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UNITED STATES
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Washington, D.C. 20549
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M ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
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OR
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CERTAIN DEFINITIONS
The following oil and gas measurements and indwstiy other terms are used in this Form 10-K. Asl diezein, production volumes
represent sales volumes, unless otherwise indicated
Bakken Shale-means the Bakken Shale oil play in the WillistcasB and can include the Upper Three Forks formatio
Barrel —means one barrel of petroleum products that egiiald.S. gallons.
BBtu—means one billion BTUs.
BBtu/d—means one billion BTUs per day.

Bcfe—means one billion cubic feet of gas equivalenedained using the ratio of one barrel of oil, comskte or NGLs to six
thousand cubic feet of natural gas.

Bcf/d—means one billion cubic feet per day.
Boe—means barrels of oil equivalent.
Boe/d—means barrels of oil equivalent per day.

British Thermal Unit or BTU—means a unit of energy needed to raise the tertyperaf one pound of water by one degree
Fahrenheit.

FERC—means the Federal Energy Regulatory Commission.

Fractionation—means the process by which a mixed stream of alagiass liquids is separated into its constituentlpcts, such as
ethane, propane and butane.

LOE —means lease and other operating expense exclpdigiction taxes, ad valorem taxes and gatherimggssing and
transportation fees.

Mbbls—means one thousand barrels.

Mbbls/d—means one thousand barrels per day.
Mboe/d—means one thousand barrels of oil equivalent pgr d
Mcf—means one thousand cubic feet.

Mcfe—means one thousand cubic feet of gas equivalémg tise ratio of one barrel of oil, condensate @Gl to six thousand
cubic feet of natural gas.

MMbbls—means one million barrels.
MMboe—means one million barrels of oil equivalent.
MMBtu—means one million BTUs.
MMBtu/d—means one million BTUs per day.
MMcf—means one million cubic feet.

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

MMcfe—means one million cubic feet of gas equivalentgshe ratio of one barrel of oil, condensate olN® six thousand
cubic feet of natural gas.

MMcfe/d—means one million cubic feet of gas equivalentdssr using the ratio of one barrel of oil, condeéasa NGLs to six
thousand cubic feet of natural gas.

NGLs—means natural gas liquids; natural gas liquidsltésom natural gas processing and crude oil ie§irand are used as
petrochemical feedstocks, heating fuels and gasaelifditives, among other applications.
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PART I

In this report, WPX (which includes WPX Energy, krtd, unless the context otherwise requires, fadluv subsidiaries) is at times
referred to in the first person as “we,” “us” or “ar.” We also sometimes refer to WPX as the “Compgaoy“WPX Energy.”

Throughout this report we “incorporate by referehcertain information in parts of other documentgd with the Securities and
Exchange Commission (t“SEC”). The SEC allows us to disclose importanbimfiation by referring to it in that manner. Pleasder to such
documents for information.

We are making forward-looking statements in thjgoré In “ltem 1A: Risk Factors” we discuss somefué risk factors that could cause
actual results to differ materially from those st@in the forward-looking statements.

ltem 1. Business
SEPARATION FROM THE WILLIAMS COMPANIES, INC.

On December 31, 2011 (the “Distribution Date”), WEKergy, Inc. became an independent, publicly ttantenpany as a result of a
distribution by The Williams Companies, Inc. (“Wains”) of its shares of WPX to Williams’ stockhotdeOn the Distribution Date, Williams
stockholders of record as of the close of busines®ecember 14, 2011 (the “Record Date”) receivesl share of WPX common stock for
every three shares of Williams common stock heldfaBe Record Date (the “Distribution”). WPX isroprised of Williams’ former natural
gas and oil exploration and production businesdliaftis’ Board of Directors approved the distributtiof its shares of WPX on November 30,
2011. WPX was incorporated on April 19, 2011 teeffthe Distribution. Our registration statemenfanm 10 was declared effective by the
U.S. Securities and Exchange Commission on Dece®i#911. Our common stock began trading “regulay*winder the ticker symbol
“WPX” on the New York Stock Exchange on Januar2(®1.2.

Our principal executive offices are located at @vidiams Center, Tulsa, Oklahoma 74172. Our teleghoumber is 918-573-2000.

WPX ENERGY, INC.

We are an independent natural gas and oil exptoratnd production company engaged in the exploitaind development of long-life
unconventional properties. We are focused on polfitexploiting our significant natural gas reserbase and related NGLs in the Piceance
Basin of the Rocky Mountain region, and on develgmnd growing our positions in the Bakken Shall@laly in North Dakota and the
Marcellus Shale natural gas play in Pennsylvania.dher areas of domestic operations include twed@r River Basin in Wyoming and the
San Juan Basin in the southwestern United Statesldition, we own a 69 percent controlling owngrshterest in Apco Oil and Gas
International Inc. (“Apco”), which holds oil and gaoncessions in Argentina and Colombia and tradehe NASDAQ Capital Market under
the symbol “APAGF.” Our international interests reakp approximately four percent of our total proveskrves. In consideration of this
percentage, unless specifically referenced hetigininformation included in this section relate$/do our domestic activity.

We have built a geographically diverse portfolicmatural gas and oil reserves through organic dgweént and strategic acquisitions.
Our proved reserves at December 31, 2011 were B2&5 comprised of 5,070 Bcfe in domestic researes 195 Bcfe in net international
reserves. Our domestic reserves reflect a mix of @@&rcent natural gas, 15.4 percent NGLs and &@pt crude oil. During 2011, we repla
our domestic production for all commodities at t& @f 188 percent. For liquids alone, we replacg8l gercent of our crude and NGL
production. Our Piceance Basin operations fornmhgority of our proved reserves and current prodag¢tproviding a low-cost, scalable asset
base.
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We report financial results for two segments, ooni2stic segment and our International segmentli@emational segment primarily
consists of Apco. Except as otherwise specificatiied, either by a reference to Apco or to othtarimational operations, the following
description of our business is focused on our Déimesgment, which is our dominant segment and lwisicentral to an understanding of our
business taken as a whole.

BUSINESS OVERVIEW

Our Business Strategy

Our business strategy is to increase shareholdiee Y§ finding and developing reserves and prodyaitural gas, oil and NGLs at costs
that generate an attractive rate of return on iugstment.

Efficiently Allocate Capital for Optimal PortfoliBeturns. We expect to allocate capital to the most prbféapportunities in our
portfolio based on commodity price cycles and otharket conditions, enabling us to continue to goawreserves and production
in a manner that maximizes our return on investmardetermining which drilling opportunities toqsue, we target a minimum
after-tax internal rate of return on each operatetl we drill of 15 percent. While we have a sigedit portfolio of drilling
opportunities that we believe meet or exceed durmeargets even in challenging commodity pricei@mments, we are
disciplined in our approach to capital spending wiltladjust our drilling capital expenditures bdsen our level of expected cash
flows, access to capital and overall liquidity gimsi. For example, in 2012 we demonstrated ourtabgiscipline by announcing
our plans to reduce drilling expenditures in regeoto prevailing natural gas prices and directesypenditures toward our oil and
liquids-rich areas

Continue Our Co-Efficient Development Approac We focus on developing properties where we catyapgvelopment practice
that result in cost-efficiencies. We manage cogtibusing on establishing large scale, contigumreage blocks where we can
operate a majority of the properties. We believe skrategy allows us to better achieve econonfissale and apply continuous
technological improvements in our operations. Werid to replicate these cost-efficient approachesir recently acquired growth
positions in the Bakken Shale and the Marcelludes

Pursue Strategic Acquisitions with Significant Rese Potentia. We have a history of acquiring undeveloped prigethat meet
our disciplined return requirements and other aitjan criteria to expand upon our existing posii@s well as acquiring
undeveloped acreage in new geographic areas tleatsignificant resource potential. This is illigd by our recent acquisitions in
the Bakken Shale and the Marcellus Shale. We expesportunistically acquire acreage positionaémw areas where we feel we
can establish significant scale and replicate osi-efficient development approac

Target a More Balanced Commodity Mix in Our ProdoretProfile . With our Bakken Shale acquisition in December®8ad oul
liquids-rich Piceance Basin assets, we have afgignt drilling inventory of oil- and liquids-ricbpportunities that we intend to
develop rapidly in order to achieve a more balaram@dmodity mix in our production. We refer to thiedance Basin as “liquids-
rich” because our proved reserves in that basisisbof “wet,” as opposed to “dry,” gas and hawa@gaificant liquids component.
We will continue to pursue other oil- and liquidskrorganic development and acquisition opportesithat meet our investment
returns and strategic criteri

Maintain Substantial Financial Liquidity and Mana@®mmodity Price Sensitivi. We plan to maintain substantial liquidity
through a mix of cash on hand and availability urmle Credit Facility. In addition, we have engagedl will continue to engage
commodity derivative hedging activities to maintaidegree of cash flow stability. Typically, weger hedging approximately
50 percent of expected revenue from domestic ptamtuduring a current calendar year in order tikstan
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appropriate balance of commodity price upside wékbh flow protection, although we may vary frons tleével based on ol
perceptions of market risk. At December 31, 201t,aestimated domestic natural gas production reeemere 53 percent hedged
for 2012. Estimated domestic oil production revenwere 66 percent hedged for 2012 and 10 percelgeldefor 2013 as of the
same date

SIGNIFICANT PROPERTIES

Our principal areas of operation are the PicearasrB Bakken Shale, Marcellus Shale, Powder RiasirB San Juan Basin and, through
our ownership of Apco, Colombia and Argentina.

Piceance Basin

We entered the Piceance Basin in May 2001 withattigiisition of Barrett Resources and since tha tiave grown to become the larg
natural gas producer in Colorado. Our PiceancerBasiperties currently comprise our largest arezoofentrated development drilling.

During 2011, we operated an average of 11 driltigg in the basin, including nine in the Piceanedléy and two in the Piceance
Highlands. In the current commodity price enviromtave expect a reduced number of rigs in 2012 hatkan average of 679 MMcf/d of net
gas production from our Piceance Basin propert@sgawith an average of 27.1 Mbbls/d of NGLs ang ibbls/d of condensate recovered
from our Piceance Basin properties. Capital exgare were approximately $739 million which inclddee completion of 385 gross (361 1
wells in 2011. A large majority of our natural gasduction in this basin currently is gathered tlylo a system owned by Williams Partners
L.P. ("Williams Partners”) and delivered to mark#tsough a number of interstate pipelines.

The Piceance Basin is located in northwestern @dtmrOur operations in the basin are divided iwm areas: the Piceance Valley and
the Piceance Highlands. Our Piceance Valley ardades operations along the Colorado River vallgy ia the more developed area where we
have produced consistent, repeatable results. iteaite Highlands, which are those areas at higlegations above the river valley, contain
vast development opportunities that position ud feelgrowth in the future as infrastructure expamehd efficiency improvements continue.
Our development activities in the basin are pritgddcused on the Williams Fork section within thiiesaverde formation. The Williams Fork
can be over 2,000 feet in thickness and is comp$eseveral tight, interbedded, lenticular sandstienses encountered at depths ranging
7,000 to 13,000 feet. In order to maximize prodgaetes and recovery of natural gas reserves wemgdsaulically fracture the well using a
fluid system comprised of 99 percent water and sAdglancements in completion technology, including use of microseismic data have
enabled us to more effectively stimulate the regieand recover a greater percentage of the nagasaln place. We are currently evaluating
deeper horizons such as the Mancos and Niobrata feenations, which have the potential to provédilitional development opportunities.

Bakken Shale

In December 2010 we acquired leasehold positiorappfoximately 85,800 net acres in the WillistorsiBaAll of our properties in the
Williston Basin are on the Fort Berthold Indian Bestion in North Dakota, where we are the primgpgrator. Based on our geologic
interpretation of the Bakken formation, the evauotbf completion techniques, our own drilling reésws well as the publicly available drilling
results for other operators in the basin, we beligat a substantial portion of our Williston Baatreage is prospective in the Bakken
formation, the primary target for all of the wedtchtions in our current drilling inventory.

During 2011, we operated an average of 3.4 rigswrBakken properties and we had an average d¥ibde/d of net production from
our Bakken Shale wells. Capital expenditures wepaximately $288 million which included the comide of 25 gross (20 net) wells in
2011.

We are developing oil reserves through horizontiflirdy in the Middle Bakken and plan to develog tpper Three Forks shale oil
formations utilizing drilling and completion expisg gained in part through
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experience in our other basins. Based on our sfazsigeological analysis, we believe that our pwsiies in the area of the basin’s greatest
potential recovery for Bakken formation oil. Curtlgrour Bakken Shale development has the highesemental returns of any of our drilling
programs.

Williston Basin is spread across North Dakota, Bdd#kota, Montana and parts of southern Canada&ritayapproximately
202,000 square miles, of which 143,000 square railesn the United States. The basin producesdilratural gas from numerous producing
horizons including the Bakken, Three Forks, Madiand Red River formations. A report issued by th®.Geological Survey in April 2008
classified the Bakken formation as the largestiooous oil accumulation ever assessed by it irctdmiguous United States.

The Devonian-age Bakken formation is found wittiia Williston Basin underlying portions of North Dk and Montana and is
comprised of three lithologic members referredsdhe Upper, Middle and Lower Bakken shales. The&tion ranges up to 150 feet thick ¢
is a continuous and structurally simple reservblire upper and lower shales are highly organicnlady mature and over pressured and ca
as both a source and reservoir for the oil. Thed#idakken, which varies in composition from aysdblomite to shaly limestone or sand,
serves as the productive formation and is a ctiteservoir for commercial production. Generallye Bakken formation is found at vertical
depths of 8,500 to 11,500 feet.

The Three Forks formation, generally found immesliatinder the Bakken formation, has also proverottain productive reservoir ro
that may add incremental reserves to our exiséagdhold positions. The Three Forks formation glpiconsists of interbedded dolomites i
shale with local development of a discontinuousiganember at the top, known as the Sanish sandTHhtee Forks formation is an
unconventional carbonate play. Similar to the Baki@@mation, the Three Forks formation has recelnégn exploited utilizing the same
horizontal drilling and advanced completion tecluais| as the Bakken development. Drilling in the €Hferks formation began in mid-2008
and a number of operators are currently drillindlsviargeting this formation. Based on our geoldgterpretation of the Three Forks format
and the evolution of completion techniques, wedwaithat most of our Williston Basin acreage ispeztive in the Three Forks formation.'
are in the process of completing a well drilledhia Three Forks formation.

Our acreage in the Bakken Shale, as well as agmoofi our acreage in the Piceance Basin and PoRiger Basin, is leased to us by or
with the approval of the federal government oaggencies, and is subject to federal authority,dWati Environmental Policy Act (“NEPA”),
the Bureau of Indian Affairs or other regulatorgirees that require governmental agencies to e\alhat potential environmental impacts of a
proposed project on government owned lands. Theggdatory regimes impose obligations on the fedgoskernment and governmental
agencies that may result in legal challenges atehgially lengthy delays in obtaining project petsror approvals and could result in certain
instances in the cancellation of existing leases.

Marcellus Shale

Our Marcellus Shale acreage is located in fourgipl areas of the play within Pennsylvania: thethremast portion of the play in and near
Susquehanna County; the southwest in and arounthWiesand County; centrally in Clearfield and Cerfounties and the east in Columbia
County. (See “Management’s Discussion and AnalyEinancial Condition and Results of Operations-efiew of the years ended
December 31, 2011 and 2010” for discussion of arBidon write-off of leasehold costs associatedhnapproximately 65 percent of our total
Columbia County acreage. Our total Columbia Coattyeage represents 21 percent of our total undeeelacreage in the Marcellus Shale).
We have expanded our position since our entrytimtdVarcellus Shale in 2009, both organically amdugh third-party acquisitions. We are
the primary operator on our acreage for all fowaarand plan to develop our acreage using horizanlfang and completion expertise in part
gained through operations in our other basins.@ast established area is in Westmoreland Countynbthie future we expect our most
significant drilling area to be in Susquehanna QgpuA third party gathering system providing theimtmunkline out of the area was comple
in December 2011.
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During 2011, we operated an average of four rigeumMarcellus Shale properties and we had an geesd15 MMcfe/d of net
production from our Marcellus Shale wells. Prodoctievels were hampered for much of 2011 awaitiregdompletion of a third party
gathering system. Capital expenditures were appratdly $274 million which included the completioh38 gross (19 net) wells in 2011. At
year end, another 27 gross wells were awaiting ¢etiop.

The Marcellus Shale formation is the most expanshade gas play in the United States, spanningtabes in the northeastern United
States. The Marcellus Shale is a black, organfcsiwale formation located at depths between 4,86@z500 feet, covering approximately
95,000 square miles at an average net thicknesg fifet to 300 feet.

Powder River Basin

We own a large position in coal bed methane resdrvehe Powder River Basin and together with aideveloper, Lance Oil & Gas
Company Inc., control 912,056 acres, of which ounership represents 411,440 net acres. We sharatmpe with our co-developer and both
companies have extensive experience producing éaahformations in the Powder River Basin datirapfrits earliest commercial growth in
the late 1990s. The natural gas produced is gathsra system owned by our co-developer.

During 2011, we had an average of 227 MMcfe/d afgneduction from our Powder River Basin properti€apital expenditures were
approximately $57 million which included the contje of 524 gross (226 net) wells in 2011. The migjof these wells were drilled in prior
years and completed the dewatering process in 202012, we expect our expenditures to be sigmifity less than our 2011 expenditur

Our Powder River Basin properties are located mheastern Wyoming. Our development operationfismtiasin are focused on coal
methane plays in the Big George and Wyodak pra@ezas. Initially, coal bed methane wells typicgltpduce water in a process called
dewatering. This process lowers pressure, allowhiegatural gas to flow to the wellbore. As thels@am pressure declines, the wells begin
producing methane gas at an increasing rate. Awé¢fie mature, the production peaks, stabilizestard begins declining. The average life of
a coal bed methane well in the Powder River Bamiiges from five to 15 years. While these wells galheproduce at much lower rates with
fewer reserves attributed to them when comparedteentional natural gas wells in the Rocky Moumtathey also typically have higher
drilling success rates and lower capital costs.

The coal seams that we target in the Powder RiasirBhave been extensively mapped as a resulafiety of natural resource
development projects that have occurred in theoredndustry data from over 25,000 wellbores diilterough the Ft. Union coal formation
allows us to determine critical data such as tmalkextent, thickness, gas saturation, formaticespure and relative permeability of the coal
seams we target for development, which we beligymficantly reduces our dry hole risk.

San Juan Basin

We acquired our San Juan Basin properties as p#ftliiams’ acquisition of Northwest Energy in 198Bhese properties represented the
first major area of natural gas exploration andedlgement activities for Williams. Our San Juan Bagsioperties include holdings across the
basin producing primarily from the Mesa Verde, Bamd Coal and Mancos shale gas formations. Weat@dwo units in New Mexico (Rosa
and Cox Canyon) as well as several non-unit pra@grand we operate in three major areas of Catofiddrthwest Cedar Hills, Ignacio and
Bondad). We also own properties operated by otherators in New Mexico and Colorado. Approximat@lypercent of our net San Juan
Basin production comes from our operated properties

During 2011, we had an average of 136 MMcfe/d afaneduction from our San Juan Basin propertiegit@bexpenditures were
approximately $58 million which included the contjme of 56 gross (33 net) wells.

According to a September 2010 Wood Mackenzie repimetSan Juan Basin is one of the oldest and pnobfic coal bed methane plays
in the world. The Fruitland coal bed extends totldepf approximately 4,200 ft

7



Table of Contents

with net thickness ranging from zero to 100 fedte Mesa Verde play is the top producing tight dag ;m the basin with total thickness
ranging from 500 to 2,500 feet. The Mesa Verdendenlain by the upper Mancos Shale and overlaithbyLewis Shale.

International

We hold an approximate 69 percent controlling gguaiterest in Apco. Apco in turn owns interestsaveral blocks in Argentina,
including concessions in the Neuquén, Austral, Neest and San Jorge Basins, and in three explarpgamits in Colombia, with its primary
properties consisting of the Neuquén and AustraiBaoncessions. Apco’s oil and gas reserves gnajmnately 57 percent oil, 39 percent
natural gas and four percent liquefied petroleus ga

During 2011, Apco had an average of 12.9 Mboe/fdedfproduction.

Apco participated in the drilling of 33 wells optad by its partners in 2011 of which Apco spent,it®direct ownership interest,
approximately $39 million in capital expenditures.

The government of Argentina has implemented priggrol mechanisms over the sale of natural gasoard gasoline prices in the
country. As a result of these controls and oth&oas by the Argentine government, sales pricaezatbns for natural gas and oil sold in
Argentina are generally below international matkegels and are significantly influenced by Argestgovernmental actions.

We also hold additional international assets irteest Argentina that are not part of Apco’s hotgin

Other Properties

Our other holdings are comprised of assets in gna&t Shale located in north central Texas, geesrves in the Green River Basin of
southwest Wyoming, and interests in the Arkoma Bassoutheastern Oklahoma.

During 2011, we operated one rig on our other pitiggeand we had an average of 78 MMcfe/d of netlpction from continuing
operations from our other properties. Capital exjtemes were approximately $118 million, which idéd the completion of 212 gross (34
net) wells on our other properties in 2011. In 2042 expect our capital expenditures to be sigaifity less than 2011 for these basins.

Our Barnett Shale properties produce predominatalyral gas from horizontal wells, where we areptimary operator and have drilled
more than 200 wells. We are seeking offers toaellArkoma Basin properties, which include 79,1#0acres, including 22,728 undeveloped
net acres. Such properties were reported as discet operations in our consolidated financialestagnts and comprised less than one percent
of our assets and are not included in our averadg et production amount for 2011.

Acquisitions and Divestitures

Our acquisitions during 2011 consisted of misceltars leasehold purchases with minimal associatdliption. We may from time to
time dispose of producing properties and undevel@ueeage positions if we believe they no longenfo our strategic plan.

Title to Properties

Our title to properties is subject to royalty, avw@ing royalty, carried, net profits, working anther similar interests and contractual
arrangements customary in the natural gas andaddilstry, to liens for current taxes not yet due @nother encumbrances. In addition, leases
on Native American reservations are subject to 8uief Indian Affairs and other approvals uniquéhtose locations. As is customary in the
industry in the case of undeveloped propertiesnédd investigation of record title is made at thme of acquisition. Drilling title
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opinions are usually prepared before commencenfalrtlling operations. We believe we have satisbagtitle to substantially all of our acti
properties in accordance with standards generetig@ted in the natural gas and oil industry. Nénedeiss, we are involved in title disputes
from time to time which can result in litigationdadelay or loss of our ability to realize the bétsedf our leases.

Reserves and Production Information

We have significant oil and gas producing actigifigimarily in the Rocky Mountain, northeast andiMbntinent areas of the United
States. Additionally, we have international oil ayas producing activities, primarily in Argentirroved reserves and revenues related to
international activities are approximately fourgant and three percent, respectively, of our iataknational and domestic proved reserves
revenues from producing activities. Accordinglylass specifically stated otherwise, the informatiothe remainder of this Item 1 relates o
to the oil and gas activities in the United States.

Oil and Gas Reserves

Our proved reserves were previously reported aongbined product basis, however, with the increagie significance of our oil and
natural gas liquids reserves estimates, we haweragm our reserves estimates into natural gasrat@tas liquids and oil. As a result,
previously reported periods have been recast teatafurrent presentation. The following table detth our estimated domestic net proved
developed and undeveloped reserves expressed tiygprand on a gas equivalent basis for the regppériods December 31, 2011, 2010 and
2009.

As of December 31, 201

Gas NGL Qil Equivalent
(MMcf) (Mbbls) (Mbbls) (MMcfe)(2) %
Proved Develope 2,497,29 72,13¢ 13,55t 3,011,45 59%
Proved Undevelope 1,485,64 61,93¢ 33,56¢ 2,058,67! 41%
Total Prove-Domestic 3,982,93! 134,07 47,128 5,070,13.
As of December 31, 2010(Z
Gas NGL Qil Equivalent
(MMcf) (Mbbls) (Mbbls) (MMcfe)(2) %
Proved Developed 2,368,46! 48,68¢ 3,97: 2,684,43 58%
Proved Undevelope 1,545,73! 47,16¢ 20,30: 1,950,56 42%
Total Prove-Domestic 3,914,20. 95,85 24.27" 4,634,99i
As of December 31, 2009(1
Gas NGL Oil Equivalent
(MMcf) (Mbbls) (Mbbls) (MMcfe)(2) %
Proved Developed 2,298,42 31,57( 1,91« 2,499,32! 56%
Proved Undevelope 1,771,27! 32,46 2,72¢ 1,982,42: 44%
Total Prove-Domestic 4,069,69! 64,03 4,642 4,481,75.

(1) NGL amounts for 2010 and 2009 were previously reggbas part of natural gas production volumeseatblihead
(2) Oil and NGLs converted to MMcfe using the raticoole barrel of oil, condensate or NGLs to six thodseubic feet of natural ga
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The following table sets forth our estimated dornicestt proved reserves for our largest areas ofigcexpressed by product and on a
gas equivalent basis as of December 31, 2011.

As of December 31, 201

Gas NGL Qil Equivalent
(MMcf) (MBbls) (MBbls) (MMcfe)

Piceance Basin 2,689,441 128,59: 5,76C 3,495,56
Bakken Shalt 19,83¢ 3,91C 40,627 287,05¢
Marcellus Shale 141,86 — — 141,86
Powder River Basi 343,79¢ 20 50 344,21
San Juan Basi 531,08( 581 66 534,96
Other 256,91° 972 62C 266,46¢
Total Prove-Domestic 3,982,93! 134,077 47,12 5,070,13:

We prepare our own reserves estimates and apprtetm®® percent of our reserves are audited by &&gthd, Sewell & Associates, Inc.
(“NSAI").

We have not filed on a recurring basis estimatesuototal proved net oil, NGL, and gas reservabany U.S. regulatory authority or
agency other than with the U.S. Department of Bnargl the SEC. The estimates furnished to the Dmeat of Energy have been consistent
with those furnished to the SEC.

Our 2011 year-end estimated proved reserves wengeedaising an average price of $3.64 per Mcf,@rage oil price of $86.87 per
barrel and average NGL price of $49.30 per bafiebse prices were calculated from the 12-monthaaeerfirst-of-the-month price for the
applicable indices for each basin as adjustedoftational price differentials. During 2011, we adde065 Bcfe of additions to our proved
reserves. During 2011, we participated in theidgliof 1,241 gross wells at a capital cost of agpnately $1,461 million.

Reserves estimation process

Our reserves are estimated by deterministic methsihg) an appropriate combination of productiorfgremance analysis and volumetric
techniques. The proved reserves for economic dediibcations are estimated by analogy or voluroallyi from offset developed locations.
Reservoir continuity and lateral persistence oftaglrt-sands, shale and coal bed methane reseiga@stablished by combinations of
subsurface analysis and analysis of 2D and 3D $eidata and pressure data. Understanding resejuality may be augmented by core
samples analysis.

The engineering staff of each basin asset teanig@sthe reserves modeling and forecasts for thepective areas. Various departments
also participate in the preparation of the year+ss@rves estimate by providing supporting infofamasuch as pricing, capital costs, expenses,
ownership, gas gathering and gas quality. The deyeauts and their roles in the year-end reservesegmare coordinated by our reserves
analysis department. The reserves analysis deparsmesponsibilities also include performing atemal review of reserves data for
reasonableness and accuracy, working with NSAlthadsset teams to successfully complete the esandit, finalizing the year-end
reserves report and reporting reserves data taiatiog.

The preparation of our year-end reserves repatfasmal process. Early in the year, we begin witieview of the existing internal
processes and controls to identify where improveamean be made from the prior year’s reporting €ychter in the year, the reserves staffs
from the asset teams submit their preliminary nesedata to the reserves analysis department. Afggew by the reserves analysis departn
the data is submitted to NSAI to begin their audii$er this point, reserves data analysis anchinrteview are conducted and iterated between
the asset teams, reserves analysis department®Atd M early December, reserves are reviewed sathior management. The process
concludes upon receipt of the audit letter from MSA
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The reserves estimates resulting from our processubjected to both internal and external contw|{sromote transparency and accul
of the year-end reserves estimates. Our intersalves analysis team is independent and does mktwithin an asset team or report directly
to anyone on an asset team. The reserves anadysastohent provides detailed independent reviewesttehsive documentation of the yesard
process. Our internal processes and controlsegsréttate to the year-end reserves, are reviewedipdated. The compensation of our reserves
analysis team is not linked to reserves additiongwasions.

Approximately 99 percent of our total year-end 2@binestic proved reserves estimates were audit®&S#\. When compared on a
well-by-well basis, some of our estimates are greanhd some are less than the NSAI estimates. Sgdtisfied with our methods and
procedures in preparing the December 31, 2011ves@stimates and future revenue, and noted notiiiag unusual nature that would cause
NSAI to take exception with the estimates, in thgragate, as prepared by

The technical person primarily responsible for geeing preparation of the reserves estimates antthitid party reserves audit is the
Director of Reserves and Production Services. Tinecibr's qualifications include 29 years of reserves eat#dn experience, a B.S. in geolc
from the University of Texas at Austin, an M.SRhysical Sciences from the University of Houstod emembership in the American
Association of Petroleum Geologists and The Soaé®etroleum Engineers.

Proved undeveloped reserves

The majority of our reserves is concentrated inomwentional tight-sands, shale and coal bed gasweiss. We use available geoscience
and engineering data to establish drainage arehsearrvoir continuity beyond one direct offsettfira producing well, which provides
additional proved undeveloped reserves. Inheretitdrmethodology is a requirement for significaetidensity of economically producing
wells to establish reasonable certainty. In genéiedtls where producing wells are less concentradely direct offsets from proved producing
wells were assigned the proved undeveloped reselassification. No new technologies were usedsgign proved undeveloped reserves.

At December 31, 2011, our proved undeveloped resamere 2,059 Bcfe, an increase of 108 Bcfe ovebDegember 31, 2010 proved
undeveloped reserves estimate of 1,951 Bcfe. Did, 321 Bcfe of our December 31, 2010 provedeuelbped reserves were converted to
proved developed reserves at a cost of $587 millonadditional 306 Bcfe was added due to the dgraknt of unproved locations. As of
2011 year-end, we have reclassified a net 502 8afe proved to probable reserves due to the SE€yfaar rules. These reclassified reserves
are predominately in the Piceance Basin where we hdarge inventory of drilling locations and hdeen offset by the combined additions
and revisions of 671 Bcfe of proved undevelopetimiyilocations.

All proved undeveloped locations are scheduledetspgud within the next five years.

11



Table of Contents

Oil and Gas Properties and Production, Production Aces and Production Costs

Our production sales data was previously reported combined product basis, however, with the mmedn the significance of our oil
and natural gas liquids production, we have sepdratir production sales data into natural gasraldas liquids and oil. As a result,
previously reported periods have been recast teatefurrent presentation. The following table swemiaes our net production sales for the
years indicatec

Year Ended December 31,

Production Sales Data: 2011 2010 2009
Natural Gas (MMcf)
u.s.
Piceance Basi 247,70C  230,27¢ 245,94t
Other(1) 165,82( 162,49° 171,59:
International(2] 7,38¢ 7,08¢ 6,78¢
Total 420,90¢ 399,86: 424,32t
NGLs (Mbbls)
u.s.
Piceance Basi 9,90 8,00: 4,64
Other(1) 15€ 53 77
International (2] 183 162 154
Total 10,24: 8,21¢ 4,87¢
Oil (Mbbls)
u.s. 2,67¢ 857 80:
International (2] 2,054 1,98( 1,99/
Total 4,73( 2,831 2,791
Combined Equivalent Volumes (MMcfe)(2) ( 510,73 466,19: 470,35«
Combined Equivalent Volumes (Mba 85,12: 77,69¢ 78,39
Average Daily Combined Equivalent Volumes (MMcfe(d)
u.s.
Piceance Basi 85t 77t 761
Other(1) 487 44¢ 474
International (2] 57 55 51
Total 1,39¢ 1,27¢ 1,28¢

(1) Excludes production from our Arkoma Basin operatiarmich were classified as held for sale and regoas discontinued operations
comprised less than one percent of our total pridaiuic

(2) Includes approximately 69 percent of Apco’scaration (which corresponds to our ownership inteireé\pco) and other minor directly
held interests

(3) Amounts for 2010 and 2009 have been recalculatid) @sconversion ratio for our NGLs of 6 to 1 assf were previously reported
natural gas volume
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The following tables summarize our domestic sate&e@nd cost information for the years indicated.

Year Ended December 31

2011 2010 2009

Realized average price per unit(1)
Natural gas, without hedges (per M $ 3.51 $ 3.7¢ $ 3.12
Impact of hedges (per Mc 0.7¢ 0.84 1.47
Natural gas, with hedges (per Mi $ 4.3C $ 4.57 $ 4.5¢

NGL, without hedges (per Bh $40.17 $35.0z $28.8(
Impact of hedges (per Bk — — —
NGL, with hedges (per Bb $40.17 $35.0z $28.8(
Oil, without hedges (per Bb $85.0( $66.3:2 $47.3¢
Impact of hedges (per Bk 0.3¢ — —
Oil, with hedges (per Bb $85.3¢ $66.32 $47.3¢
Price per Boe, without hedges $25.5¢ $24.2¢ $19.6°
Price per Boe, with hedges| $29.5: $28.71 $27.8:2
Price per Mcfe, without hedges( $ 4.2¢ $ 4.04 $ 3.27
Price per Mcfe, with hedges( $ 4.92 $ 4.7¢ $ 4.64

(1) Excludes our Arkoma Basin operations, whichenglassified as held for sale and reported as disuged operations and comprised less
than one percent of our total revent
(2) Realized average prices reflect realized markeeprinet of fuel and shrin

Year Ended December 31

2011 2010 2009

Expenses per Mcfe(1)

Operating expense

Lifting costs and workover $0.4¢€ $0.42 $0.37
Facilities operating expen: 0.04 0.1z 0.14
Other operating and maintenar 0.0t 0.0t 0.04
Total LOE $0.5E $0.6( $0.5E
Gathering, processing and transportation che 1.0z 0.7 0.6C
Taxes other than incon 0.24 0.24 0.1¢
Production cos $1.81 $1.57 $1.32
General and administrati\ $0.5€ $0.5E $0.54
Depreciation, depletion and amortizat| $1.8¢ $1.92 $1.92

(1) Excludes our Arkoma Basin operations, which weassified as held for sale and reported as disaoedimperations
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Productive Oil and Gas Wells
The table below summarizes 2011 productive wellatega.*

Gas Wells Gas Wells QOil Wells QOil Wells
(Gross) (Net) (Gross) Net
Piceance Basin 4,27¢ 3,90¢ — —
Bakken Shalt — — 59 35
Marcellus Shale 54 29 — —
Powder River Basi 6,76( 3,007 — —
San Juan Basi 3,28¢ 88¢ — —
Other(1) 1,83¢ 551 — —
Total 16,21¢ 8,38: 59 35

* We use the terr“gros¢ to refer to all wells or acreage in which we havieast a partial working interest a“ner” to refer to oul
ownership represented by that working inter

(1) Otherincludes Barnett Shale, Arkoma and GreenrBasins and miscellaneous smaller properties.ADkmma Basin operations a
classified as held for sale and reported as diguoed operations and comprised less than one pes€enr asset:

At December 31, 2011, there were 221 gross anch&flproducing wells with multiple completions.

Developed and Undeveloped Acreage
The following table summarizes our leased acreagsd ®ecember 31, 2011.

Developed Undeveloped Total
Gross Acres Net Acres Gross Acres Net Acres Gross Acres Net Acres
Piceance Basin 121,10: 96,66¢ 155,53¢ 116,30( 276,63 212,96¢
Bakken Shalt 36,49¢ 31,05¢ 58,59: 55,05¢ 95,08t 86,11:
Marcellus Shale(1 12,83! 7,02¢ 125,86: 99,95( 138,69: 106,97¢
Powder River Basi 609,99¢ 277,72¢ 302,06: 133,71* 912,05¢ 411,44
San Juan Basi 240,09: 121,92! 2,10(¢ 1,57¢ 242,19: 123,50:
Other(2) 153,11« 84,87( 240,31( 155,73 393,42 240,60°
Total 1,173,62! 619,26¢ 884,46: 562,33° 2,058,08 1,181,601

(1) Approximately 21 percent of our undevelopedawes in the Marcellus Shale are located in Colar@iounty. During 2011, we recorded
a $50 million write-off of leasehold costs assosihwvith approximately 65 percent of our Columbiaufty acreage that we no longer
plan to develog

(2) Other includes Barnett Shale, Arkoma and GRier Basins, other Williston Basin acreage andcellaneous smaller properties. Our
Arkoma Basin operations were classified as helg&be and reported as discontinued operations amgrised less than one percent of
our assets
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Drilling and Exploratory Activities

We focus on lower-risk development drilling. Ouvdmpment drilling success rate was approximat8lpércent in each of 2011, 2010
and 2009.

The following table summarizes the number of doinesells drilled for the periods indicated.

2011 2010 2009
Gross Wells Net Wells Gross Wells Net Wells Gross Wells Net Wells
Piceance Basin 38t 361 39¢ 36C 363 334
Bakken Shalt 25 2C — — n/e n/e
Marcellus Shalt 36 17 8 3 2 1
Powder River Basi 52¢ 22t 531 244 54C 244
San Juan Basi 56 33 43 15 87 50
Other 212 34 177 38 19¢ 36
Productive, developme 1,23 69C 1,15% 66C 1,191 665
Productive, exploratio 2 2 — — 1 —
Total Productive 1,23¢ 692 1,157 66C 1,192 665
Dry, developmen 2 1 5 4 2 1
Dry, exploratior — — — — 2 1
Total Drilled 1,241 692 1,162 664 1,19¢ 667

(1) Otherincludes Barnett Shale, Arkoma and GreenrBasins and miscellaneous smaller proper

In 2011, we drilled two gross nonproductive devetept wells (in Marcellus Shale and in Powder RBasin) and one net nonproduct
development wells. Total gross operated wellsettilvere 758 in 2011, 656 in 2010 and 472 in 2009.

Present Activities
At December 31, 2011, we had 25 gross (17 netsvirelihe process of being drilled.
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Scheduled Lease Expirations

Domestic. The table below sets forth, as of December 311 2the gross and net acres scheduled to expiretogerext several years.
The acreage will not expire if we are able to dighlproduction by drilling wells on the lease prio the expiration date. We expect to hold
substantially all of the Bakken and Marcellus Skeadeeage by drilling prior to its expiration. Apgimately 59% of the acreage shown in the
table below as “Other” in 2012 through 2013 comssistour Arkoma Basin operations which are curgehéld for sale.

2012 2013 2014 2015 + Total
Piceance Basin 4,777 2,87¢ 48¢ 2,522 10,66¢
Bakken Shalt 9,62( 43,36: 37C 1,63¢ 54,991
Marcellus Shalt 89C 35,83¢ 6,57¢ 43,67« 86,98:
Powder River Basi 8,10¢ 15,38: 1,081 66 24,63¢
San Juan Basi — — — — —
Other 11,69: 13,52: 28,76( 81,037 135,01:
Total (Gross Acres 35,08¢ 110,98: 37,27¢ 128,93t 312,28¢
2012 2013 2014 2015+ Total
Piceance Basi 2,10 2,182 64¢ 2,10¢ 7,03¢
Bakken Shalt 9,22,/ 42,83¢ 37C 1,53¢ 53,96¢
Marcellus Shalt 787 27,93¢ 3,97¢ 38,36¢ 71,06¢
Powder River Basi 2,71 7,47¢ 547 52 10,78¢
San Juan Basi — — — — —
Other 9,761 12,487 27,88 81,03: 131,16¢
Total (Net Acres 24,591 92,91: 33,427 123,09 274,02

International. In general, all of our concessions have expiratiates of either 2025 or 2026, except for two cesioms that expire
beyond 2030 and four that expire in 2015 and 20\iéh respect to these four we are negotiating &ar extensions for which we have
contractual rights. These four concessions repteggroximately 169,000 acres net to Apco or apipnately 116,000 acres net to WPX based
on our 69% ownership in Apco. Our remaining projesrin Argentina and Colombia are all explorati@nmpits or exploration contracts that
have much shorter terms and on which we have mgaleration investment commitments that must be deteg. These areas will expire in
2012 and 2013 unless discoveries are made. Them@paortunities to extend exploration terms foeanwith good technical justification. We
can either declare the portions of these blocksevive have made discoveries commercial and cothvaracreage to a concession or
exploitation acreage with a specified term for pretibn of 25 to 35 years, or relinquish a portiorthe balance of the acreage if we are not
willing to make further exploration commitments.

