners depends on natural gas supply from the Western Canada Sedimentary Basin because ONEOK Partners� interstate pipelines
primarily transport Canadian natural gas from the Western Canada Sedimentary Basin to the Midwestern U.S. market area. If demand for natural
gas increases in Canada or other markets not served by ONEOK Partners� interstate pipelines and production remains flat or declines, demand for
transportation service on ONEOK Partners� interstate natural gas pipelines could decrease significantly, which could adversely impact ONEOK
Partners� results of operations.

Pipeline integrity programs and repairs may impose significant costs and liabilities.

In December 2003, the United States Department of Transportation issued a final rule requiring pipeline operators to develop integrity
management programs for intrastate and interstate natural gas and natural gas liquids pipelines located near high consequence areas, where a
leak or rupture could do the most harm. The final rule requires operators to perform ongoing assessments of pipeline integrity; identify and
characterize applicable threats to pipeline segments that could impact a high consequence area; improve data collection, integration and analysis;
repair and remediate the pipeline as necessary; and implement preventive and mitigating actions. The final rule incorporates the requirements of
the Pipeline Safety Improvement Act of 2002 and became effective in January 2004. The results of these testing programs could cause ONEOK
Partners to incur significant capital and operating expenditures to make repairs or take remediation, preventive or mitigating actions that are
determined to be necessary.
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ONEOK Partners� regulated natural gas pipelines� transportation rates are subject to review and possible adjustment by federal and
state regulators.

ONEOK Partners� regulated natural gas pipelines are subject to extensive regulation by the FERC and state regulatory agencies, which regulate
most aspects of ONEOK Partners� pipeline business, including ONEOK Partners� transportation rates. Under the Natural Gas Act, interstate
transportation rates must be just and reasonable and not unduly discriminatory. Under Northern Border Pipeline�s 2006 rate case settlement, there
is a three-year moratorium preventing Northern Border Pipeline from filing rate cases and the participants from challenging Northern Border
Pipeline�s rates, and a requirement that Northern Border Pipeline file a rate case within six years.

ONEOK Partners� regulated pipeline companies have recorded certain assets that may not be recoverable from its customers.

Accounting policies for FERC-regulated companies permit certain assets that result from the regulated ratemaking process to be recorded on the
ONEOK Partners balance sheet that could not be recorded under GAAP for nonregulated entities. ONEOK Partners considers factors such as
regulatory changes and the impact of competition to determine the probability of future recovery of these assets. If ONEOK Partners determines
future recovery is no longer probable, ONEOK Partners would be required to write off the regulatory assets at that time.

ONEOK Partners� operations are subject to federal and state laws and regulations relating to the protection of the environment, which
may expose it to significant costs and liabilities.

The risk of incurring substantial environmental costs and liabilities is inherent in ONEOK Partners� business. ONEOK Partners� operations are
subject to extensive federal, state and local laws and regulations governing the discharge of materials into, or otherwise relating to the protection
of, the environment. Examples of these laws include:

� the federal Clean Air Act and analogous state laws that impose obligations related to air emissions;
� the federal Clean Water Act and analogous state laws that regulate discharge of wastewaters from ONEOK Partners� facilities to state

and federal waters;
� the federal Comprehensive Environmental Response, Compensation and Liability Act and analogous state laws that regulate the

cleanup of hazardous substances that may have been released at properties currently or previously owned or operated by ONEOK
Partners or locations to which ONEOK Partners has sent waste for disposal; and

� the federal Resource Conservation and Recovery Act and analogous state laws that impose requirements for the handling and
discharge of solid and hazardous waste from ONEOK Partners� facilities.

Various governmental authorities, including the United States EPA, have the power to enforce compliance with these laws and regulations and
the permits issued under them. Violators are subject to administrative, civil and criminal penalties, including civil fines, injunctions or both.
Joint and several, strict liability may be incurred without regard to fault under the Comprehensive Environmental Response, Compensation and
Liability Act, Resource Conservation and Recovery Act and analogous state laws for the remediation of contaminated areas.

There is an inherent risk of incurring environmental costs and liabilities in ONEOK Partners� business due to its handling of the products it
gathers, transports and processes, air emissions related to its operations, historical industry operations and waste disposal practices, some of
which may be material. Private parties, including the owners of properties through which ONEOK Partners� pipeline systems pass, may have the
right to pursue legal actions to enforce compliance as well as to seek damages for non-compliance with environmental laws and regulations or
for personal injury or property damage arising from ONEOK Partners� operations. Some sites ONEOK Partners operates are located near current
or former third-party hydrocarbon storage and processing operations, and there is a risk that contamination has migrated from those sites to
ONEOK Partners� sites. In addition, increasingly strict laws, regulations and enforcement policies could significantly increase ONEOK Partners�
compliance costs and the cost of any remediation that may become necessary, some of which may be material. Additional information is
included under Item 1, Business under �Environmental and Safety Matters� and in Note K of the Notes to Consolidated Financial Statements in
this Annual Report on Form 10-K.

ONEOK Partners� insurance may not cover all environmental risks and costs or may not provide sufficient coverage in the event an
environmental claim is made against ONEOK Partners. ONEOK Partners� business may be adversely affected by increased costs due to stricter
pollution control requirements or liabilities resulting from non-compliance with required operating or other regulatory permits. New
environmental regulations might also adversely affect ONEOK Partners� products and activities, and federal and state agencies could impose
additional safety requirements, all of which could materially affect ONEOK Partners� profitability.
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In the competition for customers, ONEOK Partners may have significant levels of uncontracted or discounted transportation capacity
on its natural gas and natural gas liquids pipelines.

ONEOK Partners� natural gas and natural gas liquids pipeline businesses compete with other pipelines for natural gas and natural gas liquids
supplies delivered to the markets it serves. As a result of competition, ONEOK Partners may have significant levels of uncontracted or
discounted capacity on its pipelines, which could adversely impact ONEOK Partners� results of operations.

ONEOK Partners is exposed to the credit risk of its customers, and its credit risk management may not be adequate to protect against
such risk.

ONEOK Partners is subject to the risk of loss resulting from nonpayment and/or nonperformance by ONEOK Partners� customers. ONEOK
Partners� customers are predominantly producers, NGL end users and marketers that may experience deterioration of their financial condition as
a result of changing market conditions or financial difficulties that could impact their credit worthiness or ability to pay ONEOK Partners for its
services. ONEOK Partners assesses the credit worthiness of its customers and obtains security as it deems appropriate. If ONEOK Partners fails
to adequately assess the credit worthiness of existing or future customers, unanticipated deterioration in their credit worthiness and any resulting
nonpayment and/or nonperformance could adversely impact ONEOK Partners� results of operations. In addition, if any of ONEOK Partners�
customers file for bankruptcy protection, ONEOK Partners� results of operations may be negatively impacted.

Any reduction in the ONEOK Partners credit ratings could materially and adversely affect its business, financial condition, liquidity
and results of operations.

ONEOK Partners� senior unsecured long-term debt has been assigned an investment grade rating by Moody�s of �Baa2� (Stable) and by S&P of
�BBB� (Stable). ONEOK Partners will seek to maintain an investment grade rating through prudent capital management and financing structures.
However, ONEOK Partners cannot provide assurance that any of its current ratings will remain in effect for any given period of time or that a
rating will not be lowered or withdrawn entirely by a rating agency if, in its judgment, circumstances in the future so warrant. Specifically, if
Moody�s or S&P were to downgrade ONEOK Partners� long-term debt rating, particularly below investment grade, its borrowing costs would
increase, which would adversely affect its financial results, and its potential pool of investors and funding sources could decrease. Ratings from
credit agencies are not recommendations to buy, sell or hold ONEOK Partners� securities. Each rating should be evaluated independently of any
other rating.

A downgrade of ONEOK Partners� credit rating may require ONEOK Partners to offer to repurchase certain of its senior notes or may
impair its ability to access capital.

ONEOK Partners could be required to offer to repurchase certain of its senior notes due 2010 and 2011 at par value, plus any accrued and unpaid
interest, if Moody�s or S&P rates those senior notes below investment grade (Baa3 for Moody�s and BBB- for S&P). Further, the indenture
governing ONEOK Partners� senior notes due 2010 and 2011 includes an event of default upon acceleration of other indebtedness of $25 million
or more and the indenture governing ONEOK Partners� senior notes due 2012, 2016, 2036 and 2037 includes an event of default upon the
acceleration of other indebtedness of $100 million or more that would be triggered by such an offer to repurchase. Such an event of default
would entitle the trustee or the holders of 25 percent in aggregate principal amount of the outstanding senior notes due 2010, 2011, 2012, 2016,
2036 and 2037 to declare those notes immediately due and payable in full. ONEOK Partners may not have sufficient cash on hand to repurchase
and repay any accelerated senior notes, which may cause ONEOK Partners to borrow money under its credit facilities or seek alternative
financing sources to finance the repayments and repurchases. ONEOK Partners could also face difficulties accessing capital or its borrowing
costs could increase, impacting its ability to obtain financing for acquisitions or capital expenditures, to refinance indebtedness and to fulfill its
debt obligations.

ONEOK Partners has adopted certain valuation methodologies that may result in a shift of income, gain, loss and deduction between
the general partner and the unitholders. The IRS may challenge this treatment, which could adversely affect the value of its limited
partner units.

When ONEOK Partners issues additional units or engages in certain other transactions, ONEOK Partners determines the fair market value of its
assets and allocates any unrealized gain or loss attributable to its assets to the capital accounts of its unitholders and its general partner. ONEOK
Partners� methodology may be viewed as understating the value of its assets. In that case, there may be a shift of income, gain, loss and deduction
between certain unitholders and the general partner, which may be unfavorable to such unitholders. Moreover, under ONEOK Partners� current
valuation methods, subsequent purchasers of common units may have a greater portion of their Internal Revenue Code Section 743(b)
adjustment allocated
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to ONEOK Partners� tangible assets and a lesser portion allocated to ONEOK Partners� intangible assets. The IRS may challenge ONEOK
Partners� valuation methods, or ONEOK Partners� allocation of the Section 743(b) adjustment attributable to ONEOK Partners� tangible and
intangible assets, and allocations of income, gain, loss and deduction between the general partner and certain of ONEOK Partners� unitholders.

A successful IRS challenge to these methods or allocations could adversely affect the amount of taxable income or loss being allocated to
ONEOK Partners� unitholders. It also could affect the amount of gain from ONEOK Partners unitholders� sale of common units and could have a
negative impact on the value of the common units or result in audit adjustments to ONEOK Partners unitholders� tax returns without the benefit
of additional deductions.

ONEOK Partners� treatment of a purchaser of common units as having the same tax benefits as the seller could be challenged, resulting
in a reduction in value of the common units.

Because ONEOK Partners cannot match transferors and transferees of common units, ONEOK Partners is required to maintain the uniformity of
the economic and tax characteristics of these units in the hands of the purchasers and sellers of these units. ONEOK Partners does so by adopting
certain depreciation conventions that do not conform to all aspects of the United States Treasury regulations. An IRS challenge to these
conventions could adversely affect the tax benefits to a unitholder of ownership of the common units and could have a negative impact on their
value or result in audit adjustments to ONEOK Partners unitholders� tax returns.

ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable.

ITEM 2. PROPERTIES
DESCRIPTION OF PROPERTIES

ONEOK Partners

Our ONEOK Partners segment property consists of the following:

� approximately 14,300 miles of raw natural gas gathering pipelines with capacity owned, leased or contracted for in the Mid-Continent
and Rocky Mountain regions,

� thirteen active gas processing plants with approximately 725 MMcf/d of owned, leased or contracted processing capacity in the
Mid-Continent and Rocky Mountain regions,

� approximately 18 MBbl/d of natural gas liquids fractionation capacity in the Mid-Continent and Rocky Mountain regions,
� approximately 1,290 miles of FERC-regulated interstate natural gas pipelines with approximately 2.4 Bcf/d of peak transportation

capacity,
� approximately 5,630 miles of intrastate natural gas gathering and state-regulated intrastate transmission pipelines with peak

transportation capacity of approximately 2.9 Bcf/d,
� five underground natural gas storage facilities in Oklahoma, three underground natural gas storage facilities in Kansas and three

underground natural gas storage facilities in Texas with total active working gas capacity of approximately 51.6 Bcf,
� 50 percent interest in Northern Border Pipeline,
� approximately 2,570 miles of owned and contracted natural gas liquids gathering pipelines with peak capacity of approximately 270

MBbl/d,
� approximately 3,513 miles of primarily FERC-regulated natural gas liquids distribution pipelines with peak capacity of 496 MBbl/d,
� interest in four natural gas liquids fractionators with proportional operating capacity of approximately 399 MBbl/d,
� one 9 MBbls/d isomerization unit,
� NGL storage facilities with operating storage capacity of approximately 25.6 MMBbl,
� approximately 720 miles of FERC-regulated natural gas liquids gathering pipelines with peak capacity of approximately 93 MBbl/d,

and
� eight NGL product terminals in Missouri, Nebraska, Iowa and Illinois.
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Distribution

We own approximately 18,100 miles of pipeline and other distribution facilities in Oklahoma, approximately 13,300 miles of pipeline and other
distribution facilities in Kansas and approximately 9,500 miles of pipeline and other distribution facilities in Texas. We own a number of
warehouses, garages, meter and regulator houses, service buildings and other buildings throughout Oklahoma, Kansas and Texas. We also own
or lease a fleet of vehicles and maintain an inventory of spare parts, equipment and supplies.

Energy Services

Our total storage capacity under lease is 96 Bcf, with maximum withdrawal capability of 2.4 Bcf/d and maximum injection capability of 1.6
Bcf/d. Our current transportation capacity is 1.8 Bcf/d. Our contracted storage and transportation capacity connects the major supply and
demand centers throughout the United States and into Canada. Our storage leases are spread across 23 different facilities in seven states and two
facilities in Canada, allowing us the flexibility to capture volatility in the energy markets.

Other

We own a parking garage and land, subject to a long-term ground lease. Located on this land is the seventeen-story ONEOK Plaza office
building with approximately 517,000 square feet of net rentable space. We currently lease ONEOK Plaza under a lease term that expires in 2009
with six five-year renewal options. After the primary term or any renewal period, we can purchase the property at its fair market value. In July
2007, ONEOK Leasing Company gave notice of its intent to exercise its option to purchase ONEOK Plaza on or before the end of the current
lease term, which is set to expire on September 30, 2009. In addition, ONEOK Leasing Company has entered into a purchase agreement with the
owner of ONEOK Plaza that, if certain conditions are met, would accelerate the purchase of the building to a date on or before March 31, 2008,
for the total purchase price of approximately $48 million.

ITEM 3. LEGAL PROCEEDINGS
Will Price, et al. v. Gas Pipelines, et al. (f/k/a Quinque Operating Company, et al. v. Gas Pipelines, et al.), 26th Judicial District, District
Court of Stevens County, Kansas, Civil Department, Case No. 99C30 (�Price I�). Plaintiffs brought suit on May 28, 1999, against us, five of
our subsidiaries and one of our divisions, as well as approximately 225 other defendants. Additionally, in connection with the completion of our
acquisition of the natural gas liquids businesses owned by several Koch companies, on July 1, 2005, we acquired Koch Hydrocarbon, LP
(renamed ONEOK Hydrocarbon, L.P.), which is also one of the defendants in this case. Plaintiffs sought class certification for its claims for
monetary damages that the defendants had underpaid gas producers and royalty owners throughout the United States by intentionally
understating both the volume and the heating content of purchased gas. After extensive briefing and a hearing, the Court refused to certify the
class sought by plaintiffs. Plaintiffs then filed an amended petition limiting the purported class to gas producers and royalty owners in Kansas,
Colorado and Wyoming and limiting the claim to undermeasurement of volumes. Oral argument on the plaintiffs� motion to certify this suit as a
class action was conducted on April 1, 2005. The Court has not yet ruled on the class certification issue.

Will Price and Stixon Petroleum, et al. v. Gas Pipelines, et al., 26th Judicial District, District Court of Stevens County, Kansas, Civil
Department, Case No. 03C232 (�Price II�). This action was filed by the plaintiffs on May 12, 2003, after the Court had denied class status in
Price I. Plaintiffs are seeking monetary damages based upon a claim that 21 groups of defendants, including us and four of our subsidiaries,
intentionally underpaid gas producers and royalty owners by understating the heating content of purchased gas in Kansas, Colorado and
Wyoming. Additionally, in connection with the completion of our acquisition of the natural gas liquids businesses owned by several Koch
companies, on July 1, 2005, we acquired Koch Hydrocarbon, LP (renamed ONEOK Hydrocarbon, L.P.), which is also one of the defendants in
this case. Price II has been consolidated with Price I for the determination of whether either or both cases may properly be certified as class
actions. Oral argument on the plaintiffs� motion to certify this suit as a class action was conducted on April 1, 2005. The Court has not yet ruled
on the class certification issue.

Loyd Smith, et al v. Kansas Gas Service Company, Inc., ONEOK, Inc., Western Resources, Inc., Mid Continent Market Center, Inc.,
ONEOK Gas Storage, L.L.C., ONEOK Gas Storage Holdings, Inc., and ONEOK Gas Transportation, L.L.C., Case No. 01-C-0029, in
the District Court of Reno County, Kansas, and Gilley et al. v. Kansas Gas Service Company, Western Resources, Inc., ONEOK, Inc.,
ONEOK Gas Storage, L.L.C., ONEOK Gas Storage Holdings, Inc., ONEOK Gas Transportation L.L.C. and Mid Continent Market
Center, Inc., Case No. 01-C-0057, in the District Court of Reno County, Kansas. Two separate class action lawsuits were filed against us
and several of our subsidiaries in early 2001 relating to certain gas explosions in Hutchinson, Kansas. The court certified two separate classes
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of claimants, which included all owners of residential real estate in Reno County, Kansas, whose property had allegedly declined in value, and
owners of businesses in Reno County whose income had allegedly suffered. Both cases were adjudicated in September 2004 and resulted in jury
verdicts. In the class action relating to the residential claimants, the jury awarded $5 million in actual damages, which was covered by insurance.
In the business owners� class action, the jury rendered a defense verdict awarding no actual damages. The jury rejected claims for punitive
damages in both cases. In a separate hearing on Plaintiffs� attorney fees, the court awarded $2,047,406 in fees and $646,090.78 in expenses,
which was also covered by insurance. On April 11, 2005, the court denied plaintiffs� motion for a new trial and denied a post-trial motion filed by
defendants. The business-class plaintiffs and residential-class plaintiffs filed notices of appeal. We filed a notice of appeal of the residential class
action verdict and the attorney fee award. The cases were transferred to the Kansas Supreme Court. On October 26, 2007, the Kansas Supreme
Court issued unanimous opinions on the appeals of the class action verdicts. The Court (i) affirmed the no damage verdict in favor of defendants
in the Gilley business class, and (ii) reversed the $5 million actual damage verdict and $2.6 million attorneys fees and costs awarded to the Smith
residential class, with instructions to enter judgment in favor of defendants. Plaintiffs� rights to file a motion for a rehearing expired without
plaintiffs taking any action, and the Court�s judgment was entered as directed on December 20, 2007. This case and all other cases regarding the
gas explosions have been fully resolved.

Gas Index Pricing Litigation: We, ONEOK Energy Services Company, L.P. (�OESC�) and one other affiliate are defending, either individually
or together, against the following lawsuits that claim damages resulting from the alleged market manipulation or false reporting of prices to gas
index publications by us and others: Samuel P. Leggett, et al. v. Duke Energy Corporation, et al. (filed in the Chancery Court for the
Twenty-Fifth Judicial District at Somerville, Tennessee, in January 2005); Sinclair Oil Corporation v. ONEOK Energy Services Corporation,
L.P., et al. (filed in the United States District Court for the District of Wyoming in September 2005, transferred to MDL-1566 in the United
States District Court for the District of Nevada); J.P. Morgan Trust Company v. ONEOK, Inc., et al. (filed in the District Court of Wyandotte
County, Kansas, in October 2005, transferred to MDL-1566 in the United States District Court for the District of Nevada); Learjet, Inc., et al. v.
ONEOK, Inc., et al. (filed in the District Court of Wyandotte, Kansas, in November 2005, transferred to MDL-1566 in the United States District
Court for the District of Nevada); Breckenridge Brewery of Colorado, LLC, et al. v. ONEOK, Inc., et al. (filed in the District Court of Denver
County, Colorado, in May 2006, transferred to MDL-1566 in the United States District Court for the District of Nevada); Missouri Public
Service Commission v. ONEOK, Inc., et al. (filed in the Sixth Judicial Circuit Court of Jackson County, Missouri, in October 2006); Arandell
Corporation, et al. v. Xcel Energy, Inc., et al. (filed in the Circuit Court for Dane County, Wisconsin, in December 2006,transferred to
MDL-1566 in the United States District Court for the District of Nevada); Heartland Regional Medical Center, et al. v. ONEOK, Inc., et al.
(filed in the Circuit Court of Buchanan County, Missouri, transferred to MDL-1566 in the United States District Court for the District of
Nevada). In each of these lawsuits, the plaintiffs allege that we, OESC and one other affiliate and approximately 10 other energy companies and
their affiliates engaged in an illegal scheme to inflate natural gas prices by providing false information to gas price index publications. All of the
complaints arise out of the U.S. Commodity Futures Trading Commission investigation into and reports concerning false gas price
index-reporting or manipulation in the energy marketing industry. Other than as noted below, each of the cases are still in preliminary pretrial
proceedings primarily involving the filing of motions to dismiss or motions for summary judgment.

Motions to dismiss were granted in the Leggett and Sinclair cases. The dismissal of the Sinclair case was appealed to the United States Court of
Appeals for the Ninth Circuit. Because of recent decisions by the Ninth Circuit in similar cases, OESC has advised the Ninth Circuit that it has
elected to withdraw its opposition to the appeal and consents to a remand of the case back to MDL-1566 in the United States District Court for
the District of Nevada for further proceedings. The dismissal of the Leggett case was appealed by the plaintiffs to the Tennessee Court of
Appeals which has been fully briefed and awaits a ruling by the court. On February 18, 2008, summary judgment was granted in favor of us and
OESC in the Breckenridge case. We continue to analyze all of these claims and are vigorously defending against them.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matter was submitted to a vote of our security holders, through the solicitation of proxies or otherwise, during the fourth quarter 2007.
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PART II.

ITEM 5. MARKET FOR REGISTRANT�S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

MARKET INFORMATION AND HOLDERS

Our common stock is listed on the NYSE under the trading symbol �OKE.� The corporate name ONEOK is used in newspaper stock listings. The
following table sets forth the high and low closing prices of our common stock for the periods indicated.

Year Ended
December 31, 2007

Year Ended
December 31, 2006

High Low High Low
First Quarter $ 46.13 $ 40.12 $ 32.35 $ 26.56
Second Quarter $ 54.58 $ 44.57 $ 34.80 $ 30.29
Third Quarter $ 54.86 $ 43.65 $ 39.17 $ 33.18
Fourth Quarter $ 52.05 $ 44.29 $ 44.26 $ 38.25

At February 20, 2008, there were 14,457 holders of record of our 104,060,539 outstanding shares of common stock.

DIVIDENDS

The following table sets forth the quarterly dividends paid per share of our common stock during the periods indicated.

Years Ended December 31,
2007 2006

First Quarter $ 0.34 $ 0.28 
Second Quarter $ 0.34 $ 0.30 
Third Quarter $ 0.36 $ 0.32 
Fourth Quarter $ 0.36 $ 0.32 (a)
(a) - Declared in the previous quarter.

A quarterly dividend of $0.38 per share was declared in January 2008, payable in the first quarter of 2008.
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EQUITY COMPENSATION PLAN INFORMATION

The following table sets forth certain information concerning our equity compensation plans as of December 31, 2007.

Plan Category

Number of Securities

to be Issued Upon
Exercise of Outstanding

Options, Warrants and Rights

Weighted-Average
Exercise
Price of

Outstanding Options,
Warrants
and Rights

Number of Securities
Remaining Available For
Future Issuance Under
Equity Compensation

Plans (Excluding
Securities in Column (a))

(a) (b) (c)
Equity compensation plans approved by
security holders (1) 2,094,711 $ 28.38 2,911,298
Equity compensation plans not approved
by security holders (2) 183,983 $ 39.33 (3) 3,658,244
Total 2,278,694 $ 29.26 6,569,542

(1) Includes shares granted under our Employee Stock Purchase Plan, and stock options, restricted stock incentive units and performance unit
awards granted under our Long-Term Incentive Plan and Equity Compensation Plan. For a brief description of the material features of
these plans, see Note O of the Notes to Consolidated Financial Statements in this Annual Report on Form 10-K. Column (c) includes
625,901, 1,170,987, 1,114,410 shares available for future issuance under our Employee Stock Purchase Plan, Long-Term Incentive Plan
and Equity Compensation Plan, respectively.

(2) Includes our Employee Non-Qualified Deferred Compensation Plan, Deferred Compensation Plan for Non-Employee Directors, and Stock
Compensation Plan for Non-Employee Directors. For a brief description of the material features of these plans, see Note O of the Notes to
Consolidated Financial Statements in this Annual Report on Form 10-K. Column (c) includes 464,557, 2,165,938, 972,101 and 55,648
shares available for future issuance under our Stock Compensation Plan for Non-Employee Directors, Thrift Plan, Profit Sharing Plan and
Employee Stock Award Program, respectively. The Employee Stock Award Program is described below.

(3) Compensation deferred into our common stock under our Employee Non-Qualified Deferred Compensation Plan and Deferred
Compensation Plan for Non-Employee Directors is distributed to participants at fair market value on the date of distribution. The price
used for these plans to calculate the weighted-average exercise price in the table is $44.77, which represents the year-end closing price of
our common stock.

ISSUER PURCHASES OF EQUITY SECURITIES

The following table sets forth information relating to our purchases of our common stock for the periods shown.

Period
Total Number of
Shares Purchased

Average Price
Paid per Share

Total Number of
Shares Purchased as

Part of Publicly
Announced Plans or

Programs

Maximum Number (or
Approximate Dollar Value) of

Shares (or Units) that May

Be Purchased Under the
Plans or Programs

October 1 - 31, 2007 34 (1) $ 48.01 -  -  
November 1 - 30, 2007 270 (1) $ 49.95 -  -  
December 1 - 31, 2007   118 (1) $ 46.36 -  -  
Total 422 $ 48.79 -  -  

(1) Represents shares repurchased directly from employees, pursuant to our Employee Stock Award Program.
EMPLOYEE STOCK AWARD PROGRAM

Under our Employee Stock Award Program, we issued, for no consideration, to all eligible employees (all full-time employees and employees
on short-term disability) one share of our common stock when the per-share closing price of our common stock on the NYSE was for the first
time at or above $26 per share, and we have issued and will continue to issue, for no consideration, one additional share of our common stock to
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total number of shares of our common stock available for issuance under this program is 200,000.
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Through December 31, 2007, a total of 144,352 shares had been issued to employees under this program. The shares issued under this program
have not been registered under the Securities Act of 1933, as amended (1933 Act), in reliance upon the position taken by the SEC (see Release
No. 6188, dated February 1, 1980) that the issuance of shares to employees pursuant to a program of this kind does not require registration under
the 1933 Act.

PERFORMANCE GRAPH

The following performance graph compares the performance of our common stock with the S&P 500 Index and the S&P Utilities Index during
the period beginning on December 31, 2002, and ending on December 31, 2007. The graph assumes a $100 investment in our common stock and
in each of the indices at the beginning of the period and a reinvestment of dividends paid on such investments throughout the period.

Value of $100 Investment Assuming Reinvestment of Dividends

At December 31, 2002, and at the End of Every Year Through December 31, 2007

Among ONEOK, Inc., The S&P 500 Index and The S&P Utilities Index

Cumulative Total Return
Years Ending December 31,

2002 2003 2004 2005 2006 2007
ONEOK, Inc. $ 100.00 $ 119.08 $ 159.26 $ 154.82 $ 259.72 $ 277.69
S&P 500 Index $ 100.00 $ 128.68 $ 142.69 $ 149.70 $ 173.34 $ 182.87
S&P Utilities Index (a) $ 100.00 $ 126.26 $ 156.91 $ 183.34 $ 221.82 $ 264.81
(a) - The Standard & Poors Utilities Index is comprised of the following companies: AES Corp.; Allegheny Energy, Inc.; Ameren Corp.;

American Electric Power Co., Inc.; Centerpoint Energy, Inc.; CMS Energy Corp.; Consolidated Edison, Inc.; Constellation Energy
Group, Inc.; Dominion Resources, Inc.; DTE Energy Co.; Duke Energy Corp.; Dynegy, Inc.; Edison International; Entergy Corp.; Exelon
Corp.; FirstEnergy Corp.; FPL Group, Inc.; Integrys Energy Group, Inc.; Nicor, Inc.; NiSource, Inc.; Pepco Holdings, Inc.; PG&E Corp.;
Pinnacle West Capital Corp.; PPL Corp.; Progress Energy, Inc.; Public Service Enterprise Group, Inc.; Questar Corp.; Sempra Energy;
Southern Co.; TECO Energy, Inc.; and Xcel Energy, Inc.
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ITEM 6. SELECTED FINANCIAL DATA
The following table sets forth our selected financial data for each of the periods indicated.

Years Ended December 31,
2007 2006 2005 2004 2003

(Millions of dollars, except per share amounts)
Net margin from continuing operations $ 1,810.1 $ 1,722.0 $ 1,338.2 $ 1,137.2 $ 1,084.8
Operating income from continuing operations $ 822.5 $ 862.2 $ 803.8 $ 443.7 $ 427.9
Income from continuing operations $ 304.9 $ 306.7 $ 403.1 $ 224.7 $ 206.4
Total assets $ 11,062.0 $ 10,391.1 $ 9,284.2 $ 7,199.2 $ 6,211.9
Long-term debt $ 4,635.5 $ 4,049.0 $ 2,030.6 $ 1,884.7 $ 1,884.6
Basic earnings per share - continuing operations $ 2.84 $ 2.74 $ 4.01 $ 2.21 $ 2.28
Basic earnings per share - total $ 2.84 $ 2.74 $ 5.44 $ 2.38 $ 1.48
Diluted earnings per share - continuing operations $ 2.79 $ 2.68 $ 3.73 $ 2.13 $ 2.05
Diluted earnings per share - total $ 2.79 $ 2.68 $ 5.06 $ 2.30 $ 1.22
Dividends declared per common share $ 1.40 $ 1.22 $ 1.09 $ 0.88 $ 0.69
See discussion of acquisitions, dispositions and changes in consolidation beginning on page 29 under �Significant Acquisitions and Divestitures�
in Item 7, Management�s Discussion and Analysis of Financial Condition and Results of Operation.

ITEM 7. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION
EXECUTIVE SUMMARY

The following discussion highlights some of our achievements and significant issues affecting us this past year. Please refer to the Financial and
Operating Results section of Management�s Discussion and Analysis of Financial Condition and Results of Operation and the Consolidated
Financial Statements for a complete explanation of the following items.