Gas Management

Our sales and marketing activities include the s&fsur natural gas, NGL and oil production, in iidad to third party purchases and
subsequent sales to Williams Partners for fuelsimohk gas. We do not expect to continue to profigd and shrink gas services to Williams
Partners’ midstream business on a lé@gn basis. Our sales and marketing activities ialslode the management of various natural gasee
contracts such as transportation, storage ancecetadges. We also sell natural gas purchasedviking interest owners in operated wells
and other area third party producers. We primatilgage in these activities to enhance the valigwed from the sale of our natural gas and
oil production. Revenues associated with the sitrioproduction are recorded in oil and gas reesniThe revenues and expenses related to
other marketing activities are reported on a ghzsss as part of gas management revenues ancaoalséxpenses.
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Delivery Commitments

We hold a long-term obligation to deliver on a fibasis 200,000 MMBtu/d of natural gas to a buyghatWhite River Hub
(Greasewood-Meeker, Colorado), which is the majarket hub exiting the Piceance Basin. The Piceargiag our largest producing basin,
generates ample production to fulfill this obligaxiwithout risk of nonperformance during periodsiofmal infrastructure and market
operations. While the daily volume of natural gakarge and represents a significant percentageradaily production, this transaction does
not represent a material exposure. This obligatixpires in 2014.

Purchase Commitments

In December 2010, we agreed to buy up to 200,00 of natural gas at Transco Station 515 (Mdusebhale) priced at market
prices from a third party. Purchases under theda-gontract began in January 2012. We expeciltthienatural gas in the open market and
may utilize available transportation capacity toilftate the sales.

Seasonality

Generally, the demand for natural gas decreasésgdilme spring and fall months and increases dufiegrvinter months and in some
areas during the summer months. Seasonal anorsatiésas mild winters or hot summers can lessentensify this fluctuation. Conversely,
during extreme weather events such as blizzardgchoes, or heat waves, pipeline systems can be¢emporary constraints to supply
meeting demand thus amplifying localized price epikn addition, pipelines, utilities, local disition companies and industrial users utilize
natural gas storage facilities and purchase sortteeafanticipated winter requirements during trermwer months. This can lessen seasonal
demand fluctuations. World weather and resultaiceprfor liquefied natural gas can also affectvizles of competing liquefied natural gas
into this country from abroad, affecting the prafedomestically produced natural gas. In additadverse weather conditions can also affect
our production rates or otherwise disrupt our opena.

Hedging Activity
To manage the commaodity price risk and volatilisg@ciated with owning producing natural gas, NGd arude oil properties, we enter

into derivative contracts for a portion of our exfeel future production. See further discussionMiafiagement’s Discussion and Analysis of
Financial Condition and Results of Operations.”

Customers

Oil, NGLs and natural gas production is sold thitoogr sales and marketing activities to a varidtguschasers under various length
contracts ranging from one day to muyléar at market based prices. Our third party custsrimclude other producers, utility companies, @«
generators, banks, marketing and trading compamdsnidstream service providers. In 2011, naturalgples to BP Energy Company
accounted for approximately 11 percent of our cbdated revenues. We believe that the loss of amaare of our current natural gas, oil or
NGLs purchasers would not have a material advdfseten our ability to sell our production, becawy individual purchaser could
readily replaced by another purchaser, absentadbrarket disruption.

REGULATORY MATTERS

The oil and natural gas industry is extensivelyufaged by numerous federal, state, local and faraigthorities, including Native
American tribes in the United States. Legislatiffecing the oil and natural gas industry is undenstant review for amendment or expansion,
frequently increasing the regulatory burden. Almamerous departments and agencies, both federattate] and Native American tribes are
authorized by statute to issue rules and regulatodmding on the oil and natural gas industry asdnidividual members, some of
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which carry substantial penalties for noncompliadéhough the regulatory burden on the oil anduratgas industry increases our cost of
doing business and, consequently, affects ourtpiofity, these burdens generally do not affecang differently or to any greater or lesser
extent than they affect other companies in thestrguwith similar types, quantities and locatiorfigpmduction.

The availability, terms and cost of transportatignificantly affect sales of oil and natural géke interstate transportation and sale for
resale of oil and natural gas is subject to fedegililation, including regulation of the terms, ditions and rates for interstate transportation,
storage and various other matters, primarily byRE®C. Federal and state regulations govern tloe pmd terms for access to oil and natural
gas pipeline transportation. The FERC's regulatfonsnterstate oil and natural gas transmissiosame circumstances may also affect the
intrastate transportation of oil and natural gas.

Although oil and natural gas prices are currentiyegulated, Congress historically has been aativke area of oil and natural gas
regulation. We cannot predict whether new legistatd regulate oil and natural gas might be progoadat proposals, if any, might actually
be enacted by Congress or the various state lagista and what effect, if any, the proposals mighte on our operations. Sales of condensate
and oil and NGLs are not currently regulated amdraade at market prices.

Drilling and Production

Our operations are subject to various types oflegigun at federal, state, local and Native Ameritéal levels. These types of regulat
include requiring permits for the drilling of welldrilling bonds and reports concerning operatidsst states, and some counties,
municipalities and Native American tribal areas venwe operate also regulate one or more of theviatlg activities:

» the location of wells

» the method of drilling and casing wel

» the timing of construction or drilling activitieadluding seasonal wildlife closure

+ the employment of tribal members or use of trih@hed service businesst

» the rates of production “allowables”

» the surface use and restoration of properties wdooh wells are drilled

» the plugging and abandoning of wells; ¢

» the notice to surface owners and other third pai

State laws regulate the size and shape of dridlimdjspacing units or proration units governinggbeling of oil and natural gas

properties. Some states allow forced pooling agrdtion of tracts to facilitate exploration whilther states rely on voluntary pooling of lands
and leases. In some instances, forced poolingitzation may be implemented by third parties araymeduce our interest in the unitized
properties. In addition, state conservation lawatdish maximum rates of production from oil andunal gas wells, generally prohibit the
venting or flaring of natural gas and impose regmients regarding the ratability of production. Ehksvs and regulations may limit the
amount of oil and natural gas we can produce framwells or limit the number of wells or the loaats at which we can drill. Moreover, each
state generally imposes a production or severanceith respect to the production and sale of rshtgas, oil and NGLs within its jurisdiction.
States do not regulate wellhead prices or engagthir similar direct regulation, but there cambeassurance that they will not do so in the

future. The effect of such future regulations maytdolimit the amounts of oil and natural gas tiaty be produced from our wells, negatively
affect the economics of production from these weliso limit the number of locations we can drill.
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Federal, state and local regulations provide dedaiéquirements for the abandonment of wells, ceosudecommissioning of production
facilities and pipelines, and for site restorationareas where we operate. Most states have amisthative agency that requires the posting of
performance bonds to fulfill financial requiremefds owners and operators on state land. The Arorp€of Engineers and many other state
and local authorities also have regulations fogging and abandonment, decommissioning and sitereg®n. Although the Army Corps of
Engineers does not require bonds or other finamsislirances, some state agencies and municipdlitieave such requirements.

Natural Gas Sales and Transportation

Historically, federal legislation and regulatoryntmls have affected the price of the natural gagproduce and the manner in which we
market our production. The FERC has jurisdictioerathe transportation and sale for resale of nbga®sin interstate commerce by natural gas
companies under the Natural Gas Act of 1938 andNttaral Gas Policy Act of 1978. Various federav$aenacted since 1978 have resulted in
the complete removal of all price and non-pricetrula for sales of domestic natural gas sold ist fiales, which include all of our sales of our
own production. Under the Energy Policy Act of 200 FERC has substantial enforcement authoriprabibit the manipulation of natural
gas markets and enforce its rules and orders,dimguthe ability to assess substantial civil paaalt

The FERC also regulates interstate natural gaspmatation rates and service conditions and estsdsithe terms under which we may
use interstate natural gas pipeline capacity, whftdcts the marketing of natural gas that we pcedas well as the revenues we receive for
sales of our natural gas and release of our nagasapipeline capacity. Commencing in 1985, the EpRomulgated a series of orders,
regulations and rule makings that significantlytéoed competition in the business of transportimd marketing natural gas. Today, interstate
pipeline companies are required to provide nonilisnatory transportation services to producers kai@rs and other shippers, regardless of
whether such shippers are affiliated with theme FERC'’s initiatives have led to the developmerda cbmpetitive, open access market for
natural gas purchases and sales that permitsrath@sers of natural gas to buy directly from ttpedty sellers other than pipelines. However,
the natural gas industry historically has been Vegvily regulated; therefore, we cannot guaratitatethe less stringent regulatory approach
currently pursued by the FERC and Congress wiltinae indefinitely into the future nor can we detére what effect, if any, future regulat
changes might have on our natural gas relateditesiv

Under the FERC's current regulatory regime, tragsioh services must be provided on an open-aagesdjscriminatory basis at cost-
based rates or at market-based rates if the tratasiom market at issue is sufficiently competitiGathering service, which occurs upstream of
jurisdictional transmission services, is reguldtgdhe states onshore and in state waters. Althdagiolicy is still in flux, the FERC has in tl
past reclassified certain jurisdictional transnuadiacilities as non-jurisdictional gathering fé@ds, which has the tendency to increase our
costs of transporting natural gas to point-of-sadations.

Oil Sales and Transportation

Sales of crude oil, condensate and NGLs are notwtly regulated and are made at negotiated privegertheless, Congress could
reenact price controls in the future.

Our crude oil sales are affected by the availabitérms and cost of transportation. The transgiortaf oil in common carrier pipelines
also subject to rate regulation. The FERC regulatesstate oil pipeline transportation rates urttlerinterstate Commerce Act and intrastate
oil pipeline transportation rates are subject tutation by state regulatory commissions. The bfasigtrastate oil pipeline regulation, and the
degree of regulatory oversight and scrutiny givemtrastate oil pipeline rates, varies from statstate. Insofar as effective interstate and
intrastate rates are equally applicable to all caraple shippers, we believe that the regulatiosildfansportation rates will not affect our
operations in any way that is of material differefiom those of our competitors.
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Further, interstate and intrastate common carilgyijpelines must provide service on a non-discniatory basis. Under this open access
standard, common carriers must offer service tshapipers requesting service on the same termsrhet the same rates. When oil pipelines
operate at full capacity, access is governed byatioming provisions set forth in the pipelinesbfighed tariffs. Accordingly, we believe that
access to oil pipeline transportation services galyewill be available to us to the same extentaasur competitors.

Operation on Native American Reservations

A portion of our leases are, and some of our fukeases may be, regulated by Native American trimeaddition to regulation by vario
federal, state, and local agencies and authoréiegntirely separate and distinct set of lawsragdlations applies to lessees, operators and
other parties within the boundaries of Native Aroen reservations in the United States. Variousré@@gencies within the U.S. Departmen
the Interior, particularly the Bureau of Indian aiffs, the Office of Natural Resources Revenue dod,Band the EPA, together with each
Native American tribe, promulgate and enforce ratiohs pertaining to oil and gas operations on\afimerican reservations. The
regulations include lease provisions, royalty nrattdrilling and production requirements, enviromtaé standards, Tribal employment
contractor preferences and numerous other matters.

Native American tribes are subject to various fatlstatutes and oversight by the Bureau of Indi&aifs and BLM. However, each
Native American tribe is a sovereign nation andthasight to enact and enforce certain other lamd regulations entirely independent fr
federal, state and local statutes and regulatesming as they do not supersede or conflict witthgederal statutes. These tribal laws and
regulations include various fees, taxes, requirgsmEnemploy Native American tribal members or il owned service businesses and
numerous other conditions that apply to lesseesabprs and contractors conducting operations witheé boundaries of a Native American
reservation. Further, lessees and operators watiNative American reservation are often subjethéoNative American tribal court system,
unless there is a specific waiver of sovereign imityby the Native American tribe allowing resoburtiof disputes between the Native
American tribe and those lessees or operatorsdorag federal or state court.

Therefore, we are subject to various laws and egiguls pertaining to Native American tribal surfavenership, Native American oil and
gas leases, fees, taxes and other burdens, obtigatnd issues unique to oil and gas ownershipparhtions within Native American
reservations. One or more of these requirementelays in obtaining necessary approvals or penpuitsuant to these regulations, may
increase our costs of doing business on Native Aaetribal lands and have an impact on the econembility of any well or project on
those lands.

ENVIRONMENTAL MATTERS

Our operations are subject to numerous federag,dtecal, Native American tribal and foreign laarsd regulations governing the
discharge of materials into the environment or ntlige relating to environmental protection. Appbt&aU.S. federal environmental laws
include, but are not limited to, the Compreheng&iweironmental Response, Compensation, and LiatAldy(“CERCLA”), the Clean Water
Act (“CWA") and the Clean Air Act (“CAA”"). These las and regulations govern environmental cleanupdstals, require permits for air,
water, underground injection, solid and hazardoastevdisposal and set environmental compliancerieitin addition, state and local laws ¢
regulations set forth specific standards for drjliwells, the maintenance of bonding requirementsder to drill or operate wells, the spacing
and location of wells, the method of drilling aresig wells, the surface use and restoration gignt@s upon which wells are drilled, the
plugging and abandoning of wells, and the prevargiod cleanup of pollutants and other matters. \@mtain insurance against costs of clean-
up operations, but we are not fully insured agadtistuch risks. Additionally, Congress and fedewrad state agencies frequently revise the
environmental laws and regulations, and any chatigggesult in delay or more stringent and cog#ymitting, waste handling, disposal and
clean-up requirements for the oil and gas industild have a significant impact on our operatingtsoAlthough future environmental
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obligations are not expected to have a materiahohpn the results of our operations or financtdition, there can be no assurance that
future developments, such as increasingly stringamironmental laws or enforcement thereof, will cause us to incur material environme
liabilities or costs.

Public and regulatory scrutiny of the energy indusias resulted in increased environmental regradind enforcement being either
proposed or implemented. For example, in March 2EH®OEPA announced its National Enforcement Ititigs for 2011 to 2013, which
includes the addition of “Energy Extraction Acties” to its enforcement priorities list. Accorditgthe EPA’s website, “some energy
extraction activities, such as new techniques floaired gas extraction and coal mining, pose aoigiollution of air, surface waters and ground
waters if not properly controlled.” To address thesncerns, the EPA is developing an initiativerisure that energy extraction activities are
complying with federal environmental requiremeitsis initiative will be focused on those areashsf tountry where energy extraction
activities are concentrated, and the focus and-@atithe enforcement activities will vary with thywe of activity and the related pollution
problem presented. This initiative could involviaege scale investigation of our facilities andgasses, and could lead to potential
enforcement actions, penalties or injunctive rediginst us.

Failure to comply with these laws and regulatiorsg/mesult in the assessment of administrative| aivil criminal fines and penalties and
the imposition of injunctive relief. Accidental eglses or spills may occur in the course of ouraifmers, and we cannot assure you that we will
not incur significant costs and liabilities as aule of such releases or spills, including anydiparty claims for damage to property, natural
resources or persons. Although we believe thatreénasubstantial compliance with applicable envinental laws and regulations and that
continued compliance with existing requirementd nat have a material adverse impact on us, thanebe no assurance that this will continue
in the future.

The environmental laws and regulations that coakeha material impact on the oil and natural ggsogation and production industry
and our business are as follows:

Hazardous Substances and WasteéERCLA, also known as the “Superfund lawiposes liability, without regard to fault or treghlity
of the original conduct, on certain classes of pesshat are considered to be responsible forelease of a “hazardous substance” into the
environment. These persons include the owner arapgeof the disposal site or sites where the sglexcurred and companies that transported
or disposed or arranged for the transport or delpoisthe hazardous substances found at the gitesoRs who are or were responsible for
releases of hazardous substances under CERCLA ensytiject to joint and several liability for thest®of cleaning up the hazardous
substances that have been released into the emeérdrand for damages to natural resources, aadhédtiuncommon for neighboring
landowners and other third parties to file correging common law claims for personal injury andgendy damage allegedly caused by the
hazardous substances released into the environment.

The Resource Conservation and Recovery Act (“RCR&herally does not regulate wastes generatedebgxploration and production
of natural gas and oil. The RCRA specifically exida from the definition of hazardous wadteilfing fluids, produced waters and other wa:
associated with the exploration, development odpection of crude oil, natural gas or geothermakgyné However, legislation has been
proposed in Congress from time to time that wosldassify certain natural gas and oil exploratind production wastes as “hazardous
wastes,” which would make the reclassified wastdgext to much more stringent handling, disposdl @aan-up requirements. If such
legislation were to be enacted, it could have ai@ant impact on our operating costs, as wellhasnatural gas and oil industry in general. An
environmental organization recently petitioned BRA to reconsider certain RCRA exemptions for esgilon and production wastes.
Moreover, ordinary industrial wastes, such as pamdtes, waste solvents, laboratory wastes ancewdést may be regulated as hazardous
waste.

We own or lease, and have in the past owned oedeasishore properties that for many years have beed for or associated with the
exploration and production of natural gas andAlthough we have utilized
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operating and disposal practices that were staridahe industry at the time, hydrocarbons or othastes may have been disposed of or
released on or under the properties owned or leaged on or under other locations where such wdstge been taken for disposal. In
addition, a portion of these properties have bgeraied by third parties whose treatment and d@dmrselease of wastes was not under our
control. These properties and the wastes dispdszddn may be subject to CERCLA, the CWA, the RGRA analogous state laws. Under
such laws, we could be required to remove or reatedireviously disposed wastes (including wasteadisd of or released by prior owners or
operators) or property contamination (includingugrdwater contamination by prior owners or operatansto perform remedial plugging or
closure operations to prevent future contamination.

Waste DischargesThe CWA and analogous state laws impose restnstémd strict controls with respect to the discharfpollutants,
including spills and leaks of oil and other subst®) into waters of the United States. The disehafgollutants into regulated waters is
prohibited, except in accordance with the terma pérmit issued by the EPA or an analogous statecyg The CWA and regulations
implemented thereunder also prohibit the dischafgiFedge and fill material into regulated waténs)uding jurisdictional wetlands, unless
authorized by an appropriately issued permit. $pélvention, control and countermeasure requiresnaffiederal laws require appropriate
containment berms and similar structures to hedpgmt the contamination of navigable waters byteofum hydrocarbon tank spill, rupture
or leak. In addition, the CWA and analogous staves|require individual permits or coverage underegal permits for discharges of storm
water runoff from certain types of facilities. Fealeand state regulatory agencies can impose asdirtive, civil and criminal penalties as well
as other enforcement mechanisms for non-compliaittedischarge permits or other requirements ofG¢A and analogous state laws and
regulations. In 2007, 2008 and 2010, we receiveskteeparate information requests from the EPAuamtsto Section 308 of the CWA. The
information requests required us to provide the BW# information about releases at three of ouwilitees and our compliance with spill
prevention, control and countermeasure requireméviéshave responded to these information requestsia proceeding or enforcement
actions have been initiated. We believe that o@rafons are in substantial compliance with the CWA

On February 16, 2012, the EPA issued the final 2&®&truction general permit (“CGP”) for stormwadéscharges from construction
activities involving more than one acre, which witbvide coverage for a five year period. The 2GGP modifies the prior CGP to implement
the new Effluent Limitations Guidelines and New 8muPerformance Standards for the ConstructiorDevlopment Industry. The new rule
includes new and more stringent restrictions osieroand sediment control, pollution prevention atabilization, although a numeric turbic
limit for certain larger construction sites hastetayed as of January 4, 2011.

Air Emissions.The CAA and associated state laws and regulatistsicts the emission of air pollutants from maoyrces, including o
and gas operations. New facilities may be requineabtain permits before construction can beginl, existing facilities may be required to
obtain additional permits and incur capital coatsrider to remain in compliance. More stringenutations governing emissions of toxic air
pollutants and greenhouse gases (“GHGs") have tieesloped by the EPA and may increase the costsropliance for some facilities.

Oil Pollution Act. The Oil Pollution Act of 1990, as amended (“OPAf)d regulations thereunder impose a variety ofireqents on
“responsible parties” related to the preventiowibEpills and liability for damages resulting frasuch spills in United States waters. A
“responsible party” includes the owner or operatoan onshore facility, pipeline or vessel, or ibgsee or permittee of the area in which an
offshore facility is located. OPA assigns liabilityeach responsible party for oil cleanup costsamariety of public and private damages.
While liability limits apply in some circumstancesparty cannot take advantage of liability limftthe spill was caused by gross negligence or
willful misconduct or resulted from violation offaderal safety, construction or operating regutatibthe party fails to report a spill or to
cooperate fully in the cleanup, liability limitk#wise do not apply. Few defenses exist to théliipimposed by OPA. OPA imposes ongoing
requirements on a responsible party, includingpttegaration of oil spill response plans and prddirancial responsibility to cover
environmental cleanup and restoration costs thatidoe incurred in connection with an oil spill.
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National Environmental Policy ActOil and natural gas exploration and productioivdiEs on federal lands are subject to the Nationa
Environmental Policy Act (“NEPA”). NEPA requiresdieral agencies, including the Department of Intetimevaluate major agency actions
having the potential to significantly impact these@anment. The process involves the preparatiogitbler an environmental assessment or
environmental impact statement depending on whelteespecific circumstances surrounding the progphéseeral action will have a significe
impact on the human environment. The NEPA proaesgdves public input through comments which caeraihe nature of a proposed project
either by limiting the scope of the project or retng resourcespecific mitigation. NEPA decisions can be appe#bedugh the court system
process participants. This process may resultleydey the permitting and development of projettsrease the costs of permitting and
developing some facilities and could result in @erinstances in the cancellation of existing lsase

Endangered Species Acthe Endangered Species Act (“ESA”) restricts atidis that may affect endangered or threatenedepec
their habitats. While some of our operations majobated in areas that are designated as hahitaentlangered or threatened species, we
believe that we are in substantial compliance wWithESA. However, the designation of previouslydentified endangered or threatened
species could cause us to incur additional costeeoome subject to operating restrictions or barike affected states.

Worker Safety.The Occupational Safety and Health Act (“OSHA"Hatomparable state statutes regulate the protegfitre health and
safety of workers. The OSHA hazard communicatiamdard requires maintenance of information abomattbus materials used or produced
in operations and provision of such informatioretoployees. Other OSHA standards regulate specdikev safety aspects of our operations.
Failure to comply with OSHA requirements can leadhie imposition of penalties.

Safe Drinking Water ActThe Safe Drinking Water Act (“SDWA”) and comparalstate statutes restrict the disposal, treatnreri@ase
of water produced or used during oil and gas dgretnt. Subsurface emplacement of fluids (includlisgposal wells or enhanced oil recov
is governed by federal or state regulatory autlesrithat, in some cases, includes the state oiasdegulatory authority or the state’s
environmental authority. These regulations maydase the costs of compliance for some facilities.

Hydraulic Fracturing. We ordinarily use hydraulic fracturing as a memsiaximize the productivity of our oil and gas iseh all of the
domestic basins in which we operate. Our net aergagition in the basins in which hydraulic fragtgris utilized total approximately
770,000 acres and represents approximately 93%radamestic proved undeveloped oil and gas reseAldwugh average drilling and
completion costs for each basin will vary, as Wik cost of each well within a given basin, on agerapproximately 31% of the drilling and
completion costs for each of our wells for which wge hydraulic fracturing is associated with hyticafiacturing activities. These costs are
treated in the same way that all other costs difrdyiand completion of our wells are treated areltauilt into and funded through our normal
capital expenditure budget.

The protection of groundwater quality is extremietyortant to us. We follow applicable standard istty practices and legal
requirements for groundwater protection in our afiens. These measures are subject to close sejmerdy state and federal regulators
(including the BLM with respect to federal acreggeflich conduct many inspections during operatibias include hydraulic fracturing.
Industry standards and legal requirements for gihaaater protection focus on five principal areagp(essure testing of well construction and
integrity, (ii) lining of pits used to hold watena other fluids used in the drilling process isethfrom surface water and groundwater,

(iii) casing and cementing practices for wells hs@re separation of the production zone from grauatelr, (iv) disclosure of the chemical
content of fracturing liquids, and (v) setback riegunents as to the location of waste disposal afdaes legal requirements relating to the
protection of surface water and groundwater vasynfstate to state and there are also federal tsgudaand guidance that apply to all dome
drilling. In addition, the American Petroleum Iniste publishes industry standards and guidanchyfdraulic fracturing and the protection of
surface water and groundwater. Our policy and ads to follow all applicable guidelines and rédions in the areas where we conduct
hydraulic fracturing.
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In addition to the required use of and specifiaadifor casing and cement in well construction, Wweesve regulatory requirements and
what we consider best practices to ensure wellimegrity and full isolation of any underground &gts and protection of surface waters.
These include the following:

Prior to perforating the production casing and ayic fracturing operations, the casing is presseseed

Before the fracturing operation commences, allagfequipment is pressure tested, which includewéiihead and all pressurized
lines and connections leading from the pumping @gent to the wellhead. During the pumping phasekehydraulic fracturing
treatment, specialized equipment is utilized to itwwrand record surface pressures, pumping ratdgmes and chemical
concentrations to ensure the treatment is procgesdirdesigned and the wellbore integrity is so&fbuld any problem be detected
during the hydraulic fracturing treatment, the @pien is shut down until the problem is evaluategorted and remediate

As a means to protect against the negative immdetay potential surface release of fluids assediatith the hydraulic fracturin
operation, special precautions are taken to enmoger containment and storage of fluids. For eXapgny earthen pits containing
non-fresh water must be lined with a synthetic imjmeis liner. These pits are tested regularly, mncertain sensitive areas have
additional leak detection systems in place. Attiéas feet of freeboard, or available capacity, hhespresent in the pit at all times.
In addition, earthen berms are constructed arougdseorage tanks, any fluid handling equipment, iargbme cases around the
perimeter of the location to contain any fluid eddes. These berms are considered to be a “secdfidianyof containment and
serve as an added measure for the protection ahgwater.

We conduct baseline water monitoring in many oftikeins in which we use hydraulic fracturil

In Colorado, baseline water monitoring may be regfuby the Colorado Oil and Gas Conservation Comions“COGCC(”) or

BLM as a condition of approval for the drilling peit, but otherwise it is not a requirement. Indystorked with the Colorado Oil
& Gas Association as well as the COGCC to adoplantary baseline groundwater quality sampling prog We have committed
to the program that went into effect in August 2(

In the Barnett Shale, and with landowner approwel perform water monitoring of fresh water wellghin an agreed upon distar
on a voluntary basis, even though not requiredtate segulation

In Pennsylvania, we perform baseline water momippursuant to Pennsylvania Department of Environteldrotectior
requirements

There are currently no regulatory requirementtedaict baseline water monitoring in the Bakken 8laalthe San Juan Basin. We
plan to begin voluntarily conducting water monitayiin the Bakken Shale. The majority of our assetke San Juan Basin are on

federal lands, and there are few cases where walksr are within one to two miles of our wells, whiis outside the range that we
would typically sample

Once a pipe is set in place, cement is pumpedlitavell where it hardens and creates a permaisefdting barrier between the steel
casing pipe and surrounding geological formatidits aspect of the well design essentially elimesat “pathway” for the fracturing fluid to
contact any aquifers during the hydraulic fractgraperations. Furthermore, in the basins in whiehcanduct hydraulic fracturing, the
hydrocarbon bearing formations are separated froyruaable underground aquifers by thousands ofofeietpermeable rock layers. This wide
separation serves as a protective barrier, prevgaty migration of fracturing fluids or hydrocartsoupwards into any groundwater zones.

In addition, the vendors we employ to conduct hytcdracturing are required to monitor all pumpesand pressures during the
fracturing treatments. This monitoring occurs aeal-time basis and data is recorded to ensuregtionh of groundwater.
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The cement and steel casing used in well constructan have rare failures. Any failure in isolatismeported to the applicable oil and
gas regulatory body. A remediation procedure istemiand approved and then completed on the wdtdany further operations or
production is commenced. Possible isolation fagurey result from:

« Improper cementing worl This can create conditions in which hydraulic faaing fluids and other natural occurring substancar
migrate into the surrounding geological formatiBnoduction casing cementing tops and cement bdedtefeness are evaluated
using either a temperature log or an acousticakcgimond log prior to any completion operationgh#é cement bond or cement top
is determined to be inadequate for zone isolatemedial cementing operations are performed tafill voids and re-establish
integrity. As part of this remedial operation, tasing is again pressure tested before fractugpegations are initiate«

« Initial casing integrity failure The casing is pressure tested prior to commeraongpletion operations. If the test fails due 1
compromise in the casing, the applicable oil arglrggulatory body will be notified and a remediatgyocedure will be written,
approved and completed before any further operatime conducted. In addition, casing pressuremardgtored throughout the
fracturing treatment and any indication of failw#l result in an immediate shutdown of the operat

»  Well failure or casing integrity failure durinproduction. Loss of wellbore integrity can occur over timeenf the well was
correctly constructed due to downhole operatingrenments causing corrosion and stress. Duringuymrtioh, the bradenhead,
casing and tubing pressures are monitored andirgcislure can be identified and evaluated. Remtiai could include placing
additional cement behind casing, installing a aapiatch, or plugging and abandoning the well, dassary

*  “Fluid leakoff during the fracturingprocess. Fluid leakoff can occur during hydraulic frachugioperations whereby some of-
hydraulic fracturing fluid flows through the artifally created fractures into the micropore or pgpaces within the formation,
existing natural factures in the formation, or drfralctures opened into the formation by the presguthe induced fracture. Fluid
leakoff is accounted for in the volume design cdnheevery fracturing job and “pump-in” tests afeea conducted prior to
fracturing jobs to estimate the extent of fluiddeti. In certain situations, a very fine grain sas@dded in the initial part of the
treatment to se-off any small fractures of micropore spaces andgati¢ fluid leal-off.

Approximately 99% of hydraulic fracturing fluidseamade up of water and sand. We utilize major hyldrdracturing service companies
whose research departments conduct ongoing develtpoh “greener” chemicals that are used in fraogurWe evaluate, test, and where
appropriate adopt those products that are more@mientally friendly. We have also chosen to pguéite in a voluntary fracturing chemical
registry that is a public website: www.fracfocug.at which interested persons can find out inforome&bout fracturing fluids. This registry is
a joint project of the Ground Water Protection Caliand the Interstate Oil and Gas Compact Comimisand provides our industry with an
avenue to voluntarily disclose chemicals used énttydraulic fracturing process. The Company reggstevith the FracFocus Chemical
Disclosure Registry in April 2011 and began uplogdiata when the registry went live on April 11120To date, we have loaded data on
more than 430 wells. We plan to add all wells fuaetl since January 1, 2011 to the site. Consistightother industry participants, we are not
planning to add data on wells drilled prior to 20The information included on this website is natdrporated by reference in this Annual
Report on Form 10-K .

In 2011, we used 100% recycled water for our hylidrdracturing operations in our largest area ofelepment, the Piceance basin. This
recycling process lessens the demand on localalatater resources. Any water that is recoverealimoperations that is not used for our
hydraulic fracturing operations is safely disposedccordance with the State and Federal rulesegulations in a manner that does not im
underground aquifers and surface waters. In thedliais we use a blend of recycled water from outraylic fracturing operations with water
from natural sources.
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Despite our efforts to minimize impacts on the emvinent from hydraulic fracturing activities, ighit of the volume of our hydraulic
fracturing activities, we have occasionally beegagyed in litigation and received requests for imfation, notices of alleged violation, and
citations related to the activities of our hydradhacturing vendors, none of which has resultednip material costs or penalties.

Recently, there has been a heightened debate dvether the fluids used in hydraulic fracturing ncaytaminate drinking water supply
and proposals have been made to revisit the emaeatal exemption for hydraulic fracturing under 8i@WA or to enact separate federal
legislation or legislation at the state and localeynment levels that would regulate hydraulic iugiag. Both the United States House of
Representatives and Senate are considering Fragtdgsponsibility and Awareness of Chemicals AERAC Act”) bills and a number of
states, including states in which we have operatiare looking to more closely regulate hydrautcfuring due to concerns about water
supply. A committee of the U.S. House of Represams is also conducting an investigation of hydiafracturing practices. The recent
congressional legislative efforts seek to regutgaraulic fracturing to Underground Injection Carttprogram requirements, which would
significantly increase well capital costs. If theemption for hydraulic fracturing is removed frohetSDWA, or if the FRAC Act or other
legislation is enacted at the federal, state aalltavel, any restrictions on the use of hydrafrcturing contained in any such legislation could
have a significant impact on our financial conditend results of operations.

Federal agencies are also considering regulatitwyaraulic fracturing. The EPA recently assertetkfal regulatory authority over
hydraulic fracturing involving diesel additives wrdhe SDWA'’s Underground Injection Control Prograithile the EPA has yet to take any
action to enforce or implement this newly asseregpllatory authority, the EPA’s interpretation vath formal rule making has been
challenged and industry groups have filed suitlenging the EPA’s interpretation. If the EPA prdga this lawsuit, its interpretation could
result in enforcement actions against service plierg or companies that used diesel products ihyttieaulic fracturing process or could reqt
such providers or companies to conduct additionalies regarding diesel in the groundwater. Furttoee, the State of Colorado, in response
to an EPA request, has asked companies operatidglorado, including us, to report whether diesedpcts were used in the hydraulic
fracturing process from 2004 to 2009. In respongdis inquiry we consulted our service providerd eeported to the State of Colorado that at
least nine wells were subject to hydraulic fractgritilizing fluids that contained chemical produttiat contained diesel fuel as a component.
The State of Colorado may conduct additional ingasibns related to this inquiry. Any enforcemeati@ns or requirements of additional
studies or investigations by the EPA or the Std®alorado could increase our operating costs aude delays or interruptions of our
operations.

On October 21, 2011, the EPA announced its intartigpropose regulation by 2014 under the CWA tulate wastewater discharges
from hydraulic fracturing and other natural gasduation. The EPA is also collecting informationpast of a study into the effects of hydraulic
fracturing on drinking water. The results of thigdy, expected in late 2012, could result in add#i regulations, which could lead to
operational burdens similar to those described @blwvconnection with the EPA study, we have reseia request for information from the
EPA for 52 of our wells located in various basinatthave been hydraulically fractured. The requestirmation covers well design,
construction and completion practices, among dthiags. We understand that similar requests waretseeight other companies that own or
operate wells that utilized hydraulic fracturing.

In addition to the EPA study, the Shale Gas Subcittmenof the Secretary of Energy Advisory Boardiest a report on hydraulic
fracturing in August 2011. The report concludeg tha risk of fracturing fluids contaminating dring water sources through fractures in the
shale formations “is remote.” It also states thatedlopment of the nation’s shale resources hasupeatimajor economic benefits. The report
includes recommendations to address concernsdelateydraulic fracturing and shale gas productioauding but not limited to conducting
additional field studies on possible methane leakagm shale gas wells to water reservoirs and tauppew rules and enforcement practices
to protect drinking and surface waters. The Govemirdccountability Office is also examining the gommental impacts of produced water
and the
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Counsel for Environmental Quality has been petdtbby environmental groups to develop a progranmeaivironmental impact statement
under NEPA for hydraulic fracturing. The United t8&Department of the Interior is also considevitngther to impose disclosure
requirements or other mandates for hydraulic frétuon federal land.

Several states, including Pennsylvania, Texas,r@dtm North Dakota and New Mexico, have adoptearerconsidering adopting,
regulations that could restrict or impose additlaeguirements related to hydraulic fracturing. Egample, on December 13, 2011, the Texas
Railroad Commission adopted Statewide Rule 29, vrequires public disclosure of the chemicals tperators use during hydraulic
fracturing in Texas for all operators that receaveermit on or after February 1, 2012. Pennsylvalsia requires that detailed information be
disclosed regarding the hydraulic fracturing flyioeluding but not limited to, a list of chemicadditives, volume of each chemical added, and
list of chemicals in the material safety data she®ince June 2009, Colorado has required all tgrsrgdo maintain a chemical inventory by v
site for each chemical product used downhole aedtéor use downhole during drilling, completiordamorkover operations, including fract
stimulation in an amount exceeding 500 pounds duaimy quarterly reporting period. Colorado adogtedinal hydraulic fracturing chemical
disclosure rules on December 13, 2011. Disclostich@micals used in the hydraulic fracturing pracesuld make it easier for third parties
opposing the hydraulic fracturing process to itdtiegal proceedings based on allegations thaifgpeliemicals used in the fracturing process
could adversely affect groundwater.

In addition, at least three local governments irabehave imposed temporary moratoria on drillingrpes within city limits so that local
ordinances may be reviewed to assess their adedqoacidress such activities, while some state acal governments in the Marcellus Shale
have considered or imposed temporary moratoriariiing operations using hydraulic fracturing urfiilrther study of the potential
environmental and human health impacts by the EPtAerelative state agencies are completed. Autditly, publicly operated treatment
works facilities in Pennsylvania have ceased takiagtewater from hydraulic fracturing operationg] ave are now recycling this wastewater
and utilizing it in subsequent hydraulic fracturiogerations. At this time, it is not possible ttireate the potential impact on our business of
these state and local actions or the enactmerddifianal federal or state legislation or regulai@ffecting hydraulic fracturing.

Global Warming and Climate Chang®&ecent scientific studies have suggested thatseonis of GHGSs, including carbon dioxide and
methane, may be contributing to warming of theréartmosphere. Both houses of Congress have prglyiconsidered legislation to reduce
emissions of GHGs, and almost one-half of the sthéwe already taken legal measures to reduceiermissf GHGs, primarily through the
planned development of GHG emission inventories@negional GHG cap and trade programs. The ERAblegun to regulate GHG
emissions. On December 7, 2009, the EPA publisisefthdings that emissions of GHGs present an egelanent to public heath and the
environment. These findings allow the EPA to adopt implement regulations that would restrict eioiss of GHGs under existing provisions
of the CAA. EPA issued a final rule that went iefect in 2011 that makes certain stationary saiacel newer modification projects subjet
permitting requirements for GHG emissions. On NolbenB0, 2010, the EPA published its final rule exgiag the existing GHG monitoring
and reporting rule to include onshore and offstadrand natural gas production facilities and onshail and natural gas processing,
transmission, storage, and distribution facilitifeporting of GHG emissions from such facilitiedl Wwe required on an annual basis, with
reporting beginning in 2012 for emissions occurim@011. We are required to report our GHG emissionder this rule but are not subject to
GHG permitting requirements. Several of the EPAMGSrules are being challenged in court proceedamgsdepending on the outcome of
such proceedings, such rules may be modified aindsd or the EPA could develop new rules.

Because regulation of GHG emissions is relatively nfurther regulatory, legislative and judiciavd®pments are likely to occur. Such
developments may affect how these GHG initiativékimpact our operations. In addition to theseuladory developments, recent judicial
decisions have allowed certain tort claims allegingperty damage to proceed against GHG emissmunsas and may increase our litigation
risk
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for such claims. New legislation or regulatory pengs that restrict emissions of or require inventdrGHGSs in areas where we operate have
adversely affected or will adversely affect our ighens by increasing costs. The cost increaséardtave resulted from costs associated with
inventorying our GHG emissions, and further coséy mesult from the potential new requirements taombGHG emissions permits, install
additional emission control equipment and an iredamonitoring and record-keeping burden.

Legislation or regulations that may be adoptedddress climate change could also affect the mafketsur products by making our
products more or less desirable than competingceswf energy. To the extent that our productsanepeting with higher GHG emitting
energy sources such as coal, our products woulohbeanore desirable in the market with more strihgieitations on GHG emissions. To the
extent that our products are competing with lowklGGemitting energy sources such as solar and wiadproducts would become less
desirable in the market with more stringent limias on GHG emissions. We cannot predict with agryainty at this time how these
possibilities may affect our operations.