Diluted earnings per share of common stock from continuing operations (EPS) increased to $2.79 in 2007, compared with $2.68 in 2006. The
increase in operating income for 2007, compared with 2006, and exclusive of the gain on sale of assets, is primarily due to the implementation of
new rate schedules in Kansas and Texas in our Distribution segment and new supply connections and higher product price spreads in our
ONEOK Partners� natural gas liquids businesses. This increase was partially offset by reduced operating income in our Energy Services segment
primarily due to decreased transportation margins during 2007.

In September 2007, ONEOK Partners completed an underwritten public debt offering of $600 million to finance the assets acquired from Kinder
Morgan and to repay outstanding debt under the ONEOK Partners Credit Agreement, which was incurred to fund ONEOK Partners� internal
growth capital projects. The assets acquired from Kinder Morgan and ONEOK Partners� capital projects are discussed below in the Significant
Acquisitions and Divestitures and the Capital Projects sections, respectively.

We declared a quarterly dividend of $0.38 per share ($1.52 per share on an annualized basis) in January 2008, an increase of approximately 12
percent over the $0.34 declared in January 2007. ONEOK Partners declared an increase in its cash distribution to $1.025 per unit ($4.10 per unit
on an annualized basis) in January 2008, an increase of approximately 5 percent over the $0.98 declared in January 2007.

SIGNIFICANT ACQUISITIONS AND DIVESTITURES

In October 2007, ONEOK Partners completed the acquisition of an interstate natural gas liquids and refined petroleum products pipeline system
and related assets from a subsidiary of Kinder Morgan for approximately $300 million, before working capital adjustments. The system extends
from Bushton and Conway, Kansas, to Chicago, Illinois, and transports, stores and delivers a full range of NGL and refined petroleum products.
The FERC-regulated system spans 1,627 miles and has a capacity to transport up to 134 MBbl/d. The transaction includes approximately 978
MBbl of owned storage capacity, eight NGL terminals and a 50 percent ownership of Heartland. ConocoPhillips owns the other 50 percent of
Heartland and is the managing partner of the Heartland joint venture, which consists primarily of three refined petroleum products terminals
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and connecting pipelines. Financing for this transaction came from the proceeds of ONEOK Partners� September 2007 issuance of $600 million
6.85 percent Senior Notes due 2037 (the 2037 Notes). See Note I of the Notes to Consolidated Financial Statements in this Annual Report on
Form 10-K for a discussion on the 2037 Notes.

In April 2006, we sold certain assets comprising our former gathering and processing, natural gas liquids, and pipelines and storage segments to
ONEOK Partners for approximately $3 billion, including $1.35 billion in cash, before adjustments, and approximately 36.5 million Class B
limited partner units in ONEOK Partners. The Class B limited partner units and the related general partner interest contribution were valued at
approximately $1.65 billion. We also purchased, through ONEOK Partners GP, from an affiliate of TransCanada, 17.5 percent of the general
partner interest in ONEOK Partners for $40 million. This purchase resulted in our owning the entire 2 percent general partner interest in
ONEOK Partners. Following the completion of the transactions, we own a total of approximately 37.0 million common and Class B limited
partner units and the entire 2 percent general partner interest and control of the partnership. Our overall interest in ONEOK Partners, including
the 2 percent general partner interest, is 45.7 percent.

The sale of certain assets comprising our former gathering and processing, pipelines and storage, and natural gas liquids segments did not affect
our consolidated operating income on our Consolidated Statements of Income or total assets on our Consolidated Balance Sheets, as we were
already required under EITF 04-5 to consolidate our investment in ONEOK Partners effective January 1, 2006. However, minority interest
expense and net income are affected. See Note A of the Notes to Consolidated Financial Statements in this Annual Report on Form 10-K
beginning on page 68 for additional discussion of EITF 04-5.

In connection with the transactions described immediately above, our ONEOK Partners segment completed the sale of a 20 percent partnership
interest in Northern Border Pipeline to TC PipeLines for approximately $297 million. Our ONEOK Partners segment recorded a gain on sale of
approximately $113.9 million in the second quarter of 2006. ONEOK Partners and TC PipeLines each now own a 50 percent interest in Northern
Border Pipeline, and an affiliate of TransCanada became operator of the pipeline in April 2007. As a result of this transaction, ONEOK Partners�
interest in Northern Border Pipeline is accounted for as an investment under the equity method applied on a retroactive basis to January 1, 2006.

Also in April 2006, our ONEOK Partners segment acquired the 66-2/3 percent interest in Guardian Pipeline not previously owned by ONEOK
Partners for approximately $77 million, increasing its ownership interest to 100 percent. ONEOK Partners used borrowings from its credit
facility to fund the acquisition of the additional interest in Guardian Pipeline. Following the completion of the transaction, we consolidated
Guardian Pipeline in our consolidated financial statements. This change was accounted for on a retroactive basis to January 1, 2006.

In December 2005, we sold our natural gas gathering and processing assets located in Texas to a subsidiary of Eagle Rock Energy, Inc. for
approximately $527.2 million and recorded a pre-tax gain of $264.2 million, which is included in gain on sale of assets in our ONEOK Partners
segment�s operating income. The gain reflects the cash received less adjustments, selling expenses and the net book value of the assets sold. We
used the net cash proceeds from this sale to prepay our 7.75 percent $300 million long-term debt that was due in August 2006.

In October 2005, we entered into an agreement to sell our Spring Creek power plant, located in Oklahoma, to Westar for $53 million. The
transaction received FERC approval and the sale was completed on October 31, 2006. The 300-megawatt gas-fired merchant power plant was
built in 2001 to supply electrical power during peak periods using gas-powered turbine generators. The financial information related to the
properties sold is reflected as a discontinued component in this Annual Report on Form 10-K. All periods presented have been restated to reflect
the discontinued component. See �Discontinued Operations� on page 46 for additional information.

In September 2005, we completed the sale of our former production segment to TXOK Acquisition, Inc. for $645 million, before adjustments
and recognized a pre-tax gain on the sale of approximately $240.3 million. The gain reflects the cash received less adjustments, selling expenses
and the net book value of the assets sold. The proceeds from the sale were used to reduce debt. The financial information related to the
properties sold is reflected as a discontinued component in this Annual Report on Form 10-K. All periods presented have been restated to reflect
the discontinued component.

In July 2005, we completed the acquisition of the natural gas liquids businesses owned by Koch for approximately $1.33 billion, net of working
capital and cash received. This transaction included Koch Hydrocarbon, LP�s entire Mid-Continent natural gas liquids fractionation business;
Koch Pipeline Company, LP�s natural gas liquids pipeline distribution systems; Chisholm Pipeline Holdings, Inc., now Chisholm Pipeline
Holdings, L.L.C., which has a 50 percent ownership interest in Chisholm Pipeline Company; MBFF, LP, now ONEOK MBI, L.P., which owns
an 80 percent interest in a 160 MBbl/d fractionator at Mont Belvieu, Texas; and Koch Vesco Holdings, LLC, now ONEOK Vesco Holdings,
L.L.C., an entity that
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owns a 10.2 percent interest in Venice Energy Services Company, L.LC. These assets are included in our consolidated financial statements
beginning on July 1, 2005, and were part of the assets ONEOK Partners acquired from us in April 2006.

CAPITAL PROJECTS

All of the capital projects discussed below are in our ONEOK Partners segment.

Woodford Shale Natural Gas Liquids Pipeline Extension - In February 2008, ONEOK Partners announced plans to construct a 78-mile
natural gas liquids gathering pipeline to connect two natural gas processing plants in the Woodford Shale area in southeast Oklahoma at a cost of
approximately $25 million, excluding AFUDC. The project is currently scheduled for completion in the second quarter of 2008. These two
plants are expected to produce approximately 25 MBbl/d of unfractionated NGLs. Until the Arbuckle Pipeline project is completed, the natural
gas liquids production will be transported by ONEOK Partners� existing Mid-Continent natural gas liquids pipelines. Upon completion of the
Arbuckle Pipeline project, the Woodford Shale natural gas liquids production is expected to be transported to ONEOK Partners� Mont Belvieu,
Texas, fractionation facility.

Overland Pass Pipeline Company - In May 2006, a subsidiary of ONEOK Partners entered into an agreement with a subsidiary of Williams to
form a joint venture called Overland Pass Pipeline Company. Overland Pass Pipeline Company is building a 760-mile natural gas liquids
pipeline from Opal, Wyoming, to the Mid-Continent natural gas liquids market center in Conway, Kansas. The pipeline is designed to transport
approximately 110 MBbl/d of unfractionated NGLs, which can be increased to approximately 150 MBbl/d with additional pump facilities.
During 2006, ONEOK Partners paid $11.6 million to Williams for the acquisition of its interest in the joint venture and for reimbursement of
initial capital expenditures. A subsidiary of ONEOK Partners owns 99 percent of the joint venture and will manage the construction project,
advance all costs associated with construction and operate the pipeline. Within two years of the pipeline becoming operational, Williams will
have the option to increase its ownership up to 50 percent by reimbursing ONEOK Partners for its proportionate share of all construction costs.
If Williams exercises its option to increase its ownership to the full 50 percent, Williams would have the option to become operator. This project
has received the required approvals of various state and federal regulatory authorities, and ONEOK Partners is constructing the pipeline with
start-up currently scheduled for the second quarter of 2008.

As part of a long-term agreement, Williams dedicated its NGL production from two of its natural gas processing plants in Wyoming to the
joint-venture company. Subsidiaries of ONEOK Partners will provide downstream fractionation, storage and transportation services to Williams.
The pipeline project is currently estimated to cost approximately $535 million, excluding AFUDC. Since ONEOK Partners� initial estimate in
early 2006, there has been a significant increase in the demand for pipeline construction-related services, which has led to higher rates,
particularly for construction labor and equipment. Additionally, due to the extended permitting process, ONEOK Partners is constructing the
pipeline during the winter months, which could contribute to added construction costs and could cause further delays. The severity of the winter
conditions could further impact ONEOK Partners� cost and schedule estimates. In addition, ONEOK Partners is investing approximately $216
million, excluding AFUDC, to expand its existing fractionation and storage capabilities and the capacity of its natural gas liquids distribution
pipelines. ONEOK Partners� financing for the projects may include a combination of short- or long-term debt or equity.

Piceance Lateral Pipeline - In March 2007, ONEOK Partners announced that Overland Pass Pipeline Company also plans to construct a
150-mile lateral pipeline with capacity to transport as much as 100 MBbl/d of unfractionated NGLs from the Piceance Basin in Colorado to the
Overland Pass Pipeline. Williams announced that it intends to construct a new natural gas processing plant in the Piceance Basin and will
dedicate its NGL production from that plant and an existing plant to be transported by the lateral pipeline. This project requires the approval of
various state and federal regulatory authorities. Assuming Overland Pass Pipeline Company obtains the required state and federal regulatory
approvals, construction of this lateral pipeline is currently expected to begin in late 2008 and be completed during the second quarter of 2009, at
a current cost estimate of approximately $120 million, excluding AFUDC.

Arbuckle Pipeline Natural Gas Liquids Pipeline - In March 2007, ONEOK Partners announced plans to build the 440-mile Arbuckle Pipeline,
a natural gas liquids pipeline from southern Oklahoma through northern Texas and continuing on to the Texas Gulf Coast, at a current estimated
cost of approximately $260 million, excluding AFUDC. The Arbuckle Pipeline will have the capacity to transport 160 MBbl/d of unfractionated
natural gas liquids and will connect with ONEOK Partners� existing Mid-Continent infrastructure and its fractionation facility in Mont Belvieu,
Texas, and other Gulf Coast region fractionators. Construction of the pipeline will require permits from various federal, state and local
regulatory bodies. Construction is currently expected to begin in mid-2008 and be completed by early 2009.
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Williston Basin Gas Processing Plant Expansion - In March 2007, ONEOK Partners announced the expansion of its Grasslands natural gas
processing facility in North Dakota at a cost of approximately $30 million, excluding AFUDC. The Grasslands facility is ONEOK Partners�
largest natural gas processing plant in the Williston Basin. The expansion increases processing capacity to approximately 100 MMcf/d from its
current capacity of 63 MMcf/d and increases fractionation capacity to approximately 12 MBbl/d from 8 MBbl/d. The expansion project is
expected to come on-line in phases, with the final phase currently expected to be on-line in the third quarter of 2008.

Fort Union Gas Gathering Expansion - In January 2007, Fort Union Gas Gathering announced that it will double its existing gathering
pipeline capacity by adding 148 miles of new gathering lines, resulting in approximately 649 MMcf/d of additional capacity in the Powder River
basin of Wyoming. The expansion is expected to cost approximately $110 million, excluding AFUDC, which will be financed within the Fort
Union Gas Gathering partnership and will occur in two phases. Phase 1, with more than 200 MMcf/d capacity, was placed in service during the
fourth quarter of 2007. Phase 2, with approximately 450 MMcf/d capacity, is currently expected to be in service during the second quarter of
2008. The additional capacity has been fully subscribed for 10 years beginning with the in-service date of the expansion. ONEOK Partners owns
approximately 37 percent of Fort Union Gas Gathering, and accounts for its ownership under the equity method of accounting.

Guardian Pipeline Expansion and Extension - In December 2007, Guardian Pipeline received and accepted the certificate of public
convenience and necessity issued by the FERC for its expansion and extension project. The certificate authorizes ONEOK Partners to construct,
install and operate approximately 119 miles of a 20-inch and 30-inch natural gas transportation pipeline with a capacity to transport 537 MMcf/d
of natural gas north from Ixonia, Wisconsin to the Green Bay, Wisconsin, area. The project is supported by long-term shipper commitments. The
cost of the project is currently estimated to be $260 million, excluding AFUDC. The pipeline is currently expected to be in service in the fourth
quarter of 2008.

Midwestern Gas Transmission Eastern Extension - Midwestern Gas Transmission�s eastern extension pipeline was placed into service in
January 2008. The extension added approximately 31 miles of natural gas transportation pipeline, with a capacity to transport 120 MMcf/d of
natural gas from Midwestern�s previous terminus at Portland, Tennessee, to interconnects with Columbia Gulf Transmission Company and East
Tennessee Natural Gas, LLC, near Hartsville, Tennessee. The project is supported by a long-term shipper commitment. Total capital
expenditures are expected to be $62 million, excluding AFUDC.

REGULATORY

Several regulatory initiatives positively impacted the earnings and future earnings potential for our Distribution segment and our ONEOK
Partners segment. See discussion of our Distribution segment�s regulatory initiative beginning on page 43.

IMPACT OF NEW ACCOUNTING STANDARDS

Information about the impact of Statement 158, �Employers� Accounting for Defined Benefit Pension and Other Postretirement Plans,� Statement
157, �Fair Value Measurements,� Statement 159, �The Fair Value Option for Financial Assets and Financial Liabilities,� FIN 48, �Accounting for
Uncertainty in Income Taxes - An Interpretation of FASB Statement No. 109,� FASB Staff Position No. FIN 39-1, �Amendment of FASB
Interpretation No. 39,� EITF Issue No. 04-5, �Determining Whether a General Partner, or the General Partners as a Group, Controls a Limited
Partnership or Similar Entity When the Limited Partners Have Certain Rights,� Statement 123R, �Share-Based Payment,� Statement 141R,
�Business Combinations� and Statement 160, �Noncontrolling Interest in Consolidated Financial Statements - an amendment to ARB No. 51,� are
included in Note A of the Notes to Consolidated Financial Statements in this Annual Report on Form 10-K.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of our consolidated financial statements and related disclosures in accordance with GAAP requires us to make estimates and
assumptions with respect to values or conditions that cannot be known with certainty that affect the reported amount of assets and liabilities, and
the disclosure of contingent assets and liabilities at the date of the consolidated financial statements. These estimates and assumptions also affect
the reported amounts of revenue and expenses during the reporting period. Although we believe these estimates and assumptions are reasonable,
actual results could differ from our estimates.

The following is a summary of our most critical accounting policies, which are defined as those policies most important to the portrayal of our
financial condition and results of operations and requiring management�s most difficult, subjective or
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complex judgment, particularly because of the need to make estimates concerning the impact of inherently uncertain matters. We have discussed
the development and selection of our critical accounting policies and estimates with the Audit Committee of our Board of Directors.

Derivatives, Accounting for Financially Settled Transactions and Risk Management Activities - We engage in wholesale energy marketing,
retail marketing, trading and risk management activities. We account for derivative instruments utilized in connection with these activities and
services under the fair value basis of accounting in accordance with Statement 133, �Accounting for Derivative Instruments and Hedging
Activities,� as amended.

Under Statement 133, entities are required to record derivative instruments at fair value. The fair value of a derivative instrument is determined
by commodity exchange prices, over-the-counter quotes, volatility, time value, counterparty credit and the potential impact on market prices of
liquidating positions in an orderly manner over a reasonable period of time under current market conditions. Refer to the table on page 57 for
amounts in our portfolio at December 31, 2007, that were determined by prices actively quoted, prices provided by other external sources and
prices derived from other sources. The majority of our portfolio�s fair values are based on actual market prices. Transactions are also executed in
markets for which market prices may exist but the market may be relatively inactive, thereby resulting in limited price transparency that requires
management�s subjectivity in estimating fair values.

Market value changes result in a change in the fair value of our derivative instruments. The accounting for changes in the fair value of a
derivative instrument depends on whether it has been designated and qualifies as part of a hedging relationship and, if so, the nature of the risk
being hedged and how we will determine if the hedging instrument is effective. If the derivative instrument does not qualify or is not designated
as part of a hedging relationship, then we account for changes in fair value of the derivative in earnings as they occur. Commodity price
volatility may have a significant impact on the gain or loss in any given period. For more information on fair value sensitivity and a discussion
of the market risk of pricing changes, see Item 7A, Quantitative and Qualitative Disclosures about Market Risk.

To minimize the risk of fluctuations in natural gas, NGLs and condensate prices, we periodically enter into futures, collars or swap transactions
in order to hedge anticipated purchases and sales of natural gas, NGLs, condensate, and fuel requirements. Interest-rate swaps are also used to
manage interest-rate risk. Under certain conditions, we designate these derivative instruments as a hedge of exposure to changes in fair values or
cash flow. For hedges of exposure to changes in cash flow, the effective portion of the gain or loss on the derivative instrument is reported
initially as a component of accumulated other comprehensive income (loss) and subsequently recorded to earnings when the forecasted
transaction affects earnings. Any ineffectiveness of designated hedges is reported in earnings during the period the ineffectiveness occurs. For
hedges of exposure to changes in fair value, the gain or loss on the derivative instrument is recognized in earnings during the period of change
together with the offsetting gain or loss on the hedged item attributable to the risk being hedged.

Upon election, many of our purchase and sale agreements that otherwise would be required to follow derivative accounting qualify as normal
purchases and normal sales under Statement 133 and are therefore exempt from fair value accounting treatment.

The presentation of settled derivative instruments on either a gross or net basis in our Consolidated Statements of Income is dependent on a
number of factors, including whether the derivative instrument is (i) held for trading purposes, (ii) financially settled, (iii) results in physical
delivery or services rendered, and (iv) qualifies for the normal purchase or sale exception as defined in Statement 133. In accordance with EITF
03-11, �Reporting Realized Gains and Losses on Derivative Instruments That Are Subject to FASB Statement No. 133 and not �Held for Trading�
as Defined in EITF Issue No. 02-3,� EITF 99-19, �Reporting Revenue Gross as a Principal versus Net as an Agent,� and Statement 133, we report
settled derivative instruments as follows:

� all financially settled derivative contracts are reported on a net basis,
� derivative instruments considered held for trading purposes that result in physical delivery are reported on a net basis,
� derivative instruments not considered held for trading purposes that result in physical delivery or services rendered are reported on a

gross basis, and
� derivatives that qualify for the normal purchase or sale exception as defined in Statement 133 are reported on a gross basis.

We apply the indicators in EITF 99-19 to determine the appropriate accounting treatment for non-derivative contracts that result in physical
delivery. See Note D of the Notes to Consolidated Financial Statements in this Annual Report on Form 10-K for more discussion of derivatives
and risk management activities.
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Impairment of Long-Lived Assets, Goodwill and Intangible Assets - We assess our long-lived assets for impairment based on Statement 144,
�Accounting for the Impairment or Disposal of Long-Lived Assets.� A long-lived asset is tested for impairment whenever events or changes in
circumstances indicate that its carrying amount may exceed its fair value. Fair values are based on the sum of the undiscounted future cash flows
expected to result from the use and eventual disposition of the assets.

We assess our goodwill and intangible assets for impairment at least annually based on Statement 142, �Goodwill and Other Intangible Assets.�
There were no impairment charges resulting from the July 1, 2007, impairment tests and no events indicating an impairment have occurred
subsequent to that date. An initial assessment is made by comparing the fair value of the operations with goodwill, as determined in accordance
with Statement 142, to the book value of each reporting unit. If the fair value is less than the book value, an impairment is indicated, and we
must perform a second test to measure the amount of the impairment. In the second test, we calculate the implied fair value of the goodwill by
deducting the fair value of all tangible and intangible net assets of the operations with goodwill from the fair value determined in step one of the
assessment. If the carrying value of the goodwill exceeds this calculated implied fair value of the goodwill, we will record an impairment charge.
At December 31, 2007, we had $600.7 million of goodwill recorded on our Consolidated Balance Sheet as shown below.

(Thousands of dollars)
ONEOK Partners $ 431,418
Distribution 157,953
Energy Services 10,255
Other 1,099
Total goodwill $ 600,725

Intangible assets with a finite useful life are amortized over their estimated useful life, while intangible assets with an indefinite useful life are
not amortized. All intangible assets are subject to impairment testing. Our ONEOK Partners segment had $443.0 million of intangible assets
recorded on our Consolidated Balance Sheet as of December 31, 2007, of which $287.5 million is being amortized over an aggregate
weighted-average period of 40 years, while the remaining balance has an indefinite life.

During 2006, we recorded a goodwill and asset impairment related to ONEOK Partners� Black Mesa Pipeline of $8.4 million and $3.6 million,
respectively, which were recorded as depreciation and amortization. The reduction to our net income, net of minority interests and income taxes,
was $3.0 million.

In the third quarter of 2005, we made the decision to sell our Spring Creek power plant, located in Oklahoma, and exit the power generation
business. In October 2005, we concluded that our Spring Creek power plant had been impaired and recorded an impairment expense of $52.2
million. This conclusion was based on our Statement 144 impairment analysis of the results of operations for this plant through September 30,
2005, and also the net sales proceeds from the anticipated sale of the plant. The sale was completed on October 31, 2006. This component of our
business is accounted for as discontinued operations in accordance with Statement 144. See �Discontinued Operations� on page 46 for additional
information.

Our total unamortized excess cost over underlying fair value of net assets accounted for under the equity method was $185.6 million as of
December 31, 2007 and 2006. Based on Statement 142, this amount, referred to as equity method goodwill, should continue to be recognized in
accordance with APB Opinion No. 18, �The Equity Method of Accounting for Investments in Common Stock.� Accordingly, we included this
amount in investment in unconsolidated affiliates on our accompanying Consolidated Balance Sheets.

Pension and Postretirement Employee Benefits - We have defined benefit retirement plans covering certain full-time employees. We sponsor
welfare plans that provide postretirement medical and life insurance benefits to certain employees who retire with at least five years of service.
Our actuarial consultant calculates the expense and liability related to these plans and uses statistical and other factors that attempt to anticipate
future events. These factors include assumptions about the discount rate, expected return on plan assets, rate of future compensation increases,
age and employment periods. In determining the projected benefit obligations and costs, assumptions can change from period to period and
result in material changes in the costs and liabilities we recognize. See Note J of the Notes to Consolidated Financial Statements in this Annual
Report on Form 10-K for additional information.
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Assumed health care cost trend rates have a significant effect on the amounts reported for our health care plans. A one-percentage point change
in assumed health care cost trend rates would have the following effects.

One-Percentage
Point

Increase
One-Percentage
Point Decrease

(Thousands of dollars)
Effect on total of service and interest cost $ 1,969 $ (1,665)
Effect on postretirement benefit obligation $ 20,685 $ (18,014)

During 2007, we recorded net periodic benefit costs of $29.1 million related to our defined benefit pension plans and $26.7 million related to
postretirement benefits. We estimate that in 2008, we will record net periodic benefit costs of $19.8 million related to our defined benefit
pension plan and $28.3 million related to postretirement benefits. In determining our estimated expenses for 2008, our actuarial consultant
assumed an 8.75 percent expected return on plan assets and a discount rate of 6.25 percent. A decrease in our expected return on plan assets to
8.50 percent would increase our 2008 estimated net periodic benefit costs by approximately $1.8 million for our defined benefit pension plan
and would not have a significant impact on our postretirement benefit plan. A decrease in our assumed discount rate to 6.00 percent would
increase our 2008 estimated net periodic benefit costs by approximately $2.5 million for our defined benefit pension plan and $0.7 million for
our postretirement benefit plan. For 2008, we anticipate our total contributions to our defined benefit pension plan and postretirement benefit
plan to be $3.1 million and $11.0 million, respectively, and the expected benefit payments for our postretirement benefit plan are estimated to be
$16.7 million.

Contingencies - Our accounting for contingencies covers a variety of business activities, including contingencies for legal and environmental
exposures. We accrue these contingencies when our assessments indicate that it is probable that a liability has been incurred or an asset will not
be recovered and an amount can be reasonably estimated in accordance with Statement 5, �Accounting for Contingencies.� We base our estimates
on currently available facts and our estimates of the ultimate outcome or resolution. Actual results may differ from our estimates resulting in an
impact, positive or negative, on earnings. See Note K of the Notes to Consolidated Financial Statements in this Annual Report on Form 10-K for
additional discussion of contingencies.

FINANCIAL AND OPERATING RESULTS

Consolidated Operations

Selected Financial Information - The following table sets forth certain selected financial information for the periods indicated.

Years Ended December 31,
Financial Results 2007 2006 2005

(Thousands of dollars)
Operating revenues, excluding energy trading revenues $ 13,488,027 $ 11,913,529 $ 12,663,550
Energy trading revenues, net (10,613) 6,797 12,680
Cost of sales and fuel 11,667,306 10,198,342 11,338,076
Net margin 1,810,108 1,721,984 1,338,154
Operating costs 761,510 740,767 619,995
Depreciation and amortization 227,964 235,543 183,394
Gain (loss) on sale of assets 1,909 116,528 269,040
Operating income $ 822,543 $ 862,202 $ 803,805

Equity earnings from investments $ 89,908 $ 95,883 $ 8,621
Allowance for equity funds used during construction $ 12,538 $ 2,205 $ -  
Interest Expense $ 256,325 $ 239,725 $ 147,608
Minority interests in income of consolidated subsidiaries $ 193,199 $ 222,000 $ -  
Operating Results - Net margin increased for 2007, compared with 2006, primarily due to the implementation of new rate schedules in Kansas
and Texas in our Distribution segment. Net margin was also positively impacted during 2007 by our ONEOK Partners segment due to its natural
gas liquids businesses, which benefited primarily from new supply connections that increased volumes gathered, transported, fractionated and
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natural gas liquids gathering and fractionation business benefiting from higher product price spreads and higher isomerization price spreads as
well as the incremental net margin related to the assets acquired from Kinder Morgan in October 2007. These increases were offset by decreased
transportation margins in our Energy Services segment and decreased net margin in ONEOK Partners� natural gas gathering and processing
business, primarily due to lower natural gas volumes processed as a result of contract terminations in late 2006.

For an explanation of energy trading revenues, net, see the discussion of our Energy Services segment beginning on page 43.

Consolidated operating costs increased for 2007, compared with 2006, primarily due to higher employee-related costs and the incremental
operating expenses associated with ONEOK Partners� acquisition of assets from Kinder Morgan in October 2007, coupled with increased bad
debt expense and higher property taxes in our Distribution segment. These increases were partially offset by lower litigation costs in our
ONEOK Partners segment and lower employee-related costs in our Distribution segment.

Depreciation and amortization decreased for 2007, compared with 2006, primarily due to a goodwill and asset impairment charge of $12.0
million recorded in the second quarter of 2006 related to Black Mesa Pipeline, which is included in our ONEOK Partners segment.

Gain (loss) on sale of assets decreased for 2007, compared with 2006, primarily due to the $113.9 million gain on sale of a 20 percent
partnership interest in Northern Border Pipeline recorded in the second quarter of 2006 in our ONEOK Partners segment.

Equity earnings from investments decreased for 2007, compared with 2006, primarily due to the decrease in ONEOK Partners� share of Northern
Border Pipeline�s earnings from 70 percent in the first quarter of 2006 to 50 percent beginning in the second quarter of 2006.

Allowance for equity funds used during construction increased for 2007, compared with 2006, due to ONEOK Partners� capital projects, which
are discussed beginning on page 31.

Interest expense increased for 2007, primarily due to the additional borrowings by ONEOK Partners to complete the April 2006 transactions
with us. The additional borrowings resulted in $21.3 million in higher interest expense in the first quarter of 2007 compared with the same
period in 2006. Increased interest expense was partially offset by lower interest expense on short-term debt of $11.8 million during 2007,
compared with the same period in 2006, as a result of the proceeds from the sale of assets to ONEOK Partners, which reduced short-term debt.

Minority interest in income of consolidated subsidiaries for 2007 and 2006 reflects the remaining 54.3 percent of ONEOK Partners that we do
not own. For 2007, minority interest was lower due to the $113.9 million gain on sale of a 20 percent partnership interest in Northern Border
Pipeline recorded in the second quarter of 2006 in our ONEOK Partners segment. Additionally, minority interest in net income of consolidated
subsidiaries for our ONEOK Partners� segment for 2006 included the 66-2/3 percent interest in Guardian Pipeline that ONEOK Partners did not
own until April 2006. ONEOK Partners owned 100 percent of Guardian Pipeline beginning in April 2006, resulting in no minority interest in
income of consolidated subsidiaries related to Guardian Pipeline after March 31, 2006.

Net margin increased for 2006, compared with 2005, primarily due to:

� the consolidation of our investment in ONEOK Partners as required by EITF 04-5,
� the effect of the natural gas liquids assets acquired from Koch in our ONEOK Partners segment,
� strong commodity prices, higher gross processing spreads and increased natural gas transportation revenue in our ONEOK Partners

segment, and
� improved natural gas basis differentials on transportation contracts, net of hedging activities, in our Energy Services segment.

Consolidated operating costs for 2006 increased, compared with 2005, primarily because of consolidation of the legacy ONEOK Partners
operations and the natural gas liquids assets acquired in 2005, offset by the sale of the Texas natural gas gathering and processing assets in
December 2005.

Depreciation and amortization increased for 2006, compared with 2005, primarily due to the consolidation of the legacy ONEOK Partners
operations, the Black Mesa Pipeline impairment, and the costs associated with the natural gas liquids assets acquired from Koch.
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Operating income for 2006 includes the gain on sale of assets of $113.9 million related to ONEOK Partners� sale of a 20 percent partnership
interest in Northern Border Pipeline to TC PipeLines in April 2006. Operating income for 2005 includes the gain on sale of assets in our
ONEOK Partners segment of $264.2 million. This gain was the result of the sale of certain natural gas gathering and processing assets located in
Texas to a subsidiary of Eagle Rock Energy, Inc. in December 2005. For additional information, see discussion on page 30.

Equity earnings from investments increased $87.3 million in 2006, compared with 2005, primarily as a result of our adoption of EITF 04-5 as of
January 1, 2006, which resulted in our consolidation of ONEOK Partners. ONEOK Partners holds various investments in unconsolidated
affiliates, including a 50 percent interest in Northern Border Pipeline. Prior to January 1, 2006, ONEOK Partners was accounted for as an
investment under the equity method.

Minority interests in income of consolidated subsidiaries, which reflects the remaining 54.3 percent of ONEOK Partners that we do not own,
increased $222.0 million in 2006, compared with 2005, as a result of our 2006 adoption of EITF 04-5.

Additional information regarding our results of operations is provided in the discussion of each segment�s results. The discontinued component is
discussed in our Discontinued Operations and Energy Services segment sections.

Key Performance Indicators - Key performance indicators reviewed by management include:

� earnings per share,
� return on invested capital, and
� shareholder appreciation.

For 2007, our basic and diluted earnings per share from continuing operations were $2.84 and $2.79, respectively, representing a 4 percent
increase in basic earnings per share and a 4 percent increase in diluted earnings per share from continuing operations compared with 2006. For
2006, our basic and diluted earnings per share from continuing operations were $2.74 and $2.68, respectively, representing a 32 percent decrease
in basic earnings per share and a 28 percent decrease in diluted earnings per share from continuing operations compared with 2005. Return on
invested capital was 14 percent in 2007 and 2006 compared with 23 percent in 2005. Our 2006 results include the impact from the gain on the
sale of a 20 percent interest in Northern Border Pipeline. The significantly higher earnings per share results in 2005 are primarily related to the
gain on the sale of our Texas gathering and processing assets; this gain on sale, coupled with the gain on the sale of our production assets,
increased our return on invested capital in 2005.

To evaluate shareholder appreciation, we compare the total return of an investment in our stock with the total return of an investment in the
stock of our peer companies. For the year ended December 31, 2007, we ranked third in this shareholder appreciation calculation when
compared with our peers.

ONEOK Partners

Overview - Effective January 1, 2006, we were required to consolidate ONEOK Partners� operations in our consolidated financial statements
under EITF 04-5, and we elected to use the prospective method. In April 2006, we sold certain assets comprising our former gathering and
processing, natural gas liquids, and pipelines and storage segments to ONEOK Partners for approximately $3 billion, including $1.35 billion in
cash before adjustments, and approximately 36.5 million Class B limited partner units in ONEOK Partners. These former segments are included
in our ONEOK Partners segment for all periods presented. We own 45.7 percent of ONEOK Partners; the remaining interest in ONEOK
Partners is reflected as minority interest in income of consolidated subsidiaries on our Consolidated Statements of Income.

ONEOK Partners gathers and processes natural gas and fractionates NGLs primarily in the Mid-Continent and Rocky Mountain regions.
ONEOK Partners� operations include the gathering of natural gas production from oil and natural gas wells. Through gathering systems, these
volumes are aggregated and treated or processed to remove water vapor, solids and other contaminants, and to extract NGLs in order to provide
marketable natural gas, commonly referred to as residue gas. When the liquids are separated from the raw natural gas at the processing plants,
the liquids are generally in the form of a mixed, unfractionated NGL stream.

ONEOK Partners also gathers, treats, fractionates, transports and stores NGLs. ONEOK Partners� natural gas liquids gathering pipelines deliver
unfractionated NGLs gathered from natural gas processing plants located in Oklahoma, Kansas and the Texas panhandle to fractionators it owns
in Oklahoma, Kansas and Texas. ONEOK Partners� NGL distribution assets connect the key NGL market centers in Conway, Kansas, and Mont
Belvieu, Texas, as well as the Midwest markets near Chicago, Illinois.
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ONEOK Partners operates interstate and intrastate natural gas transmission pipelines, natural gas storage facilities and non-processable natural
gas gathering facilities. ONEOK Partners� interstate assets transport natural gas through FERC-regulated interstate natural gas pipelines. ONEOK
Partners� intrastate natural gas pipeline assets access the major natural gas producing areas and transport natural gas throughout Oklahoma,
Kansas and Texas. ONEOK Partners� owns or reserves storage capacity in underground natural gas storage facilities in Oklahoma, Kansas and
Texas.

Acquisition and Divestitures - The following acquisition and divestitures are described beginning on page 75.

� In October 2007, ONEOK Partners completed the acquisition of an interstate natural gas liquids and refined petroleum products
pipeline system and related assets from a subsidiary of Kinder Morgan for approximately $300 million, before working capital
adjustments. The system extends from Bushton and Conway, Kansas, to Chicago, Illinois, and transports, stores and delivers a full
range of NGL and refined petroleum products. The FERC-regulated system spans 1,627 miles and has a capacity to transport up to
134 MBbl/d. The transaction includes approximately 978 MBbl of owned storage capacity, eight NGL terminals and a 50 percent
ownership of Heartland.

� In April 2006, ONEOK Partners completed the sale of a 20 percent partnership interest in Northern Border Pipeline to TC PipeLines.
ONEOK Partners and TC PipeLines each now own a 50 percent interest in Northern Border Pipeline, and an affiliate of TransCanada
became operator of the pipeline in April 2007.

� In April 2006, we sold certain assets comprising our former gathering and processing, natural gas liquids, and pipelines
and storage segments to ONEOK Partners for approximately $3 billion, including $1.35 billion in cash, before
adjustments, and approximately 36.5 million Class B limited partner units in ONEOK Partners. The Class B limited
partner units and the related general partner interest contribution were valued at approximately $1.65 billion. We also
purchased, through ONEOK Partners GP, from an affiliate of TransCanada, 17.5 percent of the general partner interest in
ONEOK Partners for $40 million. This purchase resulted in our owning the entire 2 percent general partner interest in
ONEOK Partners.

� In April 2006, our ONEOK Partners segment acquired the 66-2/3 percent interest in Guardian Pipeline not previously
owned by ONEOK Partners for approximately $77 million, increasing its ownership interest to 100 percent.

� In December 2005, we sold our natural gas gathering and processing assets located in Texas. This sale included approximately 3,700
miles of pipe and six processing plants with a capacity of 0.2 Bcf/d. The impact of these assets on our ONEOK Partners segment�s
operating income for the year ended December 31, 2005, was a decrease of $42.0 million. Additionally, we sold approximately 10
miles of non-contiguous, natural gas gathering pipelines in Texas.

� In July 2005, we acquired natural gas liquids businesses from Koch. We also acquired Koch Vesco Holdings, LLC, an entity, which
owns a 10.2 percent interest in Venice Energy Services Company, L.L.C. Venice Energy Services Company, L.L.C. owns a gas
processing complex near Venice, Louisiana.

Selected Financial and Operating Information - The following tables set forth certain selected financial and operating information for our
ONEOK Partners segment for the periods indicated.

Years Ended December 31,
Financial Results 2007 2006 2005

(Thousands of dollars)
Revenues $ 5,831,558 $ 4,738,248 $ 4,334,599
Cost of sales and fuel 4,935,665 3,894,700 3,787,830
Net margin 895,893 843,548 546,769
Operating costs 337,356 325,774 220,171
Depreciation and amortization 113,704 122,045 67,411
Gain on sale of assets 1,950 115,483 264,579
Operating income $ 446,783 $ 511,212 $ 523,766

Equity earnings from investments $ 89,908 $ 95,883 $ (1,511)
Allowance for equity funds used during construction $ 12,538 $ 2,205 $ -  
Minority interests in income of consolidated subsidiaries $ 416 $ 2,392 $ -  
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Years Ended December 31,
Operating Information 2007 2006 2005
Natural gas gathered (BBtu/d) 1,171 1,168 1,077
Natural gas processed (BBtu/d) 621 988 1,117
Natural gas transported (MMcf/d) 3,579 3,634 1,333
Natural gas sales (BBtu/d) 281 302 334
Natural gas liquids gathered (MBbl/d) 228 206 191 (a)
Natural gas liquids sales (MBbl/d) 231 207 207
Natural gas liquids fractionated (MBbl/d) 356 313 292 (a)
Natural gas liquids transported (MBbl/d) 299 200 187 (a)
Capital expenditures (Thousands of dollars) $ 709,858 $ 201,746 $ 56,255
Conway-to-Mount Belvieu OPIS average spread
Ethane/Propane mixture ($/gallon) $ 0.06 $ 0.05 $ 0.05
Realized composite NGL sales prices ($/gallon) (b) $ 1.06 $ 0.93 $ 0.89
Realized condensate sales price ($/Bbl) (b) $ 67.35 $ 57.84 $ 52.69
Realized natural gas sales price ($/MMBtu) (b) $ 6.21 $ 6.31 $ 7.30
Realized gross processing spread ($/MMBtu) (b) $ 5.21 $ 5.05 $ 2.77
(a) - Data presented for 2005 represents the per day results of operations from July 1, 2005.
(b) - Statistics relate to our natural gas gathering and processing business.

Operating results - We began consolidating our investment in ONEOK Partners as of January 1, 2006, in accordance with EITF 04-5. We
elected to use the prospective method, which results in our consolidated financial results and operating information including data for the legacy
ONEOK Partners operations beginning January 1, 2006. For additional information, see �Significant Accounting Policies� in Note A of the Notes
to Consolidated Financial Statements in this Annual Report on Form 10-K.

Net margin increased by $52.3 million in 2007, compared with 2006, primarily due to the following:

� increased performance of ONEOK Partners� natural gas liquids businesses, which benefited primarily from new supply connections
that increased volumes gathered, transported, fractionated and sold,

� higher NGL product price spreads and higher isomerization price spreads in ONEOK Partners� natural gas liquids gathering and
fractionation business,

� the incremental net margin related to the acquisition of assets from Kinder Morgan in October 2007 in ONEOK Partners� natural gas
liquids pipelines business, and

� increased storage margins in ONEOK Partners� natural gas pipelines business, that was partially offset by
� decreased natural gas processing and transportation margins in ONEOK Partners� natural gas businesses resulting primarily from lower

throughput, higher fuel costs and lower natural gas volumes processed as a result of various contract terminations.
Operating costs increased by $11.6 million during 2007, compared with 2006, primarily due to higher employee-related costs and the
incremental operating expenses associated with the assets acquired from Kinder Morgan, partially offset by lower litigation costs.

Depreciation and amortization decreased by $8.3 million during 2007, compared with 2006, primarily due to a goodwill and asset impairment
charge of $12.0 million recorded in the second quarter of 2006 related to Black Mesa Pipeline.

Gain on sale of assets decreased by $113.5 million during 2007, compared with 2006, primarily due to the $113.9 million gain on the sale of a
20 percent partnership interest in Northern Border Pipeline recorded in the second quarter of 2006.

Equity earnings from investments for 2007 and 2006 primarily include earnings from ONEOK Partners� interest in Northern Border Pipeline. The
decrease of $6.0 million during 2007, compared with 2006, is primarily due to the decrease in ONEOK Partners� share of Northern Border
Pipeline�s earnings from 70 percent in the first quarter of 2006 to 50 percent beginning in the second quarter of 2006. See page 75 for discussion
of the disposition of the 20 percent partnership interest in Northern Border Pipeline.

Allowance for equity funds used during construction increased for 2007, compared with 2006, due to ONEOK Partners� capital projects, which
are discussed beginning on page 31.
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Minority interest in income of consolidated subsidiaries decreased $2.0 million during 2007, compared with 2006, primarily due to our
acquisition of the remaining interest in Guardian Pipeline. Minority interest in net income of consolidated subsidiaries for our ONEOK Partners�
segment for 2006 included the 66-2/3 percent interest in Guardian Pipeline that ONEOK Partners did not own until April 2006. ONEOK
Partners owned 100 percent of Guardian Pipeline beginning in April 2006, resulting in no minority interest in income of consolidated
subsidiaries related to Guardian Pipeline after March 31, 2006.

The increase of $508.1 million in capital expenditures during 2007, compared with 2006, is driven primarily by ONEOK Partners� capital
projects that are discussed beginning on page 31.

Net margin increased by $296.8 million for 2006, compared with 2005, primarily due to:

� an increase of $191.1 million from the legacy ONEOK Partners operations, which were consolidated beginning January 1, 2006,
� an increase of $101.8 million related to net margins on natural gas liquids gathering and distribution pipelines acquired from Koch in

July 2005,
� an increase of $72.1 million from the operations of the assets ONEOK Partners acquired from us in April 2006, driven primarily by

strong commodity prices, higher gross processing spreads and increased natural gas transportation revenues, and
� a decrease of $80.5 million resulting from the sale of natural gas gathering and processing assets located in Texas in December 2005.

The increase in operating costs of $105.6 million for 2006, compared with 2005, is primarily related to the consolidation of the legacy ONEOK
Partners operations as of January 1, 2006, and the natural gas liquids assets acquired in 2005, offset by the sale of the Texas natural gas
gathering and processing assets in December 2005.

Depreciation and amortization expense increased by $54.6 million for 2006, compared with 2005, primarily due to $37.9 million related to the
consolidation of the legacy ONEOK Partners operations, $12.0 million for the Black Mesa Pipeline impairment and $15.5 million for the
acquisition of natural gas liquids assets from Koch in 2005. These increases were offset by an $8.2 million decrease resulting from the December
2005 sale of natural gas gathering and processing assets located in Texas.

Operating income for 2006 includes the gain on sale of assets of $113.9 million related to ONEOK Partners� sale of a 20 percent partnership
interest in Northern Border Pipeline to TC PipeLines in April 2006. Operating income for 2005 includes a $264.2 million gain on the sale of the
natural gas gathering and processing assets located in Texas to a subsidiary of Eagle Rock Energy, Inc. in December 2005. See Note B of the
Notes to Consolidated Financial Statements in this Annual Report on Form 10-K for additional information.

The increase in equity earnings from investments of $97.4 million for 2006, compared with 2005, resulted primarily from ONEOK Partners� 50
percent interest in Northern Border Pipeline and gathering and processing joint venture interests in the Powder River and Wind River Basins.

The $145.5 million increase in capital expenditures for 2006, compared with 2005, is primarily related to $80.4 million in expenditures by
ONEOK Partners� legacy operations and $36.7 million in expenditures related to Overland Pass Pipeline Company.

For a discussion of market risk, see Item 7A, Quantitative and Qualitative Disclosures About Market Risk in this Annual Report on Form 10-K.
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Distribution

Overview - Our Distribution segment provides natural gas distribution services to over two million customers in Oklahoma, Kansas and Texas
through Oklahoma Natural Gas, Kansas Gas Service and Texas Gas Service, respectively. We serve residential, commercial, industrial and
transportation customers in all three states. In addition, our distribution companies in Oklahoma and Kansas serve wholesale customers, and in
Texas we serve public authority customers.

Selected Financial Information - The following table sets forth certain selected financial information for our Distribution segment for the
periods indicated.

Years Ended December 31,
Financial Results 2007 2006 2005

(Thousands of dollars)
Gas sales $ 1,976,330 $ 1,836,862 $ 2,094,126
Transportation revenues 87,301 88,306 94,160
Cost of gas 1,435,415 1,358,402 1,628,507
Gross margin 628,216 566,766 559,779
Other revenues 35,432 33,031 27,921
Net margin 663,648 599,797 587,700
Operating costs 377,778 371,460 360,351
Depreciation and amortization 111,615 110,858 113,437
Gain (loss) on sale of assets (56) 18 5
Operating income $ 174,199 $ 117,497 $ 113,917

Operating Results - Net margin increased by $63.9 million during 2007, compared with 2006, primarily due to:

� an increase of $55.2 million resulting from the implementation of new rate schedules, which includes $51.1 million in Kansas and
$4.1 million in Texas and

� an increase of $8.0 million from higher customer sales volumes as a result of a return to more normal weather in our entire service
territory.

Operating costs increased $6.3 million during 2007, compared with 2006, primarily due to:

� an increase of $4.8 million in bad debt expense primarily in Oklahoma,
� an increase of $5.3 million due to higher property taxes in Kansas, and
� a decrease of $4.0 million in labor and employee benefit costs.

Net margin increased $12.1 million for 2006, compared with 2005, due to:

� an increase of $42.3 million resulting from the implementation of new rate schedules, which was made up of $39.7 million in
Oklahoma and $2.6 million in Texas,

� a decrease of $19.0 million primarily due to expiring riders and lower volumetric rider collections in Oklahoma,
� a decrease of $10.0 million in customer sales due to warmer weather in our entire service territory, and
� a decrease of $1.8 million due to reduced wholesale volumes in Kansas.

Operating costs increased $11.1 million for 2006, compared with 2005, due to:

� an increase of $17.2 million in labor and employee benefit costs,
� an increase of $1.7 million due to increased property taxes, partially offset by
� a decrease of $7.6 million in bad debt expense.

Depreciation and amortization decreased $2.6 million for 2006, compared with 2005, primarily due to:

� a decrease of $2.8 million in cathodic protection and service line amortization in Oklahoma from a limited issue rider which expired in
the second quarter of 2005,

� a decrease of $2.9 million related to the replacement of our field customer service system in Texas during the first quarter of 2005, and
� an offsetting increase of $2.3 million for depreciation expense related to our investment in property, plant and equipment.
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Selected Operating Data - The following tables set forth certain selected financial and operating information for our Distribution segment for
the periods indicated.

Years Ended December 31,
Operating Information 2007 2006 2005
Average number of customers 2,050,767 2,031,551 2,018,900
Customers per employee 732 713 689
Capital expenditures (Thousands of dollars) $ 162,044 $ 159,026 $ 143,765

Years Ended December 31,
Volumes (MMcf) 2007 2006 2005
Gas sales
Residential 121,587 110,123 122,010
Commercial 37,295 34,865 39,294
Industrial 1,758 1,624 2,432
Wholesale 13,231 29,263 33,521
Public Authority 2,679 2,520 2,559
Total volumes sold 176,550 178,395 199,816
Transportation 204,049 200,828 252,180
Total volumes delivered 380,599 379,223 451,996

Years Ended December 31,
Margin 2007 2006 2005
Gas Sales (Thousands of dollars)
Residential $ 440,836 $ 390,229 $ 373,812
Commercial 99,521 88,752 93,014
Industrial 2,330 2,867 3,103
Wholesale 1,212 4,826 6,672
Public Authority 3,675 3,188 3,069
Gross margin on gas sales 547,574 489,862 479,670
Transportation 80,642 76,904 80,109
Gross margin $ 628,216 $ 566,766 $ 559,779

Residential and commercial volumes increased during 2007, compared with 2006, primarily due to a return to more normal weather from the
unseasonably warm weather in 2006.

Residential, commercial and industrial volumes decreased in 2006, compared with 2005, due to warmer weather, primarily in the first quarter of
2006, which affects residential and commercial customers.

Wholesale sales represent contracted gas volumes that exceed the needs of our residential, commercial and industrial customer base and are
available for sale to other parties. Wholesale volumes decreased during 2007, compared with 2006 and 2005, due to reduced volumes available
for sale.

Public authority natural gas volumes reflect volumes used by state agencies and school districts served by Texas Gas Service.

Capital Expenditures - Our capital expenditure program includes expenditures for extending service to new areas, modifying customer service
lines, increasing system capabilities, general replacements and improvements. It is our practice to maintain and periodically upgrade facilities to
assure safe, reliable and efficient operations. Our capital expenditure program included $50.6 million, $54.9 million and $38.6 million for new
business development in 2007, 2006 and 2005, respectively. Capital expenditures for new business development in 2007 was impacted by
delayed housing starts due to wetter than normal weather and a decrease in housing permits in Oklahoma. Increased new customer installation in
the Austin and El Paso areas of Texas and the Tulsa and Oklahoma City areas of Oklahoma were primarily responsible for the increase in new
business capital expenditures during 2006, compared with 2005.
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Regulatory Initiatives

Oklahoma - On August 17, 2007, Oklahoma Natural Gas filed an application for authorization of a capital investment recovery mechanism as a
means to more timely recover and earn a rate of return on the capital investments made for maintaining its distribution system. A joint
stipulation was agreed to and signed by all parties in January 2008. This joint stipulation will allow Oklahoma Natural Gas to collect the
carrying costs associated with non-revenue producing capital expenditures between rate filings. A general hearing on this matter was held on
February 15, 2008. The rates are expected to generate approximately $7.6 million in revenues and are expected to be in place in March 2008.

Oklahoma Natural Gas was recently authorized by the OCC to implement a natural gas hedge program as a three-year pilot program, with up to
$10 million per year in hedge costs to be recovered from customers.

In a 2005 rate filing, the parties stipulated that transmission pipeline Integrity Management Program (IMP) costs incurred in compliance with the
Federal Pipeline Safety Improvement Act of 2002 should be addressed in a subsequent proceeding, and in an order issued in October of 2005,
the OCC authorized Oklahoma Natural Gas to defer such costs (inclusive of operations and maintenance expense, depreciation, ad valorem taxes
and a rate of return). On January 31, 2007, Oklahoma Natural Gas filed an application with the OCC seeking recovery of these costs. On
August 31, 2007, the OCC issued an order approving a stipulation of the parties, which provides recovery of $7.2 million in IMP deferrals
incurred as of July 31, 2007. The 2008 IMP application was made at the OCC on January 31, 2008, and covered the IMP deferrals for the
months of August through December 2007, and the true-ups associated with the prior recovery period. This filing also requested $7.2 million to
be recovered with a new IMP billing rate to be put in place in July 2008. Oklahoma Natural Gas will continue to defer IMP costs as they are
incurred and will file a new application each year for recovery of any additional costs.

Kansas - In October 2006, Kansas Gas Service reached a settlement with the KCC staff and all other parties to increase annual revenues by
approximately $52 million. The terms of the settlement were approved by the KCC in November 2006. The rate increase is effective for services
rendered on or after January 1, 2007.

Texas - In August 2007, Texas Gas Service filed for a rate adjustment with the city of El Paso and the municipalities of Anthony, Clint, Horizon
City, Socorro and Vinton. Texas Gas Service requested a total increase of $5.5 million. On February 5, 2008, the El Paso City Council approved
a rate increase of approximately $3.1 million. The increase is effective for meters read on or after February 15, 2008.

Texas Gas Service has received several regulatory approvals to implement rate increases in various municipalities in Texas. A total of $1.7
million in annual rate increases were approved and implemented in the fourth quarter of 2007. A total of $5.5 million in annual rate increases
were approved and implemented in 2006.

General - Certain costs to be recovered through the ratemaking process have been recorded as regulatory assets in accordance with Statement
71, �Accounting for the Effects of Certain Types of Regulation.� Should recovery cease due to regulatory actions, certain of these assets may no
longer meet the criteria of Statement 71 and, accordingly, a write-off of regulatory assets and stranded costs may be required.

Energy Services

Overview - Our Energy Services segment�s primary focus is to create value for our customers by delivering physical natural gas products and
risk management services through our network of contracted transportation and storage capacity and natural gas supply. These services include
meeting our customers� baseload, swing and peaking natural gas commodity requirements on a year-round basis. To provide these bundled
services, we lease storage and transportation capacity. Our total storage capacity under lease is 96 Bcf, with maximum withdrawal capability of
2.4 Bcf/d and maximum injection capability of 1.6 Bcf/d. Our current transportation capacity is 1.8 Bcf/d. Our contracted storage and
transportation capacity connects the major supply and demand centers throughout the United States and into Canada. With these contracted
assets, our business strategies include identifying, developing and delivering specialized services and products for value to our customers, which
are primarily LDCs, electric utilities, and commercial and industrial end users. Our storage and transportation capacity allows us opportunities to
optimize these positions through our application of market knowledge and risk management skills.

Our Energy Services segment regularly conducts business with ONEOK Partners, our 45.7 percent owned affiliate, which comprises our
ONEOK Partners segment. This segment also conducts business with our Distribution segment. These services are provided under agreements
with market-based terms.
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Selected Financial and Operating Information - The following tables set forth certain selected financial and operating information for our
Energy Services segment for the periods indicated.

Years Ended December 31,
Financial Results 2007 2006 2005

(Thousands of dollars)
Energy and power revenues $ 6,639,884 $ 6,328,893 $ 8,345,091
Energy trading revenues, net (10,613) 6,797 12,680
Other revenues 132 117 980
Cost of sales and fuel 6,382,001 6,061,989 8,152,391
Net margin 247,402 273,818 206,360
Operating costs 39,920 42,464 38,719
Depreciation and amortization 2,147 2,149 2,071
Operating income $ 205,335 $ 229,205 $ 165,570

Years Ended December 31,
Operating Information 2007 2006 2005
Natural gas marketed (Bcf) 1,191 1,132 1,191
Natural gas gross margin ($/Mcf) $ 0.19 $ 0.22 $ 0.14
Physically settled volumes (Bcf) 2,370 2,288 2,387
Capital expenditures (Thousands of dollars) $ 158 $ -  $ 159

Operating Results - Net margin decreased by $26.4 million during 2007, compared with 2006, primarily due to:

� a decrease of $22.0 million in transportation margins, net of hedging activities, associated with changes in the unrealized fair value of
derivative instruments and the impact of a force majeure event on the Cheyenne Plains Gas Pipeline, as more fully described below,

� a decrease of $5.0 million in retail activities from lower physical margins due to market conditions and increased competition,
� a decrease of $4.3 million in financial trading margins, that was partially offset by
� an increase of $4.9 million in storage and marketing margins, net of hedging activities, related to:

o an increase in physical storage margins, net of hedging activity, due to higher realized seasonal storage spreads and
optimization activities, partially offset by

o a decrease in marketing margins, and
o a net increase in the cost associated with managing our peaking and load following services, slightly offset by higher demand

fees collected for these services.
In September 2007, a portion of the volume contracted under our firm transportation agreement with Cheyenne Plains Gas Pipeline Company
was curtailed due to a fire at a Cheyenne Plains pipeline compressor station. The fire damaged a significant amount of instrumentation and
electrical wiring, causing Cheyenne Plains Gas Pipeline Company to declare a force majeure event on the pipeline. This firm commitment was
hedged in accordance with Statement 133. The discontinuance of fair value hedge accounting on the portion of the firm commitment that was
impacted by the force majeure event, resulted in a loss of approximately $5.5 million that was recognized in the third quarter. In addition, we
incurred a margin loss of approximately $2.4 million in late 2007 on our actual physical transportation. We have filed a claim with our insurance
carriers under our business interruption policy for reimbursement of losses incurred during the Cheyenne Plains pipeline capacity curtailments,
which is currently being processed. Cheyenne Plains Gas Pipeline Company resumed full operations in November 2007.

Operating costs decreased $2.5 million in 2007, compared with 2006, primarily due to decreased legal and employee-related costs, and reduced
ad-valorem tax expense.

Net margin increased $67.5 million for 2006, compared with 2005, primarily due to:

� an increase of $58.0 million in transportation margins, net of hedging activities, primarily due to improved natural gas basis
differentials between Mid-Continent and Gulf Coast regions,

� an increase of $7.1 million in our natural gas trading operations primarily associated with favorable basis spread and fixed-price
movement in our basis trading and fixed-price portfolios,

� a net increase of $0.9 million related to storage and marketing margins primarily due to:
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o an increase of $7.1 million due to improved physical storage and marketing margins, net of hedging activities, and increased
demand fees and optimization activities associated with peaking services, partially offset by,

o a decrease of $6.2 million related to power margins associated with a tolling transaction that expired December 31, 2005, and
� an increase of $1.5 million in retail activities due to improved physical margins.

Operating costs increased $3.7 million in 2006, compared with 2005, primarily due to increased employee-related costs.

Natural gas volumes marketed increased during 2007, compared with 2006, due to an increase in sales activity in the southeastern United States
in the third quarter of 2007. Natural gas volumes were also impacted by a 14 percent increase in heating degree days in our service territory,
compared with the same period in 2006.

Natural gas volumes marketed decreased for 2006, compared with 2005, primarily due to higher storage injections in the second and third
quarters of 2006, warmer temperatures in the majority of our service territory in the first and fourth quarters of 2006, and decreased sales in our
Canadian operations.

Our natural gas in storage at December 31, 2007, was 66.7 Bcf, compared with 74.1 Bcf at December 31, 2006. At December 31, 2007, our total
natural gas storage capacity under lease was 96 Bcf, compared with 86 Bcf at December 31, 2006.

The acquisition of natural gas storage capacity has become more competitive as a result of new entrants, increases in the spread between summer
and winter natural gas prices, and natural gas price volatility. The increased demand for storage capacity has resulted in an increase in both the
cost of leasing storage capacity and the required term of the lease. Longer terms for our storage capacity leases could result in significant
increases in our contractual commitments which are shown on page 52.

The following table shows the margins by activity for the periods indicated.

Years Ended December 31,
2007 2006 2005

(Thousands of dollars)
Marketing and storage, gross $ 409,051 $ 414,951 $ 350,227
Less: Storage and transportation costs (191,863) (180,708) (174,838)
Marketing and storage, net 217,188 234,243 175,389
Retail marketing 13,990 19,006 17,526
Financial trading 16,224 20,569 13,445
Net margin $ 247,402 $ 273,818 $ 206,360

Marketing and storage activities, net, primarily include physical marketing, purchases and sales, firm storage and transportation capacity
expense, including the impact of cash flow and fair value hedges, and other derivative instruments used to manage our risk associated with these
activities. The combination of owning supply, controlling strategic assets and risk management services allows us to provide commodity-diverse
products and services to our customers such as peaking and load following services.

Retail marketing includes revenues from providing physical marketing and supply services coupled with risk management services to residential
and small commercial and industrial customers.

Financial trading margin includes activities that are generally executed using financially settled derivatives. These activities are normally short
term in nature, with a focus of capturing short-term price volatility. Energy trading revenues, net, in our Consolidated Income Statements
includes financial trading margins, as well as certain physical natural gas transactions with our trading counterparties. Revenues and cost of sales
and fuel from such physical transactions are required to be reported on a net basis.
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Contingencies

Legal Proceedings - We are a party to various litigation matters and claims that are normal in the course of our operations. While the results of
litigation and claims cannot be predicted with certainty, we believe the final outcome of such matters will not have a material adverse effect on
our consolidated results of operations, financial position, or liquidity.

Other - As a result of an internal review of a transaction that was brought to the attention of one of our affiliates by a third party, we have
commenced an internal review of transactions that may have violated FERC capacity release rules or related rules. While our internal review is
ongoing, we believe it is likely that a limited number of these transactions will have violated FERC capacity release rules or related rules. We
have notified the FERC of this review and expect to file a report with the FERC by mid-March 2008 concerning any violations. At this time, we
do not believe that penalties, if any, associated with potential violations will have a material impact on our results of operations, financial
position or liquidity.

DISCONTINUED OPERATIONS

Overview - In September 2005, we completed the sale of our former production segment to TXOK Acquisition, Inc. for $645 million, before
adjustments, and recognized a pre-tax gain on the sale of approximately $240.3 million. The gain reflects the cash received less adjustments,
selling expenses and the net book value of the assets sold. The proceeds from the sale were used to reduce debt.

Additionally, in the third quarter of 2005, we made the decision to sell our Spring Creek power plant, located in Oklahoma, and exit the power
generation business. In October 2005, we concluded that our Spring Creek power plant had been impaired and recorded an impairment expense
of $52.2 million. We subsequently entered into an agreement to sell our Spring Creek power plant to Westar Energy, Inc. for $53 million. The
transaction received FERC approval and the sale was completed on October 31, 2006.