Finally, it should be noted that some scientistseh@oncluded that increasing concentrations of GiiGlse Earth’s atmosphere may
produce climate changes that have significant glaysiffects, such as increased frequency and $gwéistorms, floods and other climatic
events. If any such effects were to occur, theydcadversely affect or delay demand for the oihatural gas or otherwise cause us to incur
significant costs in preparing for or respondinghose effects.

Foreign Operations.Our exploration and production operations outideUnited States are subject to various typesgilations
similar to those described above imposed by thegouents of the countries in which we operate,raag affect our operations and costs
within those countries. For example, the Argenfepartment of Energy and the government of theipo@s in which Apco’s oil and gas
producing concessions are located have environiemmérol policies and regulations that must beexdt to when conducting oil and gas
exploration and exploitation activities. Future Bommental regulation of certain aspects of ourapens in Argentina and Columbia that are
currently unregulated and changes in the lawsgulations could materially affect our financial cition and results of operations.

COMPETITION

We compete with other oil and gas concerns, inalgidinajor and independent oil and gas companidin¢évelopment, production and
marketing of natural gas. We compete in areas aactquisition of oil and gas properties and obtginecessary equipment, supplies and
services. We also compete in recruiting and retgiskilled employees.

In our gas management services business, we comlipetdly with large independent energy marketeratrketing affiliates of regulated
pipelines and utilities and natural gas producéfs.also compete with brokerage houses, energy Heddes and other enerdyased compani
offering similar services.

EMPLOYEES

At December 31, 2011, we had approximately 1,20&ifoe employees.

FINANCIAL INFORMATION ABOUT SEGMENTS

See Item 8 — Financial Statements and Supplemebttiy— Notes to Consolidated Financial Statemeritote 18 of our Notes to
Consolidated Financial Statements for financiabinfation with respect to our segments’ revenuesitpror losses and total assets.
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FINANCIAL INFORMATION ABOUT GEOGRAPHIC AREAS

See Item 8 — Financial Statements and SupplemebDttiy— Note 18 of our Notes to Consolidated Firdr&tatements for amounts of
revenues during the last three fiscal years frotareal customers attributable to the United Statebsall foreign countries. Also, see Note 1
the our Notes to Consolidated Financial Statemfantsmformation relating to long-lived assets duyrithe last three fiscal years, located in the
United States and all foreign countries.

WEBSITE ACCESS TO REPORTS AND OTHER INFORMATION

We make available free of charge through our websitvw.wpxenergy.com/investgreur annual reports on Form ¥)-quarterly report
on Form 10-Q, current reports on Form 8-K, proxatesnents, other reports filed under the Secutifiehange Act of 1934 (“Exchange Act”)
and all amendments to those reports simultaneausdg soon as reasonably practicable after suctrialats electronically filed with, or
furnished to, the SEC. Our reports are also aviailfibe of charge on the SEC’s websiteyw.sec.gov You may inspect and copy our reports
at the SEC’s Public Reference Room at 100 F StkeEt, Washington, D.C. 20549. Please call the SEB00) SEC-0330 for further
information on the Public Reference Room. Also Edé free of charge on our website are the follmnéorporate governance documents:

* Amended and Restated Certificate of Incorpora
* Restated Bylaw
» Corporate Governance Guidelir

» Code of Business Conduct, which is applicable to\& X Energy directors and employees, includingghiacipal executive office
the principal financial officer and the principaicaunting officel

* Audit Committee Charte
» Compensation Committee Char
* Nominating and Governance Committee Che

All of our reports and corporate governance documaray also be obtained without charge by contgdtimestor Relations, WPX
Energy, Inc., One Williams Center, Tulsa, Oklahorda72.

We maintain an Internet site at www.wpxenergy.c@ve.do not incorporate our Internet site, or thetinfation contained on that site or
connected to that site, into this Annual ReporfFonm 10-K.

Item 1A. Risk Factors

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

Certain matters contained in this Annual ReporForm 10-K include forwardeoking statements that are subject to a numbesksé an
uncertainties, many of which are beyond our confrbkse forward-looking statements relate to guditeid financial performance,
management’s plans and objectives for future ofmeratbusiness prospects, outcome of regulatorygaaings, market conditions and other
matters.

All statements, other than statements of histofaetis, included in this report that address ati¢isj events or developments that we
expect, believe or anticipate will exist or may wcm the future, are forward-looking statementssdéme cases, forwatdeking statements c:
be identified by various forms of words such adit@pates,” “believes,” “seeks,” “could,” “may,” tould,” “continues,” “estimates,”
“expects,” “forecasts,”
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“intends,” “might,” “goals,” “objectives,” “targets “planned,” “potential,” “projects,” “scheduled;will” or other similar expressions. These
forward-looking statements are based on manageseeliefs and assumptions and on information ctigr@wvailable to management and
include, among others, statements regarding:

* Amounts and nature of future capital expenditu

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

* Business strateg

» Estimates of proved gas and oil resen

* Reserve potentia

» Development drilling potentia

» Cash flow from operations or results of operatic

» Seasonality of our business; ¢

» Natural gas, crude oil and NGLs prices and dem

Forward-looking statements are based on numerausmgions, uncertainties and risks that could céutsee events or results to be
materially different from those stated or impliedthis report. Many of the factors that will detémmthese results are beyond our ability to
control or predict. Specific factors that could sawactual results to differ from results contergadiy the forward-looking statements include,
among others, the following:

» Availability of supplies (including the uncertaiesi inherent in assessing, estimating, acquiringdewdloping future natural gas ¢
oil reserves), market demand, volatility of prieesl the availability and cost of capit

» Inflation, interest rates, fluctuation in foreigrobange and general economic conditions (inclufligre disruptions and volatility
in the global credit markets and the impact of ¢hegents on our customers and suppli¢

» The strength and financial resources of our coryrsti
» Development of alternative energy sourtc
» The impact of operational and development haz:

» Costs of, changes in, or the results of laws, gowent regulations (including climate change legistaand/or potential additional
regulation of drilling and completion of wells),\éronmental liabilities, litigation and rate prociegs;

* Changes in maintenance and construction c
» Changes in the current geopolitical situati
*  Our exposure to the credit risk of our custom

» Risks related to strategy and financing, includiestrictions stemming from our debt agreementsiréuthanges in our credit
ratings and the availability and cost of cre

* Risks associated with future weather conditic
e Acts of terrorism; ani

» Other factors described “Managemer’'s Discussion and Analysis of Financial Conditiod &esults of Operatio” and
“Busines¢”’
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All forward-looking statements attributable to uspersons acting on our behalf are expressly qedlifh their entirety by the cautionary
statements set forth above. Given the uncertaiatiesrisk factors that could cause our actual tesaldiffer materially from those contained in
any forward-looking statement, we caution investwsto unduly rely on our forward-looking statertger-orward-looking statements speak
only as of the date they are made. We disclaimadatigation to and do not intend to update the aliist@r to announce publicly the result of
any revisions to any of the forward-looking statetseo reflect future events or developments, exttefhe extent required by applicable laws.
If we update one or more forward-looking statememdsinference should be drawn that we will makditi@hal updates with respect to those
or other forward-looking statements.

In addition to causing our actual results to diffee factors listed above and referred to below o@se our intentions to change from
those statements of intention set forth in thisoregSuch changes in our intentions may also causeesults to differ. We may change our
intentions, at any time and without notice, basgdnuchanges in such factors, our assumptions henotse.

Because forward-looking statements involve risks @mcertainties, we caution that there are impaoffestors, in addition to those listed
above, that may cause actual results to differ rizdiefrom those contained in the forward-lookisgtements. These factors are described in
“Risk Factors.”
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RISK FACTORS

You should carefully consider each of the followiisgs, which we believe are the principal riskattive face and of which we are
currently aware, and all of the other informatianthis report. Some of the risks described beldatego our business, while others relate to
our separation from Williams. Other risks relatermipally to the securities markets and ownersHipuar common stock. If any of the follow
risks actually occur, our business, financial cdioi, cash flows and results of operations coulffesumaterially and adversely. In that case,
the trading price of our common stock could deglared you might lose all or part of your investment

Risks Related to Our Business

Our business requires significant capital expendituand we may be unable to obtain needed capitihancing on satisfactory terms
at all.

Our exploration, development and acquisition atiigirequire substantial capital expenditures.diisally, we have funded our capital
expenditures through a combination of cash flowsifioperations, capital contributions or borrowifrgen Williams and sales of assets. Fut
cash flows are subject to a number of variableduding the level of production from existing weltgices of natural gas and oil and our
success in developing and producing new reserf/esr kcash flow from operations is not sufficieotfind our capital expenditure budget, we
may have limited ability to obtain the additionabital necessary to sustain our operations at gulegels. We may not be able to obtain debt
or equity financing on terms favorable to us oalatThe failure to obtain additional financing ¢duesult in a curtailment of our operations
relating to exploration and development of our pexts, which in turn could lead to a decline in atural gas and oil production or reserves,
and in some areas a loss of properties.

Failure to replace reserves may negatively affestlusiness.

The growth of our business depends upon our abdifind, develop or acquire additional natural gad oil reserves that are
economically recoverable. Our proved reserves gdigatecline when reserves are produced, unlessowduct successful exploration or
development activities or acquire properties caitgi proved reserves, or both. We may not alwayatbe to find, develop or acquire
additional reserves at acceptable costs. If nagasior oil prices increase, our costs for additioeserves would also increase; conversely if
natural gas or oil prices decrease, it could makere difficult to fund the replacement of oureesges.

Exploration and development drilling may not resnlcommercially productive reserves.

Our past success rate for drilling projects shawdtlbe considered a predictor of future commemigkcess. Our decisions to purchase,
explore, develop or otherwise exploit prospectgroperties will depend in part on the evaluatiodata obtained through geophysical and
geological analyses, production data and engingatundies, the results of which are often incorigisr subject to varying interpretations.
The new wells we drill or participate in may notdmmmercially productive, and we may not recoveoahny portion of our investment in
wells we drill or participate in. Our efforts witle unprofitable if we drill dry wells or wells thate productive but do not produce enough
reserves to return a profit after drilling, opengteind other costs. The cost of drilling, complgtamd operating a well is often uncertain, and
cost factors can adversely affect the economiesprbject. Further, our drilling operations maycoetailed, delayed, canceled or rendered
unprofitable or less profitable than anticipatecassult of a variety of other factors, including:

» Increases in the cost of, or shortages or delatiseimvailability of, drilling rigs and equipmesupplies, skilled labor, capital
transportation

* Equipment failures or acciden
» Adverse weather conditions, such as floods or aids;
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» Title and lease related problen

» Limitations in the market for natural gas and

* Unexpected drilling conditions or problen

» Pressure or irregularities in geological formatic

* Regulations and regulatory approve

» Changes or anticipated changes in energy price

» Compliance with environmental and other governmaeguirements

We expect to invest approximately 60 percent ofdyilling capital during 2012 in two relatively nemmconventional projects, the Bakl
Shale in western North Dakota and the MarcelludeSinaPennsylvania. Due to limited production higtbrom the relatively few number of
wells drilled in these projects, we are unableredjrt with certainty the quantity of future prodioa from wells to be drilled in those projects.

If natural gas and oil prices decrease, we maydapiired to take writ@lowns of the carrying values of our natural gas ailgroperties

Accounting rules require that we review periodigdle carrying value of our natural gas and oilpemies for possible impairment. Ba
on specific market factors and circumstances atitine of prospective impairment reviews and thetioming evaluation of development plans,
production data, economics and other factors, we lmearequired to write down the carrying value of natural gas and oil properties. A
writedown constitutes a non-cash charge to earnkgsexample, as a result of annual and interisessments for impairments of our proved
properties and due to significant declines in fonuwaatural gas prices, we recorded impairmentapitalized costs of certain natural gas
properties of $547 million in 2011 and $678 milliwn2010. In addition to those long-lived assetswWhich impairment charges were recorded,
certain others were reviewed for which no impairtmeas required. These reviews included other dompsbducing properties and acquired
unproved reserve costs, and utilized inputs gelyerahsistent with those described above. Judgnerdsassumptions are inherent in our
estimate of future cash flows used to evaluatectiagsets. The use of alternate judgments and assampould result in the recognition of
different levels of impairment charges in the cdigsted financial statements. For the other prodg@ssets reviewed, but for which
impairment charges were not recorded, we estinhatesippproximately eight percent could be at rigkiffgpairment if forward prices across all
future periods decline by approximately 12 to 1#&pet, on average, as compared to the forwardpat®ecember 31, 2011. A substantial
portion of the remaining carrying value of theskestassets (primarily related to assets in thedPioe basin) could be at risk for impairment if
forward prices across all future periods declinebleast 24 percent, on average, as comparee farites at December 31, 2011. We may
incur impairment charges for these or other praogeit the future, which could have a material asleeffect on our results of operations for
the periods in which such charges are taken.

Estimating reserves and future net revenues ingalweertainties. Decreases in natural gas and ndgs, or negative revisions to
reserve estimates or assumptions as to future abggas and oil prices may lead to decreased eamifgsses or impairment of natural
gas and oil assets.

Reserve estimation is a subjective process of atialy underground accumulations of oil and gas¢hanhot be measured in an exact
manner. Reserves that are “proved reserves” age thstimated quantities of crude oil, natural gasNGLs that geological and engineering
data demonstrate with reasonable certainty arevegable in future years from known reservoirs uredésting economic and operating
conditions and relate to projects for which thea&stion of hydrocarbons must have commenced oopleeator must be reasonably certain that
it will commence the project within a reasonabiei
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The process relies on interpretations of availgelglogical, geophysical, engineering and produdtiata. There are numerous
uncertainties inherent in estimating quantitiepraived reserves and in projecting future ratesrodpction and timing of developmental
expenditures, including many factors beyond thdrcbof the producer. The reserve data includethis report represent estimates. In addit
the estimates of future net revenues from our gitoeserves and the present value of such estimegdsased upon certain assumptions about
future production levels, prices and costs that mayprove to be correct.

Quantities of proved reserves are estimated basedanomic conditions in existence during the gkdbassessment. Changes to oil and
gas prices in the markets for such commodities haae the impact of shortening the economic liveseofain fields because it becomes
uneconomic to produce all recoverable reservesioh fields, which reduces proved property resestenates.

If negative revisions in the estimated quantitieproved reserves were to occur, it would haveetifiect of increasing the rates of
depreciation, depletion and amortization on thea#d properties, which would decrease earningssuit in losses through higher
depreciation, depletion and amortization expenbkesg revisions, as well as revisions in the assongof future cash flows of these reserves,
may also be sufficient to trigger impairment lossesertain properties which would result in a rasftcharge to earnings.

The development of our proved undeveloped resemaggake longer and may require higher levels gitehexpenditures than we
currently anticipate.

Approximately 41 percent of our total estimatedveidreserves at December 31, 2011 were proved elap®d reserves and may not be
ultimately developed or produced. Recovery of pcbuedeveloped reserves requires significant capitpénditures and successful drilling
operations. The reserve data included in the resemgineer reports assumes that substantial cagjtehditures are required to develop such
reserves. We cannot be certain that the estimaistd of the development of these reserves areatectinat development will occur as
scheduled or that the results of such developméhib&vas estimated. Delays in the developmentupfreserves or increases in costs to drill
and develop such reserves will reduce the PV-10evaf our estimated proved undeveloped reserve$utimet net revenues estimated for such
reserves and may result in some projects beconmieganomic. In addition, delays in the developmémeserves could cause us to have to
reclassify our proved reserves as unproved reserves

The present value of future net revenues from oavaul reserves will not necessarily be the samb@asalue we ultimately realize of ¢
estimated natural gas and oil reserves.

You should not assume that the present value ofdutet revenues from our proved reserves is tirerumarket value of our estimated
natural gas and oil reserves. In accordance with &§uirements, we have based the estimated dissbéuture net revenues from our proved
reserves on the 12-month unweighted arithmeticamyeeof the first-day-of-the-month price for theqeeing twelve months without giving
effect to derivative transactions. Actual futureé revenues from our natural gas and oil propettiihe affected by factors such as:

» actual prices we receive for natural gas and
» actual cost of development and production experast
» the amount and timing of actual production;
« changes in governmental regulations or taxa
The timing of both our production and our incurreré expenses in connection with the developmedtpraduction of natural gas and
oil properties will affect the timing and amountaaftual future net revenues from proved reservesttaus their actual present value. In

addition, the 10 percent discount factor we usenndadculating discounted future net revenues mayadhe most appropriate discount factor
based on interest rates in effect from time to tamd risks associated with us or the natural gdsodrndustry in general.

34



Table of Contents

Certain of our domestic undeveloped leasehold assetsubject to leases that will expire over thgtrseveral years unless production is
established on units containing the acreage.

The majority of our acreage in the Marcellus Staald Bakken Shale is not currently held by produnctidnless production in paying
guantities is established on units containing theases during their terms, the leases will expinee do not extend our leases and our leases
expire and we are unable to renew the leases, Wkgé our right to develop the related properti@sr drilling plans for these areas are
subject to change based upon various factors,dimgyudrilling results, natural gas and oil pricasgailability and cost of capital, drilling and
production costs, availability of drilling servicaad equipment, gathering system and pipeline p@tetion constraints and regulatory and
lease issues.

Prices for natural gas, oil and NGLs are volatigsd this volatility could adversely affect our fir@al results, cash flows, access to
capital and ability to maintain our existing busgse

Our revenues, operating results, future rate ofvtir@and the value of our business depend primaplyn the prices of natural gas, oil and
NGLs. Price volatility can impact both the amourg seceive for our products and the volume of preglue sell. Prices affect the amoun
cash flow available for capital expenditures andathility to borrow money under our Credit Facildy raise additional capital.

The markets for natural gas, oil and NGLs are jikelcontinue to be volatile. Wide fluctuationsprices might result from relatively
minor changes in the supply of and demand for tkesgmodities, market uncertainty and other factioas are beyond our control, including:

*  Worldwide and domestic supplies of and demand &ural gas, oil and NGL:
*  Turmoil in the Middle East and other producing oets;

* The activities of the Organization of Petroleum &tjmg Countries

» Terrorist attacks on production or transportatieseds

* Weather conditions

* The level of consumer demar

» Variations in local market conditions (basis diéfetial);

* The price and availability of other types of fue

» The availability of pipeline capacit

*  Supply disruptions, including plant outages andgportation disruption:

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

» Domestic and foreign governmental regulations andg;

* Volatility in the natural gas and oil marke

* The overall economic environmel

» The credit of participants in the markets wheredpais are bought and sold; &
» The adoption of regulations or legislation relating:limate change

Our business depends on access to natural gaandiNGL transportation systems and facilities.

The marketability of our natural gas, oil and NGiguction depends in large part on the operatieailability, proximity, capacity and
expansion of transportation systems and faciltiwsed by third parties. For example, we can providassurance that sufficient transporta
capacity will exist for expected production fronetBakken Shale and Marcellus Shale or that webeilhble to obtain sufficient transportation
capacity on economic terms.
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A lack of available capacity on transportation eys$ and facilities or delays in their planned es@ms could result in the shut-in of
producing wells or the delay or discontinuancerdfinlg plans for properties. A lack of availabilibf these systems and facilities for an
extended period of time could negatively affect mwenues. In addition, we have entered into cotgrir firm transportation and any failure
to renew those contracts on the same or better esai@hterms could increase our costs and our expds the risks described above.

We may have excess capacity under our firm trariapion contracts, or the terms of certain of thasatracts may be less favorable t
those we could obtain currently.

We have entered into contracts for firm transpatathat may exceed our transportation needs. Awggss transportation commitments
will result in excess transportation costs thatidmegatively affect our results of operationsatidition, certain of the contracts we have
entered into may be on terms less favorable thas e could obtain if we were negotiating therauatent rates, which also could negatively
affect our results of operations.

We have limited control over activities on propestive do not operate, which could reduce our pridn@nd revenues.

If we do not operate the properties in which we @mrinterest, we do not have control over normaraiing procedures, expenditures or
future development of underlying properties. Thiifa of an operator of our wells to adequatelyfgen operations or an operator’s breach of
the applicable agreements could reduce our pragtuetnd revenues or increase our costs. As of Desegih 2011, we were not the operator
of approximately 14 percent of our total domesgt production. Apco generally has outsmgerated interests in its properties. The sucosd
timing of our drilling and development activities properties operated by others depend upon a nuofifectors outside of our control,
including the operator’s timing and amount of calpéxpenditures, expertise and financial resouiioegjsion of other participants in drilling
wells and use of technology. Because we do not hawejority interest in most wells we do not operate may not be in a position to remove
the operator in the event of poor performance.

We might not be able to successfully manage tke dssociated with selling and marketing product$he wholesale energy markets.

Our portfolio of derivative and other energy contsaincludes wholesale contracts to buy and sélirabgas, oil and NGLs that are
settled by the delivery of the commodity or ca$lhé values of these contracts change in a doear manner that we do not anticipate or
cannot manage, it could negatively affect our tissofl operations. In the past, certain marketing) aading companies have experienced severe
financial problems due to price volatility in theexgy commodity markets. In certain instancesblatility has caused companies to be un
to deliver energy commodities that they had guaeshunder contract. If such a delivery failure wereccur in one of our contracts, we might
incur additional losses to the extent of amouifitany, already paid to, or received from, counteipsa. In addition, in our business, we often
extend credit to our counterparties. We are exptsék risk that we might not be able to collaobants owed to us. If the counterparty to
such a transaction fails to perform and any caltdtinat secures our counterparty’s obligatiomadiequate, we will suffer a loss. Downturns in
the economy or disruptions in the global creditkess could cause more of our counterparties tddgderform than we expect.

Our commaodity price risk management and measuresysteéms and economic hedging activities mighbaeffective and could
increase the volatility of our results.

The systems we use to quantify commodity price associated with our businesses might not alwaysllmved or might not always be
effective. Further, such systems do not in theneseiaanage risk, particularly risks outside of aurtrool, and adverse changes in energy
commodity market prices, volatility, adverse
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correlation of commodity prices, the liquidity ofankets, changes in interest rates and other risksissed in this report might still adversely
affect our earnings, cash flows and balance sheggruapplicable accounting rules, even if riskseha@en identified. Furthermore, no single
hedging arrangement can adequately address all odityprice risks present in a given contract. &xample, a forward contract that would
be effective in hedging commodity price volatilitgks would not hedge the contract’s counterpamylic or performance risk. Therefore,
unhedged risks will always continue to exist.

Our use of derivatives through which we attempettuce the economic risk of our participation imooodity markets could result in
increased volatility of our reported results. Chesiin the fair values (gains and losses) of devieatthat qualify as hedges under GAAP to the
extent that such hedges are not fully effectiveffeetting changes to the value of the hedged codityaas well as changes in the fair value of
derivatives that do not qualify or have not beesigigated as hedges under GAAP, must be recordeuarimcome. This creates the risk of
volatility in earnings even if no economic impaatus has occurred during the applicable period.

The impact of changes in market prices for natgaal, oil and NGLs on the average prices paid aived by us may be reduced based
on the level of our hedging activities. These hedgirrangements may limit or enhance our margitteiimarket prices for natural gas, oil or
NGLs were to change substantially from the pridaetdished by the hedges. In addition, our hedgimgrngements expose us to the risl
financial loss if our production volumes are leésat expected.

The adoption and implementation of new statutony gulatory requirements for derivative transaaccould have an adverse impact
on our ability to hedge risks associated with ousiness and increase the working capital requirasmiémconduct these activities.

In July 2010, federal legislation known as the Déddnk Wall Street Reform and Consumer Protectioh(the “Dodd-Frank Act”) was
enacted. The Dodd-Frank Act provides for new steyuand regulatory requirements for derivative sstions, including oil and gas hedging
transactions. Among other things, the Dodd-Frankpkovides for the creation of position limits foertain derivatives transactions, as well as
requiring certain transactions to be cleared omamges for which cash collateral will be requir€de final impact of the Dodd-Frank Act on
our hedging activities is uncertain at this time do the requirement that the SEC and the Comnesditutures Trading Commission (“CFTC")
promulgate rules and regulations implementing & tegislation within 360 days from the date of @ngent. These new rules and regulations
could significantly increase the cost of derivativmtracts, materially alter the terms of derivatdbontracts or reduce the availability of
derivatives. Although we believe the derivative tracts that we enter into should not be impacte@ddsition limits and should be exempt fr
the requirement to clear transactions through &akexchange or to post collateral, the impactrupor businesses will depend on the outc
of the implementing regulations adopted by the CFTC

Depending on the rules and definitions adoptechbyGFTC or similar rules that may be adopted bgotagulatory bodies, we might in
the future be required to provide cash collatesabiur commodities hedging transactions under oistances in which we do not currently f
cash collateral. Posting of such additional cadlatsral could impact liquidity and reduce our casfailable for capital expenditures. A
requirement to post cash collateral could therefedeice our ability to execute hedges to reducennoaity price uncertainty and thus protect
cash flows. If we reduce our use of derivativea assult of the Dodd-Frank Act and regulations, results of operations may become more
volatile and our cash flows may be less predictable

We are exposed to the credit risk of our custoraagscounterparties, and our credit risk managenmmeay not be adequate to protect
against such risk.

We are subject to the risk of loss resulting froosmpayment and/or nonperformance by our customersannterparties in the ordinary
course of our business. Our credit procedures alicigs may not be adequate to fully eliminate ocostr and counterparty credit risk. We
cannot predict to what extent our business would be

37



Table of Contents

impacted by deteriorating conditions in the econpimgluding declines in our customers’ and courdetips’ creditworthiness. If we fail to
adequately assess the creditworthiness of existiffigture customers and counterparties, unantiegpeeterioration in their creditworthiness
and any resulting increase in nonpayment and/op@&darmance by them could cause us to write-downrde-off doubtful accounts. Such
write-downs or write-offs could negatively affeeciraperating results in the periods in which thegw and, if significant, could have a
material adverse effect on our business, resultpefations, cash flows and financial condition.

We face competition in acquiring new propertiesrhkating natural gas and oil and securing equipmemd trained personnel in the
natural gas and oil industry.

Our ability to acquire additional drilling locatisrand to find and develop reserves in the fututledepend on our ability to evaluate and
select suitable properties and to consummate tctinga in a highly competitive environment for actg properties, marketing natural gas
and oil and securing equipment and trained perdoWe may not be able to compete successfullyénftiure in acquiring prospective
reserves, developing reserves, marketing hydroaattaitracting and retaining quality personnel eising additional capital, which could
have a material adverse effect on our business.

Our operations are subject to operational hazardd anforeseen interruptions for which they maybwadequately insured.

There are operational risks associated with dglfior, production, gathering, transporting, storggecessing and treating of natural gas
and oil and the fractionation and storage of NGhsluding:

* Hurricanes, tornadoes, floods, extreme weatheritiond and other natural disaste

* Aging infrastructure and mechanical problel

« Damages to pipelines, pipeline blockages or otiglipe interruptions

* Uncontrolled releases of natural gas (including g@s), oil, NGLs, brine or industrial chemice
*  Operator error

» Pollution and environmental risk

» Fires, explosions and blowou

* Risks related to truck and rail loading and unloggiand

» Terrorist attacks or threatened attacks on oulifiasi or those of other energy compan

Any of these risks could result in loss of humd, [personal injuries, significant damage to propesnvironmental pollution, impairme
of our operations and substantial losses to uactordance with customary industry practice, wentaéi insurance against some, but not a
these risks and losses, and only at levels weugetiebe appropriate. The location of certain segmef our facilities in or near populated
areas, including residential areas, commerciali®ss centers and industrial sites, could incréestetel of damages resulting from these r
In spite of our precautions, an event such as tbeseribed above could cause considerable harmdpl@ or property and could have a
material adverse effect on our financial conditiord results of operations, particularly if the evismot fully covered by insurance. Accidents
or other operating risks could further result indof service available to our customers.

We do not insure against all potential losses amdld be seriously harmed by unexpected liabilitieby the inability of our insurers to
satisfy our claims.

We are not fully insured against all risks inherenbur business, including environmental accidés do not maintain insurance in the
type and amount to cover all possible risks of.loss
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We currently maintain excess liability insurancattbovers us, our subsidiaries and certain of ffiliates for legal and contractual
liabilities arising out of bodily injury or propgrtdamage, including resulting loss of use to tipiadties. This excess liability insurance includes
coverage for sudden and accidental pollution lighbil

Although we maintain property insurance on cerfdigsical assets that we own, lease or are resgerisimsure, the policy may not
cover the full replacement cost of all damagedtas$e addition, certain perils may be excludedrfrooverage or sub-limited. We may not be
able to maintain or obtain insurance of the type @amount we desire at reasonable rates. We matytelself insure a portion of our risks. All
of our insurance is subject to deductibles. Ifgmicant accident or event occurs for which we roefully insured it could adversely affect our
operations and financial condition.

In addition, any insurance company that providegectage to us may experience negative developmieait€ould impair their ability to
pay any of our claims. As a result, we could beosepl to greater losses than anticipated and maytbasbtain replacement insurance, if
available, at a greater cost.

Potential changes in accounting standards mightseaus to revise our financial results and disclesun the future, which might change
the way analysts measure our business or finapagibrmance.

Regulators and legislators continue to take a reddaok at accounting practices, financial andmessedisclosures and companies’
relationships with their independent public accinmfirms and reserves consultants. It remainsaarolvhat new laws or regulations will be
adopted, and we cannot predict the ultimate imp#&titat any such new laws or regulations could haveaddition, the Financial Accounting
Standards Board or the SEC could enact new acemusti@indards that might impact how we are requvedcord revenues, expenses, assets,
liabilities and equity. Any significant change iocaunting standards or disclosure requirementidoave a material adverse effect on our
business, results of operations and financial ¢mrdi

Our investments and projects located outside ofdhiéed States expose us to risks related to tws laf other countries, and the taxes,
economic conditions, fluctuations in currency rageslitical conditions and policies of foreign gomments. These risks might delay or
reduce our realization of value from our internaté projects.

We currently own and might acquire and/or dispdsmaterial energy-related investments and projectside the United States,
principally in Argentina and Colombia. The econonmiolitical and legal conditions and regulatory ieowment in the countries in which we
have interests or in which we might pursue acdaisior investment opportunities present risks #ratdifferent from or greater than those in
the United States. These risks include delays msizaction and interruption of business, as welisis of war, expropriation, nationalization,
renegotiation, trade sanctions or nullificatioreafsting contracts and changes in law or tax poliegiuding with respect to the prices we
realize for the commodities we produce and selé Whcertainty of the legal environment in certairefgn countries in which we develop or
acquire projects or make investments could makeite difficult to obtain nonrecourse project finargcor other financing on suitable terms,
could adversely affect the ability of certain cus#rs to honor their obligations with respect tohspmjects or investments and could impair
our ability to enforce our rights under agreemeaelating to such projects or investments.

Operations and investments in foreign countries eé present currency exchange rate and convigytibiflation and repatriation risk.
In certain situations under which we develop ongeprojects or make investments, economic andeataoy conditions and other factors cc
affect our ability to convert to U.S. dollars oareings denominated in foreign currencies. In aolditrisk from fluctuations in currency
exchange rates can arise when our foreign subiggiarpend or borrow funds in one type of curreibey,receive revenue in another. In such
cases, an adverse change in exchange rates cae m@auability to meet expenses, including debtiserobligations. We may or may not put
contracts in place designed to mitigate our foreigmency exchange risks. We have some exposuaeard not hedged and which could result
in losses or volatility in our results of operatson
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Our operating results might fluctuate on a seas@ral quarterly basis.

Our revenues can have seasonal characteristiosaty parts of the country, demand for natural gasaher fuels peaks during the
winter. As a result, our overall operating resintthe future might fluctuate substantially on asmal basis. Demand for natural gas and other
fuels could vary significantly from our expectatiodepending on the nature and location of ourifesiland the terms of our natural gas
transportation arrangements relative to demandexntday unusual weather patterns.

Our debt agreements impose restrictions on usrtfet limit our access to credit and adversely aftestability to operate our business.

Our Credit Facility contains various covenants tleatrict or limit, among other things, our abilttygrant liens to support indebtedness,
merge or sell substantially all of our assets, niakestments, loans or advances and enter intaindredging agreements, make certain
distributions, incur additional debt and enter inéotain affiliate transactions. In addition, ouedit Facility contains financial covenants and
other limitations with which we will need to compyd which may limit our ability to borrow undesetfacility. Similarly, the indenture
governing the Notes restricts our ability to griens to secure certain types of indebtedness arderor sell substantially all of our assets.
These covenants could adversely affect our alidifinance our future operations or capital neadsngage in, expand or pursue our business
activities and prevent us from engaging in certeansactions that might otherwise be considereeéfigal to us. Our ability to comply with
these covenants may be affected by events beyancbatrol, including prevailing economic, financatd industry conditions. If market or
other economic conditions deteriorate, our curessumptions about future economic conditions tutrt@be incorrect or unexpected events
occur, our ability to comply with these covenanisyrbe significantly impaired.

Our failure to comply with the covenants in our tlagreements could result in events of default.rghe occurrence of such an event of
default, the lenders could elect to declare all @nt® outstanding under a particular facility toifnenediately due and payable and terminate all
commitments, if any, to extend further credit. @artpayment defaults or an acceleration under ebé agreement could cause a cross-default
or cross-acceleration of another debt agreemerh 8wross-default or crossceleration could have a wider impact on our dgwithan migh
otherwise arise from a default or acceleration sihgle debt instrument. If an event of defaultwsc or if other debt agreements cross-default,
and the lenders under the affected debt agreeraeotderate the maturity of any loans or other dekdgtanding to us, we may not have
sufficient liquidity to repay amounts outstandingder such debt agreements.

Our ability to repay, extend or refinance our delfdigations and to obtain future credit will depgsrdnarily on our operating
performance, which will be affected by general exort, financial, competitive, legislative, regulgtpbusiness and other factors, many of
which are beyond our control. Our ability to refiia our debt obligations or obtain future credit also depend upon the current conditions in
the credit markets and the availability of credihgrally. If we are unable to meet our debt sergld@ations or obtain future credit on
favorable terms, if at all, we could be forcedéstructure or refinance our indebtedness, seekiaiali equity capital or sell assets. We may be
unable to obtain financing or sell assets on satiefy terms, or at all.

Difficult conditions in the global capital markethe credit markets and the economy in generalccogbatively affect our business and
results of operations.

Our business may be negatively impacted by adwsrgeomic conditions or future disruptions in glofiahncial markets. Included
among these potential negative impacts are redeicedyy demand and lower commodity prices, incredg&dulty in collecting amounts
owed to us by our customers and reduced accessdit markets. Our ability to access the capitatkeis may be restricted at a time when we
would like, or need, to raise financing. If finangiis not available when needed, or is availablg on unfavorable terms, we may be unable to
implement our business plans or otherwise takergdga of business opportunities or respond to ctitiyeepressures.
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We are subject to risks associated with climatengea

There is a growing belief that emissions of greeiseogases (“GHGsHhay be linked to climate change. Climate changethadosts thi
may be associated with its impacts and the regulaif GHGs have the potential to affect our busnesnany ways, including negatively
impacting the costs we incur in providing our proiduand services, the demand for and consumptionrgbroducts and services (due to
change in both costs and weather patterns), anectireomic health of the regions in which we operalteof which can create financial risks.

In addition, legislative and regulatory responsdated to GHGs and climate change create the paltémt financial risk. The
U.S. Congress has previously considered legislai@hcertain states have for some time been comngjdearious forms of legislation related
to GHG emissions. There have also been interndtéffats seeking legally binding reductions in esidons of GHGs. In addition, increased
public awareness and concern may result in mote, stegional and/or federal requirements to reduwcaitigate GHG emissions.

Numerous states have announced or adopted progosstebilize and reduce GHGs. In addition, on DdmenT, 2009, the EPA issued a
final determination that six GHGs are a threatubljz safety and welfare. Also in 2009, the EPAafired a GHG emission standard for mobile
sources. On September 22, 2009, the EPA finalizZBH#& reporting rule that requires large sourceSdG emissions to monitor, maintain
records on, and annually report their GHG emissi@msNovember 8, 2010, the EPA also issued GHG tmong and reporting regulations
that went into effect on December 30, 2010, speatlf for oil and natural gas facilities, includiogshore and offshore oil and natural gas
production facilities that emit 25,000 metric tarsmore of carbon dioxide equivalent per year. fille requires reporting of GHG emissions
by regulated facilities to the EPA by March 2012 dmissions during 2011 and annually thereafter.aféerequired to report our GHG
emissions to the EPA by March 2012 under this rlilee EPA also issued a final rule that makes aegtitionary sources and newer
modification projects subject to permitting requients for GHG emissions, beginning in 2011, underGAA. Several of the EPA’s GHG
rules are being challenged in pending court pracgsdand depending on the outcome of such proogegdsuch rules may be modified or
rescinded or the EPA could develop new rules.

The recent actions of the EPA and the passageydiealeral or state climate change laws or regulaticould result in increased costs to
(i) operate and maintain our facilities, (ii) inktaew emission controls on our facilities and)(@dminister and manage any GHG emissions
program. If we are unable to recover or pass thraugignificant level of our costs related to coyimgd with climate change regulatory
requirements imposed on us, it could have a magdizerse effect on our results of operations @mahtial condition. To the extent financial
markets view climate change and GHG emissionsfimaacial risk, this could negatively impact ourstof and access to capital. Legislatio
regulations that may be adopted to address clist@age could also affect the markets for our prtadig making our products more or less
desirable than competing sources of energy.

Our operations are subject to governmental laws wegllations relating to the protection of the epviment, which may expose us to
significant costs and liabilities that could excemdrent expectations.

Substantial costs, liabilities, delays and othgnigicant issues could arise from environmentaldamd regulations inherent in drilling ¢
well completion, gathering, transportation, andage, and we may incur substantial costs and iligsilin the performance of these types of
operations. Our operations are subject to exterisieral, state and local laws and regulations gong environmental protection, the
discharge of materials into the environment andstmirity of chemical and industrial facilities.ede laws include:

* Clean Air Act “CAA”) and analogous state laws, which impose obligatielaged to air emission

» Clean Water Act“CWA”), and analogous state laws, which regulate dischafrgastewaters and storm water from some
facilities into state and federal waters, includimgtlands:
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» Comprehensive Environmental Response, Compensatiahl.iability Act “CERCLA"), and analogous state laws, which regu
the cleanup of hazardous substances that may le@verbleased at properties currently or previooslyged or operated by us or
locations to which we have sent wastes for disp

» Resource Conservation and Recovery Act (“RCRA”Yl analogous state laws, which impose requirementhé& handling and
discharge of solid and hazardous waste from odilitfas;

» National Environmental Policy Ac*NEPA"), which requires federal agencies to study likelyimmment impacts of a propos
federal action before it is approved, such asidglbn federal land:

« Safe Drinking Water Act*SDWA”), which restricts the disposal, treatment or reledseater produced or used during oil and
development

» Endangered Species Act (“ESA”), and analogous $aate, which seek to ensure that activities doj@opardize endangered or
threatened animals, fish and plant species, ndraesr modify the critical habitat of such spe¢iasd

» QOil Pollution Act (“OPA™) of 1990, which requiresistorage facilities and vessels to submit tofégeral government plans
detailing how they will respond to large dischargesjuires updates to technology and equipmentlaggn of above ground
storage tanks and sets forth liability for spilisresponsible partie

Various governmental authorities, including the LUE8vironmental Protection Agency (“EPA”), the UZepartment of the Interior, the
Bureau of Indian Affairs and analogous state agenand tribal governments, have the power to eafoompliance with these laws and
regulations and the permits issued under themntirftes requiring difficult and costly actions. ke to comply with these laws, regulations
and permits may result in the assessment of adimdtiige, civil and criminal penalties, the impositiof remedial obligations, the imposition of
stricter conditions on or revocation of permitg thsuance of injunctions limiting or preventingreoor all of our operations, delays in granting
permits and cancellation of leases.

There is inherent risk of the incurrence of envinemtal costs and liabilities in our business, sofnghich may be material, due to the
handling of our products as they are gatheredspraned, processed and stored, air emissions delatur operations, historical industry
operations, and water and waste disposal practiogs. and several, strict liability may be incutsgithout regard to fault under certain
environmental laws and regulations, including CERCRCRA and analogous state laws, for the rememhatf contaminated areas and in
connection with spills or releases of natural gésand wastes on, under, or from our propertiebfacilities. Private parties may have the right
to pursue legal actions to enforce compliance dsaseo seek damages for non-compliance with emwirental laws and regulations or for
personal injury or property damage arising from gperations. Some sites at which we operate aetddmear current or former third-party oil
and natural gas operations or facilities, and tigegerisk that contamination has migrated frons#sites to ours. In addition, increasingly s
laws, regulations and enforcement policies coultenlly increase our compliance costs and the ebahy remediation that may become
necessary. Our insurance may not cover all enviesrtat risks and costs or may not provide sufficmnterage if an environmental claim is
made against us.