At the time of the sale, we retained a contract with the Oklahoma Municipal Power Authority (OMPA) that required us to provide OMPA with
75 megawatts of firm capacity per month for a monthly fixed charge of approximately $0.4 million through December 31, 2015. To fulfill our
obligations under this contract, we entered into an agreement with Westar to purchase 75 megawatts of firm capacity on the same terms as our
agreement with OMPA. In an arbitration ruling dated October 11, 2007, our contract with OMPA was terminated as of that date, and we were
awarded payment for our services through that date. We are currently evaluating our alternatives with respect to our contract with Westar.

These components of our business are accounted for as discontinued operations. Accordingly, amounts in our consolidated financial statements
and related notes for all periods shown relating to our former production segment and our power generation business are reflected as
discontinued operations. The sale of our former production segment and the sale of our power generation business are in line with our business
strategy to sell assets when deemed to be less strategic or as other conditions warrant.

Selected Financial Information - The amounts of revenue, costs and income taxes reported in discontinued operations are shown in the table
below for the periods indicated.

Years Ended December 31,
2006 2005
(Thousands of dollars)

Operating revenues $ 10,646 $ 135,213
Cost of sales and fuel 7,393 38,398
Net margin 3,253 96,815
Impairment expense -  52,226
Operating costs 837 24,302
Depreciation and amortization -  17,919
Operating income 2,416 2,368
Other income (expense), net -  252
Interest expense 3,013 12,588
Income taxes (232) (3,788)
Income (loss) from operations of discontinued components, net $ (365) $ (6,180)
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LIQUIDITY AND CAPITAL RESOURCES

General - Part of our strategy is to grow through acquisitions and internally generated growth projects that strengthen and complement our
existing assets. We have relied primarily on operating cash flow, borrowings from commercial paper and credit agreements, and issuance of debt
and equity in the capital markets for our liquidity and capital resource requirements. We expect to continue to use these sources for liquidity and
capital resource needs on both a short- and long-term basis.

Beginning in 2007 and continuing in 2008, the capital markets have been impacted by macroeconomic, liquidity and other recessionary
concerns. During this period, ONEOK and ONEOK Partners have continued to have access to ONEOK�s commercial paper program and the
ONEOK Partners Credit Agreement, respectively, to fund short-term liquidity needs. Additionally, ONEOK Partners issued $600 million of
long-term debt in September 2007. We anticipate that our existing capital resources, ability to obtain financing and cash flow generated from
future operations will enable us to maintain our current level of operations and our planned operations including capital expenditures for the
foreseeable future. We have no material guarantees of debt or other similar commitments to unaffiliated parties.

During 2007 and 2006, our capital expenditures were financed through operating cash flows and short- and long-term debt. Capital expenditures
for 2007 were $883.7 million, compared with $376.3 million in 2006, exclusive of acquisitions. Of these amounts, ONEOK Partners� capital
expenditures during 2007 were $709.9 million, compared with $201.7 million for the same period in 2006, exclusive of acquisitions. The
increase in capital expenditures for 2007, compared with 2006, is driven primarily by ONEOK Partners� capital projects, which are discussed
beginning on page 31.

Financing - For ONEOK, financing is provided through available cash, commercial paper and long-term debt. ONEOK also has a credit
agreement, which is used as a back-up for its commercial paper program and short-term liquidity needs. Other options to obtain financing
include, but are not limited to, issuance of equity, issuance of mandatory convertible debt securities, issuance of trust preferred securities, asset
securitization and sale/leaseback of facilities. ONEOK Partners� operations are financed through available cash or the issuance of debt or limited
partner units.

The total amount of short-term borrowings authorized by ONEOK�s Board of Directors is $2.5 billion. The total amount of short-term
borrowings authorized by the Board of Directors of ONEOK Partners GP, the general partner of ONEOK Partners, is $1.5 billion. At
December 31, 2007, ONEOK had $102.6 million of commercial paper outstanding, $58.7 million in letters of credit issued and available cash
and cash equivalents of approximately $15.9 million. At December 31, 2007, ONEOK Partners had $900 million of credit available under the
ONEOK Partners Credit Agreement, $100 million of borrowings outstanding under the ONEOK Partners Credit Agreement, as described in
Note H of the Notes to Consolidated Financial Statements in this Annual Report on Form 10-K, and available cash and cash equivalents of
approximately $3.2 million. As of December 31, 2007, ONEOK could have issued $2.0 billion of additional debt under the most restrictive
provisions contained in its various borrowing agreements. As of December 31, 2007, ONEOK Partners could have issued, under the most
restrictive provisions of its agreements, $1.1 billion of additional debt.

In November 2007, ONEOK Partners entered into a $15 million Senior Unsecured Letter of Credit Facility and Reimbursement Agreement with
Wells Fargo Bank, N.A., of which $12 million is being used, and a $12 million Standby Letter of Credit Agreement with Royal Bank of Canada.
Both agreements are used to support various permits required by the KDHE for ONEOK Partners� ongoing business in Kansas.

In July 2007, ONEOK Partners exercised the accordion feature in the ONEOK Partners Credit Agreement to increase the commitment amounts
by $250 million to a total of $1.0 billion.

ONEOK�s $1.2 billion credit agreement (ONEOK Credit Agreement) and the ONEOK Partners Credit Agreement contain typical covenants as
discussed in Note H of the Notes to Consolidated Financial Statements in this Annual Report on Form 10-K. At December 31, 2007, ONEOK
and ONEOK Partners were in compliance with all covenants.

ONEOK Partners Debt Issuance - In September 2007, ONEOK Partners completed an underwritten public offering of $600 million aggregate
principal amount of 6.85 percent Senior Notes due 2037 (the 2037 Notes). The 2037 Notes were issued under ONEOK Partners� existing shelf
registration statement filed with the SEC. The 2037 Notes are non-recourse to ONEOK. For more information regarding the 2037 Notes, refer to
discussion in Note I of the Notes to Consolidated Financial Statements in this Annual Report on Form 10-K.

In September 2006, ONEOK Partners completed an underwritten public offering of (i) $350 million aggregate principal amount of 5.90 percent
Senior Notes due 2012, (ii) $450 million aggregate principal amount of 6.15 percent Senior Notes due 2016 and (iii) $600 million aggregate
principal amount of 6.65 percent Senior Notes due 2036 (collectively, the Notes). ONEOK Partners registered the sale of the Notes with the SEC
pursuant to a shelf registration statement filed on September
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19, 2006. The Notes are non-recourse to ONEOK. For more information regarding the Notes, refer to discussion in Note I of the Notes to
Consolidated Financial Statements in this Annual Report on Form 10-K.

Capitalization Structure - The following table sets forth our consolidated capitalization structure for the periods indicated.

Years Ended December 31,
2007 2006

Long-term debt 70% 65%
Equity 30% 35%
Debt (including Notes payable) 71% 65%
Equity 29% 35%

ONEOK does not guarantee the debt of ONEOK Partners. For purposes of determining compliance with financial covenants in ONEOK�s Credit
Agreement, the debt of ONEOK Partners is excluded. At December 31, 2007, ONEOK�s capitalization structure, excluding the debt of ONEOK
Partners, was 51 percent long-term debt and 49 percent equity, compared with 48 percent long-term debt and 52 percent equity at December 31,
2006. In February 2008, we repaid $402.3 million of maturing long-term debt with cash from operations.

Credit Ratings - Our investment grade credit ratings as of December 31, 2007, are shown in the table below.

ONEOK ONEOK Partners
Rating Agency Rating Outlook Rating Outlook
Moody�s Baa2 Stable Baa2 Stable
S&P BBB Stable BBB Stable

ONEOK�s commercial paper is rated P2 by Moody�s and A2 by S&P. Credit ratings may be affected by a material change in financial ratios or a
material event affecting the business. The most common criteria for assessment of credit ratings are the debt-to-capital ratio, business risk
profile, pretax and after-tax interest coverage, and liquidity. If our credit ratings were downgraded, the interest rates on our commercial paper
borrowings would increase, resulting in an increase in our cost to borrow funds, and we could potentially lose access to the commercial paper
market. In the event that we are unable to borrow funds under our commercial paper program and there has not been a material adverse change
in our business, we have access to a $1.2 billion credit agreement, which expires July 2011, and ONEOK Partners has access to a $1.0 billion
revolving credit agreement that expires March 2012.

ONEOK Partners� $250 million and $225 million long-term notes payable, due 2010 and 2011, respectively, contain provisions that require
ONEOK Partners to offer to repurchase the senior notes at par value if its Moody�s or S&P credit rating falls below investment grade (Baa3 for
Moody�s or BBB- for S&P) and the investment grade rating is not reinstated within a period of 40 days. Further, the indentures governing
ONEOK Partners� senior notes due 2010 and 2011 include an event of default upon acceleration of other indebtedness of $25 million or more and
the indentures governing the senior notes due 2012, 2016, 2036 and 2037 include an event of default upon the acceleration of other indebtedness
of $100 million or more that would be triggered by such an offer to repurchase. Such an event of default would entitle the trustee or the holders
of 25 percent in aggregate principal amount of the outstanding senior notes due 2010, 2011, 2012, 2016, 2036 and 2037 to declare those notes
immediately due and payable in full. ONEOK Partners may not have sufficient cash on hand to repurchase and repay any accelerated senior
notes, which may cause it to borrow money under its credit facilities or seek alternative financing sources to finance the repurchases and
repayment. ONEOK Partners could also face difficulties accessing capital or its borrowing costs could increase, impacting its ability to obtain
financing for acquisitions or capital expenditures, to refinance indebtedness and to fulfill its debt obligations. A decline in ONEOK Partners�
credit rating below investment grade may also require ONEOK Partners to provide security to its counterparties in the form of cash, letters of
credit or other negotiable instruments.

Our Energy Services segment relies upon the investment grade rating of ONEOK�s senior unsecured long-term debt to satisfy credit requirements
with most of our counterparties. If ONEOK�s credit ratings were to decline below investment grade, our ability to participate in energy marketing
and trading activities could be significantly limited. Without an investment grade rating, we may be required to fund margin requirements with
our counterparties with cash, letters of credit or other negotiable instruments. At December 31, 2007, we could have been required to fund
approximately $56.8 million in margin
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requirements upon such a downgrade. A decline in ONEOK�s credit rating below investment grade may also significantly impact other business
segments.

Other than ONEOK Partners� note repurchase obligations and the margin requirement for our Energy Services segment described above, we have
determined that we do not have significant exposure to rating triggers under ONEOK�s commercial paper agreement, trust indentures, building
leases, equipment leases and other various contracts. Rating triggers are defined as provisions that would create an automatic default or
acceleration of indebtedness based on a change in our credit rating. ONEOK�s and ONEOK Partners� credit agreements contain provisions that
would cause the cost to borrow funds to increase if their respective credit rating is negatively adjusted. An adverse rating change is not defined
as a default of ONEOK�s or ONEOK Partners� credit agreements.

Capital Projects - See the �Capital Projects� section beginning on page 31 for discussion of capital projects.

ONEOK Partners� Class B Units - The units we received from ONEOK Partners were newly created Class B limited partner units.
Distributions on the Class B limited partner units were prorated from the date of issuance. As of April 7, 2007, the Class B limited partner units
are no longer subordinated to distributions on ONEOK Partners common units and generally have the same voting rights as the common units.

At a special meeting of the ONEOK Partners common unitholders held March 29, 2007, the unitholders approved a proposal to permit the
conversion of all or a portion of the Class B limited partner units issued in the acquisition and consolidation of certain companies comprising our
former gathering and processing, natural gas liquids, and pipelines and storage segments in a series of transactions (collectively the ONEOK
Transactions) into common units at the option of the Class B unitholder. The March 29, 2007, special meeting was adjourned to May 10, 2007,
to allow unitholders additional time to vote on a proposal to approve amendments to the ONEOK Partners� Partnership Agreement which, had the
amendments been approved, would have granted voting rights for units held by us and our affiliates if a vote is held to remove us as the general
partner and would have required fair market value compensation for our general partner interest if we are removed as general partner. While a
majority of ONEOK Partners common unitholders voted in favor of the proposed amendments to the ONEOK Partners Partnership Agreement
at the reconvened meeting of the common unitholders held May 10, 2007, the proposed amendments were not approved by the required
two-thirds affirmative vote of the outstanding units, excluding the common units and Class B units held by us and our affiliates. As a result,
effective April 7, 2007, the Class B limited partner units are entitled to receive increased quarterly distributions and distributions upon
liquidation equal to 110 percent of the distributions paid with respect to the common units.

On June 21, 2007, we, as the sole holder of ONEOK Partners Class B limited partner units, waived our right to receive the increased quarterly
distributions on the Class B units for the period April 7, 2007, through December 31, 2007, and continuing thereafter until we give ONEOK
Partners no less than 90 days advance notice that we have withdrawn our waiver. Any such withdrawal of the waiver will be effective with
respect to any distribution on the Class B units declared or paid on or after 90 days following delivery of the notice.

In addition, since the proposed amendments to the ONEOK Partners� Partnership Agreement were not approved by the common unitholders, if
the common unitholders vote at any time to remove us or our affiliates as the general partner, quarterly distributions payable on Class B limited
partner units would increase to 123.5 percent of the distributions payable with respect to the common units, and distributions payable upon
liquidation of the Class B limited partner units would increase to 123.5 percent of the distributions payable with respect to the common units.

Stock Repurchase Plan - For more information regarding the Stock Repurchase Plan, refer to discussion in Note G of the Notes to
Consolidated Financial Statements in this Annual Report on Form 10-K.

Commodity Prices - We are subject to commodity price volatility. Significant fluctuations in commodity price in either physical or financial
energy contracts may impact our overall liquidity due to the impact the commodity price change has on items such as the cost of NGLs and gas
held in storage, increased margin requirements, the cost of transportation to various market locations, collectibility of certain energy-related
receivables and working capital. We believe that our current commercial paper program and ONEOK Partners� lines of credit are adequate to
meet liquidity requirements associated with commodity price volatility.

Pension and Postretirement Benefit Plans - Information about our pension and postretirement benefits plans, including anticipated
contributions, is included under Note J of the Notes to Consolidated Financial Statements in this Annual Report on Form 10-K.
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ENVIRONMENTAL LIABILITIES

Information about our environmental liabilities is included in Note K of the Notes to Consolidated Financial Statements in this Annual Report on
Form 10-K.

CASH FLOW ANALYSIS

Our Consolidated Statements of Cash Flows combine cash flows from discontinued operations with cash flows from continuing operations
within each category. Discontinued operations accounted for approximately $77.2 million in operating cash inflows for the year ended
December 31, 2005. Discontinued operations accounted for approximately $44.4 million in investing cash outflows for the year ended
December 31, 2005, and did not account for any financing cash flows. The absence of cash flows from our discontinued operations did not have
a significant impact on our future cash flows.

Operating Cash Flows - Operating cash flows increased by $156.4 million for 2007, compared with 2006. Working capital increased operating
cash flows by $209.9 million for 2007, compared with an increase of $59.7 million for 2006.

Operating cash flows increased by $1.0 billion for 2006, compared with 2005, primarily as a result of changes in components of working capital
which increased operating cash flows by $59.7 million for 2006, compared with a decrease of $580.8 million for 2005, as a result of decreased
accounts receivable, decreased inventories and decreased accounts payable. The impact of lower commodity prices on accounts receivable,
accounts payable and natural gas inventory positively impacted operating cash flows in 2006, compared with 2005.

The increase in 2006 operating cash flows, compared with 2005, was also impacted by the consolidation of ONEOK Partners as of January 1,
2006. During the year ended December 31, 2006, we received $123.4 million in distributions, primarily from Northern Border Pipeline,
compared with distributions primarily from ONEOK Partners of $11.0 million in the prior year.

Investing Cash Flows - Cash used in investing activities was $1.2 billion for 2007, compared with $237.2 million for 2006. The increased use
of cash during 2007 was primarily related to an increase in capital expenditures of $507.4 million when compared with 2006. For further
discussion of ONEOK Partners� capital projects, see page 31.

In October 2007, ONEOK Partners acquired an interstate natural gas liquids and refined petroleum products pipeline system and related assets
from a subsidiary of Kinder Morgan for approximately $300 million, before working capital adjustments.

Our ONEOK Partners segment received $297.0 million for the sale of a 20 percent partnership interest in Northern Border Pipeline in April
2006. Our Energy Services segment received $53.0 million for the sale of our discontinued component, Spring Creek, in October 2006.

Acquisitions in 2006 primarily relate to our ONEOK Partners segment acquiring the 66-2/3 percent interest in Guardian Pipeline not previously
owned by ONEOK Partners for approximately $77 million. This purchase increased ONEOK Partners� ownership interest to 100 percent. We
also purchased from TransCanada its 17.5 percent general partner interest in ONEOK Partners for $40 million. This purchase resulted in our
ownership of the entire 2 percent general partner interest in ONEOK Partners. Additionally, ONEOK Partners paid $11.6 million to Williams for
a 99 percent interest in, and initial capital expenditures related to, the Overland Pass Pipeline Company natural gas liquids pipeline joint venture.

Acquisitions in 2005 primarily represent the purchase of the natural gas liquids assets from Koch. The sale of our former production segment
resulted in proceeds from the sale of a discontinued component. The proceeds from the sale of assets in 2005 primarily resulted from the sale of
our natural gas gathering and processing assets located in Texas. Additionally, the sale of Cimarex Energy Company common stock, formerly
Magnum Hunter Resources (MHR) common stock, is also included in proceeds from sale of assets. This common stock was acquired upon
exercise of MHR stock purchase warrants in February 2005, resulting in our paying $22.7 million, which is included in other investing activities.

We had a decrease in short-term investments of $31.1 million between December 31, 2006, and December 31, 2007, compared with a total
investment of $31.1 million for 2006. During 2007, we had less cash to invest following our repurchase of 7.5 million shares of our outstanding
common stock in June.

Investing cash flows for 2006 also include the impact of the deconsolidation of Northern Border Pipeline and consolidation of Guardian
Pipeline.
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Financing Cash Flows - Cash provided by financing activities was $73.0 million for 2007, compared with cash used in financing activities of
$618.8 million for 2006, and cash provided by financing activities of $694.9 million in 2005.

In 2007, short-term financing was primarily used to fund ONEOK Partners� capital projects. ONEOK Partners� $598 million debt issuance, net of
discounts, was used to repay borrowings under the ONEOK Partners Credit agreement and finance the $300 million acquisition of assets, before
working capital adjustments, from a subsidiary of Kinder Morgan in October 2007.

In 2006, we repaid the remaining $900 million outstanding on our $1.0 billion short-term bridge financing agreement. During the second quarter
of 2006, ONEOK Partners borrowed $1.05 billion under the ONEOK Partners Bridge Facility to finance a portion of the acquisition of the
ONEOK Energy Assets and $77 million under the ONEOK Partners Credit Agreement to acquire the 66-2/3 percent interest in Guardian
Pipeline not previously owned by ONEOK Partners. During the third quarter of 2006, ONEOK Partners completed the underwritten public
offering of senior notes totaling $1.4 billion in net proceeds, before offering expenses, which were used to repay all of the amounts outstanding
of the $1.05 billion borrowed under ONEOK Partners Bridge Facility and to repay $335 million of indebtedness outstanding under the ONEOK
Partners Credit Agreement.

On February 16, 2006, we successfully settled our 16.1 million equity units to 19.5 million shares of our common stock. With the settlement of
the equity units, we received $402.4 million in cash, which we used to repay a portion of our commercial paper. We repaid a total of $641.5
million of our commercial paper during 2006. See Note G of the Notes to Consolidated Financial Statements in this Annual Report on Form
10-K for additional discussion regarding the equity unit conversion.

In March 2006, our ONEOK Partners segment borrowed $33 million under the ONEOK Partners Credit Agreement to redeem all of the
outstanding Viking Gas Transmission Series A, B, C and D senior notes and paid a redemption premium of $3.6 million.

During 2005, we borrowed $1.0 billion under our short-term bridge financing agreement to assist in financing the acquisition of natural gas
liquids assets from Koch. We funded the remaining acquisition cost through our commercial paper program. We reduced our indebtedness under
our short-term bridge financing agreement by $100.0 million as a result of a required prepayment due to the sale of our former production
segment.

In June 2005, we issued $800 million of long-term notes and used a portion of the proceeds to repay commercial paper. The commercial paper
had been issued to finance the Northern Border Partners acquisition, to repay $335 million of long-term debt that matured on March 1, 2005, and
to meet operating needs. This increase was partially offset by $643 million in payments on notes payable and commercial paper, which
represents the cash received from the sale of our former production segment, and payments made in the normal course of operations.

In December 2005, we made an early redemption of our $300.0 million long-term notes. In addition to the principal payment, we were required
to pay a make-whole call premium of $5.7 million and accrued interest of $8.7 million, for a total payment of $314.4 million. We funded this
early redemption with the proceeds from the sale of our natural gas gathering and processing assets located in Texas.

During 2007, we paid $20.1 million for the settlement of the forward purchase contract related to our stock repurchase in February and
approximately $370 million for our stock repurchase in June. We paid $281.4 million to repurchase shares in August 2006. During 2005, we
paid $233.0 million to repurchase 7.5 million shares. All of these stock repurchases were pursuant to the plans approved by our Board of
Directors.

During 2007 and 2006, we paid $182.9 million and $165.3 million in distributions to minority interests, which primarily resulted from our
consolidation of ONEOK Partners in accordance with EITF 04-5 as of January 1, 2006, and represents distributions to the unitholders of the 54.3
percent of ONEOK Partners that we do not own.
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CONTRACTUAL OBLIGATIONS AND COMMERCIAL COMMITMENTS

The following table sets forth our contractual obligations related to debt, operating leases and other long-term obligations as of December 31,
2007. For further discussion of the debt and operating lease agreements, see Notes I and K, respectively, of the Notes to the Consolidated
Financial Statements in this Annual Report on Form 10-K.

Payments Due by Period
Contractual Obligations Total 2008 2009 2010 2011 2012 Thereafter
ONEOK (Thousands of dollars)
Commercial paper $ 102,600 $ 102,600 $ -  $ -  $ -  $ -  $ -  
Long-term debt 1,988,163 408,549 106,265 6,284 406,306 6,329 1,054,430
Interest payments on debt 1,174,600 96,900 86,300 87,000 67,700 59,800 776,900
Operating leases 457,739 120,994 94,038 74,355 75,077 37,619 55,656
Building acquisition 30,900 30,900 -  -  -  -  -  
Firm transportation contracts 575,419 121,100 104,616 90,167 68,874 64,905 125,757
Financial and physical derivatives 657,511 576,696 64,596 16,000 109 110 -  
Pension plan 127,214 3,080 19,580 34,955 39,086 30,513 -  
Other postretirement benefit plan 92,668 16,682 17,191 18,454 19,655 20,686 -  

$ 5,206,814 $ 1,477,501 $ 492,586 $ 327,215 $ 676,807 $ 219,962 $ 2,012,743

ONEOK Partners
$1 billion credit agreement $ 100,000 $ 100,000 $ -  $ -  $ -  $ -  $ -  
Long-term debt 2,608,641 11,930 11,931 261,931 236,931 361,062 1,724,856
Interest payments on debt 2,789,800 177,600 176,700 163,700 140,000 120,200 2,011,600
Operating leases 37,629 7,309 2,394 1,355 1,232 1,071 24,268
Firm transportation contracts 26,820 11,881 11,260 3,679 -  -  -  
Financial and physical derivatives 46,856 46,856 -  -  -  -  -  
Purchase commitments, rights-of-way and
other 58,366 52,971 935 935 935 935 1,655

$ 5,668,112 $ 408,547 $ 203,220 $ 431,600 $ 379,098 $ 483,268 $ 3,762,379
Total $ 10,874,926 $ 1,886,048 $ 695,806 $ 758,815 $ 1,055,905 $ 703,230 $ 5,775,122

Long-term Debt - Long-term debt as reported in our Consolidated Balance Sheets includes unamortized debt discount and the mark-to-market
effect of interest-rate swaps.

Interest Payments on Debt - Interest expense is calculated by multiplying long-term debt by the respective coupon rates, adjusted for active
swaps.

Operating Leases - Our operating leases include a gas processing plant, storage contracts, office space, pipeline equipment, rights-of-way and
vehicles. Operating leases for ONEOK Partners exclude intercompany payments related to the lease of a gas processing plant.

In July 2007, ONEOK Leasing Company gave notice of its intent to exercise its option to purchase ONEOK Plaza on or before the end of the
current lease term, set to expire on September 30, 2009. In addition, ONEOK Leasing Company has entered into a purchase agreement with the
owner of ONEOK Plaza that, if certain conditions are met, would accelerate the purchase of the building to a date on or before March 31, 2008.
The total purchase price of approximately $48 million would include $17.1 million for the present value of the lease payments and the $30.9
million base purchase price. These amounts are included in the 2008 column above.

Firm Transportation Contracts - Our ONEOK Partners, Distribution and Energy Services segments are party to fixed-price transportation
contracts. However, the costs associated with our Distribution segment�s contracts are recovered through rates as allowed by the applicable
regulatory agency and are excluded from the table above. Firm transportation agreements with ONEOK Partners segment�s natural gas gathering
and processing joint-ventures require minimum monthly payments.

Financial and Physical Derivatives - These are obligations arising from our ONEOK Partners and Energy Services segment�s physical and
financial derivatives, and are based on market information at December 31, 2007. Not included in these amounts are offsetting cash inflows from
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daily and is potentially volatile, these values may change significantly. Additionally, product sales may require additional purchase obligations
to fulfill sales obligations that are not reflected in these amounts.
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Pension and Other Postretirement Benefit Plans - No payment amounts are provided for our pension and other postretirement benefit plans in the
�Thereafter� column since there is no termination date for these plans.

Purchase Commitments - Purchase commitments include purchases related to ONEOK Partners� growth capital expenditures and other right of
way commitments. Purchase commitments exclude commodity purchase contracts, which are included in the �Financial and physical derivatives�
amounts.

FORWARD-LOOKING STATEMENTS

Some of the statements contained and incorporated in this Annual Report on Form 10-K are forward-looking statements within the meaning of
the Private Securities Litigation Reform Act of 1995. The forward-looking statements relate to our anticipated financial performance,
management�s plans and objectives for our future operations, our business prospects, the outcome of regulatory and legal proceedings, market
conditions and other matters. The Private Securities Litigation Reform Act of 1995 provides a safe harbor for forward-looking statements in
certain circumstances. The following discussion is intended to identify important factors that could cause future outcomes to differ materially
from those set forth in the forward-looking statements.

Forward-looking statements include the items identified in the preceding paragraph, the information concerning possible or assumed future
results of our operations and other statements contained or incorporated in this Annual Report on Form 10-K identified by words such as
�anticipate,� �estimate,� �expect,� �project,� �intend,� �plan,� �believe,� �should,� �goal,� �forecast� and other words and terms of similar meaning.

You should not place undue reliance on forward-looking statements. Known and unknown risks, uncertainties and other factors may cause our
actual results, performance or achievements to be materially different from any future results, performance or achievements expressed or implied
by forward-looking statements. Those factors may affect our operations, markets, products, services and prices. In addition to any assumptions
and other factors referred to specifically in connection with the forward-looking statements, factors that could cause our actual results to differ
materially from those contemplated in any forward-looking statement include, among others, the following:

� the effects of weather and other natural phenomena on our operations, including energy sales and demand for our services and energy
prices;

� competition from other United States and Canadian energy suppliers and transporters as well as alternative forms of energy;
� the capital intensive nature of our businesses;
� the profitability of assets or businesses acquired by us;
� risks of marketing, trading and hedging activities, including the risks of changes in energy prices or the financial condition of our

counterparties;
� the uncertainty of estimates, including accruals and costs of environmental remediation;
� the timing and extent of changes in energy commodity prices;
� the effects of changes in governmental policies and regulatory actions, including changes with respect to income and other taxes,

environmental compliance, and authorized rates or recovery of gas and gas transportation costs;
� impact on drilling and production by factors beyond our control, including the demand for natural gas and refinery-grade crude oil;

producers� desire and ability to obtain necessary permits; reserve performance; and capacity constraints on the pipelines that transport
crude oil, natural gas and NGLs from producing areas and our facilities;

� changes in demand for the use of natural gas because of market conditions caused by concerns about global warming or changes in
governmental policies and regulations due to climate change initiatives;

� the impact of unforeseen changes in interest rates, equity markets, inflation rates, economic recession and other external factors over
which we have no control, including the effect on pension expense and funding resulting from changes in stock and bond market
returns;

� actions by rating agencies concerning the credit ratings of ONEOK and ONEOK Partners;
� the results of administrative proceedings and litigation, regulatory actions and receipt of expected clearances involving the OCC,

KCC, Texas regulatory authorities or any other local, state or federal regulatory body, including the FERC;
� our ability to access capital at competitive rates or on terms acceptable to us;
� risks associated with adequate supply to our gathering, processing, fractionation and pipeline facilities, including production declines

which outpace new drilling;
� the risk that material weaknesses or significant deficiencies in our internal controls over financial reporting could emerge or that minor

problems could become significant;
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� the impact and outcome of pending and future litigation;
� the ability to market pipeline capacity on favorable terms, including the affects of:

- future demand for and prices of natural gas and NGLs;
- competitive conditions in the overall energy market;
- availability of supplies of Canadian and United States natural gas;
- availability of additional storage capacity;
- weather conditions; and
- competitive developments by Canadian and U.S. natural gas transmission peers;

� performance of contractual obligations by our customers, service providers, contractors and shippers;
� the timely receipt of approval by applicable governmental entities for construction and operation of our pipeline and other projects and

required regulatory clearances;
� our ability to acquire all necessary rights-of-way permits and consents in a timely manner, to promptly obtain all necessary materials

and supplies required for construction, and to construct pipelines without labor or contractor problems;
� the mechanical integrity of facilities operated;
� demand for our services in the proximity of our facilities;
� our ability to control operating costs;
� acts of nature, sabotage, terrorism or other similar acts that cause damage to our facilities or our suppliers� or shippers� facilities;
� economic climate and growth in the geographic areas in which we do business;
� the risk of a significant slowdown in growth or decline in the U.S. economy or the risk of delay in growth recovery in the U.S.

economy;
� the impact of recently issued and future accounting pronouncements and other changes in accounting policies;
� the possibility of future terrorist attacks or the possibility or occurrence of an outbreak of, or changes in, hostilities or changes in the

political conditions in the Middle East and elsewhere;
� the risk of increased costs for insurance premiums, security or other items as a consequence of terrorist attacks;
� risks associated with pending or possible acquisitions and dispositions, including our ability to finance or integrate any such

acquisitions and any regulatory delay or conditions imposed by regulatory bodies in connection with any such acquisitions and
dispositions;

� the possible loss of gas distribution franchises or other adverse effects caused by the actions of municipalities;
� the impact of unsold pipeline capacity being greater or less than expected;
� the ability to recover operating costs and amounts equivalent to income taxes, costs of property, plant and equipment and regulatory

assets in our state and FERC-regulated rates;
� our ability to promptly obtain all necessary materials and supplies required for construction of gathering, processing, storage,

fractionation and transportation facilities;
� the composition and quality of the natural gas and NGLs we gather and process in our plants and transport on our pipelines;
� the efficiency of our plants in processing natural gas and extracting and fractionating NGLs;
� the impact of potential impairment charges;
� the risk inherent in the use of information systems in our respective businesses, implementation of new software and hardware, and the

impact on the timeliness of information for financial reporting;
� our ability to control construction costs and completion schedules of our pipelines and other projects; and
� the risk factors listed in the reports we have filed and may file with the SEC, which are incorporated by reference.

These factors are not necessarily all of the important factors that could cause actual results to differ materially from those expressed in any of our
forward-looking statements. Other factors could also have material adverse effects on our future results. These and other risks are described in
greater detail in Item 1A, Risk Factors, in this Annual Report on Form 10-K. All forward-looking statements attributable to us or persons acting
on our behalf are expressly qualified in their entirety by these factors. Other than as required under securities laws, we undertake no obligation to
update publicly any forward-looking statement whether as a result of new information, subsequent events or change in circumstances,
expectations or otherwise.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Risk Policy and Oversight - We control the scope of risk management, marketing and trading operations through a comprehensive set of
policies and procedures involving senior levels of management. The Audit Committee of our Board of Directors has oversight responsibilities
for our risk management limits and policies. Our risk oversight committee, comprised of corporate and business segment officers, oversees all
activities related to commodity price and credit risk management, and marketing and trading activities. The committee also monitors risk metrics
including value-at-risk (VAR) and mark-to-market losses. We have a corporate risk control organization led by our vice president of audit,
business development and risk control, who is assigned responsibility for establishing and enforcing the policies and procedures and monitoring
certain risk metrics. Key risk control activities include credit review and approval, credit and performance risk measurement and monitoring,
validation of transactions, portfolio valuation, VAR and other risk metrics.

COMMODITY PRICE RISK

Our exposure to market risk discussed below includes forward-looking statements and represents an estimate of possible changes in future
earnings that would occur assuming hypothetical future movements in interest rates or commodity prices. Our views on market risk are not
necessarily indicative of actual results that may occur and do not represent the maximum possible gains and losses that may occur since actual
gains and losses will differ from those estimated based on actual fluctuations in interest rates or commodity prices and the timing of transactions.

We are exposed to market risk and the impact of market price fluctuations of natural gas, NGLs and crude oil prices. Market risk refers to the
risk of loss in cash flows and future earnings arising from adverse changes in commodity energy prices. To minimize the risk from market price
fluctuations of natural gas, NGLs and crude oil, we use commodity derivative instruments such as futures contracts, swaps and options to
manage market risk of existing or anticipated purchase and sale agreements, existing physical natural gas in storage, and basis risk. We adhere to
policies and procedures that limit our exposure to market risk from open positions and that monitor our market risk exposure.

ONEOK Partners

ONEOK Partners is exposed to commodity price risk as its natural gas interstate and intrastate pipelines collect natural gas from its customers
for operations or as part of their fee for services provided. When the amount of natural gas consumed in operations by these pipelines differs
from the amount provided by its customers, the pipelines must buy or sell natural gas, store or use natural gas from inventory, and are exposed to
commodity price risk. At December 31, 2007, there were no hedges in place with respect to natural gas price risk from ONEOK Partners� natural
gas pipeline business.

In addition, ONEOK Partners is exposed to commodity price risk primarily as a result of NGLs in storage, spread risk associated with the
relative values of the various components of the NGL stream and the relative value of NGL purchases at one location and sales at another
location, known as basis risk. ONEOK Partners has not entered into any hedges with respect to its NGL marketing activities.

ONEOK Partners is also exposed to commodity price risk, primarily NGLs, as a result of receiving commodities in exchange for its gathering
and processing services. To a lesser extent, ONEOK Partners is exposed to the relative price differential between NGLs and natural gas, or the
gross processing spread, with respect to its keep-whole processing contracts and the risk of price fluctuations and the cost of intervening
transportation at various market locations. ONEOK Partners uses commodity fixed-price physical forwards and derivative contracts, including
NYMEX-based futures and over-the-counter swaps, to minimize earnings volatility in its natural gas gathering and processing business related
to natural gas, NGL and condensate price fluctuations.

ONEOK Partners reduces its gross processing spread exposure through a combination of physical and financial hedges. ONEOK Partners
utilizes a portion of its POP equity natural gas as an offset, or natural hedge, to an equivalent portion of its keep-whole shrink requirements. This
has the effect of converting ONEOK Partners� gross processing spread risk to NGL commodity price risk and ONEOK Partners then uses
financial instruments to hedge the sale of NGLs.
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The following table sets forth ONEOK Partners� hedging information for the year ending December 31, 2008.

Year Ending December 31, 2008

Volumes
Hedged

Average Price

Per Unit
Volumes
Hedged

Natural gas liquids (Bbl/d) (a) 8,085 $    1.28 ($/gallon) 70%
Condensate (Bbl/d) (a) 818 $    2.15 ($/gallon) 74%
Total liquid sales (Bbl/d) 8,903 $    1.36 ($/gallon) 71%
(a) - Hedged with fixed-price swaps.

ONEOK Partners� commodity price risk is estimated as a hypothetical change in the price of NGLs, crude oil and natural gas at December 31,
2007, excluding the effects of hedging and assuming normal operating conditions. ONEOK Partners� condensate sales are based on the price of
crude oil. ONEOK Partners estimates the following:

� a $0.01 per gallon increase in the composite price of NGLs would increase annual net margin by approximately $1.7 million,
� a $1.00 per barrel increase in the price of crude oil would increase annual net margin by approximately $0.5 million, and
� a $0.10 per MMBtu increase in the price of natural gas would increase annual net margin by approximately $0.3 million.

The above estimates of commodity price risk do not include any effects on demand for its services that might be caused by, or arise in
conjunction with, price changes. For example, a change in the gross processing spread may cause ethane to be sold in the natural gas stream,
impacting gathering and processing margins, NGL exchange margins, natural gas deliveries and NGL volumes shipped.

Distribution

Our Distribution segment uses derivative instruments to hedge the cost of anticipated natural gas purchases during the winter heating months to
protect their customers from upward volatility in the market price of natural gas. Gains or losses associated with these derivative instruments are
included in, and recoverable through, the monthly purchased gas cost mechanism.

Energy Services

Our Energy Services segment is exposed to commodity price risk, including basis risk, arising from natural gas in storage and index-based
purchases and sales of natural gas at various market locations. We minimize the volatility of our exposure to commodity price risk through the
use of derivative instruments, which, under certain circumstances, are designated as cash flow or fair value hedges. We are also exposed to
commodity price risk from fixed price purchases and sales of natural gas, which we hedge with derivative instruments. Both the fixed price
purchases and sales and related derivatives are recorded at fair value.

Fair Value Component of the Energy Marketing and Risk Management Assets and Liabilities - The following table sets forth the fair value
component of the energy marketing and risk management assets and liabilities, excluding $3.5 million, net of derivative instruments that have
been declared as either fair value or cash flow hedges, and $15.7 million, net of deferred option premiums.

Fair Value Component of Energy Marketing and Risk Management Assets and Liabilities
(Thousands of dollars)

Net fair value of derivatives outstanding at December 31, 2006 $ (13,133)
Derivatives realized or otherwise settled during the period 27,251
Fair value of new derivatives entered into during the period 8,287
Other changes in fair value 2,766
Net fair value of derivatives outstanding at December 31, 2007 $ 25,171

The net fair value of derivatives outstanding includes the effect of settled energy contracts and current period changes resulting primarily from
newly originated transactions and the impact of market movements on the fair value of energy marketing and risk management assets and
liabilities. Fair value estimates consider the market in which the transactions are executed. The market in which exchange traded and
over-the-counter transactions are executed is a factor in determining fair
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value. We utilize third-party references for pricing points from NYMEX and third-party over-the-counter brokers to establish the commodity
pricing and volatility curves. We believe the reported transactions from these sources are the most reflective of current market prices. Fair values
are subject to change based on valuation factors. The estimate of fair value includes an adjustment for the liquidation of the position in an
orderly manner over a reasonable period of time under current market conditions. The fair value estimate also considers the risk of
nonperformance based on credit considerations of the counterparty.

Maturity of Derivatives - The following table provides details of our Energy Services segment�s maturity of derivatives based on injection and
withdrawal periods from April through March. This maturity schedule is consistent with our business strategy. Derivative instruments that have
been declared as either fair value or cash flow hedges are not included in the following table.

Fair Value of Derivatives at December 31, 2007

Source of Fair Value (a)

Matures
through

March 2008

Matures
through

March 2011

Matures
through

March 2013
Total Fair

Value
(Thousands of dollars)

Prices actively quoted (b) $ (2,602) $ (40) $         -  $ (2,642)
Prices provided by other external sources (c) (15,693) (11,337) (110) (27,140)
Prices derived from quotes, other external sources and other
assumptions (d)     37,132     17,858 (37)         54,953
Total $ 18,837 $ 6,481 $ (147) $ 25,171

(a) Fair value is the mark-to-market component of forwards, futures, swaps and options, net of applicable reserves. These fair values are
reflected as a component of assets and liabilities from energy marketing and risk management activities in our Consolidated Balance
Sheets.

(b) Values are derived from the energy market price quotes from national commodity trading exchanges that primarily trade futures and option
commodity contracts.

(c) Values are obtained through energy commodity brokers or electronic trading platforms, whose primary service is to match willing buyers
and sellers of energy commodities. Energy price information by location is readily available because of the large energy broker network.

(d) Values derived in this category utilize market price information from the other two categories, as well as other assumptions for liquidity
and credit.

For further discussion of trading activities and assumptions used in our trading activities, see the �Critical Accounting Policies and Estimates�
section of Item 7, Management�s Discussion and Analysis of Financial Condition and Results of Operation in this Annual Report on Form 10-K.
Also, see Note D of the Notes to Consolidated Financial Statements in this Annual Report on Form 10-K.

Value-at-Risk (VAR) Disclosure of Market Risk - We measure market risk in the energy marketing and risk management, trading and
non-trading portfolios of our Energy Services segment using a VAR methodology, which estimates the expected maximum loss of the portfolio
over a specified time horizon within a given confidence interval. Our VAR calculations are based on the Monte Carlo approach. The
quantification of market risk using VAR provides a consistent measure of risk across diverse energy markets and products with different risk
factors in order to set overall risk tolerance, to determine risk targets and set position limits. The use of this methodology requires a number of
key assumptions, including the selection of a confidence level and the holding period to liquidation. Inputs to the calculation include prices,
volatilities, positions, instrument valuations and the variance-covariance matrix. Historical data is used to estimate our VAR with more weight
given to recent data, which is considered a more relevant predictor of immediate future commodity market movements. We rely on VAR to
determine the potential reduction in the portfolio values arising from changes in market conditions over a defined period. While management
believes that the referenced assumptions and approximations are reasonable, no uniform industry methodology exists for estimating VAR.
Different assumptions and approximations could produce materially different VAR estimates.

Our VAR exposure represents an estimate of potential losses that would be recognized for our non-regulated businesses� energy marketing and
risk management, non-trading and trading portfolios of derivative financial instruments, physical contracts and natural gas in storage due to
adverse market movements. A one-day time horizon and a 95 percent confidence level were used in our VAR data. Actual future gains and
losses will differ from those estimated by the VAR calculation
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based on actual fluctuations in commodity prices, operating exposures and timing thereof, and the changes in our derivative financial
instruments, physical contracts and natural gas in storage. VAR information should be evaluated in light of these assumptions and the
methodology�s other limitations.

The potential impact on our future earnings, as measured by the VAR, was $6.0 million and $12.5 million at December 31, 2007 and 2006,
respectively. The following table details the average, high and low VAR calculations for the periods indicated.

Years Ended

December 31,
2007 2006

(Millions of dollars)
Average $     8.9 $     18.5
High $ 23.0 $ 65.0
Low $ 3.4 $ 3.6

Our VAR calculation includes derivatives, executory storage and transportation agreements and their related hedges. The variations in the VAR
data are reflective of market volatility and changes in the portfolios during the year. The decrease in VAR for 2007, compared with 2006, was
due to lower commodity prices and decreased price volatility in 2007, particularly in the first quarter of 2007.

To the extent open commodity positions exist, fluctuating commodity prices can impact our financial results and financial position either
favorably or unfavorably. As a result, we cannot predict with precision the impact risk management decisions may have on the business,
operating results or financial position.

INTEREST RATE RISK

General - We are subject to the risk of interest-rate fluctuation in the normal course of business. We manage interest-rate risk through the use of
fixed-rate debt, floating-rate debt and, at times, interest-rate swaps. Fixed-rate swaps are used to reduce our risk of increased interest costs
during periods of rising interest rates. Floating-rate swaps are used to convert the fixed rates of long-term borrowings into short-term variable
rates. At December 31, 2007, the interest rate on 82.9 percent of our long-term debt, exclusive of the debt of our ONEOK Partners segment, was
fixed after considering the impact of interest-rate swaps.

ONEOK Partners terminated two floating-rate swaps in 2007. The total value ONEOK Partners received for the terminated swaps was not
material. At December 31, 2007, the interest rate on all of ONEOK Partners� long-term debt was fixed.

At December 31, 2007, a 100 basis point move in the annual interest rate on all of our outstanding long-term debt would change our annual
interest expense by $3.4 million before taxes. This 100 basis point change assumes a parallel shift in the yield curve. If interest rates changed
significantly, we would take actions to manage our exposure to the change. Since a specific action and the possible effects are uncertain, no
change has been assumed.

Fair Value Hedges - See Note D of the Notes to Consolidated Financial Statements in this Annual Report on Form 10-K for discussion of the
impact of interest-rate swaps and net interest expense savings from terminated swaps.

Total net swap savings for 2007 were $8.2 million, compared with $7.6 million for 2006. Total swap savings for 2008 is expected to be $14.3
million.

CURRENCY RATE RISK

As a result of our Energy Services segment�s expansion into Canada, we are subject to currency exposure from our commodity purchases and
sales related to our firm transportation and storage contracts. Our objective with respect to currency risk is to reduce the exposure due to
exchange-rate fluctuations. We use physical forward transactions, which result in an actual two-way flow of currency on the settlement date
since we exchange U.S. dollars for Canadian dollars with another party. We have not designated these transactions for hedge accounting
treatment; therefore, the gains and losses associated with the change in fair value are recorded in net margin. At December 31, 2007 and 2006,
our exposure to risk from currency translation was not material. We recognized currency translation gains of $4.1 million and $2.5 million
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders

ONEOK, Inc.:

In our opinion, the accompanying consolidated balance sheet and the related consolidated statement of income, shareholders' equity and
comprehensive income and cash flows present fairly, in all material respects, the financial position of ONEOK, Inc. and its subsidiaries (the
Company) at December 31, 2007, and the results of their operations and their cash flows for the year ended December 31, 2007, in conformity
with accounting principles generally accepted in the United States of America. Also in our opinion, the Company maintained, in all material
respects, effective internal control over financial reporting as of December 31, 2007, based on criteria established in Internal Control -
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). The Company's
management is responsible for these financial statements, for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting, included in Management's Report on Internal Control over Financial
Reporting appearing under Item 9A in the Company's Form 10-K for the year ended December 31, 2007. Our responsibility is to express
opinions on these financial statements and on the Company's internal control over financial reporting based on our integrated audit. We
conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of material
misstatement and whether effective internal control over financial reporting was maintained in all material respects. Our audit of the financial
statements included examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. Our audit
of internal control over financial reporting included obtaining an understanding of internal control over financial reporting, assessing the risk that
a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our
audits also included performing such other procedures as we considered necessary in the circumstances. We believe that our audits provide a
reasonable basis for our opinions.

A company�s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A
company�s internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company�s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that
the degree of compliance with the policies or procedures may deteriorate.

/s/ PricewaterhouseCoopers LLP

February 27, 2008

Tulsa, Oklahoma
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders

ONEOK, Inc.:

We have audited the accompanying consolidated balance sheet of ONEOK, Inc. and subsidiaries as of December 31, 2006, and the related
consolidated statements of income, shareholders� equity and comprehensive income, and cash flows for each of the years in the two-year period
ended December 31, 2006. These consolidated financial statements are the responsibility of the Company�s management. Our responsibility is to
express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of ONEOK,
Inc. and subsidiaries as of December 31, 2006, and the results of their operations and their cash flows for each of the years in the two-year
period ended December 31, 2006, in conformity with U.S. generally accepted accounting principles.

As discussed in Note A of Notes to the Consolidated Financial Statements, the Company adopted the provisions of Statement of Financial
Accounting Standards (SFAS) No. 158, �Employers� Accounting for Defined Benefit Pension and Other Postretirement Plans,� Emerging Issues
Task Force Issue 04-5, �Determining Whether a General Partner, or General Partners as a Group Controls a Limited Partnership or Similar Entity
When the Limited Partners Have Certain Rights,� and SFAS No. 123R, �Share-Based Payment.�

/s/ KPMG LLP

Tulsa Oklahoma

February 28, 2007
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ONEOK, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF INCOME

Years Ended December 31,
2007 2006 2005

Revenues (Thousands of dollars, except per share amounts)
Operating revenues, excluding energy trading revenues $ 13,488,027 $ 11,913,529 $ 12,663,550
Energy trading revenues, net (10,613) 6,797 12,680
Total Revenues 13,477,414 11,920,326 12,676,230
Cost of sales and fuel 11,667,306 10,198,342 11,338,076
Net Margin 1,810,108 1,721,984 1,338,154
Operating Expenses
Operations and maintenance 675,575 662,681 552,531
Depreciation and amortization 227,964 235,543 183,394
General taxes 85,935 78,086 67,464
Total Operating Expenses 989,474 976,310 803,389
Gain on sale of assets 1,909 116,528 269,040
Operating Income 822,543 862,202 803,805
Equity earnings from investments (Note P) 89,908 95,883 8,621
Allowance for equity funds used during construction 12,538 2,205 -  
Other income 21,932 26,030 (84)
Other expense 7,879 24,154 19,065
Interest expense 256,325 239,725 147,608
Income before Minority Interests and Income Taxes 682,717 722,441 645,669
Minority interests in income of consolidated subsidiaries 193,199 222,000 -  
Income taxes 184,597 193,764 242,521
Income from Continuing Operations 304,921 306,677 403,148
Discontinued operations, net of taxes (Note C):
Loss from operations of discontinued components, net of tax -  (365) (6,180)
Gain on sale of discontinued component, net of tax -  -  149,577
Net Income $ 304,921 $ 306,312 $ 546,545

Earnings Per Share of Common Stock (Note Q)
Basic:
Earnings per share from continuing operations $ 2.84 $ 2.74 $ 4.01
Loss per share from operations of discontinued components, net of tax -  -  (0.06)
Earnings per share from gain on sale of discontinued component, net of tax -  -  1.49
Net Earnings Per Share, Basic $ 2.84 $ 2.74 $ 5.44

Diluted:
Earnings per share from continuing operations $ 2.79 $ 2.68 $ 3.73
Loss per share from operations of discontinued components, net of tax -  -  (0.06)
Earnings per share from gain on sale of discontinued component, net of tax -  -  1.39
Net Earnings Per Share, Diluted $ 2.79 $ 2.68 $ 5.06

Average Shares of Common Stock (Thousands)
Basic 107,346 112,006 100,536
Diluted 109,298 114,477 108,006

Dividends Declared Per Share of Common Stock $ 1.40 $ 1.22 $ 1.09

See accompanying Notes to Consolidated Financial Statements.
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ONEOK, Inc. and Subsidiaries

CONSOLIDATED BALANCE SHEETS

December 31,
2007

December 31,
2006

Assets (Thousands of dollars)

Current Assets
Cash and cash equivalents $ 19,105 $ 68,268
Short-term investments -  31,125
Trade accounts and notes receivable, net 1,723,212 1,348,490
Gas and natural gas liquids in storage 841,362 925,194
Commodity exchanges and imbalances 82,938 53,433
Energy marketing and risk management assets (Note D) 168,609 401,670
Other current assets 116,249 296,781
Total Current Assets 2,951,475 3,124,961

Property, Plant and Equipment
Property, plant and equipment 7,893,492 6,724,759
Accumulated depreciation and amortization 2,048,311 1,879,838
Net Property, Plant and Equipment 5,845,181 4,844,921

Deferred Charges and Other Assets
Goodwill and intangible assets (Note E) 1,043,773 1,051,440
Energy marketing and risk management assets (Note D) 3,978 91,133
Investments in unconsolidated affiliates (Note P) 756,260 748,879
Other assets 461,367 529,748
Total Deferred Charges and Other Assets 2,265,378 2,421,200
Total Assets $             11,062,034 $         10,391,082

See accompanying Notes to Consolidated Financial Statements.
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ONEOK, Inc. and Subsidiaries

CONSOLIDATED BALANCE SHEETS

December 31,

2007
December 31,

2006
Liabilities and Shareholders� Equity (Thousands of dollars)

Current Liabilities
Current maturities of long-term debt $ 420,479 $ 18,159
Notes payable 202,600 6,000
Accounts payable 1,436,005 1,076,954
Commodity exchanges and imbalances 252,095 176,451
Energy marketing and risk management liabilities (Note D) 133,903 306,658
Other 436,585 366,316
Total Current Liabilities 2,881,667 1,950,538

Long-term Debt, excluding current maturities 4,215,046 4,030,855

Deferred Credits and Other Liabilities
Deferred income taxes 680,543 707,444
Energy marketing and risk management liabilities (Note D) 26,861 137,312
Other deferred credits 486,645 548,330
Total Deferred Credits and Other Liabilities 1,194,049 1,393,086

Commitments and Contingencies (Note K)

Minority Interests in Consolidated Subsidiaries 801,964 800,645

Shareholders� Equity
Common stock, $0.01 par value:
authorized 300,000,000 shares; issued 121,115,217 shares
and outstanding 103,987,476 shares at December 31, 2007;
issued 120,333,908 shares and outstanding 110,678,499
shares at December 31, 2006 1,211 1,203
Paid in capital 1,273,800 1,258,717
Accumulated other comprehensive income (loss) (Note F) (7,069) 39,532
Retained earnings 1,411,492 1,256,759
Treasury stock, at cost: 17,127,741 shares at December 31, 2007
and 9,655,409 shares at December 31, 2006 (710,126) (340,253)
Total Shareholders� Equity 1,969,308 2,215,958
Total Liabilities and Shareholders� Equity $             11,062,034 $         10,391,082

See accompanying Notes to Consolidated Financial Statements.
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ONEOK, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,
2007 2006 2005

Operating Activities (Thousands of dollars)
Net income $ 304,921 $ 306,312 $ 546,545
Depreciation and amortization 227,964 235,543 183,394
Allowance for equity funds used during construction (12,538) (2,205) -  
Impairment expense on discontinued operations -  -  52,226
Gain on sale of discontinued component, net -  -  (149,577)
Gain on sale of assets (1,909) (116,528) (269,040)
Minority interests in income of consolidated subsidiaries 193,199 222,000 -  
Distributions received from unconsolidated affiliates 103,785 123,427 10,983
Income from equity investments (89,908) (95,883) (8,621)
Deferred income taxes 65,017 115,384 16,372
Stock-based compensation expense 14,639 16,499 11,842
Allowance for doubtful accounts 14,578 9,056 16,329
Changes in assets and liabilities (net of acquisition and disposition effects):
Accounts and notes receivable (378,876) 649,415 (733,367)
Inventories 88,860 (14,107) (320,632)
Unrecovered purchased gas costs 9,530 (73,534) (8,943)
Commodity exchanges and imbalances, net 40,572 18,001 106,775
Deposits 77,525 50,445 (118,214)
Regulatory assets (2,225) 15,441 (6,357)
Accounts payable and accrued liabilities 353,104 (499,996) 518,406
Energy marketing and risk management assets and liabilities (60,544) (139,488) 223,965
Other assets and liabilities 81,966 53,494 (242,463)
Cash Provided by (Used in) Operating Activities 1,029,660 873,276 (170,377)
Investing Activities
Changes in investments in unconsolidated affiliates (3,668) (6,608) 6,209
Acquisitions (299,560) (148,892) (1,327,907)
Capital expenditures (less allowance for equity funds used during construction) (883,703) (376,306) (250,493)
Proceeds from sale of discontinued component -  53,000 519,279
Changes in short-term investments 31,125 (31,125) -  
Proceeds from sale of assets 4,022 298,964 556,434
Increase in cash and cash equivalents attributable to previously unconsolidated
subsidiaries -  1,334 -  
Decrease in cash and cash equivalents attributable to previously consolidated
subsidiaries -  (22,039) -  
Other investing activities -  (5,565) (29,592)
Cash Used in Investing Activities (1,151,784) (237,237) (526,070)
Financing Activities
Borrowing (repayment) of notes payable, net 196,600 (842,000) (2,500)
Short-term financing payments -  (900,000) (100,000)
Short-term financing borrowings -  -  1,000,000
Issuance of debt, net of discounts 598,146 1,397,328 798,792
Long-term debt financing costs (5,805) (12,003) -  
Payment of debt (13,588) (44,359) (636,288)
Equity unit conversion -   402,448 -  
Repurchase of common stock (390,213) (281,444) (233,074)
Issuance of common stock 20,730 10,829 4,672
Dividends paid (150,188) (135,451) (110,157)
Distributions to minority interests (182,891) (165,283) -  
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Other financing activities 170 (48,841) (26,541)
Cash Provided by (Used in) Financing Activities 72,961 (618,776) 694,904
Change in Cash and Cash Equivalents (49,163) 17,263 (1,543)
Cash and Cash Equivalents at Beginning of Period 68,268 7,915 9,458
Effect of Accounting Change on Cash and Cash Equivalents -  43,090 -  
Cash and Cash Equivalents at End of Period $ 19,105 $ 68,268 $ 7,915

See accompanying Notes to Consolidated Financial Statements.
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ONEOK, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF SHAREHOLDERS� EQUITY AND COMPREHENSIVE INCOME

      Common      

Stock

Issued

        Common        

Stock

Paid-in

      Capital      
Unearned

    Compensation    
(Shares) (Thousands of dollars)

December 31, 2004 107,143,722 $             1,071 $         1,017,603 $ (1,413)
Net income -  -  -  -  
Other comprehensive loss -  -  -  -  
Total comprehensive income
Repurchase of common stock -  -  -  -  
Common stock issuance pursuant to various plans 829,714 9 16,363 -  
Stock-based employee compensation expense -  -  10,317 1,525
Common stock dividends - $1.09 per share -  -  -  (217)
December 31, 2005 107,973,436 1,080 1,044,283 (105)
Net income -  -  -  -  
Other comprehensive income -  -  -  -  
Total comprehensive income
Adoption of Statement 158 -  -  -  -  
Equity unit conversion 11,208,998 112 177,572 -  
Repurchase of common stock -  -  -  -  
Common stock issuance pursuant to various plans 1,151,474 11 20,521 -  
Stock-based employee compensation expense -  -  16,341 158
Common stock dividends - $1.22 per share -  -  -  (53)
December 31, 2006 120,333,908 1,203 1,258,717 -  
Net income -  - - -  
Other comprehensive loss -  - - -  
Total comprehensive income
Repurchase of common stock -  - (11,103) -  
Common stock issuance pursuant to various plans 781,309 8 9,434 -  
Stock-based employee compensation expense - - 16,752 -  
Common stock dividends - $1.40 per share - - - -  
December 31, 2007 121,115,217 $             1,211 $ 1,273,800 $             -  

See accompanying Notes to Consolidated Financial Statements.

66

Edgar Filing: ONEOK INC /NEW/ - Form 10-K

Table of Contents 94



Table of Contents

ONEOK, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF SHAREHOLDERS� EQUITY AND COMPREHENSIVE INCOME

(Continued)

Accumulated
Other

Comprehensive
Income (Loss)

Retained
Earnings Treasury Stock Total

(Thousands of dollars)
December 31, 2004 $ (9,591) $ 649,240 $ (51,206) $             1,605,704
Net income -  546,545 -  546,545
Other comprehensive loss (47,400) -  -  (47,400)

Total comprehensive income 499,145

Repurchase of common stock -  -  (228,149) (228,149)
Common stock issuance pursuant to various
plans -  -  -  16,372
Stock-based employee compensation expense -  -  -  11,842
Common stock dividends - $1.09 per share -  (109,940) -  (110,157)
December 31, 2005 (56,991) 1,085,845 (279,355) 1,794,757
Net income -  306,312 -  306,312
Other comprehensive income 63,878 -  -  63,878

Total comprehensive income 370,190

Adoption of Statement 158             32,645 -  -  32,645
Equity unit conversion -  -              224,764 402,448
Repurchase of common stock -  -  (285,662) (285,662)
Common stock issuance pursuant to various
plans -  -  -  20,532
Stock-based employee compensation expense -  -  -  16,499
Common stock dividends - $1.22 per share -  (135,398) -  (135,451)
December 31, 2006 39,532 1,256,759 (340,253) 2,215,958
Net income -  304,921 -  304,921
Other comprehensive loss (46,601) -  -  (46,601)

Total comprehensive income 258,320

Repurchase of common stock -  -  (379,110) (390,213)
Common stock issuance pursuant to various
plans -  -  9,012 18,454
Stock-based employee compensation expense -  -  225 16,977
Common stock dividends - $1.40 per share -  (150,188) -  (150,188)
December 31, 2007 $ (7,069) $             1,411,492 $ (710,126) $             1,969,308
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ONEOK, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

A. SUMMARY OF ACCOUNTING POLICIES
Nature of Operations - We purchase, transport, store and distribute natural gas. We are the largest natural gas distributor in Oklahoma and
Kansas and the third largest natural gas distributor in Texas, providing service as a regulated public utility to wholesale and retail customers. Our
largest distribution markets are Oklahoma City and Tulsa, Oklahoma; Kansas City, Wichita, and Topeka, Kansas; and Austin and El Paso,
Texas. Our energy services operation is engaged in wholesale and retail natural gas marketing and trading activities and provides services to
customers in many states and Canada. We are the sole general partner and own 45.7 percent of ONEOK Partners, L.P. (NYSE: OKS), a publicly
traded limited partnership. ONEOK Partners gathers, processes, stores and transports natural gas in the United States and owns natural gas
liquids systems that connect much of the natural gas and NGL supply in the Mid-Continent and Gulf Coast regions with key market centers in
Conway, Kansas, Mont Belvieu, Texas, and Chicago, Illinois.

Critical Accounting Policies

The following is a summary of our most critical accounting policies, which are defined as those policies most important to the portrayal of our
financial condition and results of operations and requiring management�s most difficult, subjective or complex judgment, particularly because of
the need to make estimates concerning the impact of inherently uncertain matters. We have discussed the development and selection of our
critical accounting policies and estimates with the Audit Committee of our Board of Directors.

Derivatives, Accounting for Financially Settled Transactions and Risk Management Activities - We engage in wholesale energy marketing,
retail marketing, trading and risk management activities. We account for derivative instruments utilized in connection with these activities and
services under the fair value basis of accounting in accordance with Statement 133, �Accounting for Derivative Instruments and Hedging
Activities,� as amended.