In March 2010, the EPA announced its National Ecgarent Initiatives for 2011 to 2013, which includes addition of “Energy
Extraction Activities” to its enforcement prioritidist. To address its concerns regarding the poliuisks raised by new techniques for oil and
gas extraction and coal mining, the EPA is develg@n initiative to ensure that energy extractiotiviies are complying with federal
environmental requirements. This initiative coulgdlve a large scale investigation of our faciftend processes, and could lead to potential
enforcement actions, penalties or injunctive redighinst us.

Our business may be adversely affected by increeastd due to stricter pollution control equipmeaguirements or liabilities resulting
from non-compliance with required operating or ottegjulatory permits.
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Also, we might not be able to obtain or maintaonirtime to time all required environmental regutatapprovals for our operations. If there is
a delay in obtaining any required environmentaltapry approvals, or if we fail to obtain and cdynwith them, the operation or construction
of our facilities could be prevented or become sobjo additional costs.

We are generally responsible for all liabilities@siated with the environmental condition of ouwiliies and assets, whether acquired or
developed, regardless of when the liabilities ass# whether they are known or unknown. In conoeatiith certain acquisitions and
divestitures, we could acquire, or be requiredrtivigle indemnification against, environmental lidlgis that could expose us to material los
which may not be covered by insurance. In additiba,steps we could be required to take to brimtatefacilities into compliance could be
prohibitively expensive, and we might be requiredhut down, divest or alter the operation of thHasdities, which might cause us to incur
losses.

We make assumptions and develop expectations assible expenditures related to environmental itiomd based on current laws ¢
regulations and current interpretations of thosesland regulations. If the interpretation of lawsegulations, or the laws and regulations
themselves, change, our assumptions may changangmkw capital costs may be incurred to compty wiich changes. In addition, new
environmental laws and regulations might adveraéflyct our products and activities, including dinidj, processing, storage and transportation,
as well as waste management and air emissionsn$tance, federal and state agencies could impididanal safety requirements, any of
which could affect our profitability.

Our exploration and production operations outsigelnited States are subject to various typesagflagions similar to those described
above imposed by the governments of the countni@ghich we operate, and may affect our operatioscasts within those countries.

Legislation and regulatory initiatives relating bydraulic fracturing could result in increased costind additional operating restrictions
or delays.

Legislation has been introduced in the United St&engress called the Fracturing Responsibility awdreness of Chemicals Act (the
“FRAC Act”) to amend the SDWA to eliminate an ekigt exemption for hydraulic fracturing activitie®m the definition of “underground
injection” and require federal permitting and regaty control of hydraulic fracturing, as well &guire disclosure of the chemical constituents
of the fluids used in the fracturing process. Hydicafracturing involves the injection of water,rshand additives under pressure into rock
formations in order to stimulate natural gas praiduc We find that the use of hydraulic fracturisghecessary to produce commercial
guantities of natural gas and oil from many resesvdf adopted, this legislation could establishaalditional level of regulation and permitting
at the federal level, and could make it easietiod parties opposed to the hydraulic fracturinggess to initiate legal proceedings based on
allegations that specific chemicals used in theténdng process could adversely affect the envirentnincluding groundwater, soil or surface
water. At this time, it is not clear what actiohany, the United States Congress will take onRRAC Act. Scrutiny of hydraulic fracturing
activities continues in other ways, with the EPAihg commenced a multi-year study of the potergialironmental impacts of hydraulic
fracturing, the initial results of which are angiated to be available by late 2012. On Octobe@1]1, the EPA announced its intention to
propose regulations by 2014 under the CWA to regulastewater discharges from hydraulic fractuengd other natural gas production. In
addition to the EPA study, the Shale Gas Subcoremiif the Secretary of Energy Advisory Board issaieeport on hydraulic fracturing in
August 2011, which includes recommendations toegkiconcerns related to hydraulic fracturing aradeshpas production, including but not
limited to conducting additional field studies omsgible methane leakage from shale gas wells terwaservoirs and adopting new rules and
enforcement practices to protect drinking and srfaaters. The U.S. Government Accountability @ffie also examining the environmental
impacts of produced water and the White House Galifos Environmental Quality has been petitionedebyironmental groups to develop a
programmatic environmental impact statement undgPAl for hydraulic fracturing. Several states halge adopted or considered legislation
requiring the disclosure of fracturing fluids arttier restrictions on hydraulic
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fracturing, including states in which we operatg (@/Wyoming, Pennsylvania, Texas, Colorado, NOrakota and New Mexico). The

U.S. Department of the Interior is also considedigglosure requirements or other mandates foraulir fracturing on federal land, which, if
adopted, would affect our operations on federal$atf new federal or state laws or regulation$ #ignificantly restrict hydraulic fracturing ¢
adopted, such legal requirements could result laydeeliminate certain drilling and injection aftiies, make it more difficult or costly for us
perform fracturing and increase our costs of coamglé and doing business as well as delay or prélvertevelopment of unconventional gas
resources from shale formations which are not coroiaevithout the use of hydraulic fracturing.

Our ability to produce gas could be impaired if are unable to acquire adequate supplies of wateotw drilling and completion
operations or are unable to dispose of the wateusseat a reasonable cost and within applicablérenmental rules.

Our inability to locate sufficient amounts of water dispose of or recycle water used in our exgtlon and production operations, could
adversely impact our operations, particularly wihpect to our Marcellus Shale, San Juan Basirké3akhale and Piceance Basin operations.
Moreover, the imposition of new environmental @itves and regulations could include restrictionar ability to conduct certain operations
such as hydraulic fracturing or disposal of wasteluding, but not limited to, produced water, lin) fluids and other wastes associated with
the exploration, development or production of naltgas. The CWA imposes restrictions and strictradé regarding the discharge of produ
waters and other natural gas and oil waste intigahle waters. Permits must be obtained to disehpajjutants to waters and to conduct
construction activities in waters and wetlands. TWgA and similar state laws provide for civil, ciimal and administrative penalties for any
unauthorized discharges of pollutants and unawtkdriischarges of reportable quantities of oil afiér hazardous substances. Many state
discharge regulations and the Federal NationalRuwit Discharge Elimination System general periagigsed by the EPA prohibit the discha
of produced water and sand, drilling fluids, deilittings and certain other substances relatecetodkural gas and oil industry into coastal
waters. The EPA has also adopted regulations fieguiertain natural gas and oil exploration anddpation facilities to obtain permits for
storm water discharges. In addition, on Octobe2P11, the EPA announced its intention to propegelations by 2014 under the CWA to
regulate wastewater discharges from hydraulic @iriegg and other natural gas production. Compliamite current and future environmental
regulations and permit requirements governing thldkawal, storage and use of surface water orrgienater necessary for hydraulic
fracturing of wells may increase our operating s@std cause delays, interruptions or terminaticouofoperations, the extent of which cannot
be predicted.

Legal and regulatory proceedings and investigatimeiating to the energy industry, and the complexegnment regulations to which ¢
businesses are subject, have adversely affectedumimess and may continue to do so. The operafionr businesses might also be
adversely affected by changes in regulations dh@ir interpretation or implementation, or the iattuction of new laws, regulations or
permitting requirements applicable to our businasseour customers.

Public and regulatory scrutiny of the energy indusias resulted in increased regulations beingeejphoposed or implemented. Adverse
effects may continue as a result of the uncertaifiyngoing inquiries, investigations and courtqaedings, or additional inquiries and
proceedings by federal or state regulatory agermigsivate plaintiffs. In addition, we cannot piedhe outcome of any of these inquiries or
whether these inquiries will lead to additionaldegroceedings against us, civil or criminal fimegpenalties, or other regulatory action,
including legislation or increased permitting reguoients. Current legal proceedings or other madigaimst us, including environmental
matters, suits, regulatory appeals, challengesitgpermits by citizen groups and similar matterghmresult in adverse decisions against us.
The result of such adverse decisions, either idd@dly or in the aggregate, could be material aag mot be covered fully or at all by
insurance.

In addition, existing regulations might be reviggdeinterpreted, new laws, regulations and peimgittequirements might be adopted or
become applicable to us, our facilities, our custsnour vendors or our
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service providers, and future changes in laws agdlations could have a material adverse effecwrfinancial condition, results of
operations and cash flows. For example, severalirep on third party pipelines have occurred rdgeht response, various legislative and
regulatory reforms associated with pipeline safetgt integrity have been proposed, including newletgpns covering gathering pipelines that
have not previously been subject to regulationhSeéorms, if adopted, could significantly increase costs.

Certain of our properties, including our operatioimsthe Bakken Shale, are located on Native Amaridaal lands and are subject to
various federal and tribal approvals and regulatsprvhich may increase our costs and delay or preeenefforts to conduct planned
operations.

Various federal agencies within the U.S. Departnoéithe Interior, particularly the Bureau of Indiaffairs, Bureau of Land
Management (“BLM") and the Office of Natural Resoes Revenue, along with each Native American tpbenulgate and enforce
regulations pertaining to gas and oil operation®ative American tribal lands. These regulationd approval requirements relate to such
matters as lease provisions, drilling and producteguirements, environmental standards and rogaltgiderations. In addition, each Native
American tribe is a sovereign nation having thétrip enforce laws and regulations and to grant@mds independent from federal, state and
local statutes and regulations. These tribal lawgsragulations include various taxes, fees, requergs to employ Native American tribal
members and other conditions that apply to lessgeEsators and contractors conducting operatiori§aiive American tribal lands. Lessees
and operators conducting operations on tribal lamdgyenerally subject to the Native American trdmaurt system. In addition, if our
relationships with any of the relevant Native Argan tribes were to deteriorate, we could face Bigmit risks to our ability to continue the
projected development of our leases on Native Araeriribal lands. One or more of these factors menease our costs of doing business on
Native American tribal lands and impact the viapitf, or prevent or delay our ability to conduatir natural gas or oil development ¢
production operations on such lands.

Tax laws and regulations may change over timepuhioly the elimination of, or changing the timing cdrtain federal income tax
deductions currently available with respect toanild gas exploration and development

Tax laws and regulations are highly complex andeuitio interpretation, and the tax laws, treatied regulations to which we are
subject may change over time. Our tax filings asdol upon our interpretation of the tax laws ie@fin various jurisdictions at the time that
the filings were made. If these laws, treatiesegutations change, or if the taxing authoritiesxdbagree with our interpretation of the effects
of such laws, treaties and regulations, it couldehea material adverse effect on us.

Among the changes contained in President Obamalgdiyproposal for fiscal year 2013, released by\théte House on February 13,
2012, is the elimination of, or changing the timifgcertain U.S. federal income tax provisionsrently available to oil and gas exploration
and production companies. Such changes includerbutot limited to, (i) the repeal of the percegetdepletion allowance for oil and gas
properties; (ii) the elimination of current expergof intangible drilling and development costs) {he elimination of the deduction for certain
U.S. production activities; and (iv) an extensidrth@ amortization period for certain geologicatlayjeophysical expenditures. It is unclear,
however, whether any such changes will be enastédw soon such changes could be effective.

The passage of any legislation as a result of tidgét proposal or any other similar change in fe&eral income tax law could
eliminate, or change the timing of, certain taxutgtbns that are currently available with respeatit and gas exploration and development.
Changes to such federal tax deductions, as welhpshanges to or the imposition of new state calltaxes (including the imposition of, or
increases in production, severance, or similargpgeuld negatively affect our financial conditiand results of operations.
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Our acquisition attempts may not be successfulay rasult in completed acquisitions that do noffgen as anticipated.

We have made and may continue to make acquisitibhasinesses and properties. However, suitableisitign candidates may not
continue to be available on terms and conditiongimieacceptable. The following are some of th&giassociated with acquisitions, including
any completed or future acquisitions:

» some of the acquired businesses or properties wigyraduce revenues, reserves, earnings or cagtaflanticipated levels or cot
have environmental, permitting or other problentswbich contractual protections prove inadequ

e we may assume liabilities that were not disclogedst or that exceed our estimat

* properties we acquire may be subject to burdert@tlerthat we were not aware of at the time of asifjon or that interfere with our
ability to hold the property for productio

* we may be unable to integrate acquired businesmegssfully and realize anticipated economic, dpmral and other benefits in a
timely manner, which could result in substantiadtscand delays or other operational, technicalhantial problems

» acquisitions could disrupt our ongoing businesstract management, divert resources and makdfittudifto maintain our currer
business standards, controls and procedures

* we may issue additional equity or debt securitgtated to future acquisition

Substantial acquisitions or other transactions cbrdquire significant external capital and couldactye our risk and property profile.

In order to finance acquisitions of additional pwothg or undeveloped properties, we may need & attincrease our capitalization
substantially through the issuance of debt or gagéturities, the sale of production payments beomeans. These changes in capitalization
may significantly affect our risk profile. Additiafly, significant acquisitions or other transactaran change the character of our operations
and business. The character of the new propertagsha substantially different in operating or ggidal characteristics or geographic location
than our existing properties. Furthermore, we matybe able to obtain external funding for futurguisitions or other transactions or to obtain
external funding on terms acceptable to us.

Failure of our service providers or disruptionsdar outsourcing relationships might negatively irapaur ability to conduct our
business.

We rely on Williams for certain services necesdaryus to be able to conduct our business. Willianay outsource some or all of these
services to third parties, and a failure of alpart of Williams’ relationships with its outsourgimproviders could lead to delays in or
interruptions of these services. Our reliance ofli&s and others as service providers and on &ili’ outsourcing relationships, and our
limited ability to control certain costs, could leaa material adverse effect on our business, eestitiperations and financial condition.

Some studies indicate a high failure rate of outsiog relationships. A deterioration in the timelgs or quality of the services performed
by the outsourcing providers or a failure of alpairt of these relationships could lead to losimstitutional knowledge and interruption of
services necessary for us to be able to condudtusiness. The expiration of such agreements drahsition of services between providers
could lead to similar losses of institutional kneddie or disruptions.

Certain of our accounting, information technologpplication development and help desk servicesuamently provided by Williams’
outsourcing provider from service centers outsidihe United States. The economic and politicalditons in certain countries from which
Williams’ outsourcing providers may provide sengde us present similar risks of business operatiocated outside of the United States,
including risks of interruption of business, waxpeopriation, nationalization, renegotiation, traactions or nullification of existing contracts
and changes in law or tax policy, that are gretdin in the United States.
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Our assets and operations can be adversely affdptedeather and other natural phenomena.

Our assets and operations can be adversely affegtedrricanes, floods, earthquakes, tornadoe#ret natural phenomena and
weather conditions, including extreme temperaturesirance may be inadequate, and in some instanedsave been unable to obtain
insurance on commercially reasonable terms, orémae has not been available at all. A significhsituption in operations or a significant
liability for which we were not fully insured coulthve a material adverse effect on our businessltseof operations and financial condition.

Our customers’ energy needs vary with weather ¢mmdi. To the extent weather conditions are affébieclimate change or demand is
impacted by regulations associated with climatengeacustomers’ energy use could increase or dezigpending on the duration and
magnitude of the changes, leading either to ine&svestment or decreased revenues.

Acts of terrorism could have a material adverseafbn our financial condition, results of operatsoand cash flows.

Our assets and the assets of our customers arrd athg be targets of terrorist activities that dadikrupt our business or cause
significant harm to our operations, such as fulbartial disruption to the ability to produce, pess, transport or distribute natural gas, oil, or
NGLs. Acts of terrorism as well as events occurimgesponse to or in connection with acts of tésra could cause environmen
repercussions that could result in a significarrease in revenues or significant reconstructioreorediation costs.

Risks Related to Our Recent Separation from Willians
We may not realize the potential benefits fromsmparation from Williams.
We may not realize the benefits that we anticipétesh our separation from Williams. These benéfitdude the following:
» allowing our management to focus its efforts onlousiness and strategic prioritit
» enhancing our market recognition with investt
» providing us with direct access to the debt andtgaapital markets
* improving our ability to pursue acquisitions thrbutdye use of shares of our common stock as corsider anc
» enabling us to allocate our capital more efficigr
We may not achieve the anticipated benefits fromseparation for a variety of reasons. For exanthkeprocess of separating our
business from Williams and operating as an indepenplublic company may distract our management famusing on our business and
strategic priorities. In addition, although we wilive direct access to the debt and equity capiakets following the separation, we may not
be able to issue debt or equity on terms acceptahls or at all. The availability of shares of gammon stock for use as consideration for
acquisitions also will not ensure that we will H#eato successfully pursue acquisitions or thatttauisitions will be successful. Moreover,
even with equity compensation tied to our busivessnay not be able to attract and retain emplogsefesired. We also may not fully realize

the anticipated benefits from our separation if ahthe matters identified as risks in this “Riskckors” section were to occur. If we do not
realize the anticipated benefits from our sepandfito any reason, our business may be materiairgsely affected.

Our historical financial information may not be mgsentative of the results we would have achiegeal standalone public company ar
may not be a reliable indicator of our future retsul

The historical financial information that we haweluded in this report may not necessarily refleleat our financial position, results of
operations or cash flows would have been had we Beéndependent, stand-alone entity during thimgepresented or those that we will
achieve in the future. We were not operated, as a
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separate, stand-alone company for the historicabge presented. The costs and expenses reflectad ihistorical financial information
include an allocation for certain corporate funetidnistorically provided by Williams, including exgive oversight, cash management and
treasury administration, financing and accounttag, internal audit, investor relations, payroltldruman resources administration, informa
technology, legal, regulatory and government affaimsurance and claims administration, recordsagement, real estate and facilities
management, sourcing and procurement, mail, pnidtcgher office services, and other services, it be different from the comparable
expenses that we would have incurred had we opkesta stand-alone company. These allocations vesed on what we and Williams
considered to be reasonable reflections of thetéstl utilization levels of these services reqdine support of our business. We have not
adjusted our historical financial information tdleet changes that will occur in our cost structanel operations as a result of our transition to
becoming a stand-alone public company, includirendes in our employee base, potential increased associated with reduced economies
of scale, the provision of letters of credit inulief Williams guarantees to support certain consrand increased costs associated with the SEC
reporting and the NYSE requirements. Therefore higtorical financial information may not neceslsabie indicative of what our financial
position, results of operations or cash flows Wwélin the future. For additional information, s&elected Historical Financial Data” and
“Management’s Discussion and Analysis of Finan@ahdition and Results of Operations,” and our feiahstatements and related notes
included elsewhere in this report.

Our costs may increase as a result of operating psblic company, and our management will be regito devote substantial time to
complying with public company regulations.

We have historically operated our business as msegof a public company. As a stand-alone puldimgany, we may incur additional
legal, accounting, compliance and other expensgsate have not incurred historically. We are nowgatted to file with the SEC annual and
quarterly information and other reports that arec#fjed in Section 13 and other sections of thelaxge Act. We are required to ensure the
have the ability to prepare financial statemends #re fully compliant with all SEC reporting reggments on a timely basis. In addition, we
subject to other reporting and corporate governaageirements, including certain requirements efMYSE, and certain provisions of
Sarbanes-Oxley and the regulations promulgateetineier, which will impose significant compliancdigations upon us.

Sarbanes-Oxley, as well as new rules subsequengiieimented by the SEC and the NYSE, have imposedased regulation and
disclosure and required enhanced corporate goveenanactices of public companies. We are commtitiedaintaining high standards of
corporate governance and public disclosure, anefiarts to comply with evolving laws, regulatioasd standards in this regard are likely to
result in increased marketing, selling and admiaiste expenses and a diversion of management&saimd attention from revenue-generating
activities to compliance activities. These charmgeglire a significant commitment of additional nesees. We may not be successful in
implementing these requirements and implementiegithould materially adversely affect our businessiiits of operations and financial
condition. In addition, if we fail to implement tmequirements with respect to our internal accawnénd audit functions, our ability to report
our operating results on a timely and accuratesbasild be impaired. If we do not implement suduiements in a timely manner or with
adequate compliance, we might be subject to sarxctioinvestigation by regulatory authorities, sasithe SEC or the NYSE. Any such action
could harm our reputation and the confidence oé#ters and clients in our company and could matgddversely affect our business and
cause our share price to fall.

We will continue to depend on Williams to providenith certain services for our business; the sswithat Williams provides to us may
not be sufficient to meet our needs, and we mag dficulty finding replacement services or beuiegd to pay increased costs to
replace these services after our agreements withaWis expire.

Certain transition services required by us fordperation of our business are currently provided\il§iams and its subsidiaries,
including services related to finance and accogptiayroll and human resources administration rimédion technology, real estate and
facilities management, sourcing and procuremenil, ma
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print and other office services. We have enterénl agreements with Williams related to the sepanatif our business operations from
Williams, including a transition services agreemditite services provided under the transition ses/agreement commenced on the
distribution date and will terminate upon the earbf (i) one year after the distribution date igrqixty days’ notice by either party. In addition
Williams may immediately terminate any of the seed it provides to us under the transition servaggeement if it determines that the
provision of such services involves certain cotdlicf interest between Williams and us or wouldseaWilliams to violate applicable law. We
believe it is necessary for Williams to providevsees for us under the transition services agreenociacilitate the efficient operation of our
business in our transition to a stand alone puddiopany. We are, as a result, depending on Willfomservices. While these services are
being provided to us by Williams, our operatiorekibility to modify or implement changes with resp to such services or the amounts we
pay for them will be limited. After the expiratiam termination of the transition services agreem&etmay not be able to replace these
services or enter into appropriate third-party egrents on terms and conditions, including cost,pamable to those that we receive from
Williams under the transition services agreemetthdugh we intend to replace portions of the sewicurrently provided by Williams, we
may encounter difficulties replacing certain seegior be unable to negotiate pricing or other teamfavorable as those we currently have in
effect.

Our agreements with Williams require us to assumeepiast, present, and future liabilities relatedto business and may be less
favorable to us than if they had been negotiatat wnaffiliated third parties.

We negotiated all of our agreements with Williaressawvholly-owned subsidiary of Williams. If thesgr@ements had been negotiated
with unaffiliated third parties, they might haveebemore favorable to us. Pursuant to the separatidrdistribution agreement, we have
assumed all past, present and future liabiliti¢sgiothan tax liabilities which will be governed the tax sharing agreement as described he
related to our business, and we will agree to ind8nWilliams for these liabilities, among other ttexs. Such liabilities include unknown
liabilities that could be significant. The alloaatiof assets and liabilities between Williams aadnay not reflect the allocation that would h
been reached between two unaffiliated parties.

We may increase our debt or raise additional cdpitahe future, which could affect our financiadith, and may decrease our
profitability.

We may increase our debt or raise additional chipittne future, subject to restrictions in our tlareements. If our cash flow from
operations is less than we anticipate, or if owha@quirements are more than we expect, we mayrespore financing. However, debt or
equity financing may not be available to us on teauoceptable to us, if at all. If we incur addiibdebt or raise equity through the issuance of
our preferred stock, the terms of the debt or eefgured stock issued may give the holders rightsferences and privileges senior to those of
holders of our common stock, particularly in themivof liquidation. The terms of the debt may alepose additional and more stringent
restrictions on our operations than we currentlyehdf we raise funds through the issuance of &fthd equity, your ownership in us would be
diluted. If we are unable to raise additional calpithen needed, it could affect our financial Hgalthich could negatively affect your
investment in us.

Our tax sharing agreement with Williams may limit ability to take certain actions and may require to indemnify Williams for
significant tax liabilities.

Under the tax sharing agreement, we agreed tor&gie®nable action or reasonably refrain from takictipn to ensure that the spin-off
qualifies for tax-free status under section 355 sextion 368(a)(1)(D) of the Internal Revenue Cofd&986 (the “Code”)nless the IRS issu
other guidance that can be relied on conclusivethé effect that a contemplated matter or tramsaetould not jeopardize such tax-free status
of the spin-off ). We also agreed to various ottwrenants in the tax sharing agreement intendedgare the tax-free status of the spin-off.
These covenants restrict our ability to sell assatside the ordinary course of business, to issweell additional common stock (including
securities convertible into our common stock),cemter into certain other corporate transactibons.example, we may not enter into any
transaction that would
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cause us to undergo either a 50% or greater chartge ownership of our voting stock or a 50% agager change in the ownership (measured
by value) of all classes of our stock in transaxgioonsidered related to the spin-off.

Further, under the tax sharing agreement, we apgresl to indemnify Williams against certain taxated liabilities that may be incurred
by Williams (including any of its subsidiaries)aghg to the spin-off, to the extent caused byhlreach of any representations or covenants
made in the tax sharing agreement or the separatidrdistribution agreement, or made in connedtiith the private letter ruling or the tax
opinion that Williams received as a condition te #pin-off. These liabilities include the substahtéx-related liability (calculated without
regard to any net operating loss or other taxiattei of Williams) that would result if the spin-aff our stock to Williams’ stockholders failed
to qualify as a tax-free transaction.

We will not have complete control over our tax dieeis and could be liable for income taxes owetMijjams.

For any tax periods ending on or before the spin-af and our U.S. subsidiaries will be includedNilliams’ consolidated group for
U.S. federal income tax purposes. In addition, were or more of our U.S. subsidiaries may be ihetlin the combined, consolidated or
unitary tax returns of Williams or one or more tf subsidiaries for U.S. state or local incomegarsposes. Under the tax sharing agreement,
for each period in which we or any of our subsidsiare consolidated or combined with Williamsgarposes of any tax return, Williams will
prepare a pro forma tax return for us as if welfieir own consolidated, combined or unitary retescept that such pro forma tax return will
generally include current income, deductions, d¢sealnd losses from us (with certain exceptiond),neit include any carryovers or carrybacks
of losses or credits and will be calculated withmgard to the federal alternative minimum tax. Wik reimburse Williams for any taxes
shown on the pro forma tax returns, and Williamt rgimburse us for any current losses or crediésrecognize based on the pro forma tax
returns after taking into account any prior relgt@gments or credits. In addition, Williams wilfedtively control all of our U.S. tax decisions
in connection with any Williams consolidated, comgd or unitary income tax returns in which we (oy af our subsidiaries) are included. -
tax sharing agreement provides that Williams wéll/& sole authority to respond to and conduct &lptaceedings (including tax audits)
relating to its tax returns , to prepare and flleansolidated, combined or unitary income taxures in which we are included (including the
making of any tax elections), and to determineréimbursement amounts in connection with any proméotax returns. This arrangement may
result in conflicts of interest between Williamdaws. For example, under the tax sharing agreeméiitams will be able to choose to contest,
compromise or settle any adjustment or deficiemoppsed by the relevant taxing authority in a marnimat may be beneficial to Williams and
detrimental to us.

Moreover, notwithstanding the tax sharing agreerrgr8. federal law provides that each member afresalidated group is liable for the
group’s entire tax obligation. Thus, to the extéfiliams or other members of Williams’ consolidatgaup fail to make any U.S. federal
income tax payments required by law, we could &eldi for the shortfall with respect to periods ptmthe spin-off in which we were a
member of Williams’ consolidated group. Similarriples may apply for foreign, state or local in@tax purposes where we were included
in combined, consolidated or unitary returns witilMms or its subsidiaries for foreign, state oc&l income tax purposes.

If there is a determination that the spin-off igahle for U.S. federal income tax purposes bectheséacts, assumptions, representations,
or undertakings underlying the tax opinion are irmeat or for any other rea sonthen Williams and its stockholders could incur
significant income tax liabilities, and we couldim significant liabilities.

The spin-off was conditioned on Williams’ receifitam opinion of its outside tax advisor reasonaugeptable to the Williams board of
directors to the effect that the spin-off would negult in the recognition, for U.S. federal incotar purposes, of income, gain or loss to
Williams, and Williams'stockholders under section 355 and section 368(8)(bf the Code, except for cash payments madgotckholders ii
lieu of

50



Table of Contents

fractional shares of WPX common stock that suchk$tolders would otherwise receive in the distribatiWilliams received an opinion from
its outside tax advisor to such effect. In additidfilliams received a private letter ruling fronetlRS in which the IRS made various rulings,
including that the spin-off will not result in tlecognition, for federal income tax purposes, oebime, gain or loss to Williams and Williams’
stockholders under section 355 and section 368(&)bf the Code, except for cash payments madsottkholders in lieu of fractional shares
of WPX common stock that such stockholders woutiwise receive in the distribution. The privatieeruling and opinion relied on certain
facts, assumptions, representations and underskiom Williams and us regarding the past and futonduct of the companies’ respective
businesses and other matters. If any of these, fasssimptions, representations, or undertakingoak@ecome, incorrect or not otherwise
satisfied, Williams and its stockholders may notibé to rely on the private letter ruling or thggroon of its tax advisor and could be subjec
significant tax liabilities. In addition, an opimi®f counsel is not binding upon the IRS, so, ntitstanding the opinion of Williams’ tax
advisor, the IRS could conclude upon audit thatstia-off is taxable in full or in part if it disages with the conclusions in the opinion, or for
other reasons, including as a result of certainit@nt changes in the stock ownership of Williaonsus after the spin-off. If the spin-off is
determined to be taxable for U.S. federal incomeptarposes for any reason, we could incur significademnification liabilities provided for
in the tax sharing agreement.

Third parties may seek to hold us responsibleifdiilities of Williams that we did not assume irr agreements.

Third parties may seek to hold us responsibledtained liabilities of Williams. Under our agreertewith Williams, Williams agreed to
indemnify us for claims and losses relating to ¢he=tained liabilities. However, if those liab#isi are significant and we are ultimately held
liable for them, we cannot assure you that we béllable to recover the full amount of our lossemfiVilliams.

Our prior and continuing relationship with Williamexposes us to risks attributable to business&gillibms.

Williams is obligated to indemnify us for lossesttla party may seek to impose upon us or our att#i for liabilities relating to the
business of Williams that are incurred througheabh of the separation and distribution agreemeany ancillary agreement by Williams or
its affiliates other than us, or losses that atrébatable to Williams in connection with the spff-or are not expressly assumed by us under out
agreements with Williams. Any claims made agaissthat are properly attributable to Williams in aaance with these arrangements would
require us to exercise our rights under our agreésneith Williams to obtain payment from William/e are exposed to the risk that, in these
circumstances, Williams cannot, or will not, make tequired payment.

Our directors and executive officers who own shafesommon stock of Williams, or who hold optianad¢quire common stock of
Williams or other Williams equity-based awards, rhaye actual or potential conflicts of interest

Ownership of shares of common stock of Williamsjays to acquire shares of common stock of Willieand other equity-based
securities of Williams by certain of our directenrsd officers, or appear to create, potential cotsflof interest when those directors and officers
are faced with decisions that could have differemtlications for Williams than they do for us.

The spin-off may expose us to potential liabiligising out of state and federal fraudulent corarege laws and legal dividend
requirements.

The spineff is subject to review under various state artkfal fraudulent conveyance laws. Under these ldwas;ourt in a lawsuit by €
unpaid creditor or an entity vested with the powafesuch creditor (including without limitation austee or debtor-ipossession in a bankrupt
by us or Williams or any of our respective subsiéis) were to determine that Williams or any ofstdbsidiaries did not receive fair
consideration or reasonably equivalent value fetritiuting our common stock or taking other actisnpart of the spin-off, or
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that we or any of our subsidiaries did not recéareconsideration or reasonably equivalent vahrericurring indebtedness, including the new
debt incurred by us in connection with the spin-tfinsferring assets or taking other action asqfahe spin-off and, at the time of such
action, we, Williams or any of our respective sdizgiies (i) was insolvent or would be rendered lwsat, (ii) had unreasonably small capital
with which to carry on its business and all busineswhich it intended to engage or (iii) intendedncur, or believed it would incur, debts
beyond its ability to repay such debts as they diouhture, then such court could void the spin-sfdaonstructive fraudulent transfer. If such
court made this determination, the court could isgpa number of different remedies, including withouitation, voiding our liens and claims
against Williams, or providing Williams with a chaifor money damages against us in an amount egtla¢tdifference between the
consideration received by Williams and the fair keawvalue of our company at the time of the spif-of

The measure of insolvency for purposes of the fubard conveyance laws will vary depending on whigfsdiction’s law is applied.
Generally, however, an entity would be considenstbiivent if the present fair saleable value oé#sets is less than (i) the amount of its
liabilities (including contingent liabilities) ofi) the amount that will be required to pay its Ipable liabilities on its existing debts as they
become absolute and mature. No assurance candre a@gvto what standard a court would apply to deter insolvency or that a court would
determine that we, Williams or any of our respexsubsidiaries were solvent at the time of or afteing effect to the spin-off, including the
distribution of our common stock.

Under the separation and distribution agreement) edWilliams and we are responsible for the deiabilities and other obligations
related to the business or businesses which it @andoperates following the consummation of tha-giff. Although we do not expect to be
liable for any such obligations not expressly asstitny us pursuant to the separation and distribgreement, it is possible that a court
would disregard the allocation agreed to betweemtrties, and require that we assume respongifalitobligations allocated to Williams,
particularly if Williams were to refuse or were inh@to pay or perform the subject allocated obiares.

Risks Related to Our Common Stock
There is not a long market history for our commtatls and the market price of our shares may fluetwadely.

We cannot predict the prices at which our commonksimay trade. The market price of our stock magttlate widely,,depending upon
many factors, some of which are beyond our conitmnoluding those described above in “—Risks Relate@ur Business” and the following:

» the failure of securities analysts to cover our own stock after the sg-off or changes in financial estimates by analy
« the inability to meet the financial estimates oflgsts who follow our common stoc
» strategic actions by us or our competitc

e announcements by us or our competitors of sigmificantracts, acquisitions, joint marketing relagibips, joint ventures or capital
commitments

« variations in our quarterly operating results amase of our competitor

» general economic and stock market conditic

» risks related to our business and our industrjuding those discussed abo

» changes in conditions or trends in our industryrk®ats or customer:

* terrorist acts

» future sales of our common stock or other secsritiad

» investor perceptions of the investment opportuaggociated with our common stock relative to otregstment alternative
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These broad market and industry factors may méliereduce the market price of our common stoclardless of our operating
performance. In addition, price volatility may beegter if the public float and trading volume of @@mmon stock is low.

Future sales, or the perception of future saleguwfcommon stock may depress the price of our comstock

We have approximately 197 million shares of comrstmtk outstanding. Sales of significant amountsusfcommon stock or a
perception in the market that such sales will oeoay reduce the market price of our common stobles€ sales, or the possibility that these
sales may occur, also might make it more diffiéoitus to sell equity securities in the future din@e and at a price that we deem appropriate.

Also, in the future, we may issue our securitiesannection with investments or acquisitions. Thmant of shares of our common stock
issued in connection with an investment or acquisitould constitute a material portion of our tleenistanding shares of our common stock.

Failure to achieve and maintain effective internahtrols in accordance with Section 404 of Sarbabgkey could have a material
adverse effect on our business and stock price

As a public company, we are required to documedttast our internal control procedures in ordesatsfy the requirements of
Section 404 of Sarbanes-Oxley, which will requin@@al management assessments of the effectivehess imternal control over financial
reporting and a report by our independent regidtpréblic accounting firm that addresses the effectess of internal control over financial
reporting. During the course of our testing, we ritgntify deficiencies which we may not be abled¢mediate in time to meet our deadline for
compliance with Section 404. Testing and maintaniriernal control can divert our management’srai® from other matters that are
important to the operation of our business. We alquect the new regulations to increase our legalfmancial compliance costs, make it m
difficult to attract and retain qualified officeasi\d members of our board of directors, particultolgerve on our audit committee, and make
some activities more difficult, time consuming aru$tly. We may not be able to conclude on an orgbasis that we have effective internal
control over financial reporting in accordance witction 404 or our independent registered pulskboanting firm may not be able or willing
to issue an unqualified report on the effectivertdssur internal control over financial reportin§we conclude that our internal control over
financial reporting is not effective, we cannotdaetain as to the timing of completion of our eaion, testing and remediation actions or their
effect on our operations because there is preseatpyrecedent available by which to measure compdiaadequacy. If either we are unable to
conclude that we have effective internal contra@rdinancial reporting or our independent auditmes unable to provide us with an unqualified
report as required by Section 404, then investousdclose confidence in our reported financial miation, which could have a negative effect
on the trading price of our common stock.

If securities or industry analysts do not publigisearch or reports about our business, if they esblg change their recommendations
regarding our stock or if our operating results dot meet their expectations, our stock price calddline.

The trading market for our common stock is influethdy the research and reports that industry arrgess analysts publish about us or
our business. If one or more of these analystseceagerage of our company or fail to publish report us regularly, we could lose visibility in
the financial markets, which in turn could cause stock price or trading volume to decline. Moregvione or more of the analysts who co
our company downgrades our stock or if our opegatisults do not meet their expectations, our spoitde could decline.
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We do not anticipate paying any dividends on ounmemn stock in the foreseeable future. As a regoilt,will need to sell your shares of
common stock to receive any income or realize @medn your investment

We do not anticipate paying any dividends on ounicmn stock in the foreseeable future. Any declaraéind payment of future
dividends to holders of our common stock may bétdichby the provisions of the Delaware General Goation Law (“DGCL"). The future
payment of dividends will be at the sole discretidour board of directors and will depend on méamtors, including our earnings, capital
requirements, financial condition and other consitiens that our board of directors deems relevasta result, to receive any income or
realize a return on your investment, you will néedell your shares of common stock. You may naditde to sell your shares of common st
at or above the price you paid for them.

Provisions of Delaware law and our charter docunsemiay delay or prevent an acquisition of us thatldbholders may consider
favorable or may prevent efforts by our stockhadderchange our directors or our management, whimhld decrease the value of your
shares.

Section 203 of the DGCL and provisions in our angehdnd restated certificate of incorporation anérahed and restated bylaws could
make it more difficult for a third party to acquius without the consent of our board of directdtgese provisions include the following:

» restrictions on business combinations for a t-year period with a stockholder who becomes the fiaktowner of more than 15
of our common stock

» restrictions on the ability of our stockholderg¢move directors
* supermajority voting requirements for stockholderamend our organizational documents;
» aclassified board of directol
Although we believe these provisions protect oaclgholders from coercive or otherwise unfair taleraactics and thereby provide an
opportunity to receive a higher bid by requiringgraial acquirers to negotiate with our board oédiors, these provisions apply even if the
offer may be considered beneficial by some stoakdrsl Further, these provisions may discouragenfiat@cquisition proposals and may

delay, deter or prevent a change of control ofammpany, including through unsolicited transactitirag some or all of our stockholders might
consider to be desirable. As a result, efforts lystockholders to change our directors or our gameent may be unsuccessful.

Iltem 1B. Unresolved Staff Commen
None.

Item 2. Properties
Information regarding our properties is includedtém 1 of this report.

Item 3. Legal Proceeding:

See Item 8 — Financial Statements and Supplemebtatay— Note 12 of our Notes to Consolidated Firer&tatements for the
information that is called for by this item.

ltem 4. Mine Safety Disclosure
Not Applicable
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PART Il

ltem 5. Market for Registran’s Common Equity, Related Stockholder Matters andusr Purchases of Equity Securiti¢

Our common stock began trading on January 3, 28d2salisted on the New York Stock Exchange artdaded under the ticker symbol
“WPX.”. On February 24, 2012, there were 9,034 baddbf record of our common stock.