Under Statement 133, entities are required to record all derivative instruments at fair value. The fair value of a derivative instrument is
determined by commodity exchange prices, over-the-counter quotes, volatility, time value, counterparty credit and the potential impact on
market prices of liquidating positions in an orderly manner over a reasonable period of time under current market conditions. The majority of
our portfolio�s fair values are based on actual market prices. Transactions are also executed in markets for which market prices may exist but the
market may be relatively inactive, thereby resulting in limited price transparency that requires management�s subjectivity in estimating fair
values.

Market value changes result in a change in the fair value of our derivative instruments. The accounting for changes in the fair value of a
derivative instrument depends on whether it has been designated and qualifies as part of a hedging relationship and, if so, the nature of the risk
being hedged and how we will determine the hedging instrument is effective. If the derivative instrument does not qualify or is not designated as
part of a hedging relationship, then we account for changes in fair value of the derivative in earnings as they occur. Commodity price volatility
may have a significant impact on the gain or loss in a given period.

To minimize the risk of fluctuations in natural gas, NGLs and condensate prices, we periodically enter into futures, collars or swap transactions
in order to hedge anticipated purchases and sales of natural gas, NGLs, condensate and fuel requirements. Interest-rate swaps are also used to
manage interest-rate risk. Under certain conditions, we designate these derivative instruments as a hedge of exposure to changes in fair values or
cash flows. For hedges of exposure to changes in cash flow, the effective portion of the gain or loss on the derivative instrument is reported
initially as a component of accumulated other comprehensive income (loss) and is subsequently recorded to earnings when the forecasted
transaction affects earnings. Any ineffectiveness of designated hedges is reported in earnings during the period the ineffectiveness occurs. For
hedges of exposure to changes in fair value, the gain or loss on the derivative instrument is recognized in earnings during the period of change
together with the offsetting gain or loss on the hedged item attributable to the risk being hedged.

Upon election, many of our purchase and sale agreements that otherwise would be required to follow derivative accounting qualify as normal
purchases and normal sales under Statement 133 and are therefore exempt from fair value accounting treatment.
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The presentation of settled derivative instruments on either a gross or net basis in our Consolidated Statements of Income is dependent on a
number of factors, including whether the derivative instrument is (i) held for trading purposes, (ii) financially settled, (iii) results in physical
delivery or services rendered, and (iv) qualifies for the normal purchase or sale exception as defined in Statement 133. In accordance with EITF
03-11, �Reporting Realized Gains and Losses on Derivative Instruments That Are Subject to FASB Statement No. 133 and not �Held for Trading�
as Defined in EITF Issue No. 02-3,� EITF 99-19, �Reporting Revenue Gross as a Principal versus Net as an Agent,� and Statement 133, we report
settled derivative instruments as follows:

� all financially settled derivative contracts are reported on a net basis,
� derivative instruments considered held for trading purposes that result in physical delivery are reported on a net basis,
� derivative instruments not considered held for trading purposes that result in physical delivery or services rendered are reported on a

gross basis, and
� derivatives that qualify for the normal purchase or sale exception as defined in Statement 133 are reported on a gross basis.

We apply the indicators in EITF 99-19 to determine the appropriate accounting treatment for non-derivative contracts that result in physical
delivery.

See Note D for more discussion of derivatives and risk management activities.

Impairment of Long-Lived Assets, Goodwill and Intangible Assets - We assess our long-lived assets for impairment based on Statement 144,
�Accounting for the Impairment or Disposal of Long-Lived Assets.� A long-lived asset is tested for impairment whenever events or changes in
circumstances indicate that its carrying amount may exceed its fair value. Fair values are based on the sum of the undiscounted future cash flows
expected to result from the use and eventual disposition of the assets.

We assess our goodwill and intangible assets for impairment at least annually based on Statement 142, �Goodwill and Other Intangible Assets.�
An initial assessment is made by comparing the fair value of the operations with goodwill, as determined in accordance with Statement 142, to
the book value of each reporting unit. If the fair value is less than the book value, an impairment is indicated, and we must perform a second test
to measure the amount of the impairment. In the second test, we calculate the implied fair value of the goodwill by deducting the fair value of all
tangible and intangible net assets of the operations with goodwill from the fair value determined in step one of the assessment. If the carrying
value of the goodwill exceeds this calculated implied fair value of the goodwill, we will record an impairment charge. See Note E for more
discussion of goodwill.

Intangible assets with a finite useful life are amortized over their estimated useful life, while intangible assets with an indefinite useful life are
not amortized. All intangible assets are subject to impairment testing. Our ONEOK Partners segment had $443.0 million of intangible assets
recorded on our Consolidated Balance Sheet as of December 31, 2007, of which $287.5 million is being amortized over an aggregate
weighted-average period of 40 years, while the remaining balance has an indefinite life.

During 2006, we recorded a goodwill and asset impairment related to ONEOK Partners� Black Mesa Pipeline of $8.4 million and $3.6 million,
respectively, which were recorded as depreciation and amortization. The reduction to our net income, net of minority interests and income taxes,
was $3.0 million.

In the third quarter of 2005, we made the decision to sell our Spring Creek power plant, located in Oklahoma, and exit the power generation
business. In October 2005, we concluded that our Spring Creek power plant had been impaired and recorded an impairment expense of $52.2
million. This conclusion was based on our Statement 144 impairment analysis of the results of operations for this plant through September 30,
2005, and also the net sales proceeds from the anticipated sale of the plant. The sale was completed on October 31, 2006. This component of our
business is accounted for as discontinued operations in accordance with Statement 144.

Our total unamortized excess cost over underlying fair value of net assets accounted for under the equity method was $185.6 million as of
December 31, 2007 and 2006. Based on Statement 142, this amount, referred to as equity method goodwill, should continue to be recognized in
accordance with APB Opinion No. 18, �The Equity Method of Accounting for Investments in Common Stock.� Accordingly, we included this
amount in investment in unconsolidated affiliates on our accompanying Consolidated Balance Sheets.
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Pension and Postretirement Employee Benefits - We have defined benefit retirement plans covering certain full-time employees. We sponsor
welfare plans that provide postretirement medical and life insurance benefits to certain employees who retire with at least five years of service.
Our actuarial consultant calculates the expense and liability related to these plans and uses statistical and other factors that attempt to anticipate
future events. These factors include assumptions about the discount rate, expected return on plan assets, rate of future compensation increases,
age and employment periods. In determining the projected benefit obligations and costs, assumptions can change from period to period and
result in material changes in the costs and liabilities we recognize. See Note J for more discussion of pension and postretirement employee
benefits.

In September 2006, the FASB issued Statement 158, �Employers� Accounting for Defined Benefit Pension and Other Postretirement Plans,� which
required us to record a balance sheet liability equal to the difference between our benefit obligations and plan assets. Statement 158 was
effective for our year ended December 31, 2006, except for the measurement date change from September 30 to December 31, which will be
effective for our year ending December 31, 2008.

Contingencies - Our accounting for contingencies covers a variety of business activities, including contingencies for legal and environmental
exposures. We accrue these contingencies when our assessments indicate that it is probable that a liability has been incurred or an asset will not
be recovered and an amount can be reasonably estimated in accordance with Statement 5, �Accounting for Contingencies.� We base our estimates
on currently available facts and our estimates of the ultimate outcome or resolution. Actual results may differ from our estimates resulting in an
impact, either positive or negative, on earnings. See Note K for additional discussion of contingencies.

Significant Accounting Policies

Consolidation - Our consolidated financial statements include the accounts of ONEOK and our subsidiaries over which we have control. All
significant intercompany accounts and transactions have been eliminated in consolidation. Investments in affiliates are accounted for using the
equity method if we have the ability to exercise significant influence over operating and financial policies of our investee; conversely, if we do
not have the ability to exercise significant influence, then we use the cost method. Impairment of equity and cost method investments is assessed
when the impairments are other than temporary.

In June 2005, the FASB ratified the consensus reached in EITF Issue No. 04-5, �Determining Whether a General Partner, or the General Partners
as a Group, Controls a Limited Partnership or Similar Entity When the Limited Partners Have Certain Rights,� which presumes that a general
partner controls a limited partnership and therefore should consolidate the partnership in the financial statements of the general partner. Effective
January 1, 2006, we were required to consolidate ONEOK Partners� operations in our consolidated financial statements, and we elected to use the
prospective method. Accordingly, prior period financial statements have not been restated. The adoption of EITF 04-5 did not have an impact on
our net income; however, reported revenues, costs and expenses reflect the operating results of ONEOK Partners. Additionally, we recorded a
minority interests liability on our Consolidated Balance Sheets to recognize the 54.3 percent of ONEOK Partners that we do not own. We
reflected our 45.7 percent share of ONEOK Partners� accumulated other comprehensive income (loss) in our consolidated accumulated other
comprehensive income (loss). The remaining 54.3 percent is reflected as an adjustment to minority interests in consolidated subsidiaries.

Cash and Cash Equivalents - Cash equivalents consist of highly liquid investments, which are readily convertible into cash and have original
maturities of three months or less.

Short-Term Investments - Our short-term investments consist of auction-rate securities, which are corporate or municipal bonds that have
underlying long-term maturities. The interest rates are reset through auctions that are typically held every 7-35 days, at which time the securities
can be sold. Short-term investments in auction-rate securities are used as part of our cash management program. At December 31, 2007, we had
no short-term investments.

Inventories - Materials and supplies are valued at average cost. Noncurrent natural gas is classified as property and valued at cost. For our
ONEOK Partners segment, current natural gas and NGLs in storage are determined using the lower of cost or market method. Our Energy
Services segment values current natural gas in storage using the lower of cost or market method. Cost of current natural gas in storage for
Oklahoma Natural Gas is determined under the last-in, first-out (LIFO) methodology. The estimated replacement cost of current natural gas in
storage was $72.4 million and $45.4 million at December 31, 2007 and 2006, respectively, compared with its value under the LIFO method of
$85.4 million and $60.7 million at December 31, 2007 and 2006, respectively.
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As of January 1, 2008, Oklahoma Natural Gas is required to change from LIFO to the weighted-average cost methodology based on a change in
state law. The impact of this change on our consolidated financial statements is immaterial, as the actual cost of gas is recovered from our rate
payers through our purchased gas recovery mechanism.

Natural Gas Imbalances and Commodity Exchanges - Imbalances and NGL exchanges are valued at market or their contractually stipulated
rate. Imbalances and NGL exchanges are settled in cash or made up in-kind, subject to the terms of the pipelines� tariffs or by agreement.

In September 2005, the FASB ratified the consensus reached in EITF Issue No. 04-13, �Accounting for Purchases and Sales of Inventory with the
Same Counterparty.� EITF 04-13 defines when a purchase and a sale of inventory with the same party that operates in the same line of business
should be considered a single nonmonetary transaction. EITF 04-13 was effective for new arrangements that a company enters into in periods
beginning after March 15, 2006. We completed our review of the applicability of EITF 04-13 to our operations and determined that it did not
have a material impact on our results of operations or financial position.

Property - The following table sets forth our property, by segment, for the periods presented.

December 31,
2007 2006
(Thousands of dollars)

Non-Regulated
ONEOK Partners $     2,112,394 $     1,894,529
Energy Services 7,845 7,689
Other 177,356 166,430
Regulated
ONEOK Partners 2,323,977 1,529,923
Distribution 3,271,920 3,126,188
Property, plant and equipment 7,893,492 6,724,759
Accumulated depreciation and amortization 2,048,311 1,879,838
Net property, plant and equipment $ 5,845,181 $ 4,844,921

Gas processing plants, natural gas liquids fractionation plants and all other properties are stated at cost. Gas processing plants, natural gas liquids
fractionation plants and all other property and equipment are depreciated using the straight-line method over the estimated useful life.

Generally, we apply composite depreciation rates to functional groups of property having similar economic circumstances.

At December 31, 2007, we had construction work in process of $954.3 million that had not yet been put in service and therefore was not being
depreciated. Of this amount, $859.8 million was related to our ONEOK Partners segment, $51.3 million was related to our Distribution segment
and $43.2 million was related to our Other segment.

Certain maintenance and repairs are charged directly to expense. Gains and losses from sales or transfers of an entire operating unit or system
are recognized in income.

We capitalize interest expense during the construction or upgrade of qualifying assets. Interest expense capitalized in 2007 was $15.7 million,
which was recorded as a reduction to interest expense, and was not material in 2006 or 2005.

Regulated properties are stated at cost, which includes the equity portion of AFUDC. The equity portion of AFUDC represents the capitalization
of the estimated average cost of equity used during the construction of major projects and is recorded as a credit to the allowance for equity
funds used during construction. Generally, the cost of property retired or sold, plus removal costs, less salvage, is charged to accumulated
depreciation.
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The average depreciation rates for our regulated property are set forth in the following table for the periods indicated.

Years Ended December 31,
Regulated Property 2007 2006 2005
ONEOK Partners 2.4% - 2.5% 2.4% - 2.6% 2.7%
Distribution 2.7% - 3.0% 2.7% - 3.3% 2.8% - 3.3%

Environmental Expenditures - We accrue for losses associated with environmental remediation obligations when such losses are probable and
reasonably estimable. Accruals for estimated losses from environmental remediation obligations generally are recognized no later than
completion of the remedial feasibility study. Such accruals are adjusted as further information becomes available or circumstances change.
Recoveries of environmental remediation costs from other parties are recorded as assets when their receipt is deemed probable.

Revenue Recognition - Our ONEOK Partners segment includes natural gas gathering and processing, natural gas liquids gathering and
fractionation, natural gas pipelines, and natural gas liquids pipelines operations. ONEOK Partners� natural gas gathering and processing
operations record revenue when gas is processed in or transported through company facilities. ONEOK Partners� natural gas liquids gathering
and fractionation operations record operating revenues based upon contracted services and actual volumes exchanged or stored under service
agreements in the month services are provided. Operating revenue for ONEOK Partners� natural gas pipelines and natural gas liquids pipelines
operations is recognized based upon contracted capacity and contracted volumes transported and stored under service agreements in the period
services are provided.

Our Distribution segment recognizes revenue when services are rendered or product is delivered. Major industrial and commercial natural gas
distribution customers are invoiced as of the end of each month. All natural gas residential distribution customers and some commercial
customers are invoiced on a cyclical basis throughout the month, and we accrue unbilled revenues at the end of each month.

Our Energy Services segment recognizes revenue when services are rendered or product is delivered. Wholesale and retail customers are
invoiced as of the end of each month based on physical sales. Our fixed-price physical sales are accounted for as derivatives and are recorded at
fair value. Demand payments received for a requirements contract are recognized in the period in which the service is provided. See Note D
�Accounting Treatment� for additional information.

Accounts receivable from customers are reviewed regularly for collectibility. An allowance for doubtful accounts is recorded in situations where
collectibility is not reasonably assured.

Income Taxes - Income taxes are accounted for using the provisions of Statement 109, �Accounting for Income Taxes.� Deferred income taxes
are provided for the difference between the financial statement and income tax basis of assets and liabilities and carry forward items based on
income tax laws and rates existing at the time the temporary differences are expected to reverse. The effect on deferred taxes of a change in tax
rates is deferred and amortized for operations regulated by the OCC, KCC, RRC and various municipalities in Texas. For all other operations,
the effect is recognized in income in the period that includes the enactment date. We continue to amortize previously deferred investment tax
credits for ratemaking purposes over the period prescribed by the OCC, KCC, RRC and various municipalities in Texas.

In June 2006, the FASB issued FIN 48, �Accounting for Uncertainty in Income Taxes - An Interpretation of FASB Statement No. 109,� which was
effective for our year beginning January 1, 2007. This interpretation was issued to clarify the accounting for uncertainty in income taxes
recognized in the financial statements by prescribing a recognition threshold and measurement attribute for the financial statement recognition
and measurement of a tax position taken or expected to be taken in a tax return. FIN 48 requires the recognition of penalties and interest on any
unrecognized tax benefits. Our policy is to reflect penalties and interest as part of income tax expense as they become applicable. The adoption
of FIN 48 had an immaterial impact on our consolidated financial statements.

We file numerous consolidated and separate income tax returns in the United States federal jurisdiction and in many state jurisdictions. We also
file returns in Canada. No returns are currently under audit, and no extensions of statute of limitations have been requested or granted.
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Regulation - Our distribution operations and ONEOK Partners� intrastate natural gas transmission pipelines are subject to the rate regulation and
accounting requirements of the OCC, KCC, RRC and various municipalities in Texas. Other natural gas and natural gas liquids transportation
activities are subject to regulation by the FERC. Oklahoma Natural Gas, Kansas Gas Service, Texas Gas Service and portions of our ONEOK
Partners segment follow the accounting and reporting guidance contained in Statement 71, �Accounting for the Effects of Certain Types of
Regulation.� During the rate-making process, regulatory authorities may require us to defer recognition of certain costs to be recovered through
rates over time as opposed to expensing such costs as incurred. This allows us to stabilize rates over time rather than passing such costs on to the
customer for immediate recovery. Accordingly, actions of the regulatory authorities could have an affect on the amount recovered from rate
payers. Any difference in the amount recoverable and the amount deferred would be recorded as income or expense at the time of the regulatory
action. If all or a portion of the regulated operations becomes no longer subject to the provisions of Statement 71, a write-off of regulatory assets
and stranded costs may be required.

At December 31, 2007, we had regulatory assets that are being recovered through various rate cases in the amount of $309.4 million, included in
other assets on our 2007 Consolidated Balance Sheet.

Asset Retirement Obligations - Statement 143, �Accounting for Asset Retirement Obligations� applies to legal obligations associated with the
retirement of long-lived assets that result from the acquisition, construction, development and/or normal use of the asset. Statement 143 requires
that we recognize the fair value of a liability for an asset retirement obligation in the period when it is incurred if a reasonable estimate of the fair
value can be made. The fair value of the liability is added to the carrying amount of the associated asset and this additional carrying amount is
depreciated over the life of the asset. The liability is accreted at the end of each period through charges to operating expense. If the obligation is
settled for an amount other than the carrying amount of the liability, we will recognize a gain or loss on settlement. The depreciation and
amortization expense is immaterial to our consolidated financial statements.

In accordance with long-standing regulatory treatment, we collect through rates the estimated costs of removal on certain regulated properties
through depreciation expense, with a corresponding credit to accumulated depreciation and amortization. These removal costs are non-legal
obligations as defined by Statement 143. However, these non-legal asset removal obligations should be accounted for as a regulatory liability
under Statement 71. Historically, the regulatory authorities that have jurisdiction over our regulated operations have not required us to track this
amount; rather these costs are addressed prospectively as depreciation rates and are set in each general rate order. We have made an estimate of
our removal cost liability using current rates since the last general rate order in each of our jurisdictions. However, significant uncertainty exists
regarding the ultimate determination of this liability, pending, among other issues, clarification of regulatory intent. We continue to monitor the
regulatory authorities, and the liability may be adjusted as more information is obtained. We have reclassified the estimated non-legal asset
removal obligation from accumulated deprecation and amortization to non-current liabilities in other deferred credits on our Consolidated
Balance Sheets. To the extent this estimated liability is adjusted, such amounts will be reclassified between accumulated depreciation and
amortization and other deferred credits and therefore will not have an impact on earnings.

Share-Based Payment - In December 2004, the FASB issued Statement 123R, �Share-Based Payment,� which requires companies to expense the
fair value of share-based payments net of estimated forfeitures. We adopted Statement 123R as of January 1, 2006, and elected to use the
modified prospective method. Statement 123R did not have a material impact on our consolidated financial statements as we have been
expensing share-based payments since our adoption of Statement 148, �Accounting for Stock-Based Compensation - Transition and Disclosure,�
on January 1, 2003. Awards granted after the adoption of Statement 123R are expensed under the requirements of Statement 123R, while equity
awards granted prior to the adoption of Statement 123R will continue to be expensed under Statement 148.

Earnings per Common Share - Basic EPS is calculated based on the daily weighted average number of shares of common stock outstanding
during the period. Diluted EPS is calculated based on the daily weighted average number of shares of common stock outstanding during the
period plus potentially dilutive components. The dilutive components are calculated based on the dilutive effect for each quarter. For fiscal year
periods, the dilutive components for each quarter are averaged to arrive at the fiscal year-to-date dilutive component.
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Use of Estimates - The preparation of our consolidated financial statements and related disclosures in accordance with GAAP requires us to
make estimates and assumptions with respect to values or conditions that cannot be known with certainty that affect the reported amount of
assets and liabilities, and the disclosure of contingent assets and liabilities at the date of the consolidated financial statements. These estimates
and assumptions also affect the reported amounts of revenue and expenses during the reporting period. Items that may be estimated include, but
are not limited to, the economic useful life of assets, fair value of assets and liabilities, obligations under employee benefit plans, provisions for
uncollectible accounts receivable, unbilled revenues for natural gas delivered but for which meters have not been read, gas purchased expense
for natural gas purchased but for which no invoice has been received, provision for income taxes including any deferred tax valuation
allowances, the results of litigation and various other recorded or disclosed amounts.

We evaluate these estimates on an ongoing basis using historical experience, consultation with experts and other methods we consider
reasonable based on the particular circumstances. Nevertheless, actual results may differ significantly from the estimates. Any effects on our
financial position or results of operations from revisions to these estimates are recorded in the period when the facts that give rise to the revision
become known.

Other

Fair Value Measurements - In September 2006, the FASB issued Statement 157, �Fair Value Measurements,� which establishes a framework for
measuring fair value and requires additional disclosures about fair value measurements. Beginning January 1, 2008, we partially applied
Statement 157 as allowed by FASB Staff Position (FSP) 157-2, which delayed the effective date of Statement 157 for nonfinancial assets and
liabilities. As of January 1, 2008, we have applied the provisions of Statement 157 to our financial instruments and the impact was not material.
Under FSP 157-2, we will be required to apply Statement 157 to our nonfinancial assets and liabilities beginning January 1, 2009. We are
currently reviewing the applicability of Statement 157 to our nonfinancial assets and liabilities as well as the potential impact on our
consolidated financial statements.

In February 2007, the FASB issued Statement 159, �The Fair Value Option for Financial Assets and Financial Liabilities,� which allows
companies to elect to measure specified financial assets and liabilities, firm commitments, and nonfinancial warranty and insurance contracts at
fair value on a contract-by-contract basis, with changes in fair value recognized in earnings each reporting period. At January 1, 2008, we did
not elect the fair value option under Statement 159 and therefore there was no impact to our consolidated financial statements.

In April 2007, the FASB issued Staff Position No. FIN 39-1, �Amendment of FASB Interpretation No. 39,� which permits companies that enter
into master netting arrangements to offset cash collateral receivables or payables with net derivative positions under certain circumstances. FIN
39-1 is effective for our year beginning January 1, 2008. We have reviewed the applicability of FIN 39-1 to our operations and its potential
impact on our consolidated financial statements and have concluded the impact is immaterial.

Business Combinations - In December 2007, the FASB issued Statement 141R, �Business Combinations,� which will require most identifiable
assets, liabilities, noncontrolling interest (previously referred to as minority interests) and goodwill acquired in a business combination to be
recorded at full fair value. Statement 141R is effective for our year beginning January 1, 2009, and will be applied prospectively. We are
currently reviewing the applicability of Statement 141R to our operations and its potential impact on our consolidated financial statements.

Noncontrolling Interests - In December 2007, the FASB issued Statement 160, �Noncontrolling Interest in Consolidated Financial Statements -
an amendment to ARB No. 51,� which requires noncontrolling interests (previously referred to as minority interests) to be reported as a
component of equity. Statement 160 is effective for our year beginning January 1, 2009, and will require retroactive adoption of the presentation
and disclosure requirements for existing minority interests. We are currently reviewing the applicability of Statement 160 to our operations and
its potential impact on our consolidated financial statements.

Reclassifications - Certain amounts in our consolidated financial statements have been reclassified to conform to the 2007 presentation. These
reclassifications did not impact previously reported net income or shareholders� equity.
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B. ACQUISITIONS AND DIVESTITURES
Acquisition of NGL Pipeline - In October 2007, ONEOK Partners completed the acquisition of an interstate natural gas liquids and refined
petroleum products pipeline system and related assets from a subsidiary of Kinder Morgan Energy Partners, L.P. (Kinder Morgan) for
approximately $300 million, before working capital adjustments. The system extends from Bushton and Conway, Kansas, to Chicago, Illinois,
and transports, stores and delivers a full range of NGL and refined petroleum products. The FERC-regulated system spans 1,627 miles and has a
capacity to transport up to 134 MBbl/d. The transaction includes approximately 978 MBbl of owned storage capacity, eight NGL terminals and a
50 percent ownership of Heartland. ConocoPhillips owns the other 50 percent of Heartland and is the managing partner of the Heartland joint
venture, which consists primarily of three refined petroleum products terminals and connecting pipelines. Financing for this transaction came
from the proceeds of ONEOK Partners� September 2007 issuance of $600 million 6.85 percent Senior Notes due 2037 (the 2037 Notes). See
Note I for a discussion of the 2037 Notes. The working capital settlement has not been finalized; however, ONEOK Partners does not expect
material adjustments.

Overland Pass Pipeline Company - In May 2006, a subsidiary of ONEOK Partners entered into an agreement with a subsidiary of The
Williams Companies, Inc. (Williams) to form a joint venture called Overland Pass Pipeline Company. Overland Pass Pipeline Company is
building a 760-mile natural gas liquids pipeline from Opal, Wyoming, to the Mid-Continent natural gas liquids market center in Conway,
Kansas. The pipeline is designed to transport approximately 110 MBbl/d of unfractionated NGLs, which can be increased to approximately 150
MBbl/d with additional pump facilities. During 2006, ONEOK Partners paid $11.6 million to Williams for the acquisition of its interest in the
joint venture and for reimbursement of initial capital expenditures. A subsidiary of ONEOK Partners owns 99 percent of the joint venture and
will manage the construction project, advance all costs associated with construction and operate the pipeline. Within two years of the pipeline
becoming operational, Williams will have the option to increase its ownership up to 50 percent by reimbursing ONEOK Partners for its
proportionate share of all construction costs. If Williams exercises its option to increase its ownership to the full 50 percent, Williams would
have the option to become operator. This project has received the required approvals of various state and federal regulatory authorities, and
ONEOK Partners is constructing the pipeline with start-up currently scheduled for the second quarter 2008.

As part of a long-term agreement, Williams dedicated its NGL production from two of its natural gas processing plants in Wyoming to the
joint-venture company. Subsidiaries of ONEOK Partners will provide downstream fractionation, storage and transportation services to Williams.
The pipeline project is currently estimated to cost approximately $535 million, excluding AFUDC. In addition, ONEOK Partners is investing
approximately $216 million, excluding AFUDC, to expand its existing fractionation and storage capabilities and the capacity of its natural gas
liquids distribution pipelines. ONEOK Partners� financing for the projects may include a combination of short- or long-term debt or equity.

ONEOK Partners - In April 2006, we sold certain assets comprising our former gathering and processing, natural gas liquids, and pipelines and
storage segments to ONEOK Partners for approximately $3 billion, including $1.35 billion in cash, before adjustments, and approximately
36.5 million Class B limited partner units in ONEOK Partners. The Class B limited partner units and the related general partner interest
contribution were valued at approximately $1.65 billion. We also purchased, through ONEOK Partners GP, from an affiliate of TransCanada,
17.5 percent of the general partner interest in ONEOK Partners for $40 million. This purchase resulted in our owning the entire 2 percent general
partner interest in ONEOK Partners. Following the completion of the transactions, we own a total of approximately 37.0 million common and
Class B limited partner units and the entire 2 percent general partner interest and control the partnership. Our overall interest in ONEOK
Partners, including the 2 percent general partner interest, is 45.7 percent.

Disposition of 20 percent interest in Northern Border Pipeline - In April 2006, in connection with the transactions described immediately
above, our ONEOK Partners segment completed the sale of a 20 percent partnership interest in Northern Border Pipeline to TC PipeLines for
approximately $297 million. Our ONEOK Partners segment recorded a gain on sale of approximately $113.9 million in the second quarter of
2006. ONEOK Partners and TC PipeLines each now own a 50 percent interest in Northern Border Pipeline, and an affiliate of TransCanada
became operator of the pipeline in April 2007. Neither ONEOK Partners nor TC PipeLines has control of Northern Border Pipeline, as control is
shared equally through Northern Border Pipeline�s Management Committee. As a result of this transaction, ONEOK Partners� interest in Northern
Border Pipeline is accounted for as an investment under the equity method, applied on a retroactive basis to January 1, 2006.
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Acquisition of Guardian Pipeline Interests - In April 2006, our ONEOK Partners segment acquired the 66-2/3 percent interest in Guardian
Pipeline not previously owned by ONEOK Partners for approximately $77 million, increasing its ownership interest to 100 percent. ONEOK
Partners used borrowings from its credit facility to fund the acquisition of the additional interest in Guardian Pipeline. Following the completion
of the transaction, we consolidated Guardian Pipeline in our consolidated financial statements. This change was accounted for on a retroactive
basis to January 1, 2006.

Disposition of Spring Creek - In October 2005, we entered into an agreement to sell our Spring Creek power plant, located in Oklahoma, to
Westar Energy, Inc. (Westar) for $53 million. The transaction received FERC approval and the sale was completed on October 31, 2006. The
300-megawatt gas-fired merchant power plant was built in 2001 to supply electrical power during peak periods using gas-powered turbine
generators. The financial information related to the properties sold is reflected as a discontinued component in our consolidated financial
statements. All periods presented have been restated to reflect the discontinued component. See Note C for additional information.

Disposition of Production Segment - In September 2005, we completed the sale of our former production segment to TXOK Acquisition, Inc.
for $645 million, before adjustments, and recognized a pre-tax gain on the sale of approximately $240.3 million. The gain reflects the cash
received less adjustments, selling expenses and the net book value of the assets sold. The proceeds from the sale were used to reduce debt. The
financial information related to the properties sold is reflected as a discontinued component in our consolidated financial statements. All periods
presented have been restated to reflect the discontinued component. See Note C for additional information.

Acquisition of Koch Industries Natural Gas Liquids Business - In July 2005, we completed the acquisition of the natural gas liquids
businesses owned by several affiliates and a subsidiary of Koch Industries, Inc. (Koch) for approximately $1.33 billion, net of working capital
and cash received. This transaction included Koch Hydrocarbon, LP�s entire Mid-Continent natural gas liquids fractionation business; Koch
Pipeline Company, L.P.�s natural gas liquids pipeline distribution systems; Chisholm Pipeline Holdings, Inc., now Chisholm Pipeline Holdings,
L.L.C., which has a 50 percent ownership interest in Chisholm Pipeline Company; MBFF, L.P., now ONEOK MBI, L.P., which owns an 80
percent interest in a 160 MBbl/d fractionator at Mont Belvieu, Texas; and Koch Vesco Holdings, L.L.C., now ONEOK Vesco Holdings, L.L.C.,
an entity that owns a 10.2 percent interest in Venice Energy Services Company, L.LC. These assets are included in our consolidated financial
statements beginning on July 1, 2005.

The unaudited pro forma information in the table below presents a summary of our consolidated results of operations as if the acquisition of the
Koch natural gas liquids businesses had occurred at the beginning of the periods presented. The results do not necessarily reflect the results that
would have been obtained if the acquisition had actually occurred on the dates indicated or results that may be expected in the future.

Pro Forma Year Ended

December 31, 2005
(Thousand of dollars,

except per share amounts)
Net margin $ 1,409,232
Net income $ 550,998
Net earnings per share, basic $ 5.48
Net earnings per share, diluted $ 5.10

Other - In December 2005, we sold our natural gas gathering and processing assets located in Texas to a subsidiary of Eagle Rock Energy, Inc.
for approximately $527.2 million and recorded a pre-tax gain of $264.2 million, which is included in gain on sale of assets in our operating
income. The gain reflects the cash received less adjustments, selling expenses and the net book value of the assets sold.
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C. DISCONTINUED OPERATIONS
In September 2005, we completed the sale of our former production segment to TXOK Acquisition, Inc. for $645 million, before adjustments,
and recognized a pre-tax gain on the sale of approximately $240.3 million. The gain reflects the cash received less adjustments, selling expenses
and the net book value of the assets sold. The proceeds from the sale were used to reduce debt. Our Board of Directors authorized management
to pursue the sale in July 2005, which resulted in our former production segment being classified as held for sale beginning July 1, 2005.

Additionally, in the third quarter of 2005, we made the decision to sell our Spring Creek power plant, located in Oklahoma, and exit the power
generation business. In October 2005, we concluded that our Spring Creek power plant had been impaired and recorded an impairment expense
of $52.2 million. We subsequently entered into an agreement to sell our Spring Creek power plant to Westar for $53 million. The transaction
received FERC approval and the sale was completed on October 31, 2006. The 300-megawatt gas-fired merchant power plant was built in 2001
to supply electrical power during peak periods using gas-powered turbine generators.

At the time of the sale, we retained a contract with the Oklahoma Municipal Power Authority (OMPA) that required us to provide OMPA with
75 megawatts of firm capacity per month for a monthly fixed charge of approximately $0.4 million through December 31, 2015. To fulfill our
obligations under this contract, we entered into an agreement with Westar to purchase 75 megawatts of firm capacity on the same terms as our
agreement with OMPA. In an arbitration ruling dated October 11, 2007, our contract with OMPA was terminated as of that date and we were
awarded payment for our services through that date. We are currently evaluating our alternatives with respect to our contract with Westar.

These components of our business are accounted for as discontinued operations in accordance with Statement 144. Accordingly, amounts in our
consolidated financial statements and related notes for all periods shown relating to our former production segment and our power generation
business are reflected as discontinued operations.

The amounts of revenue, costs and income taxes reported in discontinued operations are set forth in the table below for the periods indicated.

Years Ended
December 31,

2006 2005
(Thousands of dollars)

Operating revenues $ 10,646 $ 135,213
Cost of sales and fuel 7,393 38,398
Net margin 3,253 96,815
Impairment expense -  52,226
Operating costs 837 24,302
Depreciation and amortization -  17,919
Operating income 2,416 2,368
Other income (expense), net -  252
Interest expense 3,013 12,588
Income taxes (232) (3,788)
Income (loss) from operations of discontinued components, net $ (365) $ (6,180)

Gain on sale of discontinued components, net of tax of $90.7 million $ -  $ 149,577
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D. ENERGY MARKETING AND RISK MANAGEMENT ACTIVITIES AND FAIR VALUE OF FINANCIAL INSTRUMENTS
Risk Policy and Oversight - Market risks are monitored by our risk control group that operates independently from the operating segments that
create or actively manage these risk exposures. The risk control group ensures compliance with our risk management policies.

We control the scope of risk management, marketing and trading operations through a comprehensive set of policies and procedures involving
senior levels of management. The Audit Committee of our Board of Directors has oversight responsibilities for our risk management limits and
policies. Our risk oversight committee, comprised of corporate and business segment officers, oversees all activities related to commodity price
and credit risk management, and marketing and trading activities. The committee also monitors risk metrics including value-at-risk (VAR) and
mark-to-market losses. We have a corporate risk control organization that is assigned responsibility for establishing and enforcing the policies
and procedures and monitoring certain risk metrics. Key risk control activities include credit review and approval, credit and performance risk
measurement and monitoring, validation of transactions, portfolio valuation, VAR and other risk metrics.

Commodity and Interest Rate Risk Management Activities - Our operating results are affected by commodity price fluctuations. We
routinely enter into derivative financial instruments to minimize the risk of commodity price fluctuations related to anticipated sales of natural
gas and condensate, NGLs, purchase and sale commitments, fuel requirements, currency exposure, transportation and storage contracts, and
natural gas inventories. We are also subject to the risk of interest rate fluctuations in the normal course of business. We manage interest rate risk
through the use of fixed-rate debt, floating-rate debt and, at times, interest-rate swaps.

Our Energy Services segment includes our wholesale and retail natural gas marketing and financial trading operations. Our Energy Services
segment generally attempts to manage the commodity risk of our fixed-price physical purchase and sale commitments through the use of
derivative instruments. With respect to the net open positions that exist within our marketing and financial trading operations, fluctuating
commodity market prices can impact our financial position and results of operations, either favorably or unfavorably. The net open positions are
actively managed and the impact of the changing prices on our financial condition at a point in time is not necessarily indicative of the impact of
price movements throughout the year.

Operating margins associated with our ONEOK Partners segments� natural gas gathering and processing, and natural gas liquids gathering and
fractionation activities are sensitive to changes in natural gas, condensate and NGL prices, principally as a result of contractual terms under
which natural gas is processed and products are sold. ONEOK Partners uses physical forward sales and derivative instruments to secure a certain
price for natural gas, condensate and NGL products.

Our Distribution segment also uses derivative instruments to hedge the cost of anticipated natural gas purchases during the winter heating
months to protect their customers from upward volatility in the market price of natural gas. Gains or losses associated with these derivative
instruments are included in, and recoverable through, the monthly purchased gas cost mechanism.

Accounting Treatment - We account for derivative instruments and hedging activities in accordance with Statement 133, �Accounting for
Derivative Instruments and Hedging Activities,� as amended. Under Statement 133, entities are required to record all derivative instruments at
fair value. The accounting for changes in the fair value of a derivative instrument depends on whether it has been designated and qualifies as part
of a hedging relationship and, if so, the reason for holding it. If the derivative instrument does not qualify or is not designated as part of a
hedging relationship, then we account for changes in fair value of the derivative instrument in earnings as they occur. We record changes in the
fair value of derivative instruments that are considered held for trading purposes as energy trading revenues, net and derivative instruments
considered not held for trading purposes as cost of sales and fuel in our Consolidated Statements of Income. If certain conditions are met,
entities may elect to designate a derivative instrument as a hedge of exposure to changes in fair values, cash flows or foreign currencies. For
hedges of exposure to changes in fair value, the gain or loss on the derivative instrument is recognized in earnings during the period of change
together with the offsetting loss or gain on the hedged item attributable to the risk being hedged. The difference between the change in fair value
of the derivative instrument and the change in fair value of the hedged item represents hedge ineffectiveness, which is reported in earnings
during the period the ineffectiveness occurs. For hedges of exposure to changes in cash flow, the effective portion of the gain or loss on the
derivative instrument is reported initially as a component of accumulated other comprehensive income (loss) and is subsequently recorded to
earnings when the forecasted transaction affects earnings.
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As required by Statement 133, we formally document all relationships between hedging instruments and hedged items, as well as risk
management objectives, strategies for undertaking various hedge transactions and methods for assessing and testing correlation and hedge
ineffectiveness. We specifically identify the asset, liability, firm commitment or forecasted transaction that has been designated as the hedged
item. We assess the effectiveness of hedging relationships by performing a regression analysis on our cash flow and fair value hedging
relationships quarterly to ensure the hedge relationships are highly effective on a retrospective and prospective basis, as required by Statement
133.

EITF 03-11, �Reporting Realized Gains and Losses on Derivative Instruments That Are Subject to FASB Statement No. 133 and Not �Held for
Trading Purposes� as Defined in EITF Issue No. 02-3,� provides that the determination of whether realized gains and losses on physically settled
derivative contracts not held for trading purposes should be reported in the income statement on a gross or net basis is a matter of judgment that
depends on the relevant facts and circumstances. Consideration of the facts and circumstances should be made in the context of the various
activities of the entity rather than based solely on the terms of the individual contracts.

We evaluate the accounting treatment related to the presentation of revenues from the different types of activities to determine which amounts
should be reported on a gross or net basis under the guidance in EITF 03-11. For derivative instruments considered held for trading purposes that
result in physical delivery, the indicators in EITF 02-3, �Issues Involved in Accounting for Derivative Contracts Held for Trading Purposes and
Contracts Involved in Energy Trading and Risk Management Activities� are used to determine the proper treatment. These activities and all
financially settled derivative contracts are reported on a net basis.

For derivative instruments that are not considered held for trading purposes and that result in physical delivery, the indicators in EITF 03-11 and
EITF Issue No. 99-19, �Reporting Revenue Gross as a Principal versus Net as an Agent,� are used to determine the proper treatment. We account
for the realized revenues and purchase costs of these contracts that result in physical delivery on a gross basis. We apply the indicators in EITF
99-19 to determine the appropriate accounting treatment for non-derivative contracts that result in physical delivery. Derivatives that qualify for
the normal purchase or sale exception as defined in Statement 133 are also reported on a gross basis.

Cash flows from futures, forwards, options and swaps that are accounted for as hedges are included in the same cash flow statement category as
the cash flows from the related hedged items.

Fair Value Hedges - In 2007 and prior years, we and ONEOK Partners terminated various interest-rate swap agreements. The net savings from
the termination of these swaps are being recognized in interest expense over the terms of the debt instruments originally hedged. Net interest
expense savings for 2007 for all terminated swaps was $10.3 million, and the remaining net savings for all terminated swaps will be recognized
over the following periods.

ONEOK

ONEOK

Partners Total
(Millions of dollars)

2008 $ 6.7 $ 3.7 $ 10.4
2009 5.6 3.7 9.3
2010 5.5 3.7 9.2
2011 2.5 0.9 3.4
2012 0.8 -  0.8
Thereafter 12.0 -  12.0

At December 31, 2007, the interest on $340 million of fixed-rate debt was swapped to floating using interest-rate swaps. The floating rate was
based on both the three- and six-month LIBOR, depending upon the swap. Based on the actual performance through December 31, 2007, the
weighted-average interest rate on the swapped debt increased from 6.44 percent to 6.74 percent. At December 31, 2007, we recorded a net
liability of $1.5 million to recognize the interest-rate swaps at fair value. Long-term debt was decreased by $1.5 million to recognize the change
in the fair value of the related hedged liability. See Note I for additional discussion of long-term debt.

Our Energy Services segment uses basis swaps to hedge the fair value of certain firm transportation commitments. Net gains or losses from the
fair value hedges are recorded to cost of sales and fuel. The ineffectiveness related to these hedges included losses of $5.3 million and $9.0
million for 2007 and 2006, respectively, and was not material in 2005.
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In September 2007, our Energy Services segment was notified that a portion of the volume contracted under our firm transportation agreement
with Cheyenne Plains Gas Pipeline Company would be curtailed due to a fire at a Cheyenne Plains pipeline compressor station. The fire
damaged a significant amount of instrumentation and electrical wiring, causing Cheyenne Plains Gas Pipeline Company to declare a force
majeure event on the pipeline. This firm commitment was hedged in accordance with Statement 133. The discontinuance of fair value hedge
accounting on the portion of the firm commitment that was impacted by the force majeure event resulted in a loss of approximately $5.5 million.

Cash Flow Hedges - Our Energy Services segment uses futures and swaps to hedge the cash flows associated with our anticipated purchases
and sales of natural gas and the cost of fuel used in transportation of natural gas. Accumulated other comprehensive income (loss) at
December 31, 2007, includes gains of approximately $36.2 million, net of tax, related to these hedges that will be realized within the next 17
months as forecasted transactions affect earnings. If prices remain at current levels, we will recognize $40.2 million in net gains over the next 12
months, and we will recognize net losses of $4.0 million thereafter. In accordance with Statement 133, the actual gains or losses will be
reclassified into earnings when the related physical transactions affect earnings.

Our ONEOK Partners segment periodically enters into derivative instruments to hedge the cash flows associated with its exposure to changes in
the price of natural gas, condensate and NGL products and the gross processing spread. If prices remain at current levels, our ONEOK Partners
segment will recognize $4.6 million in net losses, all of which will be recognized over the next 12 months.

For all of our segments, net gains and losses are reclassified out of accumulated other comprehensive income (loss) to operating revenues or cost
of sales and fuel in the period the ineffectiveness occurs. Ineffectiveness related to our cash flow hedges resulted in gains of approximately $0.2
million and $15.0 million in 2007 and 2006, respectively, and losses of approximately $33.9 million in 2005. In the event that forecasted
transactions do not occur, we would discontinue cash flow hedge treatment, which would affect earnings. There were no losses in 2007, 2006 or
2005 due to the discontinuance of cash flow hedge treatment.

Fair Value - The following table represents the fair value of our energy marketing and risk management assets and liabilities for the periods
indicated.

December 31, 2007 December 31, 2006
Assets Liabilities Assets Liabilities

(Thousands of dollars)
Energy Services - financial non-trading instruments:
Natural gas
Exchange-traded instruments $ 4,739 $ 14,853 $ 19,681 $ 67,741
Over-the-counter swaps 41,633 19,160 119,244 94,588
Options 4,786 2,467 16,738 5,733
Other (a) 7,469 2,741 37,333 27,080

58,627 39,221 192,996 195,142
Energy Services - financial trading instruments:
Natural gas
Exchange-traded instruments 1,641 888 25,800 26,310
Over-the-counter swaps 11,258 8,013 42,740 45,452
Options 35,942 18,654 4,013 5,134
Other (a) 420 287 34 36

49,261 27,842 72,587 76,932
ONEOK Partners - cash flow hedges -  21,304 2,154 3,875
Distribution - natural gas swaps -  9,752 -  15,239
Energy Services - cash flow hedges 57,966 8,344 209,590 71,061
Energy Services - fair value hedges 5,237 51,343 15,476 68,177
Interest rate swaps - fair value hedges 1,496 2,958 - 13,544

Total fair value $ 172,587 $ 160,764 $ 492,803 $ 443,970

(a) - Other includes physical.
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Fair value estimates consider the market in which the transactions are executed. The market in which exchange-traded and over-the-counter
transactions are executed is a factor in determining fair value. We utilize third-party references for pricing points from NYMEX and third-party
over-the-counter brokers to establish the commodity pricing and volatility curves. We believe the reported transactions from these sources are
the most reflective of current market prices. The estimate of fair value includes an adjustment for the liquidation of the position in an orderly
manner over a reasonable period of time under current market conditions. The fair value estimate also considers the risk of nonperformance
based on credit considerations of the counterparty.

Credit Risk - We maintain credit policies with regard to our counterparties that we believe minimize overall credit risk. These policies include
an evaluation of potential counterparties� financial condition (including credit ratings), collateral requirements under certain circumstances and
the use of standardized agreements which allow for netting of positive and negative exposures associated with a single counterparty.

Our counterparties consist primarily of financial institutions, major energy companies, LDCs, electric utilities and commercial and industrial
end-users. This concentration of counterparties may impact our overall exposure to credit risk, either positively or negatively, in that the
counterparties may be similarly affected by changes in economic, regulatory or other conditions. Based on our policies, exposures, credit and
other reserves, we do not anticipate a material adverse effect on our financial position or results of operations as a result of counterparty
nonperformance.

Financial Instruments - The following information represents the carrying amounts and estimated fair values of our financial instruments for
the periods indicated, excluding energy marketing and risk management assets and liabilities, which are listed in the table above.

The approximate fair value of cash and cash equivalents, short-term investments, accounts and notes receivable and accounts and notes payable
is equal to book value due to their short-term nature. The estimated fair value of long-term debt has been determined using quoted market prices
of the same or similar issues, discounted cash flows, and/or rates currently available to us for debt with similar terms and remaining maturities.
The book value of our long-term debt was $4.64 billion and $4.05 billion at December 31, 2007 and 2006, respectively. The approximate fair
value of our long-term debt was $4.75 billion and $4.09 billion at December 31, 2007 and 2006, respectively.

At December 31, 2007, our investment securities classified as available for sale had an aggregate fair value of $24.2 million. We reported $13.7
million and $12.6 million in accumulated other comprehensive income (loss) for net unrealized holding gains on available-for-sale securities in
2007 and 2006, respectively. For 2007 and 2006, no gains or losses related to available-for-sale securities were reclassified to earnings from
other comprehensive income (loss). We had no material securities classified as available for sale at December 31, 2005.

E. GOODWILL AND INTANGIBLE ASSETS
Goodwill

Activity - There was no change in the carrying amounts of goodwill during 2007. The following table reflects the changes in the carrying
amount of goodwill for the period indicated.

Balance

December 31, 2005 Additions Adjustments

Adoption of

EITF 04-5

Balance

December 31, 2006
(Thousands of dollars)

ONEOK Partners $ 211,087 $ 37,489 $ (2,001) $ 184,843 $ 431,418
Distribution 157,953 -  -  -  157,953
Energy Services 10,255 -  -  -  10,255
Other 1,099 -  -  -  1,099
Total Goodwill $ 380,394 $ 37,489 $ (2,001) $ 184,843 $ 600,725

Goodwill additions for 2006 in our ONEOK Partners segment include $7.5 million related to the consolidation of Guardian Pipeline, of which
$5.7 million relates to the purchase of the 66-2/3 percent interest not previously owned by ONEOK Partners, and $2.1 million related to the
incremental 1 percent acquisition in an affiliate that was previously accounted for under the equity method. Following ONEOK Partners�
acquisition of the additional 1 percent interest, we began consolidating the entity.
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Goodwill increased by approximately $27.9 million relating to ONEOK Partners� 2003 acquisition of Viking Gas Transmission. In accounting
for the acquisition, the entire purchase price was allocated to the fair value of the tangible assets including plant in service. Since that date, we
have determined that the amount of purchase price representing a premium over Viking Gas Transmission�s historic rate base is not being
recovered in its rates and, accordingly, should be accounted for as goodwill under Statement 142.

Goodwill adjustments for 2006 in our ONEOK Partners segment include an $8.4 million reduction related to the Black Mesa Pipeline
impairment, offset by $6.4 million in purchase price adjustments.

In accordance with EITF 04-5, we consolidated our ONEOK Partners segment beginning January 1, 2006. The adoption of EITF 04-5 resulted in
$152.8 million of ONEOK Partners� goodwill being included on our 2006 Consolidated Balance Sheet and $32.0 million of goodwill that was
previously recorded as our equity investment in ONEOK Partners.

Equity Method Goodwill - For the investments we account for under the equity method, the premium or excess cost over underlying fair value
of net assets is referred to as equity method goodwill. Investment in unconsolidated affiliates on our accompanying Consolidated Balance Sheets
includes equity method goodwill of $185.6 million as of December 31, 2007 and 2006.

Impairment Test - We apply the provisions of Statement 142, �Goodwill and Other Intangible Assets,� and perform our annual goodwill
impairment testing on July 1. There were no impairment charges resulting from the July 1, 2007, impairment testing, and no events indicating
impairment have occurred subsequent to that date.

Intangible Assets

Our ONEOK Partners segment had $287.5 million of intangible assets related to contracts acquired through our acquisition of the natural gas
liquids businesses from Koch, which are being amortized over an aggregate weighted-average period of 40 years. The remaining balance has an
indefinite life. The aggregate amortization expense for each of the next five years is estimated to be approximately $7.7 million. Amortization
expense for intangible assets for both 2007 and 2006 was $7.7 million. The following table reflects the gross carrying amount and accumulated
amortization of intangible assets for the periods presented.

Gross

Intangibles

Accumulated

Amortization

Net

Intangibles
(Thousands of dollars)

December 31, 2007 $ 462,214 $ (19,166) $ 443,048
December 31, 2006 462,214 (11,499) 450,715

The adoption of EITF 04-5 resulted in the addition of $123.0 million of intangible assets, which was previously recorded as our equity
investment in ONEOK Partners. An additional $32.5 million was recorded related to the general partner incentive distribution rights acquired
through the purchase of the remaining 17.5 percent of the general partner interest from TransCanada. These intangible assets have an indefinite
life; accordingly, they are not subject to amortization but are subject to impairment testing.
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F. COMPREHENSIVE INCOME
The table below shows the gross amount of other comprehensive income (loss) and related tax (expense) benefit for the periods indicated.

Year Ended
December 31, 2007

Year Ended
December 31, 2006

Gross

Tax

(Expense)

or Benefit Net Gross

Tax

(Expense)

or Benefit Net
(Thousands of dollars)

Unrealized gains (losses) on energy marketing and risk
management assets/liabilities $ 48,888 $ (21,836) $ 27,052 $ 342,629 $ (132,810) $ 209,819
Unrealized holding gains (losses) arising during the
period 1,735 (671) 1,064 20,571 (7,957) 12,614
Realized (gains) losses in net income (149,535) 57,840 (91,695) (115,222) 44,568 (70,654)
Change in pension and postretirement benefit plan
liability 27,687 (10,709) 16,978 (143,348) 55,447 (87,901)
Other comprehensive income (loss) $ (71,225) $ 24,624 $ (46,601) $ 104,630 $ (40,752) $ 63,878

The table below shows the balance in accumulated other comprehensive income (loss) for the periods indicated. See Note J for more information
regarding the adoption of Statement 158.

Unrealized Gains

(Losses) on Energy

Marketing and Risk
Management

Assets/Liabilities

Unrealized Gains on

Available-for-Sale

Securities

Pension and

Postretirement

Benefit Plan

Obligations

Accumulated

Other

Comprehensive
Income (Loss)

(Thousands of dollars)
December 31, 2005 $ (49,194) $ -  $ (7,797) $ (56,991)
Other comprehensive income (loss) 139,165 12,614 (87,901) 63,878
Adoption of Statement 158 -  -  32,645 32,645
December 31, 2006 $ 89,971 $ 12,614 $ (63,053) $ 39,532
Other comprehensive income (loss) (64,643) 1,064 16,978 (46,601)
December 31, 2007 $ 25,328 $ 13,678 $ (46,075) $ (7,069)

G. CAPITAL STOCK
Series A and B Convertible Preferred Stock - There are no shares of Series A or Series B currently outstanding.

Series C Preferred Stock - Series C Preferred Stock (Series C) is designed to protect our shareholders from coercive or unfair takeover tactics.
If issued, holders of shares of Series C are entitled to receive, in preference to the holders of ONEOK Common Stock, quarterly dividends in an
amount per share equal to the greater of $0.50 or, subject to adjustment, 100 times the aggregate per share amount of all cash dividends, and 100
times the aggregate per share amount (payable in kind) of all non-cash dividends. No shares of Series C have been issued.
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Common Stock - At December 31, 2007, we had approximately 179 million shares of authorized and unreserved common stock available for
issuance.

Stock Repurchase Plan - On May 17, 2007, our Board of Directors authorized a stock buy back program to repurchase up to 7.5 million shares
of our currently issued and outstanding common stock. On June 28, 2007, we repurchased 7.5 million shares of our outstanding common stock
under an accelerated share repurchase agreement with Bank of America, N.A. (Bank of America) at an initial price of $49.33 per share for a total
of $370 million. Bank of America borrowed 7.5 million of our shares from third parties and purchased shares in the open market to settle its
short position. Our repurchase was subject to a financial adjustment based on the volume-weighted average price, less a discount, of the shares
subsequently repurchased by
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Bank of America over the course of the repurchase period. The price adjustment could have been settled, at our option, in cash or in shares of
our common stock. In September 2007, the accelerated share repurchase agreement with Bank of America was settled, which resulted in Bank of
America delivering an additional 186,402 shares of our common stock to us at no additional cost. All shares under this accelerated repurchase
agreement were recorded as treasury shares in our Consolidated Balance Sheet as of December 31, 2007. These transactions completed the plan
approved by our Board of Directors and we have no remaining shares available for repurchase under our stock repurchase plan.

On August 7, 2006, under a previously authorized stock repurchase plan, we repurchased 7.5 million shares of our outstanding common stock
under an accelerated share repurchase agreement with UBS Securities LLC (UBS) at an initial price of $37.52 per share for a total of $281.4
million. These shares were recorded as treasury shares in our Consolidated Balance Sheets. UBS borrowed 7.5 million of our shares from third
parties and purchased shares in the open market to settle its short position. Our repurchase was subject to a financial adjustment based on the
volume-weighted average price, less a discount, of the shares subsequently repurchased by UBS over the course of the repurchase period. The
price adjustment could have been settled, at our option, in cash or in shares of our common stock. In February 2007, the forward purchase
contract with UBS was settled for a cash payment of $20.1 million, which was recorded in equity.

In accordance with EITF Issue No. 99-7, �Accounting for an Accelerated Share Repurchase Program,� the repurchases were accounted for as two
separate transactions: (i) as shares of common stock acquired in a treasury stock transaction recorded on the acquisition date and (ii) as a forward
contract indexed to our common stock. Additionally, we classified the forward contracts as equity under EITF Issue No. 00-19, �Accounting for
Derivative Financial Instruments Indexed to, and Potentially Settled in, a Company�s Own Stock.�

During 2005, we repurchased 7.5 million shares of our common stock under a previously authorized stock repurchase plan.

Dividends - Quarterly dividends paid on our common stock for shareholders of record as of the close of business on January 31, 2007, April 30,
2007, July 31, 2007, and October 31, 2007, were $0.34 per share, $0.34 per share, $0.36 per share and $0.36 per share, respectively.
Additionally, a quarterly dividend of $0.38 per share was declared in January 2008, payable in the first quarter of 2008.

Equity Units - On February 16, 2006, we successfully settled our 16.1 million equity units to 19.5 million shares of our common stock. Of this
amount, 8.3 million shares were issued from treasury stock and approximately 11.2 million shares were newly issued. Holders of the equity units
received 1.2119 shares of our common stock for each equity unit they owned. The number of shares that we issued for each stock purchase
contract was determined based on our average closing price over the 20 trading day period ending on the third trading day prior to February 16,
2006. With the settlement, we received $402.4 million in cash, which was used to pay down our short-term bridge financing agreement.

H. CREDIT FACILITIES AND SHORT-TERM NOTES PAYABLE
General - The total amount of short-term borrowings authorized by our Board of Directors is $2.5 billion. Our commercial paper and short-term
notes payable, excluding ONEOK Partners� short-term notes payable, carried an average interest rate of 5.00 percent at December 31, 2007, and
there was none outstanding at December 31, 2006. ONEOK Partners� short-term notes payable carried average interest rates of 5.40 percent and
6.75 percent at December 31, 2007 and 2006, respectively.

ONEOK Credit Agreement - In April 2006, we amended our 2004 $1.2 billion credit agreement (ONEOK Credit Agreement) to accommodate
the transaction with ONEOK Partners. This amendment included changes to the material adverse effect representation, the burdensome
agreement representation and the covenant regarding maintenance of control of ONEOK Partners.

In July 2006, we amended and restated our ONEOK Credit Agreement. The amended agreement includes revised pricing, an extension of the
maturity date from 2009 to 2011, an option for additional extensions of the maturity date with the consent of the lenders, and an option to
request an increase in the commitments of the lenders of up to an additional $500 million. The interest rates applicable to extensions of credit
under this agreement are based, at our election, on either (i) the higher of prime or one-half of one percent above the Federal Funds Rate, which
is the rate that banks charge each other for the overnight borrowing of funds, or (ii) the Eurodollar rate plus a set number of basis points based on
our current long-term unsecured debt ratings.
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Under the ONEOK Credit Agreement, we are required to comply with certain financial, operational and legal covenants. Among other things,
these requirements include:

� a $500 million sublimit for the issuance of standby letters of credit,
� a limitation on our debt-to-capital ratio, which may not exceed 67.5 percent at the end of any calendar quarter,
� a requirement that we maintain the power to control the management and policies of ONEOK Partners, and
� a limit on new investments in master limited partnerships.

The ONEOK Credit Agreement also contains customary affirmative and negative covenants, including covenants relating to liens, investments,
fundamental changes in our businesses, changes in the nature of our businesses, transactions with affiliates, the use of proceeds and a covenant
that prevents us from restricting our subsidiaries� ability to pay dividends. The debt covenant calculations in the ONEOK Credit Agreement
exclude the debt of ONEOK Partners. At December 31, 2007, we were in compliance with these covenants. As of December 31, 2007, $1.0
billion was available under this agreement.

At December 31, 2007, we had $102.6 million commercial paper or short-term notes payable outstanding. At December 31, 2006, we had no
commercial paper or short-term notes payable outstanding. We had $58.7 million and $58.5 million in letters of credit outstanding at
December 31, 2007 and 2006, respectively.

ONEOK Partners Credit Agreement - In March 2007, ONEOK Partners amended and restated its revolving credit facility agreement
(ONEOK Partners Credit Agreement), with several banks and other financial institutions and lenders in the following principal ways: (i) revised
the pricing, (ii) extended the maturity by one year to March 2012, (iii) eliminated the interest coverage ratio covenant, (iv) increased the
permitted ratio of indebtedness to EBITDA to 5 to 1 (from 4.75 to 1), (v) increased the swingline sub-facility commitments from $15 million to
$50 million and (vi) changed the permitted amount of subsidiary indebtedness from $35 million to 10 percent of ONEOK Partners� consolidated
indebtedness. The interest rates applicable to extensions of credit under this agreement are based, at ONEOK Partners� election, on either (i) the
higher of prime or one-half of one percent above the Federal Funds Rate, which is the rate that banks charge each other for the overnight
borrowing of funds, or (ii) the Eurodollar rate plus a set number of basis points, depending on ONEOK Partners� current long-term unsecured
debt ratings.

In July 2007, ONEOK Partners exercised the accordion feature in the ONEOK Partners Credit Agreement to increase the commitment amounts
by $250 million to a total of $1.0 billion.

In December 2006, ONEOK Partners amended its Partnership Credit Agreement. This agreement now provides for the exclusion of hybrid
securities from debt in an amount not to exceed 15 percent of total capitalization when calculating the leverage ratio. Material projects may now
be approved by the administrative agent as opposed to requiring approval from 50 percent of the lenders. The methodology of making pro forma
adjustments to EBITDA (net income before interest expense, income taxes and depreciation and amortization) that is used in the calculation of
the financial covenants with respect to approved material projects was also amended. The amendment excluded the Overland Pass Pipeline
Company agreement from the covenant that limits ONEOK Partners� ability to enter into agreements that restrict its ability to grant liens to the
lenders under its Partnership Credit Agreement.

Under the ONEOK Partners Credit Agreement, ONEOK Partners is required to comply with certain financial, operational and legal covenants.
Among other things, these requirements include maintaining a ratio of indebtedness to adjusted EBITDA (EBITDA adjusted for any approved
capital projects) of no more than 5 to 1. If ONEOK Partners consummates one or more acquisitions in which the aggregate purchase price is $25
million or more, the allowable ratio of indebtedness to adjusted EBITDA will be increased to 5.5 to 1 for the three calendar quarters following
the acquisition.

Upon breach of any covenant, discussed above, amounts outstanding under the ONEOK Partners Credit Agreement may become immediately
due and payable. ONEOK Partners was in compliance with these covenants at December 31, 2007. At December 31, 2007, ONEOK Partners
had $100 million of borrowings outstanding under this agreement and $900 million was available.