Iltem 6. Selected Financial Date

The following financial data at December 31, 20hdl 2010, and for each of the three years in thiegpended December 31, 2011,
should be read in conjunction with the other firahimformation included in Part Il, Item ®anagement’s Discussion and Analysis of
Financial Condition and Results of Operaticand Part II, Item 8Financial Statements and Supplementary Dtthis Form 10-K. All other
financial data has been prepared from our accogiméoords. The financial statements included is Bdrm 10-K may not necessarily reflect
our financial position, results of operations aaditflows as if we had operated as a stand-aloplcprompany during all periods presented.
Accordingly, our historical results should not leéied upon as an indicator of our future perforneanc

Year Ended December 31,
2011 2010 2009 2008 2007
(Millions, except per share amounts

Statement of operations data

Revenue! $3,98¢ $ 4,03« $3,681 $6,18¢ $4.,47¢
Income (loss) from continuing operations (272) (2,275 147 81E 191
Income (loss) from discontinued operations (20) (8) (7) (87) 14€
Net income (loss (292) (1,287) 14C 72€ 337

Less: Net income attributable to noncontrollingenelsts 10 8 6 8 11
Net income (loss) attributable to WPX Ene! $(302) $(1,29) $ 134 $ 72C $ 32€
Basic and diluted earnings (loss) per common sl

Income (loss) from continuing operatic $(1.45 $(65) $071 $ 4.0¢ $ 0.92

Income (loss) from discontinued operatic $(0.10)0 $ (0.0 $(0.05) $(0.49 $0.74

As of December 31,
2011 2010 2009 2008 2007
(Millions)

Balance sheet dat:
Notes payable to Willian—current(3) $ — $2,261 $ 1,21¢ $ 92t $ 65€
Long-term debi 1,50z — — — —
Total asset 10,43: 9,84¢ 10,55t 11,62« 10,571
Total equity(3) 5,75¢ 4,48¢ 5,39( 5,49: 4,34t

(1) Loss from continuing operations for the yeadeshDecember 31, 2011 includes $547 million of impant charges related to producing
properties in the Barnett Shale and Powder Rivsingaand costs of acquired unproved reserves iRdeler River basin. Loss from
continuing operations for the year ended Decembge2310 includes $1.7 billion of impairment chargelated to goodwill, producing
properties in the Barnett Shale and costs of aeduinproved reserves in the Piceance Basin. Inéamecontinuing operations in 2008
includes a $148 million gain related to the sala ofyht to an international production paymente Siete 7 of Notes to Consolidated
Financial Statements for further discussion of esakes, impairments and other accruals in 20110 2hd 2009
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(@)

3)

Income (loss) from discontinued operations incluok@sArkoma operations which are classified as figdale and Willian” former
power business that was substantially disposed 2007. The activity in 2011, 2010 and 2009 pritgaelates to the Arkoma operations
and the remaining indemnity and other obligaticlated to the former power business. Activity iD20eflects a $148 million pre-tax
impairment charge related to the producing proesiiti the Arkoma Basin. Activity in 2007 primariigflects the operations of the power
business and includes a pre-tax gain of $429 millissociated with the reclassification of defemetihedge gains from accumulated
other comprehensive income (loss) to earnings basede determination that the hedged forecastet#ictions were probable of not
occurring due to the sale of Williams’ power busiseThis gain is partially offset by a pre-tax wilied mark-to-market loss of

$23 million, a $37 million loss from operations gitl1 million of pre-tax impairments primarily ridd to the carrying value of certain
derivative contracts

On June 30, 2011, all of our notes payable to @ik were cancelled by Williams. The amount due iliaws at the time of cancellati
was $2.4 billion and is reflected as an increadetal equity. See Part Il, Item Binancial Statements and Supplementary Oata
activity related to our equity at December 31, 2(
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Item 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS
General

We are an independent natural gas and oil exptoratnd production company engaged in the exploitaihd development of long-life
unconventional properties. We are focused on etiptpour significant natural gas reserves baseraladed NGLs in the Piceance Basin of the
Rocky Mountain region, and on developing and grawonr position in the Bakken Shale oil play in NoBiakota and our Marcellus Shale
natural gas position in Pennsylvania. Our otheastf domestic operations include the Powder RBasin in Wyoming and the San Juan
Basin in the southwestern United States. In additiee own a 69 percent controlling ownership irgene Apco Oil and Gas International Inc.
(“Apco”) which holds oil and gas concessions in thoimerica and trades on the NASDAQ Capital Martkader the symbol “APAGF.”

In conjunction with our exploration and developmadtivities, we engage in natural gas sales an#tetinag. Our sales and marketing
activities to date include the sale of our natgesd, NGL and oil production, along with third papiyrchases and sales of natural gas, including
sales to Williams Partners L.P. (NYSE: “WPZ") (“Wéms Partners”) for use in its midstream businggs.do not expect to continue to
provide these services to Williams Partners omg-ierm basis. Our sales and marketing activities imclude the management of various
natural gas related contracts such as transporfatiorage and related price risk management eviWe also sell natural gas purchased from
working interest owners in operated wells and o#ren third party producers. We primarily engagth@se activities to enhance the value
received from the sale of our natural gas androitipction. Revenues associated with the sale opmduction are recorded in product
revenues. The revenues and expenses related tonmdinkeeting activities are reported on a grossshasipart of gas management revenues and
costs and expenses.

The following discussion should be read in conjiorctvith the selected historical consolidated ficiahdata and the consolidated
financial statements and the related notes inclin&art I, Item 8 in this Form 10-K. The matteliscussed below may contain forward-
looking statements that reflect our plans, estisated beliefs. Our actual results could differ mally from those discussed in these forward
looking statements. Factors that could cause ariboite to these differences include, but are moitéd to, those discussed below and
elsewhere in this Form 10-K, particularly in “RiBkctors” and “Forward-Looking Statements.”

Separation from Williams

On February 16, 2011, Williams announced thatdtr8 of directors had approved pursuing a plaepasate Williams’ businesses into
two stand-alone, publicly traded companies. AssalteWPX Energy, Inc. was formed to effect theasagon. In July 2011, Williams
contributed to the Company its investment in cartaibsidiaries related to its domestic exploratind production business, including its then
wholly-owned subsidiaries WPX Energy Holdings, Lf@merly Williams Production Holdings, LLC) and WFBhergy Production, LLC
(formerly Williams Production Company, LLC), as wa$ all ongoing operations of WPX Energy MarketibgC (formerly Williams Gas
Marketing, Inc.). Additionally, Williams contributeand transferred to the Company its investmeneitain subsidiaries related to its
international exploration and production busingsduding its 69 percent ownership interest in Ajilc®@ctober 2011. We refer to the collec
contributions described herein as the “Contribution

On November 30, 2011, the Board of Directors oflMfihs approved the spin-off of the Company. The-syf was completed by way of
a pro rata distribution on December 31, 2011, oPd¢Bmmon stock to Williams’ stockholders of recaslof the close of business on
December 14, 2011, the spin-off record date. EadliaWiis’ stockholder received one share of WPX camnrstock for every three shares of
Williams common stock held by such stockholderlmariecord date.
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Basis of Presentation

The consolidated financial statements includedwdigee in this Form 1@, principally represented the Exploration & Protloie segmer
entity of Williams that were contributed in July2Dand October 2011.

Up to the spin-off, our historical results includatbcations of costs for corporate functions histlly provided to us by Williams. See
Note 4 of our Notes to Consolidated Financial Stegets for more informatior

Our management believes the assumptions and métydem underlying the allocation of expenses froiilis¥ns are reasonable.
However, such expenses may not be indicative oatheal level of expense that would have been bibeiincurred by us as we operate as an
independent, publicly traded company. We have edtirto a transition services agreement with Willathat provides for continuation for
some of these services in exchange for fees spddifithese agreements.

During the first quarter 2011, we initiated a folmeocess to pursue the divestiture of our holdimgse Arkoma Basin and have
recorded pretax impairment charges totalling $2lonibased on an estimated fair value less cosetio Our daily Arkoma Basin productior
approximately 9 MMcfd, or less than one percerawftotal production. We have reported our Arkorparations, including any impairment
charges, as discontinued operations for all penwdsented. Unless otherwise noted, the followisgugsion relates to our continuing
operations.

Overview
The following table presents our production voluraed financial highlights for 2011, 2010 and 2009:

Years Ended December 31,

2011 2010 2009

Production Sales Data: (
Domestic natural gas (MMc 413,52( 392,77t 417,53°
Domestic NGLs (MBbls 10,05¢ 8,05¢ 4,721
Domestic oil (MBbls) 2,67¢ 857 803
Domestic combined equivalent volumes (MMcfe) 489,92¢ 446,25 450,67¢
Domestic per day combined equivalent volumes (MNgHf 1,34: 1,22z 1,23t
Domestic combined equivalent volumes (MB 81,65/ 74,37¢ 75,11
International combined equivalent volumes (MMci2)(8) 20,81( 19,94( 19,67¢

Financial Data (millions)
Total domestic revenut $ 3,87¢ $ 3,94t $ 3,600
Total international revenue $ 11C $ 89 $ 78
Consolidated operating income (lo $ (339 $ (1,339) $ 317
Consolidated capital expenditul $ 1,57- $ 1,85¢ $ 1,43¢

(1) Excludes production from our Arkoma Basin operatiarich are classified as discontinued operatimascamprise less than one perc
of our total productior

(2) Oil and NGLs were converted to MMcfe using theaatf one barrel of oil, condensate or NGL to siauband cubic feet of natural g

(3) Includes approximately 69 percent of A’'s production (which corresponds to our ownershigrast in Apco) and other minor direc
held interests

58



Table of Contents

Our 2011 results were impacted by low natural gaep and due primarily to decreases in forwardinahigas prices we have recognized
in 2011 pre-tax impairment charges of $547 mill&asociated with impairments of certain producingpprties. Additionally, our 2010
operating results were negatively impacted by aitfibn full impairment charge related to goodwalhd $678 million of pre-tax charges
associated with impairments of certain producingpprties and costs of acquired unproved reserngesNste 7 of the Notes to the
Consolidated Financial Statements.

During late 2010 and 2011, we incurred approxinyg$dll million of exploratory drilling costs in coaction with a Marcellus Shale well
in Columbia County, Pennsylvania. Results wererictgsive and raised substantial doubt about the@o@ and operational viability of the
well. As a result, the costs associated with tre were expensed as exploratory dry hole costisiid quarter 2011. Further, we assessed the
impact of this well on our ability to recover thenmaining lease acquisition costs associated witatheage in Columbia County. During 2011,
we recorded a $50 million write-off of leaseholdstassociated with certain portions of our Colum®ounty acreage that we do not plan to
develop. The acreage in Columbia County repressgsoximately 21 percent of our total undevelopagage in the Marcellus Shale.

In connection with the separation from Williams, ergered into a $1.5 billion revolving credit agremt in June 2011. In November we
issued $1.5 billion of senior notes consisting bfibillion at 6.0% due 2022 and $400 million &% due 2017. Approximately $981 million
of these proceeds were distributed to WilliamsD&tember 31, 2011, we had $488 million of cashlabhs for domestic operations and $38
million available for international operations.

Outlook

Although we are experiencing low natural gas prigesbelieve we are well positioned to executebusiness strategy of finding and
developing reserves and producing natural gasralagas liquids and oil at costs that will genereattractive rate of return on our
consolidated incremental development investments.f@us for 2012 is to continue to develop ouuratgas portfolio to maintain current
natural gas production levels, including the assgedi leasehold acreage, and grow our oil and daasaliquids production. At current
commodity pricing levels, we are focused on coritiguo develop a more balanced reserve and pramuptrtfolio that will include a larger
portion oil and NGLs reserves than we have histdisianaintained. With lower natural gas prices, wit continue to maintain our focus on
drilling strategically to manage leasehold expgasi and maintain our liquidity. A continued deceesforward natural gas prices could signal
a need to reduce capital spending in 2012 to miaithe liquidity and balance sheet we believe ngagsto run our business.

We believe that our portfolio of reserves providesan opportunity to continue to grow in our ane@@ere we have oil production
(Williston basin) and high concentrations of natgas liquids (Piceance basin), which we believié ggnerate long-term sustainable value for
shareholders. If gas prices were to increase, \Wevieewe have the operational flexibility to respdwy increasing our drilling in our natural ¢
areas. We expect 2012 capital expenditures to peaimately $1.2 billion.

We continue to operate with a focus on increasiregesholder value and investing in our businessesaay that enhances our
competitive position by:
* Continuing to invest in and grow our production aeserves

* Retaining the flexibility to make adjustments ta planned levels of capital and investment expemed in response to change:
economic conditions or business opportunit

» Continuing to diversify our commodity portfolio thugh the development of our Bakken Shale oil plasition and liquid-rich
basins (primarily Piceance) with high concentragioi NGLs; anc

» Continuing to maintain an active economic hedgirggpam around our commaodity price ris
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Potential risks or obstacles that could impactebkecution of our plan include:

Lower than anticipated energy commaodity pric

Lower than expected levels of cash flow from operst,
Unavailability of capital

Higher capital costs of developing unconventiotalls properties
Counterparty credit and performance ri

Decreased drilling succes

General economic, financial markets or industry atnn;
Changes in the political and regulatory environragahd

Increase in the cost of, or shortages or delayisdaravailability of, drilling rigs and equipmentpgplies, skilled labor o
transportation

We continue to address certain of these risks tifradilization of commodity hedging strategies cifiined investment strategies and
maintaining adequate liquidity. In addition, weliad master netting agreements and collateral reqénts with our counterparties to reduce
credit risk and liquidity requirements.

Through December 2011, we elected to designatm#jerity of our applicable derivative instrumensscash flow hedges. Beginning in
2012, we will begin entering into commodity derivatcontracts that will continue to serve as ecoiedmedges but will not be designated as
hedges for accounting purposes as we have eleoted utilize hedge accounting on new derivativegruments. Changes in the fair value of
non-hedge derivative instruments, hereafter refetweas economic hedges, are recognized as galossas in the earnings of the periods in
which they occur, accordingly we believe this wabult in future earnings that are more volatiledbed derivatives recorded at December 31,
2011 that are included in accumulated other congrgilre income have been and will continue to besfeared to earnings during the same
periods in which the forecasted hedged transactiomsecognized.
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Commodity Price Risk Management

To manage the commodity price risk and volatilifypoerning producing gas and oil properties, we ety derivative contracts for a
portion of our future production. For 2012 we h#lve following contracts as of December 31, 201 lofar daily domestic production, showr

weighted average volumes and basin-level weightedage prices:

Location swag—Rockies

Location swag—San Jual

Location swag—Mid-Continent
Location swag—Southern Californii
Location swag—Northeas

Total all swaps

WTI crude oil fixec-price
WTI crude oil costless coll

2012 Natural Gas

Weighted Average
Volume
(BBtu/d) Price ($/MMBtu)
13¢ $ 4.7¢€
11C $ 4.94
88 $ 4.7¢€
33 $ 5.14
145 $ 5.5¢
50¢ $ 5.0¢
2012 Crudfe Oil
Voume  Welghied Auerioe
Floor-Ceiling
(Bbls/d) for Collars
7,16¢ $97.32
2,00(¢ $85.00- $106.30

We entered into natural gas liquid swaps duringidan2012 consisting of 3,661 barrels per dayvatighted average price of $50.74

whole barrel.

The following is a summary of our derivative coitsafor daily domestic production shown at weightgdrage volumes and basin-level

weighted average prices for the years ended Deae®ih2011, 2010 and 2009:

2011

2010

2009

Weighted Average

Price ($/MMBtu)

Weighted Average

Price ($/MMBtu)

Weighted Average

Price ($/MMBtu)

Volume Floor-Ceiling Volume Floor-Ceiling Volume Floor-Ceiling

(BBtu/d) for Collars (BBtu/d) for Collars (BBtu/d) for Collars
Collar agreements—Rockies 45 $ 5.30-%7.1C 10C $ 6.53-$8.94 15C $6.11-$9.04
Collar agreemen—San Jual 90 $ 5.27-$7.0¢ 232  $ 5.75-%7.8¢2 24t $ 6.58- $9.62
Collar agreemen—Mid-Continent 80 $ 5.10-$7.0C 105 $ 5.37-%7.41 95 $ 7.08-$9.7¢
Collar agreemen—Southern Californi 30 $5.83-%7.5¢ 45 $ 4.80-$6.4: — —
Collar agreemen—Other 30 $ 6.50-$8.1¢ 28 $ 5.63-$6.87 — —
NYMEX and basis fixe-price swap: 37z $5.2¢ 12C $4.4( 10€ $3.61

2011 Crude Qil

Volume
(Bbls/d)

Weighted Average

Price ($/Bbl)

WTI crude oil fixed-price 3,31t

$ 95.8¢

Additionally, we utilize contracted pipeline capgdio move our production from the Rockies to otleeations when pricing differentials
are favorable to Rockies pricing. We also holdrgiterm obligation to
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deliver on a firm basis 200,000 MMbtu/d of natugak at monthly index pricing to a buyer at the WiRiver Hub (Greasewood-Meeker, CO),
which is a major market hub exiting the Piceanceif®@aDur interests in the Piceance Basin hold ciefiit reserves to meet this obligation,
which expires in 2014.

Results of Operations

Operations of our company are located in the UrBiedes and South America and are organized intod3tic and International
reportable segments.

Domestic includes natural gas development, prodocind gas management activities located in théyRBountain (primarily
Colorado, New Mexico and Wyoming), Mid-Continenefas) and Appalachian regions of the United St&tesspecialize in natural gas
production from tight-sands and shale formatiorns$ @val bed methane reserves in the Piceance, SanBawder River, Green River,
Fort Worth and Appalachian Basins. During 2010,arquired a company with a significant acreage fwosit the Williston Basin (Bakken
Shale) in North Dakota, which is primarily compdsef crude oil reserves. Associated with our comitygatoduction are sales and marketing
activities that include the management of variausmodity contracts such as transportation, storage related hedges coupled with the sale
of our commodity volumes.

International primarily consists of our ownershiplipco, an oil and gas exploration and productiomgany with concessions primarily
in Argentina.

2011 vs. 2010
Revenue Analysis

Years ended December 3! Percentag:
Increase
2011 2010 $ Change (Decrease
(Millions)
Domestic revenue:
Natural gas sale $ 1,77¢ $ 1,797 $ (19 (D)%
Natural gas liquid sale 404 282 122 43%
Oil and condensate sal 22¢ 57 17z NM
Total product revenues including sale:
Williams 2,412 2,13¢ 27€ 13%
Gas management, including sale:
Williams 1,42¢ 1,742 (319 (18)%
Hedge ineffectiveness and mark
market gains and loss 29 27 2 7%
Other 9 40 (32) (78)%
Total domestic revenut $ 3,87¢ $ 3,94f $ (67) 2)%
Total international revenue $  1AC $ 89 $ 21 24%
Total revenue $ 3,98¢ $ 4,03/ $ (46) D)%

NM: A percentage calculation is not meaningful dtmehange in signs, a z+value denominator or a percentage change greéwter200.

Domestic Revenut
Significant variances in comparative revenues céfle

e $18 million decrease in natural gas sales reflegsraMicf price (including the impact of hedges$df30 compared to $4.57
2010 on production sales volumes of 413,520 MMcf 382,776 MMcf , respectively. Without hedges, patural gas price per
Mcf in 2011 was $3.51 compared to $3.73 in 2(

e $122 million increase in natural gas liquids sakftects a per barrel price of $40.17 in 2011 commpdo $35.02 in 2010. Product
sales volumes were 10,058 Mbbls in 2011 versuss8\@idbls in 2010
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e $172 million increase in oil and condensate salfleais a per barrel price of $85.38 (including impact of hedges) in 201
compared to $66.32 in 2010. Production sales vadum@011 were 2,676 Mbbls compared to 857 Mbb&0h0. Production in
2011 reflected a full year of production associatéti producing wells acquired in the Bakken acijigsis completed in late 2010
well as production from wells drilled during 20:

* A $314 million decrease in gas management revepriesrily due to a 7 percent decrease in averaigeon physical natural g
sales and 12 percent lower natural gas sales vsluvie experienced a similar decrease of $298 milliarelated gas management
costs and expenses; &

* A $31 million decrease in other revenues primaeliated to the absence of gathering revenues assdawvith the gathering and
processing assets in Color’s Piceance Basin that were sold to Williams Pastirethe fourth quarter of 201

International Revenue
International revenues increased primarily duetodased average oil sales prices.

Cost and operating expense and operating income §lg) analysis:

Year ended December 31, Percentagt
Increase
2011 2010 $ Change (Decrease
(Millions)
Domestic costs and expens
Lease and facility operating, including
expenses with William $ 26€ $ 267 $ 1 — %
Gathering, processing and transportat
including expenses with Williarr 49¢ 32¢ 173 53%
Taxes other than incon 11¢ 10¢ 10 9%
Gas management, including charges
unutilized pipeline capacit 1,47: 1,771 (29¢) (17)%
Exploration 131 67 64 96%
Depreciation, depletion and amortizati 927 85¢ 69 8%
Impairment of producing properties and
costs of acquired unproved reser 547 67¢ (131) (19)%
Goodwill impairment — 1,00z (1,009%) NM
General and administrati\ 278 244 29 12%
Other—net 2 19 17 (89)%
Total domestic costs and expen $ 4,23¢ $ 5,304 $(1,069) (20)%
International costs and expens
Lease and facility operatir $ 27 $ 19 $ 8 42%
Taxes other than incon 21 16 5 31%
Exploration 3 6 ©)] (50)%
Depreciation, depletion and amortizati 22 17 5 29%
General and administrati\ 12 9 3 33%
Other—net 3 — 3 NM
Total international costs and expen $ 88 $ 67 $ 21 31%
Total costs and expens $ 4,32 $ 5,371 $(1,04¢) (20)%
Domestic operating income (los $ (359 $ (1,359 $ 1,00z (74)%
International operating incon $ 22 $ 22 $ — — %

NM: A percentage calculation is not meaningful dwuehange in signs, a z«value denominator or a percentage change greéstar200.
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Domestic Cost

Significant variances in comparative costs and eges reflect:

Lease and facility operating expense reflects highsts associated with higher production and esed workover, water management
and maintenance activity, offset by the absen@®irll of $28 million in expenses associated withpiteviously owned gathering and
processing assets. Lease and facility operatingresgpin 2011 averaged $0.55 per Mcfe compared.6® $@&r Mcfe during 201(

$173 million higher gathering, processing and trantgiion expenses primarily as a result of feed paWilliams Partners in 2011 fi
gathering and processing associated with certdlregag and processing assets in the Piceance Betime sold to Williams Partners in
the fourth quarter of 2010 and an increase in aégas liquids volumes processed at Williams Pastrwillow Creek plant. During

2011, gathering, processing and transportationresgeewere $132 million higher due to fees paid ttiakhs Partners pursuant to the
gathering and processing agreement associatedheitassets sold Williams Partners in the fourthrtgnaf 2010. During 2010, our
operating costs were $58 million associated widséhassets (primarily reflected in lease and fpa@fperating costs ($28 million) and
depreciation, depletion and amortization ($17 wil)). These costs are no longer directly incurederating costs (but rather as
gathering, processing and transportation expemsea)e no longer own or operate these assets. Ghargay, processing and
transportation charges averaged $1.02 per Mcf@1i Zompared to an average of $0.73 per Mcfe 0z

$10 million higher taxes other than income primaggsociated with the increase in oil and naturalligaid sales volume:

$298 million decrease in gas management expensemrpy due to a 6 percent decrease in averagepion physical natural gas cost of
sales and a 12 percent decrease in natural gasvedlenes. This activity represents natural gashpsed in connection with our gas
purchase activities for Williams Partners and denteorking interest owners’ share of production amdnanage our transportation and
storage activities. The sales associated with arkeating of this gas are included in gas managemesenues. Also included in gas
management expenses are $37 million and $48 mili@®11 and 2010, respectively, for unutilizedglipe capacity. Gas management
expenses in 2011 and 2010 also include $10 midimh $2 million, respectively, related to lower ostor market charges to the carrying
value of natural gas inventories in storg

$64 million increase in exploration expense primyadilie to the previously discussed dry hole ancelealsl write-offs of $61 million in
Columbia County, Pennsylvania coupled with incrddsasehold amortization costs associated witteleald acquisitions. Partially off-
setting these increases is the absence of $1®milidry hole charges recognized in 2010 assatiaith the Paradox basi

$69 million higher depreciation, depletion and atization expenses reflects higher production volsipartially offset by the absence of
$17 million of depreciation expense related todheets sold to Williams Partners in 2010. Durin§j26ur depreciation, depletion and
amortization averaged $1.89 per Mcfe compared tavanage $1.92 per Mcfe in 20:

$547 million of property impairments in 2011 comphte $678 million in 201C
The absence of the goodwill impairment from 201Q@41 as previously discusst

$29 million higher general and administrative exmengrimarily due to higher wages, salary and benedists primarily as a result of
increase in the number of employees. Our genethhdministrative expenses in 2011 averaged $0.68pfe in 2011 compared to an
average of $0.55 per Mcfe in 2010. Additionallyngral and administrative expenses in 2011 reflept@imately $5 million in costs
associated with our initial public offering effodad approximately $5 million in stock based congagion expenst
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» Othernet in 2010 reflects a gain on sale of $12 milkmsociated with a thi-party sale of a portion of gathering and procesasggts it
the Piceance basin and a $7 million gain on exchahgndeveloped leasehold acreage with a thirty g

International cost:
International costs increased primarily due toéased production and lifting costs due to gregterating and maintenance activity and

increased operating taxes associated with increasetues.

Consolidated results below operating income (loss)

Years ended December 3: Percentagy
Increase
2011 2010 $ Change (Decrease
(Millions)
Consolidated operating lo $ (335 $ (1,339) $ 1,002 (75)%
Interest expenst
Interest expen—Williams (96) (119 23 (19%
Interest expen—other (21) (5 (16) NM
Total interest expense, including
expenses with William (117 (124 7 (6)%
Interest capitalize 9 16 @) (49)%
Investment income and oth 26 21 5 24%
Loss from continuing operatiol
before income taxe (417) (1,429 1,007 (7)%
Benefit for income taxe (149 (149 4 3%
Loss from continuing operatiol (272) (1,275 1,00¢ (79)%
Loss from discontinued operatio (20) (8) 12 15(%
Net loss (292 (2,289 991 (77)%
Less: Net income attributable to
noncontrolling interest 1C 8 2 25%
Net loss attributable to WPX Ener $ (302 $ (1,299 $ 98¢ (77)%

NM: A percentage calculation is not meaningful dwuehange in signs, a z«value denominator or a percentage change greéstar200.

Interest expense—Williams in 2011 only reflecteiest for six months as Williams cancelled and rioated to capital all amounts due
under our unsecured notes payable with them on3on2011. All cash receipts and cash expenditwaesferred to or from Williams from
July 1, 2011 to November 30, 2011 were considevatko's equity transactions between us and Williamd therefore no interest expense was
recorded during this period. The interest expertkeran 2011 primarily reflects interest expenseoansenior notes issued in November 2011.

Our investment income results primarily from equgrnings associated with our international andektio equity investments.

Benefit for income taxes changed due to the loweftax loss in 2011 compared to the pre-tax 00i0. See Note 11 of the Notes to
Consolidated Financial Statements for a discussidhe effective tax rates compared to the fedstatlitory rate for both periods.
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2010 vs. 2009
Revenue Analysis:

Domestic revenue:
Natural gas sale
Natural gas liquid sale
Oil and condensate sal
Total product revenues, including sale
to Williams
Gas management, including sales to
Williams
Hedge ineffectiveness and mark
market gains and loss
Other
Total domestic revenut
Total international revenue
Total revenue

Domestic Revenut

Significant variances in comparative revenues céfle

$119 million decrease in natural gas sales reflexztbzed average prices per Mcf price of $4.57I(ding hedges) in 201
compared to $4.59 in 2009. Production volumes \88&776 MMcf in 2010 compared to 417,537 MMcf irD20Excluding the

Year ended December 31

2010

$ 1,797
282
57

2,13¢
1,742

27
40

$ 3,94¢
$ 89
$ 4,034

(Millions)

2009

impact of hedges, our per Mcf price was $3.73 ih@®@ompared to $3.12 in 20(

$146 million increase in natural gas liquids retffea per barrel price of $35.02 in 2010 comparesl& 80 in 2009. Volumes were
8,056 Mbbls in 2010 compared to 4,721 Mbbls in 2008 volume increase reflects a full year of thddW Creek plant which

went into service in August 200

$19 million increase in oil and condensate reflecter barrel price of $66.32 in 2010 compared 32 in 2009. Volumes we
857 Mbbls in 2010 compared to 803 Mbbls in 2C

A $286 million increase in gas management revepuesarily from a 21 percent increase in averageqsion domestic physical
natural gas sales associated with our transpantatid storage contracts. There is a similar inerea$276 million in related gas

management costs and expen
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(6)%
107%
50%

2%
20%

50%
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International Revenue
International revenues increased primarily dueigbdr average oil sales prices coupled with incrdasales volumes.

Cost and operating expense and operating income §g) analysis:

Years ended Percentagt
December 31,
Increase
2010 2009 $ Change (Decrease
(Millions)
Domestic costs and expens
Lease and facility operating, including expenses
with Williams $ 267 $ 247 $ 20 8%
Gathering, processing and transportation,
including expenses with Williarr 32¢ 273 53 19%
Taxes other than incon 10¢ 80 29 36%
Gas management (including charges for unutil
pipeline capacity 1,771 1,49t 27¢€ 18%
Exploration 67 53 14 26%
Depreciation, depletion and amortizati 85¢ 87C 22 ()%
Impairment of producing properties and cost
acquired unproved reserv 67¢ 15 663 NM
Goodwill impairment 1,00z — 1,002 NM
General and administrative, including Willia 244 242 2 1%
Other—net (19 32 (52) NM
Total domestic costs and expen $ 5,304 $3,30i 1,997 60%
International costs and expens
Lease and facility operatir $ 19 $ 16 3 19%
Taxes other than incon 16 13 3 23%
Exploration 6 1 5 NM
Depreciation, depletion and amortizati 17 17 — — %
General and administrati\ 9 9 — — %
Othet—net — 1 (D) NM
Total international costs and expen $ 67 $ 57 $ 10 18%
Total costs and expens $ 5,371 $3,36¢ $ 2,007 60%
Domestic operating income (los $(1,359) $ 29€ $(1,65E) NM
International operating incon $ 22 $ 21 $ 1 5%

NM: A percentage calculation is not meaningful dtmehange in signs, a z+value denominator or a percentage change greéwter200.

Domestic Costs
The increase in costs and expenses is primarilytaltiee following:

*  $20 million higher lease and facility operating empes due to increased activity and generally higigerstry costs. Our lease a
facility operating expenses averaged $0.60 per Mcf910 compared to $0.55 per Mcfe in 20

»  $53 million higher gathering, processing and tramggmn expenses, primarily as a result of procesfees charged by Willian
Partners at its Willow Creek plant for extractin@Gs from a
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portion of our Piceance Basin gas production. Q@erage gathering, processing and transportatioryebavere $0.73 per Mcfe
2010 compared to $0.60 per Mcfe in 2009. The irsgéa the per unit amount is primarily a resultta Willow Creek plant going
into service in August 2009 resulting in a paryi@ar of processing. This processing provides ugiaddl NGL recovery, the
revenues for which are included in oil and gasssaie¢he Consolidated Statement of Operati

*  $29 million higher taxes other than income, inclgdgeverance and ad valorem, primarily due to higlrerage commodity prict
(excluding the impact of hedges). Our taxes othanincome averaged $0.24 per Mcfe in 2010 comptar§6.18 per Mcfe in
2009.

» $276 million increase in gas management expensi@saply due to an 18 percent increase in averagep on domestic physical
natural gas cost of sales. This activity represeatsral gas purchased in connection with our gashase activities for Williams
Partners and certain working interest owners’ sbamoduction, and to manage our transportatiahstarage activities. The sales
associated with our marketing of this gas are mhetlin gas management revenues. Also includedsmgaagement expenses are
$48 million in 2010 and $21 million in 2009 for uilized pipeline capacity

* $14 million higher exploration expense primarily doean increase in impairment, amortization andrakipn of unprovec
leasehold cost:

* $12 million lower depreciation, depletion and anmation expenses primarily due to lower natural dasestic production
volumes. Our depreciation, depletion and amortiragixpenses averaged $1.92 per Mcfe in 2010 comhpau®l.93 per Mcfe in
2009;

*  $1,681 million impairments of property and goodwill2010 as previously discussed. In 2009, $15 oniltbf impairments wer
recorded in the Barnett Sha

» Othernet in 2010 reflects a gain on sale of $12 milkmsociated with a thi-party sale of a portion of gathering and proces
assets in the Piceance Basin and a $7 million gaiexchange of undeveloped leasehold acreage whiiihdgparty. Other—net in
2009 includes $32 million of expenses in 2009 eglab penalties from the early release of drilligs.

68



Table of Contents
International Costs
International costs and operating expense increases primarily due to increased production antihlif costs associated with growth in

operations. Additionally, exploratory expenses éased due to acquisition and processing of seisifiiamation.

Consolidated results below operating income (loss)

Years ended Percentagt
December 31,
Increase
2010 2009 $ Change (Decrease
(Millions)
Consolidated operating income (lo $(1,337) $ 317 $(1,659) NM
Interest expenst
Interest expen—Williams (119 (92 (27 29%
Interest expen—other 5 (8 3 (38)%
Total interest expense, including Williar (129 (100 (24) 24%
Interest capitalize 16 18 2 (11)%
Investment income and oth 21 8 13 162%
Income (loss) from continuing operations befc
income taxe: (1,429 243 (1,667) NM
Provision (benefit) for income tax (149 96 (24%) NM
Income (loss) from continuing operatic (1,27%) 147 (1,427) NM
Loss from discontinued operatio (8 (M Q) 14%
Net income (loss (2,287 14C (1,429 NM
Less: Net income attributable
noncontrolling interest 8 6 2 33%
Net income (loss) attributable to WPX Ene! $(1,297) $ 134 $(1,425) NM

NM: A percentage calculation is not meaningful dmuehange in signs, a z«value denominator or a percentage change greéstar200.
Interest expense increased primarily due to higlrerage amounts outstanding under the unsecured payable to Williams.

Investment income in 2009 reflects an $11 milliah impairment of our 4 percent interest in a Vamgan corporation that owns and
operates oil and gas activities in Venezuela.

Provision (benefit) for income taxes changed dutléopre-tax loss in 2010 compared to f@eincome in 2009. See Note 11 of the Ni
to Consolidated Financial Statements for a disomssf the effective tax rates compared to the f@dgtatutory rate for both periods.

Management’s Discussion and Analysis of Financial @dition and Liquidity
Overview

In 2011, we continued to focus upon growth throaghtinued disciplined investments in expandingmatural gas, oil and NGL
portfolio while executing our separation from Walns.

Our historical liquidity needs have been manageauth an internal cash management program withidifi. Daily cash activity from
our domestic operation was transferred to or froiflidkhs on a regular basis and was recorded ag&ses or decreases in the balance due
under unsecured promissory notes we had in plagteWilliams through June 30, 2011 at which time rio¢es were cancelled by Williams.
Any cash activity from
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July 1, 2011 until November 30, 2011 was treatedagétal contribution. On December 1, 2011 we bdgamanage our own cash beginning
with the $500 million retained after the issuantéhe Notes. In consideration of our liquidity, wete the following:

* As of December 31, 2011, we maintained liquidityotigh cash, cash equivalents and available cragaaty under our credit
facility.

» Our credit exposure to derivative counterpartigzaidially mitigated by master netting agreements eollateral suppor

» Apcca's liquidity requirements have historically beenypded by its cash flows from operatiol

Outlook

We expect our capital structure will provide usaficial flexibility to meet our requirements for Worg capital, capital expenditures and
tax and debt payments while maintaining a sufficlewel of liquidity. We retained approximately $billion of the net proceeds from the
issuance of the Notes and have a $1.5 billion tfedility. These sources of liquidity along witliroexpected cash flows from operations
should be sufficient to allow us to pursue our bass strategy and goals for 2012 and 2013.

If energy commaodity prices for 2012 and 2013 carito trend lower, as they have done during edrh22we believe the effect on our

cash flows from operations would be partially matigd by our hedging program. In addition, we nbeefollowing assumptions for 2012 and
2013:

»  Our capital expenditures are estimated to be appaiely $1.2 billion in 2012, and are generally sidered to be largel
discretionary; an

» Apco’s liquidity requirements will continue to be progaifrom its cash flows from operations and avaddigjuidity under its cred
facility.
Potential risks associated with our planned legélguidity and the planned capital and investment
expenditures discussed above include:
» Sustained reductions in energy commodity pricesftioe range of current expectatio
* Lower than expected levels of cash flow from opers, primarily resulting from lower energy commiydbrices;
» Higher than expected collateral obligations thay i@ required, including those required under nemrercial agreement
» Significantly lower than expected capital expenditucould result in the loss of undeveloped ledseland
» Reduced access to our credit faci
Under the Credit Facility Agreement, we are regliie maintain a ratio of PV to Consolidated Indebtess of at least 1.50 to 1.00. PV is
determined as of the end of each fiscal year aftects the present value, discounted at 9 peroémt;ojected future cash flows of domestic
proved oil and gas reserves. Further declinesturalegas prices during future years could redugeRY and thus limit our available capacity

under the agreement. However, we believe that we fidl access to the $1.5 billion in 2012 based/ear-end pricing. (See Note 10 to our to
Consolidated Financial Statements)

We have executed three bilateral, uncommittedrlefteredit agreements which we anticipate wilrerewed annually. These agreem
allow us to preserve our liquidity under our revotycredit agreement while providing support on abitity to meet performance obligation
needs for, among other items, various interstgielipie contracts into which we have entered. Thesecured agreements incorporate similar
terms as those in the Credit Facility. At Decenéer2011 a total of $292 million in letters of citdthve been issued with the potential for an
additional $100 million in 2012 issuances.
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Liquidity

We plan to conservatively manage our balance sBased on our forecasted levels of cash flow frgmrations and other sources of
liquidity, we expect to have sufficient liquiditg tnanage our businesses in 2012. Our internal xtednal sources of consolidated liquidity
include cash generated from operations, cash astdezrguivalents on hand, and our credit facilitydiidnal sources of liquidity, if needed and
if available, include bank financings, proceedsrfrihe issuance of long-term debt and equity séesriand proceeds from asset sales.

Credit Ratings

Our ability to borrow money will be impacted by seal factors, including our credit ratings. Creadiings agencies perform independent
analysis when assigning credit ratings. A downgafdeur current rating could increase our futurstadf borrowing and result in a requirem
that we post additional collateral with third pestj thereby negatively affecting our availableitiify. The current ratings are as follows:

Standard and Pc’s (1)

Corporate Credit Ratin BB+

Senior Unsecured Debt Rati BB+

Outlook Stable
Moody's Investors Service (i

Senior Unsecured Debt Rati Bal

Outlook Stable

(1) Avrating of “BBB” or above indicates an invesint grade rating. A rating below “BBB” indicatesththe security has significant
speculative characteristics. A “BB” rating indicathat Standard & Poor’s believes the issuer hasapacity to meet its financial
commitment on the obligation, but adverse busigesslitions could lead to insufficient ability to etdinancial commitments.

Standard & Pocs may modify its ratings with “+” or a“-” sign to show the oblig’s relative standing within a major rating categt

(2) Arating of“Ba¢” or above indicates an investment grade rating.tihgdelow“Bag¢” is considered to have speculative elements.“1,”
“2,” and “3” modifiers show the relative standingtlwin a major category. A “1” indicates that anightion ranks in the higher end of the
broad rating categor“2” indicates a mi-range ranking, an“3” indicates the lower end of the categc

Additionally, under the Credit Facility, prior taioreceipt of an investment grade rating with dlst@utlook, we will be required to
maintain a ratio of net present value of projedtedre cash flows from Proved Reserves to Consitlindebtedness (each as defined in the
Credit Facility) of at least 1.50 to 1.00. The pegsent value is determined as of the end of dachlfyear and reflects the present value,
discounted at nine percent, of projected futurd dlasvs of domestic proved oil and gas reservegh(ailimitation of no more than 35% that
not proved developed producing reserves), baséenoler projected commodity price assumptions atet giving effect to hedge
arrangements. It is possible that in the futurepresent value ratio calculation could result mifing our full use of the $1.5 billion Credit
Facility. Even if such a limitation were to occure believe our sources of liquidity will be sufit for us to pursue our anticipated capital
spending plans.

Sources (Uses) of Cash
The following table and discussion summarize ources (uses) of cash for the years ended Decemb@021, 2010 and 2009.

Years Ended December 31,

2011 2010 2009
(Millions)
Net cash provided (used) k
Operating activitie! $ 1,20¢ $ 1,05¢ $ 1,181
Investing activities (2,556 (2,337%) (2,435
Financing activitie: 83¢ 1,284 25€
Increase in cash and cash equival $ 48¢ $ 3 $ 2
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Operating activities
Our net cash provided by operating activities ih2hcreased from 2010 primarily due to net favtgamanges in our operating assets
and liabilities compared to 2010.

Our net cash provided by operating activities ii@@ecreased from 2009 primarily due to the paymerade to reduce certain accrued
liabilities affecting our operations.

Investing activities

Our net cash used by investing activities in 20&drelased from 2010 primarily due to reduced capitpenditures and the absence of
acquisitions in 2010 for Marcellus Shale and Bak&&ale properties.

Our net cash used by investing activities in 201ddased from 2009 primarily due to our capitalemditures related to the acquisitior
Marcellus Shale properties and our entry into takk&n Shale.
Significant items include:
2011
« Expenditures for drilling and completion were apgmnoately $1.4 billion.

2010
» Expenditures for drilling and completion were apgmnaately $950 million
e Our acquisition in July 2010 of properties in thamgkllus Shale for $599 milliol
*  Our acquisition in December 2010 of oil and gagprtes in the Bakken Shale for $949 millis

e The sale in November 2010 of certain gathering@mdessing assets in the Piceance Basin to WillRamers for $702 million in
cash ($244 million of which was in excess of ourlek value and thus a financing and capital tatisn with Williams) and
approximately 1.8 million Williams Partners commamits, which units were subsequently distributetMiliams.

2009

e Expenditures for drilling and completion were apgmnoately $1.0 billion.
* A $253 million payment for the purchase of addiébproperties in the Piceance ba:

Financing activities
Our net cash from financing activities decrease20ihl primarily due to distribution to Williams approximately $981 million from our
$1.5 billion in Note proceeds in November offsetidmyer borrowings from Williams in 2011 compared2@10.

Our net cash provided by financing activities irl@0ncreased from 2009 primarily due to higher baiings from Williams to fund our
capital expenditures, including those related &abquisition of Marcellus Shale properties andamguisition in the Bakken Shale.

Off-Balance Sheet Financing Arrangements

We had no guarantees of off-balance sheet dehtrtbgarties or any other off-balance sheet arrareggs at December 31, 2011 and
December 31, 2010.
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Contractual Obligations

The table below summarizes the maturity dates otountractual obligations at December 31, 201lluiting obligations related to
discontinued operations.

2013 - 2015 -
2012 2014 2016 Thereafter Total
(Millions)
Long-term debt, including current portic

Principal $ 1 $ 2 $ — $ 1,50( $ 1,50¢
Interest 58 17E 174 374 781

Operating leases and associated service committ
Drilling rig commitments (1 15z 21¢ 38 — 41C
Other 14 18 18 35 85
Transportation and storage commitments 21F 38¢ 31¢€ 48¢ 1,40¢
Natural gas purchase commitments 82 30t 31¢ 744 1,45(
Oil and gas activities (¢ 237 257 15¢& 19¢ 84¢
Other 22 19 11 — 52

Other lon¢-term liabilities, including current portiol
Physical and financial derivatives ( 457 61F 671 2,831 4,57
Total $1,23¢ $1,99¢ $1,702 $ 6,177 $11,11!

(1) Includes materials and services obligations astetiaith our drilling rig contract:

(2) Excludes additional commitments totaling $6Glliom associated with projects for which the ccenpiarty has not yet received
satisfactory regulatory approva

(3) Purchase commitments are at market pricestengurchased natural gas can be sold at marketspiitie obligations are based on
market information as of December 31, 2011 andractg are assumed to remain outstanding for thiicdntractual duration. Because
market information changes daily and is subjectatility, significant changes to the values iistbategory may occur. Certain parties
have elected to convert their gas purchase agrdsrtefirm gathering and processing agreements;twéervices will be provided by
Williams Partners. WPX Energy’s gas purchase obbga amounting to $1.4 billion will terminate &eteffective date of the new
agreements

(4) Includes gathering, processing and other all ges related services commitments. Excluded abdities associated with asset retirement

obligations, which total $302 million as of DecemB&, 2011. The ultimate settlement and timing manbe precisely determined in
advance; however, we estimate that approximatedy afithis liability will be settled in the next fvyears

(5) Includes $4.5 billion of physical natural gasidatives related to purchases at market prichs.natural gas expected to be purchased
under these contracts can be sold at market ptarggly offsetting this obligation. The obligat®for physical and financial derivatives
are based on market information as of Decembe2@11, and assume contracts remain outstandingpéarfull contractual duration.
Because market information changes daily and igesuto volatility, significant changes to the vauin this category may occi

Effects of Inflation

Although the impact of inflation has been insigegfint in recent years, it is still a factor in theiledd States economy. Operating costs are

influenced by both competition for specialized $egs and specific price changes in natural gasN@lLs and other commodities. We tend to
experience inflationary pressure on the cost ofises and equipment as increasing oil and gaspimtaease drilling activity in our areas of
operation.
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Environmental

Our operations are subject to governmental lawsragdlations relating to the protection of the emwiment, and increasingly strict laws,
regulations and enforcement policies, as well agéuadditional environmental requirements, cousterially increase our costs of operation,
compliance and any remediation that may becomessacg

We are subject to the Clean Air Act (“CAA QN July 28, 2011, the EPA proposed rules that westdblish new air emission controls
oil and natural gas production and natural gasgssiaog operations. Specifically, the EPA’s propaseel includes New Source Performance
Standards to address emissions of sulfur dioxidevaltatile organic compounds and a separate sahifsion standards to address hazardous
air pollutants frequently associated with oil aradumal gas production and processing activitieg pitoposed rules also would establish spe
new requirements regarding emissions from wellslting completions at new hydraulically fractureatural gas wells and re-completions of
existing wells that are fractured or re-fractured)mpressors, dehydrators, storage tanks and ptbeéuction equipment. In addition, the rules
would establish new leak detection requirementsi&ural gas processing plants. The EPA will reegiublic comment and hold hearings
regarding the proposed rules and must take firtedrmon the rules by April 3, 2012. If finalized asitten, these rules could require
modifications to our operations including the ifistzon of new equipment to control emissions froaor wells. Compliance with such rules
could result in significant costs, including incsed capital expenditures and operating costs, anld adversely impact our business.

On November 30, 2010, the EPA issued its final exeanding the scope of the Greenhouse Gas (“GiMat)datory Reporting Rule to
include onshore and offshore oil and natural gaslyction facilities and onshore oil and natural gascessing, transmission, storage, and
distribution facilities. Reporting of GHG emissiond! be required on an annual basis, with repgrtieginning in March 2012 for emissions
occurring in 2011. We are required to report ourGémissions by March 2012 under this rule. Sevafr&lPA’s GHG rules are being
challenged in court proceedings and depending @n dlutcome, such rules may be modified, resciratetie EPA could develop new rules.
Compliance with such rules could result in sigrifit costs.

Our facilities and operations are also subjech&oGlean Water Act (“CWA”) and implementing regidas of the EPA and the United
States Army Corps of Engineers (“Corps”). On Agiil, 2011, the EPA and the Corps released new gliadince governing federal
jurisdiction over wetlands and ott“isolated waters.” They would, if adopted, sigréfitly expand federal jurisdiction and permitting
requirements under the CWA. Additionally, the digftdance addresses the expanded scope of the Ckgp'®rm “waters of the United
States” to all CWA provisions, which prior guidarosited to Section 404 determinations. EPA andGloeps anticipate proposing a rule for
final comment in 2012. We are unable at this timegtimate the cost that may be required to megpthposed guidance or any related final
rules.

There have been multiple legislative and regulaioitiatives relating to hydraulic fracturing thetuld also result in increased costs and
additional operating restrictions or delays. Relgethere has been a heightened debate over whisthéuids used in hydraulic fracturing may
contaminate drinking water supply and proposalehsen made to enact separate federal legislati@gislation at the state and local
government levels to regulate hydraulic fracturibggislation has been introduced in the UnitedeSt&@ongress called the Fracturing
Responsibility and Awareness of Chemicals Act (fiRAC Act”) to amend the SDWA to eliminate an ekigt exemption for hydraulic
fracturing activities from the definition of “undgound injection” and require federal permittinglaegulatory control of hydraulic fracturing,
as well as require disclosure of the chemical dtuestts of the fluids used in the fracturing pracéghe EPA has commenced a multi-year
study of the potential environmental impacts offaydic fracturing, the initial results of which aaeticipated to be available by late 2012. In
October, 2011, the EPA announced that it intengsdpose regulations by 2014 under the CWA to rgulvastewater discharges from
hydraulic fracturing and other natural gas productiThe Shale Gas Subcommittee of the SecretadEpefgy Advisory Board in August 2011
also issued a report on hydraulic fracturing, whietiudes recommendations to address concerngddiathydraulic fracturing and shale gas
production, including but not limited to conductiadditional field studies on possible methane Igakiaom
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shale gas wells to water reservoirs and adoptimgroées and enforcement practices to protect dnipleind surface waters. The United States
Government Accountability Office is also examinithg environmental impacts of produced water andthée House Counsel for
Environmental Quality has been petitioned by envinental groups to develop a programmatic enviroaiémpact statement under the
National Environmental Policy Ac"NEPA) for hydraulic fracturing.

Several states have also adopted or consideresldggn requiring the disclosure of fracturing flsiand other restrictions on hydraulic
fracturing, including states in which we operatg (@Nyoming, Pennsylvania, Texas, Colorado, Noxakota, New Mexico and Oklahoma).
The United States Department of the Interior i alsnsidering disclosure requirements or other ratasdfor hydraulic fracturing, which, if
adopted, would affect our operations on federal$a®ompliance with such legislation or regulatioasld result in significant costs, including
increased capital expenditures and operating aastcould also cause delays, or eliminate certdlimd and injection activities, all of which
could adversely impact our business.

Critical Accounting Estimates

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make
estimates, judgments and assumptions that affegetborted amounts of assets, liabilities, reveanesexpenses and the disclosure of
contingent assets and liabilities. We believe thatnature of these estimates and assumptionstésiadalue to the subjectivity and judgment
necessary, or the susceptibility of such mattehtoge, and the impact of these on our financiatlition or results of operations.

In our management’s opinion, the more significaptarting areas impacted by management’s judgmeutestimates are as follows:

Impairments of Long-Lived Assets

We evaluate our long-lived assets for impairmenemvive believe events or changes in circumstanchsaite that we may not be able to
recover the carrying value. Our computations wijizdgments and assumptions that include the umgiiged future cash flows, discounted
future cash flows, estimated fair value of the gss®d the current and future economic environnrenthich the asset is operated.

Due to the drop in natural gas forward prices dutfre fourth quarter of 2011, we assessed our alagas producing properties and
acquired unproved reserve costs for impairmentgusgtimates of future cash flows. Significant judgts and assumptions in these
assessments include estimates of natural gas essgnantities, estimates of future natural gasprising a forward NYMEX curve adjusted
for locational basis differentials, drilling plarexpected capital costs and our estimate of aricaiphé discount rate commensurate with the risk
of the underlying cash flow estimates. Additionajiydgment is used to determine the probabilitgalé with respect to assets considered for
disposal. The assessment performed identifiedingstaperties with a carrying value in excess afsthundiscounted cash flows and their
calculated fair values. As a result, we recognigedi7 million of impairment charges. See Notes 7 Hhdf Notes to Consolidated Financial
Statements for additional discussion and signitidaputs into the fair value determination.

In addition to those longved assets described above for which impairmbatges were recorded, certain others were revidaraghich
no impairment was required. These reviews incluateér domestic producing properties and acquirgutaved reserve costs, and utilized
inputs generally consistent with those describeayabJudgments and assumptions are inherent iastimate of future cash flows used to
evaluate these assets. The use of alternate judgmeth assumptions could result in the recognitiodifferent levels of impairment charges in
the consolidated financial statements. For othedycing assets reviewed, but for which impairméwtrges were not recorded, we estimate
that approximately eight percent could be at rikifnpairment if forward prices across all futueripds decline by approximately 12 percent
to 15 percent, on average, as compared to the fdrprices at December 31, 2011. A substantial @onif the remaining carrying value of
these other assets could be at risk for impairrfidatward prices across all future periods declyeat least 24 percent, on average, as
compared to the prices at December 31, 2011.
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Accounting for Derivative Instruments and Hedgingchivities

Through December 2011, we elected to designatm#jerity of our applicable derivative instrumensscash flow hedges. Beginning in
2012, we will begin entering into commodity derivatcontracts that will continue to serve as ecoicdmedges but will not be designated as
hedges for accounting purposes as we have eleoted ntilize hedge accounting on new derivativegruments. Changes in the fair value of
non-hedge derivative instruments, hereafter redlelweas economic hedges, are recognized as galossas in the earnings of the periods in
which they occur, accordingly we believe this wdkult in future earnings that are more volatiledgled derivatives recorded at December 31,
2011 that are included in accumulated other congreilre income have been and will continue to besfeared to earnings during the same
periods in which the forecasted hedged transactiomsecognized.

We review our energy contracts to determine whethey are, or contain, derivatives. Our energywaiies portfolio is largely
comprised of exchange-traded products or like petedand the tenure of our derivatives portfolicekatively short-term, with more than
99 percent of the value of our derivatives portf@ikpiring in the next 24 months. We further asglessappropriate accounting method for any
derivatives identified, which could include:

« qualifying for and electing cash flow hedge accoumtwhich recognizes changes in the fair valuthefderivative in other
comprehensive income (to the extent the hedgddstafe) until the hedged item is recognized im@ags;

« qualifying for and electing accrual accounting unithe normal purchases and normal sales exceutic
» applying mar-to-market accounting, which recognizes changes ifidine&alue of the derivative in earning

If cash flow hedge accounting or accrual accounsngpt applied, a derivative is subject to mark¥tarket accounting. Determination of
the accounting method involves significant judgrnseamid assumptions, which are further describedabelo

The determination of whether a derivative contrpdlifies as a cash flow hedge includes an anatfdisstorical market price
information to assess whether the derivative isetga to be highly effective in offsetting the célsws attributed to the hedged risk. We also
assess whether the hedged forecasted transacpoobigble of occurring. This assessment requirée agercise judgment and consider a wide
variety of factors in addition to our intent, inding internal and external forecasts, historicglezience, changing market and business
conditions, our financial and operational abilitydarry out the forecasted transaction, the len§thme until the forecasted transaction is
projected to occur and the quantity of the foremdstansaction. In addition, we compare actual fas¥s to those that were expected from the
underlying risk. If a hedged forecasted transadgamot probable of occurring, or if the derivatis@ntract is not expected to be highly effect
the derivative does not qualify for hedge accougtin

For derivatives designated as cash flow hedgesnust periodically assess whether they continuaitdify for hedge accounting. We
prospectively discontinue hedge accounting andgmize future changes in fair value directly in éags if we no longer expect the hedge tc
highly effective, or if we believe that the heddetecasted transaction is no longer probable ofiot. If the forecasted transaction becomes
probable of not occurring, we reclassify amountvjmusly recorded in other comprehensive income éatrnings in addition to prospectively
discontinuing hedge accounting. If the effectivenefkthe derivative improves and is again expetadak highly effective in offsetting the cash
flows attributed to the hedged risk, or if the fmasted transaction again becomes probable, we mapextively redesignate the derivative a
hedge of the underlying risk.

Derivatives for which the normal purchases and rmbsales exception has been elected are accownrted fin accrual basis. In
determining whether a derivative is eligible foistexception, we assess whether the
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contract provides for the purchase or sale of ansodity that will be physically delivered in quargi expected to be used or sold over a
reasonable period in the normal course of businesaaking this assessment, we consider numeratigr& including the quantities provided
under the contract in relation to our business segelivery locations per the contract in relatiorour operating locations, duration of time
between entering the contract and delivery, pastds and expected future demand and our pastg@aend customs with regard to such
contracts. Additionally, we assess whether it @bpble that the contract will result in physicaliviry of the commodity and not net financial
settlement.

Since our energy derivative contracts could be aat=d for in three different ways, two of which a&tective, our accounting method
could be different from that used by another péotya similar transaction. Furthermore, the accmgniethod may influence the level of
volatility in the financial statements associatdéthwhanges in the fair value of derivatives, asegelly depicted below:

Consolidated Statement of Operation: Consolidated Balance Shee
Accounting Method Drivers Impact Drivers Impact
Accrual Accounting Realizations Less Volatility None No Impact
Cash Flow Hedge Realizations &
Accounting Ineffectivenes: Less Volatility Fair Value Change More Volatility
Mark-to-Market Accounting Fair Value Change More Volatility Fair Value Change More Volatility

Our determination of the accounting method doesmpact our cash flows related to derivatives.

Additional discussion of the accounting for enecgytracts at fair value is included in Notes 1 &Bdf Notes to Consolidated Financial
Statements.

Successful Efforts Method of Accounting for Oil an@as Exploration and Production Activities

We use the successful efforts method of accourfdingur oil- and gas-producing activities. Estinthteatural gas and oil reserves and
forward market prices for oil and gas are a sigaiiit part of our financial calculations. Followiage examples of how these estimates affect
financial results:

* Anincrease (decrease) in estimated proved oilgasdreserves can reduce (increase) ou-of-production depreciation, depleti
and amortization rates; al

» Changes in oil and gas reserves and forward marlags both impact projected future cash flows fimum oil and gas propertie
This, in turn, can impact our periodic impairmenalyses

The process of estimating natural gas and oil vesas very complex, requiring significant judgmanthe evaluation of all available
geological, geophysical, engineering and economta.dAfter being estimated internally, approxima@® percent of our domestic reserves
estimates are audited by independent experts. dtaenday change substantially over time as a re$alimerous factors, including additional
development cost and activity, evolving productiistory and a continual reassessment of the viglaifiproduction under changing economic
conditions. As a result, material revisions to gBrgreserves estimates could occur from timenmtiSuch changes could trigger an impairr
of our oil and gas properties and have an impacurdepreciation, depletion and amortization espgrospectively. For example, a change
of approximately 10 percent in our total oil and geserves could change our annual depreciatigetien and amortization expense between
approximately $81 million and $99 million. The aatimpact would depend on the specific basins irtgghand whether the change resulted
from proved developed, proved undeveloped or a dmatibn of these reserves categories.
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Forward market prices, which are utilized in oupairment analyses, include estimates of pricepdoiods that extend beyond those \
guoted market prices. This forward market priceinmfation is consistent with that generally usedvaluating our drilling decisions and
acquisition plans. These market prices for futlegquls impact the production economics underlyihgmd gas reserve estimates. The prict
natural gas and oil are volatile and change fronogdédo period, thus impacting our estimates. Sigant unfavorable changes in the forward
price curve could result in an impairment of odravid gas properties.

We record the cost of leasehold acquisitions asried. Individually significant lease acquisitionsts are assessed annually, or as
conditions warrant, for impairment considering @uture drilling plans, the remaining lease term ament drilling results. Lease acquisition
costs that are not individually significant are esggated by prospect or geographically, and thegrodf such costs estimated to be
nonproductive prior to lease expiration is amodipe@er the average holding period. Changes in ssuraptions regarding the estimates of the
nonproductive portion of these leasehold acquisitioould result in impairment of these costs. Ugetermination that specific acreage will
be developed, the costs associated with that aeneagld be impaired. Our lease acquisition costdad $1.1 billion at December 31, 2011.

Contingent Liabilities

We record liabilities for estimated loss contingescincluding royalty litigation, environmentaldgnother contingent matters, when we
assess that a loss is probable and the amoung tdgh can be reasonably estimated. Revisionstingent liabilities are generally reflected in
income when new or different facts or informati@cbme known or circumstances change that affeqirdhdous assumptions with respect to
the likelihood or amount of loss. Liabilities foortingent losses are based upon our assumptionsstinthtes and upon advice of legal coul
engineers or other third parties regarding the gboutcomes of the matter. As new developmerdsrarr more information becomes
available, our assumptions and estimates of thas#ities may change. Changes in our assumptiadsestimates or outcomes different from
our current assumptions and estimates could myeaifect future results of operations for any tgarlar quarterly or annual period. See
Note 12 of Notes to Consolidated Financial Statesy

Valuation of Deferred Tax Assets and Liabilities

Through the effective date of the spin-off, our @mtic operations were included in the consolidadicombined federal and state
income tax returns for Williams, except for certa@parate state filings. The income tax provisias lbeen calculated on a separate return basi:
for us and our consolidated subsidiaries, excaptdaain adjustments, such as alternative minirtaxrcalculated at the consolidated level by
Williams, for which the ultimate expected beneditus could not be determined until the date of dsoltidation.

The determination of our effective state tax ratguires judgment as we did not exist as a stanwediter during these periods and the
effective state tax rate can change periodicalBetaon changes in our operations. Our effective & rate is based upon our current entity
structure and the jurisdictions in which we oper#tthe effective state tax rate were to be radispward by one-tenth of one percent, this
would result in an increase to our net deferredrime tax liability of approximately $3 million.

We have deferred tax assets resulting from cemaigstments and businesses that have a tax basis@ss of book basis, from certain
separate state losses generated in the curreptrimmg/ears and, effective with the spin-off, fra@rtain tax attributes allocated between us and
Williams. We must periodically evaluate whethesitore likely than not we will realize these tanbfits and establish a valuation allowance
for those that that do not meet the more likelynthat threshold. This evaluation considers tax mpilag strategies, including assumptions about
the availability and character of future taxableome. When assessing the need for a valuation afiogy we consider forecasts of future
company performance, the estimated impact of piafeagset dispositions, and our ability and intergxecute tax planning strategies to utilize
tax carryovers. The ultimate amount of deferredassets realized could be materially different fittwwse recorded, as influenced by potential
changes in jurisdictional income tax laws and tiheuenstances surrounding the actual realizatiorelaited tax assets.
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See Note 11 of Notes to Combined Financial Statésrfen additional information.

Fair Value Measurements

A limited amount of our energy derivative assetd Babilities trade in markets with lower availatyilof pricing information requiring us
to use unobservable inputs and are considered Beivethe fair value hierarchy. At December 31, PA&ss than 1 percent of our energy
derivative assets and liabilities measured atfawe on a recurring basis are included in Levél@.Level 2 transactions, we do not make
significant adjustments to observable prices insugag fair value as we do not generally tradenactive markets.

The determination of fair value for our energy dative assets and liabilities also incorporatedithe value of money and various credit
risk factors which can include the credit standifithe counterparties involved, master nettingrageanents, the impact of credit enhancements
(such as cash collateral posted and letters oftgeatd our nonperformance risk on our energy agive liabilities. The determination of the
fair value of our energy derivative liabilities doeot consider noncash collateral credit enhanctsnEar net derivative assets, we apply a
credit spread, based on the credit rating of thenterparty, against the net derivative asset vhigth tounterparty. For net derivative liabilities
we apply our own credit rating. We derive the dregreads by using the corporate industrial cragives for each rating category and building
a curve based on certain points in time for eatthgaategory. The spread comes from the discagtof of the individual corporate curves
versus the discount factor of the LIBOR curve. AcBmber 31, 2011, the credit reserve is less thamiion on our net derivative assets and
net derivative liabilities. Considering these fastand that we do not have significant risk from et credit exposure to derivative
counterparties, the impact of credit risk is ngn#ficant to the overall fair value of our deriwas portfolio.

At December 31, 2011, 99 percent of the fair valieur derivatives portfolio expires in the nextrhdnths and approximately 100
percent expires in the next 24 months. Our defrreatportfolio is largely comprised of exchange-¢groducts or like products where price
transparency has not historically been a conceue. tb the nature of the markets in which we trainaad the relatively short tenure of our
derivatives portfolio, we do not believe it is nesary to make an adjustment for illiquidity. Weuksgly analyze the liquidity of the markets
based on the prevalence of broker pricing and exgd@ricing for products in our derivatives poiitol

The instruments included in Level 3 at December2B1,1, consist of natural gas index transactioasahe used to manage the physical
requirements of our business. The change in theafifeir value of instruments included in LevepBmarily results from changes in
commodity prices during the month of delivery. Téhare generally no active forward markets or quptézks for natural gas index
transactions.

For the years ended December 31, 2011 and 201fecegnized impairments of certain assets that werasured at fair value on a
nonrecurring basis. These impairment measuremeaiseuded in Level 3 as they include significanbbservable inputs, such as our estil
of future cash flows and the probabilities of aiegive scenarios. See Note 15 of Notes to Condelidginancial Statements.

Iltem 7A.  Quantitative and Qualitative Disclosures About Market Risk
Interest Rate Risk

Historically, our interest rate risk exposure wabstantially mitigated through our cash managerpesgram and the effects of our
intercompany note with Williams. Going forward, tNetes are fixed rate debt in order to mitigateithpact of fluctuations in interest rates
we expect that any borrowings under our Creditligevill most likely be at a variable interest ea&and could expose us to the risk of
increasing interest rates. $400 million of the Natgature in 2017 while the additional $1,100 millimature in 2022. Interest rates on each set
are 5.25% and 6.00%, respectively. The aggregatedme of the Notes is $1,521. See Note 10 ofeNabd the Consolidated Financial
Statements.
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Commodity Price Risk

We are exposed to the impact of fluctuations innttaeket price of natural gas, NGLs and crude gilwell as other market factors, such
as market volatility and energy commodity priceretations. We are exposed to these risks in cororeatith our owned energy-related assets,
our long-term energy-related contracts and our fietgry trading activities. We manage the riskoaisged with these market fluctuations
using various derivatives and nonderivative energted contracts. The fair value of derivativetcacts is subject to many factors, including
changes in energy commodity market prices, thediyuand volatility of the markets in which therttoacts are transacted and changes in
interest rates. See Note 17 of Notes to Consolidaieancial Statements.

We measure the risk in our portfolios using a valtieéisk methodology to estimate the potential dag-loss from adverse changes in the
fair value of the portfolios. Value at risk requira@ number of key assumptions and is not necegsapitesentative of actual losses in fair value
that could be incurred from the portfolios. Ouruedat-risk model uses a Monte Carlo method to siteuhypothetical movements in future
market prices and assumes that, as a result ofebdn commaodity prices, there is a 95 percentadviity that the one-day loss in fair value of
the portfolios will not exceed the value at riskeTsimulation method uses historical correlationd market forward prices and volatilities. In
applying the value-at-risk methodology, we do ramsider that the simulated hypothetical movemetfiésiathe positions or would cause any
potential liquidity issues, nor do we consider ttlznging the portfolios in response to market @@k could affect market prices and could
take longer than a one-day holding period to exedihile a one-day holding period has historichin the industry standard, a longer
holding period could more accurately representrine market risk given market liquidity and our ownedit and liquidity constraints.

We segregate our derivative contracts into tradimg) nontrading contracts, as defined in the follgyparagraphs. We calculate value at
risk separately for these two categories. Contréesignated as normal purchases or sales and ivatiler energy contracts have been
excluded from our estimation of value at risk.

We have policies and procedures that govern odimgaand risk management activities. These policta®r authority and delegation
thereof in addition to control requirements, auithexdt commodities and term and exposure limitatidedue-at-risk is limited in aggregate and
calculated at a 95 percent confidence level.

Trading

Our trading portfolio consists of derivative comtientered into for purposes other than econotyibalging our commodity price-risk
exposure. The fair value of our trading derivatiwes a net liability of $4 million at December 2011 and a net asset of $2 million at
December 31, 2010. The value at risk for contrhetd for trading purposes was less than $1 milibBecember 31, 2011, December 31, 2
and December 31, 2009.

Nontrading

Our nontrading portfolio consists of derivative trats that hedge or could potentially hedge theepisk exposure from our natural gas
purchases and sales. The fair value of our deviesithot designated as hedging instruments wasasgeet of $14 million and $16 million at
December 31, 2011 and December 31, 2010, resplctive

The value at risk for derivative contracts heldrontrading purposes was $15 million at Decembef811, and $24 million at
December 31, 2010. During the year ended Decenthe2@ 1, our value at risk for these contracts edrfgom a high of $30 million to a low
of $15 million. The decrease in value at risk frBmcember 31, 2010 primarily reflects the realizatid certain derivative positions and the
market price impact, partially offset by new detiva contracts.
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Certain of the derivative contracts held for noding purposes are accounted for as cash flow he@feke total fair value of nontrading
derivatives, cash flow hedges had a net asset v4l$847 million and $266 million as of December 3011 and December 31, 2010,
respectively. The increase in value is primarilg do favorable changes due to falling prices optashort natural gas positions partially offset
with 2011 natural gas realizations. Though thesgracots are included in our value-at-risk calcalatiany changes in the fair value of the
effective portion of these hedge contracts wouldegally not be reflected in earnings until the agsed hedged item affects earnings.
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Shareholders of WPX gyelinc.

We have audited the accompanying consolidated balsimeet of WPX Energy, Inc. as of December 31120t 2010, and the related
consolidated statements of operations, changeguitye and cash flows for each of the three yeatsé period ended December 31, 2011. Our
audit also included the financial statement scheetisied in the Index at Iltem 15.(a). These finahsiatements are the responsibility of the
Company’s management. Our responsibility is to egpran opinion on these financial statements basedr audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamliogUnited States). Those
standards require that we plan and perform thet &madbtain reasonable assurance about whethdinthecial statements are free of material
misstatement. We were not engaged to perform ait afuitie Company’s internal control over finanaiaporting. Our audits included
consideration of internal control over financigboeting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company’s internal contrafinancial reporting. Accordingly, we
express no such opinion. An audit also includesrémiag, on a test basis, evidence supporting thewems and disclosures in the financial
statements, assessing the accounting principlesarst significant estimates made by managementeaaldating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referre@love present fairly, in all material respedts,¢donsolidated financial position of WPX
Energy, Inc. at December 31, 2011 and 2010, anddhsolidated results of its operations and itk ¢esvs for each of the three years in the
period ended December 31, 2011, in conformity WitS. generally accepted accounting principles. Als@ur opinion, the related financial
statement schedule, when considered in relatidhetdasic financial statements taken as a whoéseptts fairly in all material respects the
information set forth therein.

/s! Ernst & Young LLP

Tulsa, Oklahoma
February 28, 2011
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WPX Energy, Inc.
Consolidated Statement of Operations

Revenues
Product revenues, including sales to Willia
Natural gas sale
Natural gas liquid sale
Oil and condensate sal
Total product revenues, including sales to Willie
Gas management, including sales to Willie
Hedge ineffectiveness and mark to market gaind@swbs
Other
Total revenue
Costs and expense
Lease and facility operating, including expense Williams
Gathering, processing and transportation, incluéixgenses with William
Taxes other than incon
Gas management, including charges for unutilizpélpie capacit
Exploration
Depreciation, depletion and amortizat
Impairment of producing properties and costs olui@egl unproved reservi
Goodwill impairment
General and administrative, including expenses Wittiams
Othe—net
Total costs and expens
Operating income (los:
Interest expense, including expenses with Willic
Interest capitalize
Investment income and oth
Income (loss) from continuing operations beforeome taxe:
Provision (benefit) for income tax
Income (loss) from continuing operatic
Loss from discontinued operatio
Net income (loss
Less: Net income attributable to noncontrollingenelsts
Net income (loss) attributable to WPX Ene

Amounts attributable to WPX Energy, In

Basic and diluted earnings (loss) per common sfs@e Note 6)
Income (loss) from continuing operatic
Loss from discontinued operatio

Net income (loss
Weightec-average shares (million

See accompanying notes.
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Years Ended December 31

2011

2010

2009

(Millions, except per share amounts)

$1,798 $ 1,817  $1,92¢
40¢ 28t 13¢
31E 12¢ 97
2,51¢ 2,22t 2,16¢
1,42¢ 1,74% 1,45¢
29 27 18

13 40 42
3,08¢ 4,03¢ 3,681
29E 28€ 262
49¢ 32¢ 272
14C 12¢ 93
1,47¢ 1,771 1,49t
134 73 54
94¢ g7t 887
547 67¢ 15
— 1,00¢ —
28t 252 251

1 (19) 33
4,32: 5,371 3,36¢
(335) (1,337) 317
(117) (124) (100)

9 16 18

26 21 8
(417) (1,42¢) 242
(14E) (14€) 96
(272) (1,275) 147
(20) ® )
(292) (1,289 14C
10 8 6

$ (302 $(1,29) $ 134
$(149 $ (651) $ 0.71
(0.10) (0.04) (0.09)
$ (159 $ (659 $ 0.6¢
197.1 197.1 197.1
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WPX Energy, Inc.
Consolidated Balance Sheet

December 31

2011 2010
(Millions)
Assets
Current asset:
Cash and cash equivale $ b52¢ $ 37
Accounts receivable
Trade, net of allowance for doubtful accounts a3 &ihd $16 as of December 31, 2011 and 2
respectively 447 362
Williams 62 60
Derivative asset 50€ 40C
Inventories 74 77
Other 59 22
Total current asse 1,67¢ 95¢
Investment: 12E 10&
Properties and equipment, net (successful effoethod of accounting 8,47¢ 8,44¢
Derivative asset 10 173
Other noncurrent asse 147 161
Total asset $10,43: $9,84¢
Liabilities and Equity
Current liabilities:
Accounts payable
Trade 642 451
Williams 59 64
Accrued and other current liabilitis 18¢€ 15€&
Deferred income taxe 11€ 87
Notes payable to William — 2,261
Derivative liabilities 152 14€
Total current liabilities 1,15¢ 3,16
Deferred income taxe 1,55¢ 1,64¢
Long-term debt 1,50z —
Derivative liabilities 7 148
Asset retirement obligatior 29¢€ 282
Other noncurrent liabilitie 15E 12&
Contingent liabilities and commitmer(Note 12)
Equity:
Stockholder equity:
Preferred stock (100 million shares authorizedda®$ par value; no shares issu — —
Common stock (2 billion shares authorized at $@&dvalue; 197 million shares issued at Decembg2@11) 2 —
Additional paic-in-capital 5,457 —
Williams’ net investmen — 4,244
Accumulated other comprehensive inca 21¢ 16¢€
Total stockholder equity 5,67¢ 4,417
Noncontrolling interests in consolidated subsidis 81 72
Total equity 5,75¢ 4,484
Total liabilities and equit $10,43: $9,84¢

See accompanying notes.
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Balance at December 31, 2C
Comprehensive incom
Net income
Other comprehensive inconr
Change in fair value of cash flow hedge
(net of $97 of income ta
Net reclassifications into earnings of net
cash flow hedge gains(net of $226
income tax provision
Total other comprehensive incor
Total comprehensive incon
Net transfers with William
Dividends to noncontrolling interes
Balance at December 31, 2C
Comprehensive incom
Net income
Other comprehensive inconr
Change in fair value of net cash flow
hedges (net of $184 of income t:

Net reclassifications into earnings of cash

flow hedge gain (net of $129 income
tax provision)
Total other comprehensive lc
Total comprehensive lo:
Cash proceeds in excess of historical book vallaged to
assets sold to a Williar' affiliate
Net transfers with William
Dividends to noncontrolling interes
Balance at December 31, 2C
Comprehensive incom
Net loss
Other comprehensive inconr
Change in fair value of net cash flow
hedges (net of $151 of income t:
Net reclassifications into earnings of ca
flow hedge gains (net of $120 incon
tax provision)
Total other comprehensive incor
Total comprehensive lo:
Contribution of Notes Payable to Williams
(Note 4)
Allocation of alternative minimum tax credit (seetN 11’
Net transfers with William
Distribution to Williams a portion of note procee
Recapitalization upon contribution by Williar
Dividends to noncontrolling interes
Stock based compensation, net of tax bel
Balance at December 31, 2C

WPX

Energy, Inc.

Consolidated Statement of Changes in Equity

WPX Energy, Inc., Stockholders

Accumulated

Capital in Other Total
Common - s Comprehensive Stockholders’ Noncontrolling
Williams
Excess o Net
Stock Par Value Investment Income (Loss)* Equity Interest** Total
(Dollars in millions)
$ — $ — $ 5,13¢ $ 29¢ $ 5,43¢ $ 59 $5,49:
— — 134 — 134 6 14C
— — — 16¢ 16¢ — 16¢
— — — (39%) (395 — (399
(226)
(86)
— — (2€) — (16) — (2€)
— — — — — ) @
— — 5,25¢ 72 5,32¢ 64 5,39(
— — (1,29)) — (1,29)) 8 (1,287%)
— — — 321 321 — 321
— — — (225) (225) — (225)
96
(1,189
— — 244 — 244 — 244
37 — 37 — 37
— — 4,24+ 16€ 4,412 72 4,48¢
(302) — (302) 10 (292)
— — — 262 262 — 262
— — — (212 (212 — (211
51
(24))
— — 2,42( — 2,42( — 2,42(
— — 98 — 98 — 98
— — (25) — (25) — (25)
— — (981) — (981) — (981)
2 5,452 (5,459 — — — —

= = = = = @ @
— 5 — — 5 — 5
$ 2 $ 5,457 $ = $ 21¢ $ 5,67¢ $ 81 $5,75¢

* Accumulated other comprehensive income (losspisprised primarily of unrealized gains relatingiedural gas hedges totaling $221 million (net @& million for income taxes),
$169 million (net of $97 million for income taxem)d $74 million (net of $42 million for income ta&jeas of December 31, 2011, 2010 and 2009, respécl
**  Represents the 31 percent interest in Apco Oil@asl International Inc. owned by othe

See accompanying notes.
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WPX Energy, Inc.
Consolidated Statement of Cash Flows

Operating Activities
Net income (loss
Adjustments to reconcile net income (loss) to meshcprovided by operating activitie
Depreciation, depletion and amortizati
Deferred income tax provision (bene
Provision for impairment of goodwill and propertisd equipment (including certain explorat
expenses
Provision for loss on cc-based investmel
Amortization of stoc-based award
(Gain) loss on sales of other ass
Cash provided (used) by operating assets anditiabil
Accounts receivable and paya—Williams
Accounts receivab—trade
Other current asse
Inventories
Margin deposits and customer margin deposit pay
Accounts payab—trade
Accrued and other current liabilitir
Changes in current and noncurrent derivative assetdiabilities
Other, including changes in other noncurrent asseddiabilities
Net cash provided by operating activit
Investing Activities
Capital expenditures
Purchase of busine
Proceeds from sales of ass
Purchases of investmer
Other
Net cash used in investing activiti
Financing Activities
Proceeds from long term de
Payments for debt issuance cc
Net increase in notes payable to Willia
Net changes in Willian’ net investment, including a $981 distribution irlL.2!
Other
Net cash provided by financing activiti
Net increase in cash and cash equival
Cash and cash equivalents at beginning of pe
Cash and cash equivalents at end of pe

* Increase to properties and equipm
Changes in related accounts pays

Capital expenditure

See accompanying notes.
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Years Ended December 31

2011 2010 2009
(Millions)

$ (292) $(1,289) $ 14C
951 882 894
(176) (16€) 10¢
694 1,73¢ 38
— — 11

5 - -

D (22) 1
(10) 21 (72)
(90) 7 102
(12) 19 (17)

3 (16) 24

(18) ) 4
131 (54) (17)
10 (62) (109)

8 (45) 38

2 42 35
1,20¢ 1,05¢€ 1,181
(1,579 (1,856 (1,439
= (94¢) =
15 492 —
(12 (7) )
13 (18) —
(1,55  (2,337) (1,43
1,50z — —
(30 — —
15¢ 1,04% 27C
(777) 241 (16)
15 (@) 2
83¢ 1,284 25€
48¢ 3 2
37 34 32

$ 526 $ 33 $ 3
$(1,647)  $(1,891)  $(1,297)
69 35 (149
$(1,577)  $(1,850  $(1,439)
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WPX Energy, Inc.
Notes to Consolidated Financial Statements

Note 1. Description of Business, Basis of Presenitat, and Summary of Significant Accounting Policies
Description of Business

Operations of our company are located in the UrBides and South America and are organized intod3tic and International
reportable segments.

Domestic includes natural gas development, prodocind gas management activities located in théyRBountain (primarily
Colorado, New Mexico and Wyoming), Mid-Continenefas) and Appalachian regions of the United St&tesspecialize in natural gas
production from tight-sands and shale formatiorns$ @val bed methane reserves in the Piceance, SanBawder River, Green River,
Fort Worth and Appalachian Basins. During 2010,arquired a company with a significant acreage fwosit the Williston Basin (Bakken
Shale) in North Dakota, which is primarily comprdsaf crude oil. Associated with our commodity protion are sales and marketing activities
that include the management of various commaodityragts such as transportation, storage, and detbggvatives coupled with the sale of our
commodity volumes.