In November 2007, ONEOK Partners entered into a $15 million Senior Unsecured Letter of Credit Facility and Reimbursement Agreement with
Wells Fargo Bank, N.A., of which $12 million is being used and a $12 million Standby Letter of Credit Agreement with Royal Bank of Canada.
Both agreements are used to support various permits required by the KDHE for ONEOK Partners� ongoing business in Kansas.
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ONEOK Partners Bridge Facility - In April 2006, ONEOK Partners entered into a $1.1 billion 364-day credit agreement (Bridge Facility) with
a syndicate of banks and borrowed $1.05 billion under this agreement to finance a portion of its purchase of certain assets comprising our former
gathering and processing, natural gas liquids, and pipelines and storage segments. In September 2006, ONEOK Partners repaid the amounts
outstanding under the Bridge Facility using proceeds from the issuance of senior notes, which resulted in the Bridge Facility being terminated
according to its terms. See Note I for further discussion regarding the issuance of senior notes.

I. LONG-TERM DEBT
The following table sets forth our long-term debt for the periods indicated. All notes are senior unsecured obligations, ranking equally in right of
payment with all of our existing and future unsecured senior indebtedness.

December 31,
2007

December 31,
2006

(Thousands of dollars)
ONEOK
$402,500 at 5.51% due 2008 $ 402,303 $ 402,302
$100,000 at 6.0% due 2009 100,000 100,000
$400,000 at 7.125% due 2011 400,000 400,000
$400,000 at 5.2% due 2015 400,000 400,000
$100,000 at 6.4% due 2019 92,000 92,613
$100,000 at 6.5% due 2028 90,902 91,718
$100,000 at 6.875% due 2028 100,000 100,000
$400,000 at 6.0% due 2035 400,000 400,000
Other 2,958 3,187

1,988,163 1,989,820

ONEOK Partners
$250,000 at 8.875% due 2010 250,000 250,000
$225,000 at 7.10% due 2011 225,000 225,000
$350,000 at 5.90% due 2012 350,000 350,000
$450,000 at 6.15% due 2016 450,000 450,000
$600,000 at 6.65% due 2036 600,000 600,000
$600,000 at 6.85% due 2037 600,000 -  

2,475,000 1,875,000

Guardian Pipeline
Average 7.85%, due 2022 133,641 145,572

Total long-term notes payable 4,596,804 4,010,392
Change in fair value of hedged debt 43,682 41,619
Unamortized debt premium (4,961) (2,997)
Current maturities (420,479) (18,159)
Long-term debt $ 4,215,046 $ 4,030,855

The aggregate maturities of long-term debt outstanding for the years 2008 through 2012 are shown below.

ONEOK
ONEOK
Partners

Guardian
Pipeline Total
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2008 $ 408.5 $ -  $ 11.9 $ 420.4
2009 106.3 -  11.9 118.2
2010 6.3 250.0 11.9 268.2
2011 406.3 225.0 11.9 643.2
2012 6.3 350.0 11.1 367.4
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Additionally, $182.9 million of our debt is callable at par at our option from now until maturity, which is 2019 for $92.0 million and 2028 for
$90.9 million. Certain debt agreements have negative covenants that relate to liens and sale/leaseback transactions.

ONEOK Partners� 2007 Debt Issuance - In September 2007, ONEOK Partners completed an underwritten public offering of $600 million
aggregate principal amount of 6.85 percent Senior Notes due 2037 (the 2037 Notes). The 2037 Notes were issued under ONEOK Partners�
existing shelf registration statement filed with the SEC.

ONEOK Partners may redeem the 2037 Notes, in whole or in part, at any time prior to their maturity at a redemption price equal to the principal
amount of the 2037 Notes, plus accrued and unpaid interest and a make-whole premium. The redemption price will never be less than 100
percent of the principal amount of the 2037 Notes plus accrued and unpaid interest. The 2037 Notes are senior unsecured obligations, ranking
equally in right of payment with all of ONEOK Partners� existing and future unsecured senior indebtedness, and effectively junior to all of the
existing debt and other liabilities of its non-guarantor subsidiaries. The 2037 Notes are non-recourse to ONEOK.

The net proceeds from the 2037 Notes, after deducting underwriting discounts and commissions and expenses, of $592.9 million were used to
finance ONEOK Partners� $300 million acquisition, before working capital adjustments, of an interstate natural gas liquids and refined petroleum
products pipeline system and related assets from a subsidiary of Kinder Morgan and to repay debt outstanding under the ONEOK Partners Credit
Agreement.

The terms of the 2037 Notes are governed by the Indenture, dated as of September 25, 2006, between ONEOK Partners and Wells Fargo Bank,
N.A., as trustee, as supplemented by the Fourth Supplemental Indenture, dated September 28, 2007 (Indenture). The Indenture does not limit the
aggregate principal amount of debt securities that may be issued and provides that debt securities may be issued from time to time in one or
more additional series. The Indenture contains covenants including, among other provisions, limitations on ONEOK Partners� ability to place
liens on its property or assets and sell and lease back its property.

The 2037 Notes will mature on October 15, 2037. ONEOK Partners will pay interest on the 2037 Notes on April 15 and October 15 of each
year. The first payment of interest on the 2037 Notes will be made on April 15, 2008. Interest on the 2037 Notes accrues from September 28,
2007, which was the issuance date of the 2037 Notes.

ONEOK Partners� 2006 Debt Issuance - In September 2006, ONEOK Partners completed an underwritten public offering of (i) $350 million
aggregate principal amount of 5.90 percent Senior Notes due 2012 (the 2012 Notes), (ii) $450 million aggregate principal amount of 6.15
percent Senior Notes due 2016 (the 2016 Notes) and (iii) $600 million aggregate principal amount of 6.65 percent Senior Notes due 2036 (the
2036 Notes and collectively with the 2012 Notes and the 2016 Notes, the Notes). ONEOK Partners registered the sale of the Notes with the SEC
pursuant to a shelf registration statement filed on September 19, 2006. The Notes are guaranteed on a senior unsecured basis by the Intermediate
Partnership. The guarantee ranks equally in right of payment to all of the Intermediate Partnership�s existing and future unsecured senior
indebtedness.

ONEOK Partners may redeem the Notes, in whole or in part, at any time prior to their maturity at a redemption price equal to the principal
amount of the Notes, plus accrued interest and a make-whole premium. The redemption price will never be less than 100 percent of the principal
amount of the relevant Notes plus accrued and unpaid interest. The Notes are senior unsecured obligations, ranking equally in right of payment
with all of ONEOK Partners� existing and future unsecured senior indebtedness, and effectively junior to all of the existing and future debt and
other liabilities of its non-guarantor subsidiaries. The Notes are non-recourse to us.

The net proceeds from the Notes of approximately $1.39 billion, after deducting underwriting discounts and commissions and expenses but
before offering expenses, were used to repay all of the $1.05 billion outstanding under the Bridge Facility and to repay $335 million of
indebtedness outstanding under the ONEOK Partners Credit Agreement. The terms of the Notes are governed by the Indenture, dated as of
September 25, 2006, between ONEOK Partners and Wells Fargo Bank, N.A., as trustee, as supplemented by the First Supplemental Indenture
(with respect to the 2012 Notes), the Second Supplemental Indenture (with respect to the 2016 Notes) and the Third Supplemental Indenture
(with respect to the 2036 Notes), each dated September 25, 2006. The Indenture does not limit the aggregate principal amount of debt securities
that may be issued and provides that debt securities may be issued from time to time in one or more additional series. The Indenture contains
covenants including, among other provisions, limitations on ONEOK Partners� ability to place liens on its property or assets, and sell and lease
back its property.
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The 2012 Notes, 2016 Notes and 2036 Notes will mature on April 1, 2012, October 1, 2016, and October 1, 2036, respectively. ONEOK
Partners pays interest on the Notes on April 1 and October 1 of each year. The first payment of interest on the Notes was made on April 1, 2007.
Interest on the Notes accrues from September 25, 2006, which was the issuance date of the Notes.

Debt Covenants - We have debt covenants in addition to the covenants discussed in �ONEOK Partners� 2007 Debt Issuance� and �ONEOK
Partners� 2006 Debt Issuance� above. ONEOK Partners� $250 million and $225 million long-term notes payable, due 2010 and 2011, respectively,
contain provisions that require ONEOK Partners to offer to repurchase the senior notes at par value if its Moody�s or S&P credit rating falls
below investment grade (Baa3 for Moody�s or BBB- for S&P) and the investment grade rating is not reinstated within a period of 40 days.
Further, the indentures governing ONEOK Partners� senior notes due 2010 and 2011 include an event of default upon acceleration of other
indebtedness of $25 million or more and the indentures governing the senior notes due 2012, 2016, 2036 and 2037 include an event of default
upon the acceleration of other indebtedness of $100 million or more that would be triggered by such an offer to repurchase. Such an event of
default would entitle the trustee or the holders of 25 percent in aggregate principal amount of the outstanding senior notes due 2010, 2011, 2012,
2016, 2036 and 2037 to declare those notes immediately due and payable in full.

Guardian Pipeline Senior Notes - These notes were issued under a master shelf agreement with certain financial institutions. Principal
payments are due annually through 2022. Interest rates on the $133.6 million in notes outstanding at December 31, 2007, range from 7.61
percent to 8.27 percent, with an average rate of 7.85 percent. Guardian Pipeline�s senior notes contain financial covenants that require the
maintenance of a ratio of (i) EBITDAR (net income plus interest expense, income taxes, operating lease expense and depreciation and
amortization) to the sum of interest expense plus operating lease expense of not less than 1.5 to 1 and (ii) total indebtedness to EBITDAR of not
greater than 5.75 to 1. Upon any breach of these covenants, all amounts outstanding under the master shelf agreement may become due and
payable immediately. At December 31, 2007, Guardian Pipeline was in compliance with its financial covenants.

Unamortized Debt Premium, Discount and Expense - We amortize premiums, discounts and expenses incurred in connection with the
issuance of long-term debt consistent with the terms of the respective debt instrument.

J. EMPLOYEE BENEFIT PLANS
Retirement and Other Postretirement Benefit Plans

Retirement Plans - We have defined benefit retirement plans covering certain full-time employees. Nonbargaining unit employees hired after
December 31, 2004, are not eligible for our defined benefit pension plan; however, they are covered by a defined contribution profit-sharing
plan. Certain officers and key employees are also eligible to participate in supplemental retirement plans. We generally fund pension costs at a
level equal to the minimum amount required under the Employee Retirement Income Security Act of 1974.

Other Postretirement Benefit Plans - We sponsor welfare plans that provide postretirement medical and life insurance benefits to certain
employees who retire with at least five years of service. The postretirement medical plan is contributory based on hire date, age and years of
service, with retiree contributions adjusted periodically, and contains other cost-sharing features such as deductibles and coinsurance.

Measurement - We use a September 30 measurement date for our plans.

Statement 158 - In September 2006, the FASB issued Statement 158, �Employers� Accounting for Defined Benefit Pension and Other
Postretirement Plans,� which was effective for our year ending December 31, 2006, except for the measurement date change from September 30
to December 31, which will be effective for our year ending December 31, 2008. Statement 158 required us to recognize the overfunded or
underfunded status of our plans as an asset or liability on our Consolidated Balance Sheets and to recognize changes in the funded status in
accumulated other comprehensive income (loss) in the year in which the changes occur.

Regulatory Treatment - The OCC, KCC, and regulatory authorities in Texas have approved the recovery of pension costs and other
postretirement benefits costs through rates for Oklahoma Natural Gas, Kansas Gas Service and Texas Gas Service, respectively. The costs
recovered through rates are based on current funding requirements and the net periodic benefit cost for pension and postretirement costs.
Differences, if any, between the expense and the amount recovered through rates are reflected in earnings.
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Our regulated entities have historically recovered pension and other postretirement benefit costs, as determined by Statement 87, �Employers�
Accounting for Pensions,� and Statement 106, �Employers� Accounting for Postretirement Benefits Other Than Pensions,� respectively, through
rates. We believe it is probable that regulators will continue to include the net periodic pension and other postretirement benefit costs in our
regulated entities� cost of service. Accordingly, we have recorded a regulatory asset for the minimum liability associated with our regulated
entities� pension and other postretirement benefit obligations that otherwise would have been recorded in accumulated other comprehensive
income.

Obligations and Funded Status - The following tables set forth our pension and other postretirement benefit plans benefit obligations and fair
value of plan assets for the periods indicated.

Pension Benefits
December 31,

Postretirement Benefits
December 31,

2007 2006 2007 2006
Change in Benefit Obligation (Thousands of dollars)
Benefit obligation, beginning of period $ 832,980 $ 777,438 $ 271,510 $ 253,213
Service cost 21,050 20,980 6,392 6,332
Interest cost 48,608 43,425 15,830 14,156
Plan participants� contributions -  -  2,882 2,787
Actuarial (gain) loss (32,697) 37,205 14,742 11,335
Benefits paid (49,942) (46,068) (16,626) (16,313)
Benefit obligation, end of period $ 819,999 $ 832,980 $ 294,730 $ 271,510

Change in Plan Assets
Fair value of plan assets, beginning of period $ 710,377 $ 703,861 $ 68,440 $ 51,110
Actual return on plan assets 107,305 50,810 5,214 2,684
Employer contributions 4,138 1,774 5,660 14,646
Benefits Paid (49,942) (46,068) -  -  
Fair value of assets, end of period $ 771,878 $ 710,377 $ 79,314 $ 68,440

Funded status of plans at September 30 $ (48,121) $ (122,603) $ (215,416) $ (203,070)
Fourth quarter contributions -  -  9,265 5,578
Balance at December 31 $ (48,121) $ (122,603) $ (206,151) $ (197,492)

Non-current assets $ 10,028 $ -  $ -  $ -  
Current liabilities (2,497) (2,303) -  -  
Non-current liabilities (55,652) (120,300) (206,151) (197,492)
Balance at December 31 $ (48,121) $ (122,603) $ (206,151) $ (197,492)

The accumulated benefit obligation for our pension plan was $759.2 million and $767.3 million at December 31, 2007 and 2006, respectively.

There are no plan assets expected to be withdrawn and returned to us in 2008.
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Components of Net Periodic Benefit Cost - The following tables set forth the components of net periodic benefit cost for our pension and other
postretirement benefit plans for the periods indicated.

Pension Benefits

Years Ended December 31,
2007 2006 2005

Components of Net Periodic Benefit Cost (Thousands of dollars)
Service cost $ 21,050 $ 20,980 $ 19,764
Interest cost 48,608 43,425 43,030
Expected return on plan assets (58,154) (57,586) (59,706)
Amortization of prior service cost 1,486 1,511 1,443
Amortization of net loss 16,139 13,314 8,502
Net periodic benefit cost $ 29,129 $ 21,644 $ 13,033

Postretirement Benefits

Years Ended December 31,
2007 2006 2005

Components of Net Periodic Benefit Cost (Thousands of dollars)
Service cost $ 6,392 $ 6,332 $ 7,058
Interest cost 15,830 14,156 14,270
Expected return on plan assets (6,389) (4,565) (4,343)
Amortization of transition obligation 3,189 3,189 3,456
Amortization of prior service cost (credit) (2,277) (2,286) 471
Amortization of net loss 9,927 9,085 6,469
Net periodic benefit cost $ 26,672 $ 25,911 $ 27,381

Other Comprehensive Income (Loss) - The following table sets forth the amounts recognized in other comprehensive income (loss) for 2007
related to our pension benefits and postretirement benefits.

Pension
Benefits

December 31, 2007
Postretirement Benefits

December 31, 2007
Regulatory asset loss (gain) $ (66,243) $ 13,883
Net loss (gain) arising during the period 81,849 (15,916)
Amortization of regulatory asset (5,772) (8,578)
Amortization of transition obligation -  3,189
Amortization of prior service (cost) credit 1,486 (2,277)
Amortization of loss 16,139 9,927
Deferred income taxes (10,622) (87)
Total recognized in other comprehensive income (loss) $ 16,837 $ 141
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The table below sets forth the amounts in accumulated other comprehensive income (loss) that had not yet been recognized as components of net
periodic benefit expense.

Pension Benefits
December 31,

Postretirement Benefits
December 31,

2007 2006 2007 2006
(Thousands of dollars)

Transition obligation $ -  $ -  $ (16,711) $ (19,900)
Prior service credit (cost) (8,791) (10,277) 10,888 13,165
Accumulated gain (loss) (123,750) (221,738) (125,412) (119,423)
Accumulated other comprehensive income (loss) before regulatory
assets (132,541) (232,015) (131,235) (126,158)
Regulatory asset for regulated entities 90,600 162,615 98,038 92,732
Accumulated other comprehensive income (loss) after regulatory assets (41,941) (69,400) (33,197) (33,426)
Deferred income taxes 16,222 26,844 12,841 12,929
Accumulated other comprehensive income (loss), net of tax $ (25,719) $ (42,556) $ (20,356) $ (20,497)

The following table sets forth the amounts recognized in either accumulated comprehensive income (loss) or regulatory assets expected to be
recognized as components of net periodic benefit expense in the next fiscal year.

Pension
Benefits

Postretirement
Benefits

Amounts to be recognized in 2008 (Thousands of dollars)
Transition obligation $ -  $ 3,189
Prior service credit (cost) $ 1,551 $ (2,003)
Net loss $ 9,548 $ 10,972

Actuarial Assumptions - The following table sets forth the weighted-average assumptions used to determine benefit obligations for the periods
indicated.

Pension Benefits
December 31,

Postretirement Benefits
December 31,

2007 2006 2007 2006
Discount rate 6.25% 6.00% 6.25% 6.00%
Compensation increase rate 3.5% - 4.5% 3.5% - 4.5% 3.5% - 4.0% 3.5% - 4.0%

The following table sets forth the weighted-average assumptions used to determine net periodic benefit costs for the periods indicated.

Pension Benefits
December 31,

Postretirement Benefits
December 31,

2007 2006 2007 2006
Discount rate 6.00% 5.75% 6.00% 5.75%
Expected long-term return on plan assets 8.75% 8.75% 8.75% 8.75%
Compensation increase rate 3.5% - 4.5% 3.5% - 4.5% 3.5% - 4.0% 3.5% - 4.0%

We determine our overall expected long-term rate of return on plan assets assumption based on our review of historical returns and the building
block and economic growth models from our consultants.

Edgar Filing: ONEOK INC /NEW/ - Form 10-K

Table of Contents 124



91

Edgar Filing: ONEOK INC /NEW/ - Form 10-K

Table of Contents 125



Table of Contents

Our discount rates for 2007 and 2006 are based on matching the amount and timing of the projected benefit payments to a spot-rate yield curve,
which provides zero coupon interest rates into the future. The methodology for developing the yield curve includes selecting the bonds to be
included (only bonds rated Aa by Moody�s but excluding callable bonds, bonds with less than a minimum issue size, yield �outliers� and various
other filtering criteria to remove unsuitable bonds). Once the bonds are selected, a best-fit regression curve to the bond data is determined,
modeling yield to maturity as a function of years to maturity. This coupon yield curve is converted to a spot-yield curve using the calculation
technique that assumes the price of a coupon bond for a given maturity equals the present value of the underlying bond cash flows using
zero-coupon spot rates. Once the yield curve is developed, the projected cash flows for the plan for each year in the future are calculated. These
projected cash flows values are based on the most recent valuation. Each annual cash flow of the plan obligations is discounted using the yield at
the appropriate point on the curve, and then the single equivalent discount rate that would yield the same value for the cash flow is determined.

Health Care Cost Trend Rates - The following table sets forth the assumed health care cost trend rates for the periods indicated.

2007 2006
Health care cost trend rate assumed for next year 6.6% - 9.0% 6.6% - 9.0%
Rate to which the cost trend rate is assumed to decline (the ultimate trend rate) 5.0% 5.0%
Year that the rate reaches the ultimate trend rate 2012 2011

Assumed health care cost trend rates have a significant effect on the amounts reported for our health care plans. A one-percentage point change
in assumed health care cost trend rates would have the following effects.

One-Percentage

Point
Increase

One-Percentage

Point Decrease
(Thousands of dollars)

Effect on total of service and interest cost $ 1,969 $ (1,665)
Effect on postretirement benefit obligation $ 20,685 $ (18,014)

Plan Assets - The following table sets forth our pension and postretirement benefit plan weighted-average asset allocations as of the
measurement date.

Asset
Pension Benefits

Percentage of Plan Assets
Postretirement Benefits

Percentage of Plan Assets
Category 2007 2006 2007 2006
Corporate bonds 6% 6% 14% 16%
Insurance contracts 11% 13% -  -  
High yield corporate bonds 10% 10% -  -  
Large-cap value equities 15% 14% 15% 16%
Large-cap growth equities 18% 16% 22% 23%
Mid-cap equities 13% 14% -  -  
Small-cap equities 11% 12% 24% 24%
International equities 16% 14% 13% 13%
Other -  1% 12% 8%
Total 100% 100% 100% 100%
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Our investment strategy is to invest plan assets in accordance with sound investment practices that emphasize long-term fundamentals. The goal
of this strategy is to maximize investment returns while managing risk in order to meet the plan�s current and projected financial obligations. The
plan�s investments include a diverse blend of various US and international equities, investments in various classes of debt securities, insurance
contracts and venture capital. The target allocation for the assets of our pension plan is as follows.

Corporate bonds / insurance contracts 20%
High yield corporate bonds 10%
Large-cap value equities 16%
Large-cap growth equities 16%
Mid- and small-cap value equities 10%
Mid- and small-cap growth equities 10%
International equities 15%
Alternative investments 2%
Venture capital 1%
Total 100%

As part of our risk management for the plans, minimums and maximums have been set for each of the asset classes listed above. All investment
managers for the plan are subject to certain restrictions on the securities they purchase and, with the exception of indexing purposes, are
prohibited from owning our stock.

Contributions - For 2007, $4.1 million and $7.6 million of contributions were made to our pension plan and other postretirement benefit plan,
respectively. We presently anticipate our total 2008 contributions will be $3.1 million for the pension plan and $11.0 million for the other
postretirement benefit plan.

Pension and Other Postretirement Benefit Payments - For 2007, benefit payments for our pension and other postretirement benefit plans
were $50.6 million and $15.5 million, respectively. The following table sets forth the pension benefits and postretirement benefit payments
expected to be paid in 2008-2017.

Pension Benefits Postretirement Benefits
Benefits to be paid in: (Thousands of dollars)
2008 $ 48,901 $ 16,682
2009 51,417 17,191
2010 52,488 18,454
2011 54,752 19,655
2012 57,948 20,686
2013 through 2017 326,740 115,474

The expected benefits to be paid are based on the same assumptions used to measure our benefit obligation at December 31, 2007, and include
estimated future employee service.

Other Employee Benefit Plans

Thrift Plan - We have a Thrift Plan covering all full-time employees. Employee contributions are discretionary. We match 100 percent of
employee contributions up to 6 percent of each participant�s eligible compensation, subject to certain limits. Our contributions made to the plan
were $13.2 million, $12.8 million and $10.5 million in 2007, 2006 and 2005, respectively.

Profit-Sharing Plan - We have a profit-sharing plan for all nonbargaining unit employees hired after December 31, 2004. Nonbargaining unit
employees who were employed prior to January 1, 2005, were given a one-time opportunity to make an irrevocable election to participate in the
profit-sharing plan and not accrue any additional benefits under our defined benefit pension plan after December 31, 2004. We plan to make a
contribution to the profit-sharing plan each quarter equal to 1 percent of each participant�s eligible compensation during the quarter. Additional
discretionary employer contributions may be made at the end of each year. Employee contributions are not allowed under the plan. Our
contributions made to the plan were $2.7 million, $1.6 million and $0.6 million in 2007, 2006 and 2005, respectively.
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Employee Deferred Compensation Plan - The ONEOK, Inc. 2005 Nonqualified Deferred Compensation Plan provides select employees, as
approved by our Board of Directors, with the option to defer portions of their compensation and provides nonqualified deferred compensation
benefits that are not available due to limitations on employer and employee contributions to qualified defined contribution plans under the
federal tax laws. Our contributions made to the plan were $0.3 million, $0.4 million and $0.2 million in 2007, 2006 and 2005, respectively.

K. COMMITMENTS AND CONTINGENCIES
Operating Leases - The initial lease term of our headquarters building, ONEOK Plaza, is for 25 years, expiring in 2009, with six five-year
renewal options. At the end of the initial term or any renewal period, we can purchase the property at its fair market value. In July 2007,
ONEOK Leasing Company gave notice of its intent to exercise its option to purchase ONEOK Plaza on or before the end of the current lease
term set to expire on September 30, 2009. In addition, ONEOK Leasing Company has entered into a purchase agreement with the owner of
ONEOK Plaza that, if certain conditions are met, would accelerate the purchase of the building to a date on or before March 31, 2008. The total
purchase price of approximately $48 million would include $17.1 million for the present value of the lease payments and the $30.9 million base
purchase price. The $17.1 million amount is included in the 2008 amount in the table below.

If the purchase transaction does not occur, annual rent expense for the lease will be approximately $6.8 million in 2008 and 2009, and estimated
future minimum rental payments for the lease will be $9.3 million in 2008 and 2009. Rent payments were $9.3 million in 2007, 2006 and 2005.

We have the right to sublet excess office space in ONEOK Plaza. We received rental revenue of $2.9 million in 2007, 2006 and 2005. Estimated
minimum future rental payments to be received under existing contracts for subleases are $2.6 million in 2008, $1.8 million in 2009 and $0.8
million in 2010 and 2011.

Future minimum lease payments under non-cancelable operating leases on a gas processing plant, storage contracts, office space, pipeline
equipment, rights-of-way and vehicles are shown in the table below.

ONEOK
ONEOK
Partners Total

(Millions of dollars)
2008 $ 121.0 $ 7.3 $ 128.3
2009 94.0 2.4 96.4
2010 74.4 1.4 75.8
2011 75.1 1.2 76.3
2012 37.6 1.1 38.7

The amounts in the ONEOK column above include the following minimum lease payments relating to the lease of a gas processing plant for
$24.2 million in 2008, $24.0 million in 2009, $24.2 million in 2010 and $30.6 million in 2011. We acquired the lease in a business combination
and recorded a liability for uneconomic lease terms. The liability is accreted to rent expense in the amount of $13.0 million per year over the
term of the lease; however, the cash outflow under the lease remains the same. The amounts in the ONEOK Partners column above excludes
intercompany payments relating to the lease of a gas processing plant.

Environmental Liabilities - We are subject to multiple environmental laws and regulations affecting many aspects of present and future
operations, including air emissions, water quality, wastewater discharges, solid wastes and hazardous material, and substance management.
These laws and regulations generally require us to obtain and comply with a wide variety of environmental registrations, licenses, permits,
inspections and other approvals. Failure to comply with these laws, regulations, permits and licenses may expose us to fines, penalties and/or
interruptions in our operations that could be material to the results of operations. If an accidental leak or spill of hazardous materials occurs from
our lines or facilities, in the process of transporting natural gas, NGLs, or refined products, or at any facility that we own, operate or otherwise
use, we could be held jointly and severally liable for all resulting liabilities, including investigation and clean up costs, which could materially
affect our results of operations and cash flows. In addition, emission controls required under the federal Clean Air Act and other similar federal
and state laws could require unexpected capital expenditures at our facilities. We cannot assure that existing environmental regulations will not
be revised or that new regulations will not be adopted or become applicable to us. Revised or additional regulations that result in increased
compliance costs or additional operating restrictions, particularly if those costs are not fully recoverable from customers, could have a material
adverse effect on our business, financial condition and results of operations.
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We own or retain legal responsibility for the environmental conditions at 12 former manufactured gas sites in Kansas. These sites contain
potentially harmful materials that are subject to control or remediation under various environmental laws and regulations. A consent agreement
with the KDHE presently governs all work at these sites. The terms of the consent agreement allow us to investigate these sites and set
remediation activities based upon the results of the investigations and risk analysis. Remediation typically involves the management of
contaminated soils and may involve removal of structures and monitoring and/or remediation of groundwater. We have commenced remediation
on 11 sites, with regulatory closure achieved at two of these locations. Of the remaining nine sites, we have completed or are near completion of
soil remediation at seven sites and have commenced soil remediation on the other two sites. We have begun site assessment at the remaining site
where no active remediation has occurred. Our expenditures for environmental evaluation and remediation to date have not been significant in
relation to our results of operations, and there have been no material effects upon earnings during 2007, 2006 or 2005 related to compliance with
environmental regulations.

To date, we have incurred remediation costs of $6.9 million and have accrued an additional $5.1 million related to the sites where soil
remediation has yet to be completed. These estimates are recorded on an undiscounted basis. For the site that is currently in the assessment
phase, we have completed some analysis but are unable at this point to accurately estimate aggregate costs that may be required to satisfy our
remedial obligations at this site. Until the site assessment is complete and the KDHE approves the remediation plan, we will not have complete
information available to us to accurately estimate remediation costs.

The costs associated with these sites do not include other potential expenses that might be incurred, such as ongoing and additional water
monitoring and remediation, unasserted property damage claims, personal injury or natural resource claims, unbudgeted legal expenses or other
costs for which we may be held liable but with respect to which we cannot reasonably estimate an amount. As of this date, we have no
knowledge of any of these types of claims. The foregoing estimates do not consider potential insurance recoveries, recoveries through rates or
recoveries from unaffiliated parties, to which we may be entitled. We have filed claims with our insurance carriers relating to these sites, and we
have recovered a portion of our costs incurred to date. We have not recorded any amounts for potential insurance recoveries or recoveries from
unaffiliated parties, and we are not recovering any environmental amounts in rates. As more information related to the site investigations and
remediation activities becomes available, and to the extent such amounts are expected to exceed our current estimates, additional expenses could
be recorded. Such amounts could be material to our results of operations and cash flows depending on the remediation and number of years over
which the remediation is required to be completed.

Legal Proceedings - We are a party to various litigation matters and claims that are normal in the course of our operations. While the results of
litigation and claims cannot be predicted with certainty, we believe the final outcome of such matters will not have a material adverse effect on
our consolidated results of operations, financial position or liquidity.

Other - As a result of an internal review of a transaction that was brought to the attention of one of our affiliates by a third party, we have
commenced an internal review of transactions that may have violated FERC capacity release rules or related rules. While our internal review is
ongoing, we believe it is likely that a limited number of these transactions will have violated FERC capacity release rules or related rules. We
have notified the FERC of this review and expect to file a report with the FERC by mid-March 2008 concerning any violations. At this time, we
do not believe that penalties, if any, associated with potential violations will have a material impact on our results of operations, financial
position or liquidity.
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L. INCOME TAXES
The following table sets forth our provisions for income taxes for the periods indicated.

Years Ended December 31,
2007 2006 2005

Current income taxes (Thousands of dollars)
Federal $ 100,517 $ 69,698 $ 186,486
State 19,063 10,312 27,589
Total current income taxes from continuing operations 119,580 80,010 214,075
Deferred income taxes
Federal 56,887 96,464 24,780
State 8,130 17,290 3,666
Total deferred income taxes from continuing operations 65,017 113,754
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