International primarily consists of our ownershiplipco Oil and Gas International Inc. (“Apco”, NABD listed: APAGF), an oil and
gas exploration and production company with corioessprimarily in Argentina.

The consolidated businesses represented hereilPXsBNergy, Inc., also referred to herein as “WPXthe “Company”, previously
comprised substantially all of the exploration gmdduction reportable segment of The Williams Conigs, Inc. In these notes, WPX Energy,
Inc. is at times referred to in the first persorf\&® X", “we”, “us” or “our”. The Williams Companies, Inc. and its affiliateglirding Williams
Partners L.P. (WPZ) are at times referred to cbllety as Williams.

On February 16, 2011, Williams announced that d@aré of Directors had approved pursuing a plarefasate Williams’ businesses into
two stand-alone, publicly traded companies. AssalteWPX Energy, Inc. was formed to effect theasagion. In July 2011, Williams
contributed to the Company its investment in cartaibsidiaries related to its domestic exploraéind production business, including its
wholly-owned subsidiaries WPX Energy Holdings, Lf6rmerly Williams Production Holdings, LLC) and \MFEnergy Production, LLC
(formerly Williams Production Company, LLC), as Wa$ all ongoing operations of WPX Energy MarketihgC (formerly Williams Gas
Marketing, Inc.). Additionally, Williams contributeand transferred to the Company its investmeneitain subsidiaries related to its
international exploration and production busingssuding its 69 percent ownership interest in Afic@ctober 2011. We refer to the collec
contributions described herein as the “Contribution

On November 30, 2011, the Board of Directors oflMfihs approved the spin-off of the Company. The-sgf was completed by way of
a pro rata distribution on December 31, 2011 of WiBKimon stock to Williams’ stockholders of recosdadi the close of business on
December 14, 2011, the spin-off record date. Eadlievds’ stockholder received one share of WPX camnrmstock for every three shares of
Williams common stock held by such stockholderlmrecord date. See Note 4 for further discussi@yreements entered at the time of the
spin-off, including a separation and distributiggreement, a transition services agreement, an geplmatters agreement and a tax sharing
agreement, among others.

Basis of Presentation

These financial statements are prepared on a ddaszd basis. Prior to the Contribution, the finahstatements were derived from the
financial statements and accounting records ofi&iils using the historical results of operations laistbrical basis of the assets and liabilities
of the Contribution to WPX.
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WPX Energy, Inc.
Notes to Consolidated Financial Statements—(contirad)

Management believes the assumptions underlyin§irthacial statements are reasonable. However jtla@dial statements included
herein may not necessarily reflect the Companygslits of operations, financial position and casiwf in the future or what its results of
operations, financial position and cash flows wddde been had the Company been a stand-alone ngrdpeng the periods presented.
Because a direct ownership relationship did natgxiior to the Contribution among the various teggithat comprise the Company, Williams’
net investment in the Company, excluding notes lpigyt Williams, has been shown as Williams' neeistment within stockholdes’equity ir
the consolidated financial statements. In connaatiith the Contribution, we have reflected the antepreviously presented as owner’s net
investment in excess of the par value of our comstook as additional paid-in capital. Transactisits Williams’ other operating businesses,
which generally settle monthly, are shown as actoreteivable—Williams or accounts payable—Williafgse Note 4). Other transactions
between the Company and Williams which are not pitthe notes payable to Williams have been idetiin the Consolidated Statement of
Equity as net transfers with Williams (see Note 4).

Discontinued operations

During the first quarter 2011, we initiated a fotmpeocess to pursue the divestiture of our holdimgge Arkoma Basin. As these assets
are currently held for sale, are expected to bmiekted from our ongoing operations, and we doempect to have any significant continuing
involvement, we have reported the results of opmratand financial position of the Arkoma operasi@s discontinued operations.

Additionally, the accompanying consolidated finahstatements and notes include the results ofatipes of Williams’ former power
business most of which was disposed in 2007 asuliseied operations. See Note 12 for a discusdiaomtingencies related to this
discontinued power business.

Unless indicated otherwise, the information in Wates to Consolidated Financial Statements retatesntinuing operations.

Summary of Significant Accounting Policies
Principles of consolidation

The consolidated financial statements include tlo®ants of our wholly and majority-owned subsidtarand investments. Companies in
which we own 20 percent to 50 percent of the votoagmon stock, or otherwise exercise significaffiénce over operating and financial
policies of the company, are accounted for undeeetijuity method. All material intercompany trangatt have been eliminated.

Use of estimates

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States requires
management to make estimates and assumptiondfibettthe amounts reported in the consolidatednfiie statements and accompanying
notes. Actual results could differ from those esti@s.

Significant estimates and assumptions which impeegte financials include:
» Impairment assessments of I-lived assets and goodwi
* Valuations of derivatives
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WPX Energy, Inc.
Notes to Consolidated Financial Statements—(contirad)

» Hedge accounting correlations and probabi
» Estimation of oil and natural gas resen
» Assessments of litigati-related contingencie

These estimates are discussed further throughesi thotes.

Cash and cash equivalents

Our cash and cash equivalents balance includesramptimarily invested in funds with high-qualishort-term securities and
instruments that are issued or guaranteed by tBeddvernment. These have maturity dates of thmahms or less when acquired.

Restricted cash

Restricted cash of our Domestic segment primaglysésts of approximately $19 million in both 201id&010 related to escrow
accounts established as part of the settlemenéignet with certain California utilities and is inded in other noncurrent assets. Included in
the separation and distribution agreement with il are indemnifications requiring us to pay tdllms any net asset (or receive any net
liability) that result upon ultimate resolution thiese matters. See Note 12. Additionally, our lma&ponal segment holds approximately $8
million of restricted cash in 2011 associated wihious letters of credit that is also classifirabther noncurrent assets.

Accounts receivable

Accounts receivable are carried on a gross ba#tis,ne discounting, less the allowance for doub#fttounts. We estimate the allowance
for doubtful accounts based on existing economiimns, the financial conditions of the customansl the amount and age of past due
accounts. Receivables are considered past duk [ifadlyment is not received by the contractual datedPast due accounts are generally written
off against the allowance for doubtful accountsyatter all collection attempts have been exhaudigubrtion of our receivables are from jc
interest owners of properties we operate. Thusnag have the ability to withhold future revenuebdissements to recover any npayment o
joint interest billings

Inventories

All inventories are stated at the lower of costrarket. Our inventories consist of tubular goods mroduction equipment for future
transfer to wells of $40 million in 2011 and $46lion in 2010. Additionally, we have natural gassiorage of $34 million in 2011 and
$31 million in 2010 primarily related to our gasmagement activities. Inventory is recorded ancveld using the weighted average cost
method except for production equipment which igtenspecific identification method. We recognizedér of cost or market writedowns on
natural gas in storage of $10 million in 2011, $ifliom in 2010 and $7 million in 2009.

Properties and equipment

Oil and gas exploration and production activities accounted for under the successful efforts niet@osts incurred in connection with
the drilling and equipping of exploratory wells aapitalized as incurred. If proved reserves atdownd, such costs are charged to explore
expense. Other exploration costs, including geckgind geophysical costs and lease rentals argethto expense as incurred. All costs
related to development wells, including relateddoiciion equipment and lease acquisition costscapéalized when incurred whether
productive or nonproductive.
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Unproved properties include lease acquisition castscosts of acquired unproved reserves. Indilligamgnificant lease acquisition co
are assessed annually, or as conditions warrantmfairment considering our future drilling platise remaining lease term and recent drilling
results. Lease acquisition costs that are not iddally significant are aggregated by prospectewgyaphically, and the portion of such costs
estimated to be nonproductive prior to lease ekpimdas amortized over the average holding peridte estimate of what could be
nonproductive is based on our historical experiearagther information, including current drillindgms and existing geological data.
Impairment and amortization of lease acquisitioste@re included in exploration expense in the Gloted Statement of Operations. A
majority of the costs of acquired unproved researesassociated with areas to which we or otheduarers have identified significant proved
developed producing reserves. Generally, econoegiavery of unproved reserves in such areas isetauypported by actual production or
conclusive formation tests, but may be confirmeaby continuing development program. Ultimate rerg\of unproved reserves in areas v
established production generally has greater piibtyatthvan in areas with limited or no prior drilig activity. If the unproved properties are
determined to be productive, the appropriate rdlatests are transferred to proved oil and gas ptiegeWe refer to unproved lease acquisition
costs and costs of acquired unproved reservesmeved properties.

Other capitalized costs

Costs related to the construction or acquisitiofiedfl gathering, processing and certain othediteas are recorded at cost. Ordinary
maintenance and repair costs are expensed aseadcurr

Depreciation, depletion and amortization

Capitalized exploratory and developmental drillagsgts, including lease and well equipment and gitde development costs are
depreciated and amortized using the units-of-pridnenethod based on estimated proved developezhdilgas reserves on a field basis or
concession basis for our international propertiggrnational concession reserve estimates aréelihio production quantities estimated
through the life of the concession. Depletion afdarcing leasehold costs is based on the unitsaftmtion method using estimated total
proved oil and gas reserves on a field basis.riiag at rates under the units-of-production melblogy, the quantities of proved oil and gas
reserves are established based on estimates maule gologists and engineers.

Costs related to gathering, processing and cesther facilities are depreciated on the straigtg-method over the estimated useful liy

Gains or losses from the ordinary sale or retirdrméproperties and equipment are recorded in ethat included in operating income
(loss).

Impairment of long-lived assets

We evaluate our long-lived assets for impairmenemvlvents or changes in circumstances indicatgyrimanagement’s judgment, that
the carrying value of such assets may not be reablee When an indicator of impairment has occyrveglcompare our management’s
estimate of undiscounted future cash flows atteiblg to the assets to the carrying value of thetads determine whether an impairment has
occurred. If an impairment of the carrying valus bacurred, we determine the amount of the impaitmexognized in the financial stateme
by estimating the fair value of the assets androkeg a loss for the amount that the carrying valxeeeds the estimated fair value.
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Proved properties, including developed and und@eslpare assessed for impairment using estimatecefundiscounted cash flows on a
field basis. If the undiscounted cash flows ars tean the book value of the assets, then a suesegnalysis is performed using discounted
cash flows.

Costs of acquired unproved reserves are assessmapf@irment using estimated fair value determittedugh the use of future
discounted cash flows on a field basis and conisigenarket participants’ future drilling plans.

Judgments and assumptions are inherent in our reareg’s estimate of undiscounted future cash flamdgan asset'’s fair value.
Additionally, judgment is used to determine thehadoility of sale with respect to assets considévedisposal. These judgments and
assumptions include such matters as the estimatioit and gas reserve quantities, risks associatddthe different categories of oil and gas
reserves, the timing of development and productiapected future commaodity prices, capital expemdg, production costs and appropriate
discount rates.

Contingent liabilities

Owing to the nature of our business, we are rolytisgbject to various lawsuits, claims and othercpedings. We recognize a liability in
our consolidated financial statements when we deter that it is probable that a loss has been iedueind the amount can be reasonably
estimated. If we determine that a loss is probbbtdack information on which to reasonably estenatoss, if any, or if we determine that a
loss is only reasonably possible, we do not recagailiability. We disclose the nature of loss aaggncies that are potentially material but for
which no liability has been recognized.

Asset retirement obligations

We record an asset and a liability upon incurresugal to the present value of each expected fatsset retirement obligation (ARO).
These estimates include, as a component of fupected costs, an estimate of the price that d garty would demand, and could expect to
receive, for bearing the uncertainties inhererh&obligations, sometimes referred to as a maidlepremium. The ARO asset is depreciated
in a manner consistent with the depreciation ofuthéerlying physical asset. We measure changémitiability due to passage of time by
applying an interest method of allocation. This amtds recognized as an increase in the carryinguautnof the liability and as a correspond
accretion expense in lease and facility operatikpgease included in costs and expenses.

Goodwill

As a result of significant declines in forward nafugas prices during 2010, we performed an intémpairment assessment of our
goodwill related to our domestic production repagtunit. As a result of that assessment, we redoadempairment of goodwill of
approximately $1 billion and no longer have anydeitl recorded on the consolidated balance shéete® to our domestic operations (see
Note 16).

Judgments and assumptions are inherent in our reareg’s estimate of future cash flows used to detex the estimate of the reporting
unit’s fair value.

Cash flows from revolving credit facilities

Proceeds and payments related to any borrowingsrund credit facilities are reflected in the ficarg activities of the Consolidated
Statement of Cash Flows on a gross basis.

Derivative instruments and hedging activities

We utilize derivatives to manage our commodity @risk. These instruments consist primarily of faticontracts, swap agreements,
option contracts, and forward contracts involvihgr- and long-term purchases and sales of a phiysiergy commodity.

We report the fair value of derivatives, excepttfarse for which the normal purchases and nornies sception has been elected, on
the Consolidated Balance Sheet in derivative assetglerivative liabilities as
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either current or noncurrent. We determine theasurand noncurrent classification based on theninoif expected future cash flows of
individual trades. We report these amounts on agjbasis. Additionally, we report cash collateeakivables and payables with our
counterparties on a gross basis.

The accounting for the changes in fair value obamodity derivative can be summarized as follows:

Derivative Treatment Accounting Method
Normal purchases and normal sales excej Accrual accountiny

Designated in a qualifying hedging relations Hedge accountin

All other derivatives Mark-to-market accountin

We may elect the normal purchases and normal sateption for certain short- and long-term purckas®l sales of a physical energy
commodity. Under accrual accounting, any changterfair value of these derivatives is not refldat@ the balance sheet after the initial
election of the exception.

For many of our existing commodity derivatives, have also designated a hedging relationship. Eerigative to qualify for
designation in a hedging relationship, it must nepetcific criteria and we must maintain appropradgeumentation. We establish hedging
relationships pursuant to our risk management jgglidVe evaluate the hedging relationships atrtbegtion of the hedge and on an ongoing
basis to determine whether the hedging relationishignd is expected to remain, highly effectivadhieving offsetting changes in fair value
cash flows attributable to the underlying risk laefredged. We also regularly assess whether theelddgecasted transaction is probable of
occurring. If a derivative ceases to be or is mykr expected to be highly effective, or if we bed the likelihood of occurrence of the hedged
forecasted transaction is no longer probable, hadgeunting is discontinued prospectively, andriithanges in the fair value of the
derivative are recognized currently in revenuesosts and operating expenses dependent upon tleeyind hedge transaction.

For commodity derivatives designated as a cash lfleglge, the effective portion of the change invailue of the derivative is reported in
accumulated other comprehensive income (loss) (A@fd reclassified into earnings in the period hick the hedged item affects earnings.
Any ineffective portion of the derivative’s chanigefair value is recognized currently in revenu@ains or losses deferred in AOCI associated
with terminated derivatives, derivatives that cetasiee highly effective hedges, derivatives for ethihe forecasted transaction is reasonably
possible but no longer probable of occurring, amshdlow hedges that have been otherwise discadinemain in AOCI until the hedged item
affects earnings. If it becomes probable that tiiedasted transaction designated as the hedgedhitarrash flow hedge will not occur, any
gain or loss deferred in AOCI is recognized in rawes at that time. The change in likelihood isdgjuental decision that includes qualitative
assessments made by management.

Certain gains and losses on derivative instrumiestaded in the Consolidated Statement of Operatame netted together to a single net
gain or loss, while other gains and losses arertep@n a gross basis. Gains and losses recordadenbasis include:

* Unrealized gains and losses on all derivativesdhanot designated as hedges and for which wen@velected the normal
purchases and normal sales excepi

» The ineffective portion of unrealized gains andsésson derivatives that are designated as casthiiolges
» Realized gains and losses on all derivatives gidedinancially;

* Realized gains and losses on derivatives held&dlirig purposes; ar

* Realized gains and losses on derivatives entetachéa pr-contemplated buy/sell arrangeme
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Realized gains and losses on derivatives that reqliysical delivery, as well as natural gas deéisea which are not held for trading
purposes nor were entered into as a pre-contendgbatg'sell arrangement, are recorded on a gross. bageaching our conclusions on this
presentation, we considered whether we act asipahio the transaction; whether we have the reskd rewards of ownership, including credit
risk; and whether we have latitude in establistgriges.

Product revenues

Revenues for sales of natural gas, natural gagligand oil and condensate are recognized wheprturict is sold and delivered.
Revenues from the production of natural gas in grigs for which we have an interest with otherdoicers are recognized based on the actual
volumes sold during the period. Any differencesaistn volumes sold and entitlement volumes, basaxlionet working interest, that are
determined to be nonrecoverable through remainindyztion are recognized as accounts receivabdeayunts payable, as appropriate. Our
cumulative net natural gas imbalance position basecharket prices as of December 31, 2011 and 2@&0insignificant. Additionally, natural
gas revenues include hedge gains realized on priodwsold of $327 million in 2011, $333 million #010 and $615 million in 2009.

Gas management revenues and expenses

Revenues for sales related to gas managementt@stiaie recognized when the product is sold agdipally delivered. Our gas
management activities to date include purchasesalpsequent sales to WPZ for fuel and shrink gees ote 4). Additionally, gas
management activities include the managing of warimatural gas related contracts such as transpaortatorage and related hedges. The
Company also sells natural gas purchased from worikiterest owners in operated wells and other #wied party producers. The revenues
expenses related to these marketing activitiesegrerted on a gross basis as part of gas manageevemues and costs and expenses.

Charges for unutilized transportation capacityudeld in gas management expenses were $37 millia@lit, $48 million in 2010 and
$21 million in 2009.

Capitalization of interest

We capitalize interest during construction on petgevith construction periods of at least three themr a total estimated project cost in
excess of $1 million. The interest rate used ulile 30, 2011 was the rate charged to us by Waligmough June 30, 2011, at which time our
intercompany note with Williams was forgiven (seet&4). We did not capitalize interest for the pdrirom July 1, 2011 to mid November
2011. During November 2011, we began using the ntethaverage rate of our long-term notes payablehahiere issued in November 2011
(see Note 10).

Income taxes

Through the effective date of the spin-off, the @amy’s domestic operations were included in the conat@idiand combined federal ¢
state income tax returns for Williams, except fertain separate state filings. The income tax giowihas been calculated on a separate returr
basis for the Company and its consolidated subsidiaexcept for certain adjustments, such asrat®se minimum tax calculated at the
consolidated level by Williams, for which the ultwe expected benefit to the Company could not beriéned until the date of
deconsolidation. This allocation methodology resintthe recognition of deferred assets and ligddlifor the differences between the financial
statement carrying amounts and their respectivéaais, except to the extent of deferred taxesicone considered to be permanently
reinvested in foreign jurisdictions. Deferred tasets and liabilities are measured using enackedites for the years in which those temporary
differences are expected to be recovered or settled
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Effective with the spin-off, certain state and feddeax attributes (primarily alternative minimuaxtcredits) have been allocated between
Williams and the Company. Although the final allboa of these tax attributes cannot be determinei the consolidated tax returns for tax
year 2011 are complete, which is expected in thid tuarter of 2012, an estimate of the tax attébuwallocated to the Company has b
recorded in the 2011 financial statements as gaheoContribution.

Employee stock-based compensation

Until spin-off, certain employees providing diresetrvice to us participated in Williams’ common-$tdmsed awards plans. The plans
provided for Williams common-stock-based awardbdth employees and Williams’ non-management diractbhe plans permitted the
granting of various types of awards including, bot limited to, stock options and restricted staoks. Awards were granted for no
consideration other than prior and future servirelsased on certain financial performance targets.

Until spin-off, Williams charged us for compensatiexpense related to stock-based compensation s\geadted to our direct
employees. Stock based compensation was also aocemipof allocated amounts charged to us by Wilidon general and administrative
personnel providing services on our behalf.

In preparation for the spin-off, Williams’ Competisa Committee determined that all outstanding \afilis equity-based compensation
awards, whether vested or unvested, other thataoulisig options issued prior to January 1, 2006-@06 Options) would convert into
awards with respect to shares of common stockeo€ttimpany that continues to employ the holder fatg the spin-off. The Pr@d06 Option
were converted into options covering both Williaamsl WPX common stock. The number of shares unaerlgach award and, with respect to
options, the per share exercise price of each awelnd has been adjusted to maintain, on a postedpbasis, the pre-spioff intrinsic value of
such awards.

Stock options are valued at the date of award, lwtlaes not precede the approval date, and compamsast is recognized on a straight-
line basis, net of estimated forfeitures, overrgquisite service period. The purchase price paresfor stock options may not be less than the
market price of the underlying stock on the datgraht. Stock options generally become exercisaide a three-year period from the date of
grant and can be subject to accelerated vesticgrtin future stock prices or specific financiatprmance targets are achieved. Stock options
generally expire ten years after the grant.

Restricted stock units are generally valued at etarklue on the grant date and generally vest ihwee years. Restricted stock unit
compensation cost, net of estimated forfeituregeigerally recognized over the vesting period straight-line basis.

Foreign exchange

Translation gains and losses that arise from exgaate fluctuations applicable to transactionsd@nated in a currency other than the
United States dollar are included in the resultepdrations as incurred.

Earnings (loss) per common share

Basic earnings (loss) per common share is basdideosum of the weighted-average number of commarestoutstanding and vested
restricted stock units. Diluted earnings (loss) @enmon share includes any dilutive effect of stopkons and nonvested restricted stock u
unless otherwise noted. The impact of our stoakaisse has been given effect to all periods prede(gee Note 6).
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Accounting Standards Issued But Not Yet Adopted

In June 2011, the FASB issued Accounting Standdpmttate No. 2011-5, “Comprehensive Income (Topic) Zx@sentation of
Comprehensive Income” (ASU 2011-5). ASU 2011-5 nexpupresentation of net income and other compgherncome either in a single
continuous statement or in two separate, but canisec statements. ASU 2011-5 requires separateptation in both net income and other
comprehensive income of reclassification adjustsémtitems that are reclassified from other corhpresive income to net income. The new
guidance does not change the items reported im otmeprehensive income, nor affect how earningsshare is calculated and presented. We
currently report net income in the Consolidatede3teent of Operations and reports other compreherisoome in the Consolidated Statement
of Equity. In December 2011, The FASB issued ActimgnStandards Update No. 2011-12, “Comprehensigerhe (Topic 220) Deferral of
the Effective Date for Amendments to the Presemmatif Reclassifications of Items Out of Accumula@ither Comprehensive Income in
Accounting Standards Update No. 2011-05" (ASU 202}1-ASU 2011-12 defers the effective date for ahly presentation requirements
related to reclassifications in ASU 2011-5. Durthig deferral period, ASU 2011-12 states that waughcontinue to report reclassifications
out of accumulated other comprehensive income stargi with the presentation requirements in efiedore ASU 2011-05. All other
requirements in ASU 2011-05 are not affected by A28W1-12, including the requirement to report coshpnsive income either in a single
continuous financial statement or in two separatecbnsecutive financial statements. Both ASU’sedfective beginning the first quarter of
2012, with retrospective application to prior pesoWe will apply the new guidance for both ASUgihaing in 2012.

Note 2. Restatement of Prior Periods

We have determined that we did not appropriatetyide for deferred federal income taxes on theidetbasis differences of a foreign
equity investee for the years ended December 310 26d 2009. As a result, our provision (benefit)ifcome taxes was understated and our
net income from continuing operations was overdtaie$1 million and $2 million for the years end@ecember 31, 2010 and 2009,
respectively, our deferred income tax liability waslerstated by $16 million at December 31, 20dDaur net equity was overstated by $16
million, $15 million and $13 million at December,31010, 2009 and 2008, respectively. This restat¢@so adjusted downward our earnings
per share attributable to WPX Energy, Inc. by $tDé&ach of the years ended December 31, 2010 &0@l Based on guidance set forth in Staff
Accounting Bulletin No. 99;Materiality” and in Staff Accounting Bulletin No. 108 onsidering the Effects of Prior Year Misstatensent
when Quantifying Misstatements in Current Year Rgial Statements,(“SAB 108”), we have determined that these amounts are immlaiz
each of the periods affected and, therefore, waatreequired to amend our previously filed finahGtatements. We have adjusted our
previously reported results for the years endecebBer 31, 2010 and 2009 for these amounts.

Note 3. Discontinued Operations
Summarized Results of Discontinued Operations

2011 2010 2009
(Millions)

Revenue! $ 13 $ 16 $ 17
Loss from discontinued operations before impairmegdin on sale and incor

taxes $ @3 $(13) $(11)
Impairments — —

(29

Benefit for income taxe 12 5 4
Loss from discontinued operatio $(20) $ (8 $ ()
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Impairments in 2011 reflect write-downs to estirsatéfair value less costs to sell the assets pAokoma Basin operations that were
classified as held for sale as of December 31, 20his nonrecurring fair value measurement, whallsfwithin Level 3 of the fair value
hierarchy, utilized a probability-weighted discoemhtcash flow analysis that was based on interrsil flaw models.

The assets of our discontinued operations arefgigntly less than one percent of our total asastsf December 31, 2011 and 2010 and
are reported in other assets and other noncurssets respectively on our Consolidated BalancetShebilities of our discontinued
operations are insignificant for these periods.

Note 4. Transactions with Williams

During the fourth quarter of 2011, the Contributanmd recapitalization of the Company was completdaireby common stock held by
Williams converted into approximately 197 milliohases of WPX common stock. We also entered inteeagents with Williams in connecti
with our separation from Williams. These agreemarthide:

* A Separation and Distribution agreement for, amatingr things, the separation from Williams anddrstribution of WPX
common stock, the distribution of a portion of tiet proceeds from the debt financing as well aseagents between us and
Williams, including those relating to indemnificati;

» Atax sharing agreement, providing for, among othergs, the allocation between Williams and WP Xeaferal, state, local and
foreign tax liabilities for periods prior to thestlibution and in some instances for periods dfterdistribution:

* An employee matters agreement discussed below
» Atransition services agreement discussed be

Personnel and related services

As previously discussed, our domestic operationgwentributed to WPX Energy, Inc. on July 1, 20@h. June 30, 2011, certain enti
that were contributed to us on July 1, 2011 witldfem the Williams’ benefit plans and terminat&éeit personnel services agreements with
Williams’ payroll companies. Simultaneously, twoamnadministrative service entities owned and cotetbby Williams executed new
personnel services agreements with the payroll emieg and joined the Williams plans as participahite effect of these transactions is that
none of the companies contributed to WPX Energjuime 2011 had any employees. Through Decembe03Q, these service entities
employed all personnel that provided services ¢oGbmpany and remained owned and controlled byiaiil.

In connection with the spin-off, we entered intoEanployee Matters Agreement with Williams that feeth our agreements with
Williams as to certain employment, compensation lzenkfits matters. The Employee Matters Agreementiges for the allocation and
treatment of assets and liabilities arising outmiployee compensation and benefit programs in wiictemployees participated prior to
January 1, 2012. In connection with the spin-of, provided benefit plans and arrangements in whiochemployees will participate going
forward. Generally, other than with respect to ggoompensation (discussed below), from and atieodry 1, 2012, we will sponsor and
maintain employee compensation and benefit progratating to all employees who transferred to ssfiwilliams in connection with the
spinoff through the contribution of two newly edtabed service entities that employees of Willianese moved to prior to the spinoff. The
Employee Matters Agreement provides that Willianib remain solely responsible for all liabilitiesxder The Williams Companies Pension
Plan, The Williams Companies Retirement Restorddilam and The Williams Companies Investment Plas.Rllo assets and/or liabilities
under any of those plans will be transferred towusur benefit plans and our employees ceasedeagéxticipation in those plans as of
January 1, 2012. At December 31, 2011,
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certain paid time off accruals approximating $18ion were transferred from Williams to us and egflected in accrued liabilities.
Additionally, while we have been charged for thessts, Williams remains responsible for any bormmasunts to be paid to our employees for
the 2011 year which are currently estimated to & illion.

All outstanding Williams equity awards (other thetnck options granted prior to January 1, 2006J bglour employees as of the spin-
off were converted into WPX equity awards, issuatspant to a plan that we established. See NotilXtdition, outstanding Williams stock
options that were granted prior to January 1, 2ibheld by our employees and Williams’ other erppés as of the date of the spin-off were
converted into options to acquire both WPX commtoclsand Williams common stock, in the same praporas the number of shares of
WPX common stock that each holder of Williams commstock received in the spin-off. The conversionntaned the same intrinsic value as
the applicable Williams equity award as of the d&tthe conversion.

Until the spin-off, Williams charged us for the paly and benefit costs associated with operationpleyees (referred to as direct
employees) and carried the obligations for manyleyge-related benefits in its financial statememmtsluding the liabilities related to
employee retirement and medical plans. Our shatieasie costs was charged to us through affilidliedg and reflected in lease and facility
operating and general and administrative withirtsasd expenses in the accompanying Consolidastdrént of Operations.

In addition, Williams charged us for certain emm@eyg of Williams who provide general and adminigteaservices on our behalf
(referred to as indirect employees). These changes either directly identifiable or allocated tar @perations. Direct charges included goods
and services provided by Williams at our requefibdated general corporate costs were based oretative usage of the service or on a three-
factor formula, which considers revenues; properied equipment; and payroll. Our share of direcegal and administrative expenses and
our share of allocated general corporate expenasgeflected in general and administrative expé@nsiee accompanying Consolidated
Statement of Operations. In management'’s estimatienallocation methodologies used are reasorsatglgesult in a reasonable allocation to
us of our costs of doing business incurred by Afilis.

We have entered into a transition services agreewigm Williams under which Williams will provideotus, upon our request and on an
interim basis, various corporate support servicgsasquent to the spin-off. These services consrstmlly of the services that have been
provided to us on an intercompany basis prior osghin-off. These services relate to;

* treasury service!

» finance and accountini

o tax;

* internal audit

* investor relations

» payroll and human resource administrati
» information technology

* legal and government affait

» insurance and claims administratic
* records managemer

» real estate and facilities managem
e sourcing and procurement; a

* mail, print and other office service
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Pursuant to the transition services agreementjaii8 will provide certain services for up to onawyafter the spin-off. Williams will
provide the services and we will pay Williams’ cgdhcluding Williams’ direct and indirect adminiative and overhead charges allocated in
accordance with Williams’ regular and consistertoamting practices. The transition services agregmmay be terminated by either us or
Williams upon 60 days notice after the spin-offabiidition, Williams may immediately terminate arfittte services it provides under the
transition services agreement if it determines thatprovision of such services involves certainfiicts of interest between Williams and us or
would cause Williams to violate applicable law.

Other arrangements with Williams or its affiliates

We also have operating activities with WPZ and heoWilliams subsidiary. Our revenues include rexenfrom the following types of
transactions:

» Sales of natural gas liquids (NGLSs) related tonaduction to WPZ at market prices at the timeadé nd included within our ¢
and gas sales revenues; i

* Sales to WPZ and another Williams subsidiary ofiredtgas procured by WPX Energy Marketing for thosmpanies’ fuel and
shrink replacement at market prices at the timsatd and included in our gas management reve

Our costs and operating expenses include the folpwservices provided by WPZ:

» Gathering, treating and processing services urglaral contracts for our production primarily iret8an Juan and Piceance Bas
and

» Pipeline transportation for both our oil and gdesand gas management activities which includestitments totaling
$401 million (see Note 12 for capacity commitmenith affiliates).

In addition, through an agency agreement, we matkaggirisdictional merchant gas sales for Tran8oental Gas Pipe Line Company
LLC (Transco), an indirect, wholly owned subsidi@afyWPZ. We are authorized to make gas sales ons€cés behalf in order to manage its
gas purchase obligations. We receive all margiss@ated with jurisdictional merchant gas salesrass and, as Transco’s agent, assume all
market and credit risk associated with such sées.sales and purchases related to our managefitbate jurisdictional merchant gas sales
are included in gas management revenues and expeaspectively, in the Consolidated Statementpdr@ions and the margins we realized
related to these activities totaled less than $iliomiin each of the years ended December 31, 22210 and 2009. We have signed an
agreement with Williams under which these contradlisbe assigned to them in the near term.

During fourth-quarter 2010, the Company sold cartgithering and processing assets in ColoradosaRae Basin (the Piceance Sale)
with a net book value of $458 million to WPZ, artignhunder the common control of Williams, in excige for $702 million in cash and 1.8
million WPZ limited partner units. As the CompanmydaWPZ were under common control at that time, @io gvas recognized on this
transaction in the Consolidated Statement of Oersit Accordingly, the $244 million difference bet®n the cash consideration received and
the historical net book value of the assets has befiected in the Consolidated Statement of Edfaitythe year ended December 31, 2010.
Since the WPZ units received in this transactionheyCompany were intended to be (and were, asideddelow) distributed through a
dividend to Williams, these units (as well as the ¢ffects associated with these units of $42 om)lhave been presented net within equity and
are included in net transfers with Williams in 20E@irther, as a result of the limitations on thenPany’s ability to sell these units and the
subsequent dividend to Williams, no gains on tHaevaf the common units during the holding perieddrbeen recognized in the Consolid:
Statement of Operations. In conjunction with theeBnce Sale, we entered into long-term contradcts WPZ for gathering and processing of
our natural gas production in the area. Due tatminuation of significant direct cash flows reldtto these assets, historical operating results
of these assets have been presented in the CaxtedliStatement of Operations as continuing operafiar periods prior to the sale. In
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March 2011, the 1.8 million WPZ units and relatexl basis were distributed via dividend to Williams.

We have managed a transportation capacity corfor8YPZ. To the extent the transportation is ndiyfutilized or does not recover full-
rate demand expense, WPZ reimburses us for theesepiortation costs. These reimbursements to uedaapproximately $11 million,
$10 million and $9 million for the years ended Dmber 31, 2011, 2010 and 2009, respectively, anihaheded in gas management revenues.
We have signed an agreement with WPZ under whiesetlcontracts will be assigned to them in the tezar.

WPZ periodically entered into derivative contragith us to hedge their forecasted NGL sales andrabgias purchases. We entered into
offsetting derivative contracts with third partiesequivalent pricing and volumes. These contratdncluded in derivative assets and
liabilities on the Consolidated Balance Sheet atddaber 31, 2010. No contracts existed at Decenthe2@BL1.

Prior to December 1, 2011 we participated in WhiliEacentralized approach to cash management arishéimeing of its businesses. Daily
cash activity from our domestic operations wasdfamed to or from Williams on a regular basis ara recorded as increases or decreases in
the balance due under unsecured promissory notésavén place with Williams through June 30, 20dtlwhich time the notes were cancelled
by Williams. The amount due to Williams at the tiofecancellation was $2.4 billion and is reflectedan increase in owner’s net investment.
Through fourth-quarter 2011, an additional $163iorilwas cancelled and reflected as an increasgvirer’'s net investment. The notes
reflected interest based on Williams’ weighted agercost of debt and such interest was added nyaotkthe note principle. The interest rate
for the notes payable to Williams was 8.08%, 8.G8% 8.01% at June 30, 2011, December 31, 2010G0®] Pespectively.

Under Williams’ cash-management system, certaih easounts reflected negative balances to the eglmtks written had not been
presented for payment. These negative amountsseel obligations and were reclassified to aceopayable-affiliate. Accounts payable-
affiliate includes approximately $38 million of #®negative balances at December 31, 2010. On ecem2011, we initiated our own cash
management system as we beganfseifling our operations. To the extent that certaish accounts reflect negative balances, thataildiyis
reflected within our external accounts payable.

On August 25, 2011, we entered into a 10.5 yeaeléar our present headquarters office with Willkafeadquarters Building Company,
a direct subsidiary of Williams. We estimate thewa rent payable by us under the lease to be appately $4 million per year.

Below is a summary of the transactions with Willgor its affiliates discussed above:

2011 2010 2009
(Millions)
Product revenu—sales of NGLs to WP. $25¢ $277 $11€
Gas management revenues—sales of natural gasdicairid shrink to WPZ and
another Williams subsidial 58€ 50¢ 431
Lease and facility operating expenses from Willi-direct employee salary ai
benefit cost: 21 23 23
Gathering, processing and transportation expeose $ervices with WPz
Gathering and processil 29¢ 163 72
Transportatior 44 25 28
General and administrative from Willian
Direct employee salary and benefit cc 111 10z 10C
Charges for general and administrative serv 62 58 60
Allocated general corporate co 62 64 63
Other 16 12 13
Interest expense on notes payable to Willii 96 11¢ 92

99



Table of Contents

WPX Energy, Inc.
Notes to Consolidated Financial Statements—(contirad)

In addition, the current amount due to or fromlifies consists of normal course receivables agdlgas resulting from the sale of
products to and cost of gathering services provide®/PZ. Below is a summary of these payables andivables and other assets and
liabilities with Williams and its affiliates:

December 31

2011 2010
(Millions)
Current:
Accounts receivable
Due from WPZ and another Williams subsidi $ 62 $ 60
Other noncurrent ass—Due from Williams $ 11 $ —
Accounts payable
Due to WPZ $ 35 $ 12
Due to Williams for cash overdre — 38
Due to Williams for accrued payroll and bene 10 14
Due to Williams for administrative expens 14 —
$ 59 $ 64
Noncurrent liability to Williams $ 48 $ —

Note 5. Investment Income and Other
Investment income

Years Ended December 31

2011 2010 2009
(Millions)

Equity earning: $ 24 $ 2C $ 18

Impairment of co-based investmel — — (11)

Other 2 1 1

Total investment income and ott $ 26 $ 21 $ 8

Impairment of cost-based investment in 2009 reflect $11 million full impairment of our 4 percentdrest in a Venezuelan corporation
that owns and operates oil and gas activities inézeela.

Investments
December 31,
2011 2010
(Millions)
Petrolera Entre Lomas S—40.8% $ 90 $ 82
Other 35 23
$ 12t $ 10t

Petrolera Entre Lomas S.A. operates several dewgapconcessions in South America. Other is cora@rig investments in
miscellaneous gas gathering interests in the UrSitates.

Dividends and distributions received from compamiesounted for by the equity method were $17 nnillio2011, $19 million in 2010
and $9 million in 2009.
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Note 6. Earnings (Loss) Per Common Share from Comtuing Operations

Years Ended December 31,

2011 2010 2009
(Millions, except per-share
amounts)
Income (loss) from continuing operations attriblgaio WPX Energy, Inc
available to common stockholders for basic andedwearnings (loss)
per common shat $ (282) $(1,287) $ 141
Basic weighte-average share 197.1 197.1 197.]
Diluted weighte-average share 197.1 197.1 197.1
Earnings (loss) per common share from continuingraons;
Basic $(1.49) $ (6.5)) $ 0.71
Diluted $(1.49) $ (6.5)) $ 0.71

On December 31, 2011, 197.1 million shares of ommon stock were distributed to Williams’ shareleoklin conjunction with our
spin-off. For comparative purposes, and to progigeore meaningful calculation for weighted aversiggres, we have assumed this amount of
common stock to be outstanding as of the beginofreach period presented in the calculation ofdagighted average shares.

For 2011 approximately 2.9 million weighted-averagavested restricted stock units and 1.2 milligrighted-average stock options
have been excluded from the computation of dile@achings per common share as their inclusion wbeldntidilutive to our loss from
continuing operations attributable to WPX Energn,.IFor 2010 and 2009 these amounts are not getesspective effect to the calculation.

Note 7. Asset Sales, Impairments, Exploration Expeses and Other Accruals

The following table presents a summary of significgains or losses reflected in impairment of paddg properties and costs of acqui
unproved reserves, goodwill impairment and othertwithin costs and expenses. These significantstidjents are associated with our
domestic operations.

Years Ended December 31,

2011 2010 2009
(Millions)

Goodwill impairment $ — $1,00¢ $ —

Impairment of producing properties and costs ofli&reql unproved reserves 547 67¢ 15

Penalties from early release of drilling rigs irdsd in other (income) exper—net — — 32

(Gain) loss on sales of other as: (D) (22 1

* Excludes unproved leasehold property impairmengréimation and expiration included in exploratiotpenses
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As part of our assessment for impairments primaabulting from declining forward natural gas psaiiring the fourth quarter 2011, we
recorded a $276 million impairment of proved pradgmil and gas properties in the Powder Riverasid a $180 million impairment in
Barnett Shale (see Note 16). Additionally, we releora $91 million impairment of our capitalized tcosacquired unproved reserves in the
Powder River.

As a result of significant declines in forward rmailugas prices during 2010, we performed an impamnassessment of our capitalized
costs related to goodwill and domestic producingpprties. As a result of these assessments, wedestan impairment of goodwill, as noted
above, and impairments of our capitalized costseafain natural gas producing properties in thenBarShale of $503 million and capitalized
costs of certain acquired unproved reserves ifPtbeance Highlands acquired in 2008 of $175 mil(see Note 16).

We recorded a $15 million impairment in 2009 redatie costs of acquired unproved reserves resuitorg a 2008 acquisition in the
Fort Worth basin (see Note 16).

Our impairment analyses included an assessmemdigaounted (except for the costs of acquired wgnaeserves) and discounted
future cash flows, which considered informationadté¢d from drilling, other activities and naturalsyeserve quantities.

In July 2010, we sold a portion of gathering anacpssing facilities in the Piceance basin to atparty for cash proceeds of $30 million
resulting in a gain of $12 million. The remainingrfion of the facilities was part of the Piceane¢eSsee Note 4). Also in 2010, we exchanged
undeveloped leasehold acreage in different arethsanthird party resulting in a $7 million gain.

The following presents a summary of explorationemnges:

Years Ended December 31

2011 2010 2009
(Millions)
Geologic and geophysical co: $ 18 $ 22 $ 33
Dry hole costt 13 17 11
Unproved leasehold property impairment, amortizatiod
expiration 103 34 10
Total exploration expens $ 134 $ 73 $ 54

Dry hole costs in 2011 include an $11 million dojéhexpense in connection with a Marcellus Shalk iw€olumbia County,
Pennsylvania, while 2010 and 2009 reflect dry ledeense associated primarily with wells in the Baxebasin.

Unproved leasehold impairment, amortization andrexipn in 2011 includes a $50 million write-off tfasehold costs associated with
certain portions of our Columbia County acreagBénnsylvania.
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Note 8. Properties and Equipment
Properties and equipment is carried at cost andistsnof the following:

Estimated
December 31,
Useful
Life (a)
(Years) 2011 2010
(Millions)
Proved propertie (b) $ 9,98t $ 9,82:
Unproved propertie (©) 1,55¢ 1,89:
Gathering, processing and other facilit 15-25 181 11¢
Construction in progres (c) 692 602
Other 3-25 99 127
Total properties and equipment, at c 12,51: 12,56«
Accumulated depreciation, depletion and amortize (4,03¢) 4,11F)
Properties and equipme—net $ 8,47¢ $ 8,44¢

() Estimated useful lives are presented as of DeceBhe2011
(b) Proved properties are depreciated, depleted andtiaewusing the uni-of-production method (see Note
(c) Unproved properties and construction in progressat yet subject to depreciation and deplet

Unproved properties consist primarily of non-proidgdeasehold in the Williston Basin (Bakken Shae)l the Appalachian Basin
(Marcellus Shale) and acquired unproved reservéseifPowder River and Piceance Basins.

On December 21, 2010, we closed the acquisitiakD08fpercent of the equity of DakaBae&P Company LLC for $949 million, includil
closing adjustments. This company held approxinga8Bl800 net acres on the Fort Berthold Indian Reg®n in the Williston Basin of North
Dakota. Approximately 85% of the acreage was unidgesl. Approximately $400 million of the purchasee was recorded as proved
properties, $542 million as unproved propertiediniproperties and equipment and $5 million of pidmrilling costs (no significant working
capital was acquired). Revenues and earnings éoathuired company were nominal and thus insigaifitco us for the years ended
December 31, 2010 and 2009.

As discussed in Note 4 in 2010, the Company sathicegathering and processing assets in Colordéigsance Basin with a net book
value of $458 million to WPZ.

In May 2010, we entered into a purchase agreenursisting primarily of non-producing leasehold agre in the Appalachian Basin and
a 5 percent overriding royalty interest associatéh the acreage position for $599 million.

Construction in progress includes $113 million @12 and $142 million in 2010 related to wells l@chin Powder River. In order to
produce gas from the coal seams, an extended pafridelvatering is required prior to natural gasdmation.

In 2009, we adopted Accounting Standards Update2R0-03, which aligned oil and gas reserve estimatnd disclosure requirements
to those in the Securities and Exchange Commissiimél rule related thereto. Accordingly, our fhuquarter 2009 depreciation, depletion
amortization expense was approximately $17 miltimre than had it been computed under the priorireegents.
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Asset Retirement Obligations

Our asset retirement obligations relate to prodyeiells, gas gathering well connections and reléeiities. At the end of the useful li
of each respective asset, we are legally obligtteuug producing wells and remove any relatedasagfequipment and to cap gathering well
connections at the wellhead and remove any refatdlity surface equipment.

A rollforward of our asset retirement obligation foe years ended 2011 and 2010 is presented below.

2011 2010
(Millions)

Balance, January $28t $242
Liabilities incurred during the peric 23 43
Liabilities settled during the peric 2 2
Liabilities associated with assets s — (22
Estimate revision (29 3
Accretion expense 20 21
Balance, December : $302 $28E
Amount reflected as curre $ 6 $ 3

* Accretion expense is included in lease and faddjigrating expense on the Consolidated StatemeDpefations

Estimate revisions in 2011 are primarily associatét changes in anticipated well lives and plug abandonment costs.

Note 9. Accrued and other current liabilities
Accrued and other current liabilities

December 31,

2011 2010
(Millions)

Taxes other than income tax $ 79 $ 76
Customer margin deposi 7 25
Accrued interes 13 1
Compensation and benefit related accri 13 —
Other, including other loss contingenc _ 74 __ 56

$18¢€ $15€

Prior to the spin-off, employee compensation antefieaccruals were obligations of Williams withetexpense related to compensation

allocated to us through affiliate charges.
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Note 10. Debt and Banking Arrangements
In connection with our separation from Williams, issued $1.5 billion face value Senior Notes alo¥a:

December 31

2011 2010
(Millions)
5.250% Senior Notes due 20 $ 40C $—
6.000% Senior Notes due 20 1,10C —
Other 3 —
$1,50: $—

Senior Notes

The Notes were issued under an indenture betweandi$he Bank of New York Mellon Trust Company, N.&s trustee. The net
proceeds from the offering of the Notes were apipnexely $1.481 billion after deducting the initirchasers’ discounts and our offering
expenses. We retained $500 million of the net prdsdrom the issuance of the Notes and distribilitedemainder of the net proceeds frorr
issuance of the Notes, approximately $981 milltor\Villiams in connection with the Contribution.

Optional RedemptionWe have the option, prior to maturity, in the caéhe 2017 notes, and prior to October 15, 20#iich is the dat
that is three months prior to the maturity datéhef 2022 notes), in the case of the 2022 noteedmem all or a portion of the Notes of the
applicable series at any time at a redemption @igel to the greater of (i) 100% of their prin¢igenount and (ii) the discounted present value
of 100% of their principal amount and remainingestiied interest payments, in either case plus adaand unpaid interest to the redemption
date. We also have the option at any time on er &ttober 15, 2021, to redeem the 2022 noteshieror in part, at a redemption price ec
to 100% of their principal amount, plus accrued angaid interest thereon to the redemption date.

Change of ControlIf we experience a change of control (as defimetthé indenture governing the Notes) accompanied tating
decline with respect to a series of Notes, we rofist to repurchase the Notes of such series &tléfitheir principal amount, plus accrued
and unpaid interest.

Covenants.The terms of the indenture restrict our abilityl @hne ability of our subsidiaries to incur additbindebtedness secured by
liens and to effect a consolidation, merger or sékubstantially all our assets. The indenture agjuires us to file with the trustee and the
SEC certain documents and reports within certane fimits set forth in the indenture. However, thémitations and requirements will be
subject to a number of important qualifications ardeptions. The indenture does not require theteénce of any financial ratios or
specified levels of net worth or liquidity.

Events of DefaultEach of the following is an “Event of Default” werdthe indenture with respect to the Notes of amies:

(1) a default in the payment of interest on thedsathen due that continues for 30 days;

(2) a default in the payment of the principal ooy premium, if any, on the Notes when due ar thtated maturity, upon redemption, or
otherwise;

(3) failure by us to duly observe or perform anlgestof the covenants or agreements (other tham ttiescribed in clause (1) or
(2) above) in the indenture, which failure contisdier a period of 60 days, or, in the case of #porting covenant under the indenture,
which failure continues for a period of 90 dayseaf
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the date on which written notice of such failurs baen given to us by the trustee; provided, howehat if such failure is not capable of
cure within such 60-day or 90-day period, as theeaaay be, such 60-day or 90-day period, as thernay be, will be automatically
extended by an additional 60 days so long as ¢ $ailure is subject to cure and (ii) we are usingmercially reasonable efforts to cure
such failure; and

(4) certain events of bankruptcy, insolvency orgemization described in the indenture.

Registration Rights Agreeme#ts part of the new issuance, we entered into ategion rights agreement whereby we agree to tdfer
exchange the notes for a new issue of substanitkghtical notes registered under the Securitieisof3933, as amended, within 180 days fi
closing and to use commercially reasonable eftortsause the registration statement to be deckffedtive within 270 days after closing and
to consummate the exchange offer within 30 busidegs after such effective date. We are requirgduide a shelf registration statement to
cover resales of the notes under certain circurnsgarnf we fail to fulfill these obligations, adidibal interest will accrue on the affected
securities until we have successfully registeredsécurities.

Credit Facility Agreement

During 2011 we entered into a new $1.5 billion fixegar senior unsecured revolving credit facilityesgment (the “Credit Facility
Agreement”). Under the terms of the Credit Facifiyreement and subject to certain requirementsnag request an increase in the
commitments of up to an additional $300 milliondither commitments from new lenders or increasednsitments from existing lenders.
Borrowings may be used for working capital, acdiges, capital expenditures and other general catpgurposes. At December 31, 2011
there was no outstanding balance under the Creditify Agreement.

The Credit Facility Agreement became effective mvémber 1, 2011. Also, on November 1, 2011 we tesueid our existing unsecured
credit agreement which had served to reduce magginirements and transaction fees related to hgdwitivities. All outstanding hedges
under the terminated agreement were transferradwoagreements with various financial institutitimst also participate in the new credit
facility. We nor the participating financial ingtttons are required to provide collateral suppeldted to hedging activities under the new
agreements.

Interest on borrowings under the Credit Facilityrégment will be payable at rates per annum equaltine option of WPX Energy: (1
fluctuating base rate equal to the Alternate Baste Rlus the Applicable Rate, or (2) a periodiefixate equal to LIBOR plus the Applicable
Rate. The Alternate Base Rate will be the highe&) the federal funds rate plus 0.5 percent,tig Prime Rate, and (iii) one-month LIBOR
plus 1.0 percent. The Applicable Rate changes aBpgron which interest rate WPX selects and WPXéslit rating. Additionally, WPX
Energy will be required to pay a commitment feedolagn the unused portion of the commitments urtdeCredit Facility Agreement.

Under the Credit Facility Agreement, prior to ttecorrence of the Investment Grade Date (as defiedmlv), we will be required to
maintain a ratio of net present value of projedtedre cash flows from proved reserves to Const#idldndebtedness (each as defined in the
Credit Facility Agreement) of at least 1.50 to 1.8@t present value is determined as of the ergholfi fiscal year and reflects the present
value, discounted at 9 percent, of projected futaigh flows of domestic proved oil and gas resefstesh cash flows adjusted to reflect the
impact of hedges, our lenders’ commodity price dasts, and, if necessary, including only a portibour reserves that are not proved
developed producing reserves). Additionally, theraf debt to capitalization (defined as net wasths debt) will not be permitted to be gre
than 60%. Beginning December 31, 2011, each o&llwze ratios will be tested at the end of eaclafigunarter. We were in compliance with
our debt covenant ratios as of December 31, 20i/&stment Grade Date means the first date on whictong-
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term senior unsecured debt ratings are BBB- oebbit S&P or Baa3 or better by Moody’s (without atdge outlook or negative watch),
provided that the other of the two ratings is asteBB+ by S&P or Bal by Moody’s.

The Credit Facility Agreement contains customagresentations and warranties and affirmative, megaind financial covenants which
were made only for the purposes of the Credit Fgagreement and as of the specific date (or datesforth therein, and may be subject to
certain limitations as agreed upon by the contnggparties. The covenants limit, among other thittgs ability of our subsidiaries to incur
indebtedness, make investments, loans or advandesrger into certain hedging agreements; ourtgltdimerge or consolidate with any
person or sell all or substantially all of our dsge any person, enter into certain affiliate sagtions, make certain distributions during the
continuation of an event of default and allow mialeshanges in the nature of our business. In anidithe representations, warranties and
covenants contained in the Credit Facility Agreetmeay be subject to standards of materiality ajpplie to the contracting parties that differ
from those applicable to investors.

The Credit Facility Agreement includes customargres of default, including events of default reigtto non-payment of principal,
interest or fees, inaccuracy of representationsaardanties in any material respect when made @nweemed made, violation of covenants,
cross payment-defaults, cross acceleration, batdywgmd insolvency events, certain unsatisfied fuelgts and a change of control. If an event
of default with respect to us occurs under the (Cfeakility Agreement, the lenders will be able¢éominate the commitments and accelerat
maturity of any loans outstanding under the CrEdlitility Agreement at the time, in addition to #wercise of other rights and remedies
available.

Letters of Credil

In addition to the Notes and Credit Facility Agream) WPX has executed three bilateral, uncomml&tdr of credit (“LC”) agreements.
These LC agreements provide WPX the ability to mvagibus contractual requirements and incorpoei@d similar to those found in the
Credit Facility Agreement. At December 31, 201btaltof $292 million in letters of credit have bessued.

Other

Apco executed a loan agreement with a financiaituton for a $10 million bank line of credit. Bawings under this facility are
unsecured and bear interest at six-month LIBOR thitee percent per annum plus a one percent amemgeee per borrowing and a
commitment fee for the unused portion of the loarmant. The funds can be borrowed during a oneqyedod ending in March 2012, and
principal amounts will be repaid in semi-annuatatisnents from each borrowing date after a two amalf year grace period. This debt
agreement contains covenants that restrict or,lmnitong other things, our ability to create lieagorting indebtedness, purchase or sell a
outside the ordinary course of business, and iadditional debt. As of December 31, 2011, we hawedwved $2 million under this banking
agreement. Aggregate minimum maturities of thigkerm debt are $1 million each for 2013 and 2014.

Note 11. Income Taxes

Through the effective date of the spin-off, the @amy’s domestic operations were included in the conatdidl and combined federal ¢
state income tax returns for Williams, except fertain separate state filings. The income tax giowihas been calculated on a separate returr
basis for the Company and its consolidated subsidiaexcept for certain adjustments, such asrat®se minimum tax calculated at the
consolidated level by Williams, for which the ultie expected impact to the Company could not bermted until the date of
deconsolidation.
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Effective with the spin-off, Williams and the Commpyaentered into a tax sharing agreement which gmvéite respective rights,
responsibilities and obligations of each compaaytdx periods prior to the spin-off, with resptrthe payment of taxes, filing of tax returns,
reimbursements of taxes, control of audits andrdtiseproceedings, liability for taxes that maytbiggered as a result of the spin-off and other
matters regarding taxes.

The provision (benefit) for income taxes from canthng operations includes:

Years Ended December 31

2011 2010 2009
(Millions)
Provision (benefit)
Current:
Federal $ 5 $ 7 $(17)
State 4 1 D
Foreign 10 11 9
19 19 (9)
Deferred:
Federal (161) (15¢) 99
State 3 (10 6
(1649 (16§) 10E
Total provision (benefit $(145) $(149) $ 96

Reconciliations from the provision (benefit) focame taxes from continuing operations at the fddgadutory rate to the realized
provision (benefit) for income taxes are as follows

Years Ended December 31,

2011 2010 2009
(Millions)
Provision (benefit) at statutory re $(14€) $(499) $ 85
Increases (decreases) in taxes resulting f
State income taxes (net of federal ben: (8) (6) 3
Effective state income tax rate change (net offddmenefit) 9 — —
Foreign operatio—net — 4 6
Goodwill impairment — 351 —
Other—net — — 2
Provision (benefit) for income tax $(145) $(14¢9) $ 96

Income (loss) from continuing operations beforeime taxes includes $40 million, $36 million and $&illion of foreign income in
2011, 2010 and 2009, respectively.
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Significant components of deferred tax liabilitesd deferred tax assets are as follows:

December 31,

2011 2010
(Millions)
Deferred tax liabilities
Properties and equipme $1,77¢ $1,73¢
Derivatives, ne 137 11C
Total deferred tax liabilitie 1,91¢ 1,84¢

Deferred tax asset
Accrued liabilities and othe 14¢€
Alternative minimum tax credits (i 98
Loss carr-overs 16 22
26C
16

Total deferred tax asse

Less: valuation allowanc 22
Total net deferred tax asst 244 117
Net deferred tax liabilitie $1,67: $1,73:

(&) In connection with the sp-off from Williams effective December 31, 2011, attative minimum tax credits were able to be estadatnc
allocated between Williams and the Company. Theslted in the allocation to the Company of $98iamllwith a corresponding increa
to additional paid-in capital. Any subsequent atthents of the alternative minimum tax credit altbma with Williams will be recorded
in the provision for the period in which the chamgeurs.

As of December 31, 2011, the Company has approgismn&290 million of state net operating loss cawems of which approximately 75
percent expire after 2020.

The valuation allowance at December 31, 2011 ard) 2@rves to reduce the recognized tax assetsiassbwith state losses, net of
federal benefit, to an amount that will more likéhan not be realized by the Company. There haea he significant effects on the income
provision associated with changes in the valuagitowance for the years ended December 31, 2012@hd.

Undistributed earnings of certain consolidatedifpresubsidiaries excluding amounts related to fpredquity investments at
December 31, 2011, totaled approximately $66 mmillido provision for deferred U.S. income taxes leasn made for these subsidiaries
because we intend to permanently reinvest suchrggrim foreign operations.

The payments and receipts for domestic income taes made to or received from Williams in accoawith Williams’intercompan:
tax allocation procedure. Cash payments for doméastbme taxes (net of receipts) were $10 mill® million and ($13) million in 2011,
2010 and 2009, respectively. Additionally, paymente directly to international taxing authoritiesre $10 million, $8 million and
$4 million in 2011, 2010 and 2009, respectively.

The Company'’s policy is to recognize related irdeend penalties as a component of income tax egpdime amounts accrued for
interest and penalties are insignificant.

Pursuant to our tax sharing agreement with Williawes will remain responsible for the tax from awatijustments related to our business
for periods prior to the spin-off. During the figtarter of 2011, Williams
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finalized settlements with the IRS for 1997 thro@98. The statute of limitations for most statesires one year after expiration of the IRS
statute. Income tax returns for our foreign operatj primarily in Argentina, are open to audit fiee 2004 to 2011 tax years.

As of December 31, 2011, the amount of unrecogrtiaedenefits is insignificant. During the nexth®nths, we do not expect ultimate
resolution of any uncertain tax position associaté a domestic or international matter will resala significant increase or decrease of our
unrecognized tax benefit.

Note 12. Contingent Liabilities and Commitments

Royalty litigation

In September 2006, royalty interest owners in @&fCounty, Colorado, filed a class action suDistrict Court, Garfield County,
Colorado, alleging we improperly calculated oil ayab royalty payments, failed to account for prdseeceived from the sale of natural gas
and extracted products, improperly charged ceggpenses and failed to refund amounts withhel&kéess of ad valorem tax obligations.
Plaintiffs sought to certify a class of royaltyenest owners, recover underpayment of royaltiesodnt@in corrected payments resulting from
calculation errors. We entered into a final pardiettlement agreement. The partial settlement aggeedefined the class for certification
resolved claims relating to past calculation ofalby and overriding royalty payments, establishedain rules to govern future royalty and
overriding royalty payments, resolved claims radate past withholding for ad valorem tax paymeattablished a procedure for refunds of
such excess withholding in the future, and resetwedclaims for court resolution. We have prevaigdhe trial court and all levels of appeal
on the first reserved claim regarding whether veeadiowed to deduct mainline pipeline transportatiosts pursuant to certain lease
agreements. The remaining claim is whether weexgaired to have proportionately increased the vafuetural gas by transporting that gas
on mainline transmission lines and, if requiredettier we did so and are entitled to deduct a ptapute share of transportation costs in
calculating royalty payments. We anticipate litiggtthe second reserved claim in 2012. We beliereayalty calculations have been properly
determined in accordance with the appropriate egtinl arrangements and Colorado law. At this titme plaintiffs have not provided us a
sufficient framework to calculate an estimated mofiexposure related to their claims.

In October 2011, a potential class of royalty iagtrowners in New Mexico and Colorado filed a cailagainst us in the County of |
Arriba, New Mexico. The complaint alleges failuceptay royalty on hydrocarbons including drip corsin, fraud and misstatement of value
of gas and affiliated sales, breach of duty to reahydrocarbons, violation of the New Mexico OiblaBas Proceeds Payment Act, bad faith
breach of contract and unjust enrichment. Plamfek monetary damages and a declaratory judgmmihing activities relating to
production and payments and future reporting. Tiaster has been removed to the United States &i€durt for New Mexico. At this time,
we believe that our royalty calculations have beeperly determined in accordance with the appatercontractual arrangements and
applicable laws. We do not have sufficient inforimatto calculate an estimated range of exposuega@lto these claims.
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Other producers have been in litigation with a fatieegulatory agency and discussions with a stgémcy in New Mexico regarding
certain deductions, comprised primarily of procegstreating and transportation costs, used irc#iheulation of royalties. Although we are not
a party to those matters, we have monitored theevatuate whether their resolution might have theeiptial for unfavorable impact on our
results of operations. Certain outstanding issngksdse matters could be material to us. We redanatice from the U.S. Department of
Interior Office of Natural Resources Revenue (ONRRJe fourth quarter of 2010, intending to chatifie guidelines for calculating federal
royalties on conventional gas production applicableur federal leases in New Mexico. The ONRR’&lguce provides its view as to how
much of a producer’s bundled fees for transpontadind processing can be deducted from the royaliynent. We believe using these
guidelines would not result in a material differenis determining our historical federal royalty pagnts for our leases in New Mexico. No
similar specific guidance has been issued by ONBtRefises in other states though such guidelireesxpected in the future. However, the
timing of any such guidance is uncertain. The isseaf similar guidelines in Colorado and othetestacould affect our previous royalty
payments, and the effect could be material to esults of operations. Interpretive guidelines andpplicability of certain deductions in the
calculation of federal royalties are extremely ctew@and may vary based upon the ONRR’s assessr#rg oonfiguration of processing,
treating and transportation operations supportaahdederal lease. Correspondence in 2009 witBRR’s predecessor did not take issue
with our calculation regarding the Piceance Bassuaptions, which we believe have been consistéhttiae requirements. From January
2004 through December 2011, our deductions us#tkicalculation of the royalty payments in statdeothan New Mexico associated with
conventional gas production total approximately $vllion.

The New Mexico State Land Office Commissioner lilasl fsuit against us in Santa Fe County allegirag tte have underpaid royalties
due per the oil and gas leases with the State of Mexico. In August 2011, the parties agreed ty #igs matter pending the New Mexico
Supreme Court’s resolution of a similar matter inirg a different producer. At this time, we do tatve a sufficient basis to calculate an
estimated range of exposure related to this claim.

Environmental matters

The EPA and various state regulatory agenciesrrelytbpromulgate and propose new rules, and issdategd guidance to existing rules.
These new rules and rulemakings include, but aréimied to, rules for reciprocating internal counstion engine maximum achievable control
technology, new air quality standards for grounel®zone, one hour nitrogen dioxide emission kygnd hydraulic fracturing and water
standards. We are unable to estimate the costset additions or modifications necessary to comjily these new regulations due to
uncertainty created by the various legal challerigebese regulations and the need for furtheripeegulatory guidance.

Matters related to Williams’ former power business

In connection with the Separation and Distributigreement, Williams is obligated to indemnify armichus harmless from any losses
arising out of liabilities assumed by us, and weabligated to pay Williams any net proceeds redlizom, the pending or threatened litigat
described below relating to the 2000-2001 Califaremergy crisis and the reporting of certain natyma-related information to trade
publications.

California energy crisis

Our former power business was engaged in poweretiagkin various geographic areas, including Catii@. Prices charged for power
by us and other traders and generators in Caldcand other western states in 2000 and 2001 weaittkeoged in various proceedings, includ
those before the FERC. We have entered into settieswith the State of California (State Settlejyangjor California utilities (Utilities
Settlement), and others that substantially resobaeth of these issues with these parties.
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Although the State Settlement and Utilities Setdatresolved a significant portion of the refurgliss among the settling parties, we
continue to have potential refund exposure to nitiivgg parties, including various California endeus that did not participate in the Utilities
Settlement. We are currently in settlement negotiatwith certain California utilities aimed atralhating or substantially reducing this
exposure. If successful, and subject to a finalétup” mechanism, the settlement agreement wostwrasolve our collection of accrued
interest from counterparties as well as our payroéatcrued interest on refund amounts. Thus, agtly contemplated by the parties, the
settlement agreement would resolve most, if nooélbur legal issues arising from the 2000-200lif@aia Energy Crisis. With respect to
these matters, amounts accrued are not mateairtbnancial position.

Certain other issues also remain open at the FERIGax other nonsettling parties.

Reporting of natural gas-related information todeapublications

Civil suits based on allegations of manipulatinglghed gas price indices have been brought againand others, seeking unspecified
amounts of damages. We are currently a defendatass action litigation and other litigation oniglly filed in state court in Colorado,
Kansas, Missouri and Wisconsin brought on behatfict and indirect purchasers of natural gabasé states. These cases were transferred
to the federal court in Nevada. In 2008, the cguahted summary judgment in the Colorado caseviorfaf us and most of the other defend
based on plaintiffs’ lack of standing. On Januarg2®09, the court denied the plaintiffs’ requestrEronsideration of the Colorado dismissal
and entered judgment in our favor. When a finakoid entered against the one remaining defenttemtColorado plaintiffs may appeal the
order.

In the other cases, on July 18, 2011, the Nevestaaticourt granted our joint motions for summarggment to preclude the plaintiffs’
state law claims because the federal Natural Gagites the FERC exclusive jurisdiction to resdlvese issues. The court also denied the
plaintiffs’ class certification motion as moot. The plaintlitsve appealed to the United States Court of Apdeathe Ninth Circuit. Because
the uncertainty around pending unresolved issnefjding an insufficient description of the purmattclasses and other related matters, we
cannot reasonably estimate a range of potentialxes at this time. However, it is reasonably ipesshat the ultimate resolution of these
items could result in future charges that may beens to our results of operations.

Other Indemnifications

Pursuant to various purchase and sale agreemdéatiagdo divested businesses and assets, we hdeenified certain purchasers
against liabilities that they may incur with resptecthe businesses and assets acquired from asn@iemnities provided to the purchasers are
customary in sale transactions and are contingason the purchasers incurring liabilities that ané atherwise recoverable from third parties.
The indemnities generally relate to breach of waies, tax, historic litigation, personal injunynvéronmental matters, right of way and other
representations that we have provided.

At December 31, 2011, we have not received a ctgainst any of these indemnities and thus haveasis firom which to estimate any
reasonably possible loss. Further, we do not exgrecof the indemnities provided pursuant to tHessagreements to have a material impa
our future financial position. However, if a clafor indemnity is brought against us in the fututenay have a material adverse effect on our
results of operations in the period in which tharolis made.

In connection with the separation from Williams, khave agreed to indemnify and hold Williams harmlegsm any losses resulting from
the operation of our business or arising out dfilidses assumed by us. Similarly, Williams hasesgt to indemnify and hold us harmless from
any losses resulting from the operation of its hess or arising out of liabilities assumed by it.
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Summary

As of December 31, 2011 and December 31, 2010Cdmepany had accrued approximately $23 million a2t &illion, respectively, for
loss contingencies associated with royalty litigatireporting of natural gas information to tradilcations and other contingencies. In certain
circumstances, we may be eligible for insurancevedes, or reimbursement from others. Any sucbvedes or reimbursements will be
recognized only when realizable.

Management, including internal counsel, currendiidves that the ultimate resolution of the foregomatters, taken as a whole and after
consideration of amounts accrued, insurance coegeragovery from customers or other indemnificaior@ngements, is not expected to hs
materially adverse effect upon our future liquidityfinancial position; however, it could be ma&td our results of operations in any given
year.

Commitments

As part of managing our commodity price risk, wiize contracted pipeline capacity (including capaon former affiliates’ systems,
resulting in a total of $401 million for all years) move our natural gas production and third pgety purchases to other locations in an attemp
to obtain more favorable pricing differentials. @ammitments under these contracts as of Decenlhegd03.1 are as follows:

(Millions)
2012 $ 21t
2013 211
2014 177
2015 167
2016 14¢
Thereaftel 48¢
Total $ 1,40¢

We also have certain commitments to an equity i@eeand others, primarily for natural gas gatheand treating services and well
completion services, which total $780 million oeg@proximately seven years.

We hold a long-term obligation to deliver on a fimasis 200,000 MMBtu per day of natural gas to yebat the White River Hub
(Greasewood-Meeker, Colorado), which is the majarkat hub exiting the Piceance Basin. This oblayagxpires in 2014.

In connection with a gathering agreement enteredbiy WPZ with a third party in December 2010, wacurrently agreed to buy up to
200,000 MMBtu per day of natural gas at Transcdi®@téb15 (Marcellus Basin) at market prices frora #ame third party. Purchases under the
12-year contract are anticipated to begin in thet fuarter of 2012. We expect to sell this natges in the open market and may utilize
available transportation capacity to facilitate sades.
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Future minimum annual rentals under noncancelgiéeating leases as of December 31, 2011, are pagalibllows:

(Millions)
2012 $ 67
2013 76
2014 67
2015 32
2016 9
Thereaftel 36
Total $ 287

Total rent expense, excluding month-to-month rentahs $16 million, $13 million and $22 million2911, 2010 and 2009, respectively.
Rent charges incurred for drilling rig rentals eapitalized under the successful efforts methoalcobunting.

Note 13. Employee Benefit Plans
Prior to spin-off

Through the spin-off date, certain benefit costoamted with direct employees who support our apens are determined based on a
specific employee basis and were charged to us ibiakivs as described below. These pension andretistment benefit costs included
amounts associated with vested participants wha@atenger employees. As described in Note 4 WilBaalso charged us for the allocated
of certain indirect employees of Williams who prded general and administrative services on ourlbahdliams included an allocation of tl
benefit costs associated with these Williams emgsybased upon a Williams’ determined benefit ratenecessarily specific to the
employees providing general and administrativeisesvon our behalf. As a result, the informatioaatibed below is limited to amounts
associated with the direct employees that suppatiedperations.

For the periods presented, we were not the plansgpdor these plans. Accordingly, our ConsolidéBathnce Sheet does not reflect any
assets or liabilities related to these plans.

Pension plans

Williams is the sponsor of noncontributory defirtezhefit pension plans that provides pension benffitits eligible employees. Pension
expense charged to us by Williams for 2011, 20102009 totaled $8 million, $7 million and $7 miltiprespectively.

Other postretirement benefits

Williams is the sponsor of subsidized retiree maldand life insurance benefit plans (other poseetent benefits) that provides benefits
to certain eligible participants, generally inclugliemployees hired on or before December 31, 188 pther miscellaneous defined particij
groups. Other postretirement benefit expense chaas by Williams for 2011, 2010, and 2009 tafdkss than $1 million for each period.

Defined contribution plan

Williams also is the sponsor of a defined contiifdufplan that provides benefits to certain eligipéaticipants and has charged us
compensation expense of $4 million, $5 million &&dmillion in 2011, 2010 and 2009, respectively,\dlliams’ matching contributions to
this plan.
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Subsequent to spin-off

On January 1, 2012, several new plans became igdot us including a defined contribution planPW matches dollar-for-dollar up to
the first 6 percent of eligible pay per period. Hoyees also receive a non-matching annual employetribution of equal to 8 percent of
eligible pay if they are age 40 or older and 6 petof eligible pay if they are under age 40.

Note 14. Stock-Based Compensation

Certain of our direct employees participated in Widiams Companies, Inc. 2007 Incentive Plan, vahicovides for Williams common-
stock-based awards to both employees and Williamosimanagement directors. The plan permits the iggaof various types of awards
including, but not limited to, stock options andtréeeted stock units. Awards may be granted focowsideration other than prior and future
services or based on certain financial performaagets. Additionally, certain of our eligible diteemployees participated in Williams’
Employee Stock Purchase Plan (ESPP). The ESPPesrallgible participants to purchase through pagedluctions a limited amount of
Williams’ common stock at a discounted price.

Through the date of spin-off we were charged byligils for stock-based compensation expense relatedr direct employees.
Williams also charges us for the allocated costseofain indirect employees of Williams (includistpck-based compensation) who provide
general and administrative services on our behlalfvever, information included in this note is liettto stock-based compensation associated
with the direct employees (see Note 4 for totatxebarged to us by Williams).

Williams’ Compensation Committee determined thabatstanding Williams stock-based compensationrdsjavhether vested or
unvested, other than outstanding options issued friJanuary 1, 2006 (the Pre-2006 Options), Inweded into awards with respect to shares
of common stock of the company that continues tpleynthe holder following the spin-off. The Pre-B00ptions (whether held by our
employees or other Williams employees) convertéa dptions for both Williams and WPX common stookdwing the spin-off, in the same
ratio as is used in the distribution of WPX comnstock to holders of Williams common stock. The nemtf shares underlying each such
award (including the Pre-2006 Options) and, wittpeet to options (including the P2806 Options), the per share exercise price of aaerd
was adjusted to maintain, on a post-spin-off bakes pre-spin-off intrinsic value of each award.

Total stock-based compensation expense includgdneral and administrative expense for the yeats®BDecember 31, 2011, 2010 and
2009 was $18 million, $14 million, and $13 millimespectively. Measured but unrecognized stockebasmpensation expense at December
31, 2011 was $24 million. This amount is comprieé82 million related to stock options and $22 roill related to restricted stock units. Th
amounts are expected to be recognized over a vegighterage period of 1.8 years.

WPX Energy, Inc. 2011 Incentive Plan

Subsequent to the spin-off, we have an equity itemplan and an employee stock purchase plan20té Incentive Plan authorizes the
grant of nonqualified stock options, incentive &toptions, stock appreciation rights, restrictestks restricted stock units, performance she
performance units and other stock-based awardsniliimber of shares of common stock authorized grasce pursuant to all awards granted
under the 2011 Incentive Plan is 11,000,000 shdieess2011 Incentive Plan will be administered ke the full Board of Directors or a
committee as designated by the Board of Directots.employees, officers and non-employee direcoeligible to receive awards under the
2011 Incentive Plan.

The employee stock purchase plan allows domestaames the option to purchase WPX common stoekldt percent discount
through after-tax payroll deductions. The purchagee of the stock is the lower of
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either the first or last day of the biannual offigriperiods, followed with the 15 percent discolite maximum number of shares that shall be
made available under the purchase plan is 1,0000@0ect to adjustment for stock splits and sineleents.

Employee stock-based awards

Stock options are valued at the date of award, vtiaes not precede the approval date, and comp@msatt is recognized on a straight-
line basis, net of estimated forfeitures, overrdgpuisite service period. The purchase price parestor stock options may not be less than the
market price of the underlying stock on the datgraft.

Stock options generally become exercisable ovhreetyear period from the date of grant and gelyegapire ten years after the grant.

Restricted stock units are generally valued atvalue on the grant date and generally vest oveetiiears. Restricted stock unit
compensation cost, net of estimated forfeituregeigerally recognized over the vesting period straight-line basis.

Stock Options
The following summary reflects stock option actnéind related information for the year ended Decard, 2011.

Direct employees participation in

WPX Plan Williams Plan
Weighted- Weighted-
Aggregate Aggregate
Average Average
Exercise Intrinsic Exercise Intrinsic
Stock Options Options Price Value Options Price Value
(Millions) (Millions) (Millions) (Millions)
Outstanding at December 31, 2( — $ — $ — 1.6 $ 18.2¢ $ 13
Granted — $ — 2 $ 29.7¢
Exercisec — $ — (.4) $ 13.52
Expired — $ — (1) $ 34.6¢
Conversion of direct employee optic 2.C $ 12.81 (1.3 $ 21.0¢
Conversion of other options( 2.2 $ 10.1¢ — $ —
Outstanding at December 31, 2( 4.2 $ 11.41 $ 29 — $ —
Exercisable at December 31, 2( 3.C $ 10.92 $ 22 — —

(1) Includes approximately 962 thousand shares heM/itliams employees at a weighted average price7dd® per share

The total intrinsic value of options exercised dgrthe years ended December 31, 2011, 2010, arghv28@8 $7 million, $2 million, and
$0.2 million, respectively.
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The following summary provides additional infornmatiabout stock options that are outstanding anctesedble at December 31, 2011.

WPX Plan
Stock Options Outstanding Stock Options Exercisable
Weighted- Weighted-
Weighted- Average Weighted- Average
Remaining Remaining
Contractual Contractual
Average Average
Exercise Exercise
Range of Exercise Prices Options Price Life Options Price Life
(Millions) (Years) (Millions) (Years)
$ 1.26 to $6.0: 14 $ 5.1¢ 4.€ 1.2 $ 5.0C 4.1
$ 6.49to $11.7 11 $ 11.21 5.7 0.7 $ 10.9: 4.4
$12.00 to $15.6 0.7 $ 14.41 4.8 0.7 $ 14.41 4.8
$16.46 to $20.9 1.C $ 18.17 7.8 04 $ 20.2: 6.2
Total 4.2 $ 11.4] 5.7 3.C $ 10.92 4.6

The estimated fair value at date of conversionNérX awards and the date of grant of options fodigfils common stock granted in e
respective year, using the Black-Scholes optiocipgimodel, is as follows:

WPX Plan Williams Plan

2011 2011 2010 2009
Weightec-average or grant date fair value of options gra $ — $7.71 $7.02 $5.6(
Weightec-average conversion date fair value options gra $ 8.4¢
Weighte-average assumptior
Dividend yield —% 3.6% 2.€% 1.6%
Volatility 45% 34.€% 39.(% 60.£%
Risk-free interest rat 0.37% 2.84% 3.C% 2.2%
Expected life (years 2.8 6.5 6.5 6.5

For the WPX Plan the weighted average fair valuedsmponent of the intrinsic value calculatios@in-off and is not necessarily
indicative of the fair value of future WPX grant$ie expected volatility yield is based on the histd volatility of comparable peer group
stocks. The risk free rate interest rate is basetthe U.S. Treasury Constant Maturity rates a@fbodification date. The expected life of the
options is based over the remaining option term.

For the Williams Plan, the expected dividend yisltbased on the average annual dividend yield #seofirant date. Expected volatility is
based on the historical volatility of Williams sktoand the implied volatility of Williams stock basen traded options. In calculating historical
volatility, returns during calendar year 2002 wereluded as the extreme volatility during that tiim@ot reasonably expected to be repeated ir
the future. The risk-free interest rate is basethenJ.S. Treasury Constant Maturity rates as efgitant date. The expected life of the option is
based on historical exercise behavior and expdatace experience.
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Nonvested Restricted Stock Units

The following summary reflects nonvested restrictgrtk unit activity and related information foetflear ended December 31, 2011.

WPX Plan

Weighted-

Average
Restricted Stock Units Shares Fair Value*

(Millions)

Nonvested at December 31, 2( — $ —
Granted — $ —
Forfeited — $ —
Cancellec — $ —
Vested $ —
Conversion of direct employee restricted u 3.3 $ 9.74
Conversion of indirect employee restricted u 1.3 $ 9.54
Nonvested at December 31, 2( 4.6 $ 9.6¢

* Performanc-based shares are primarily valued using a valuatimmg model. However, certain of these sharesewalued using the e-
of-period market price until certification that therformance objectives were completed or a valee once it was determined that it was
unlikely that performance objectives would be mditother shares are valued at the grant-date nigmkee, less dividends projected to be

paid over the vesting perio

Other restricted stock unit information

Weighte(-average grant date fair value of Williams restdcséock units grante

during the year, per sha

Total fair value of restricted stock units vesteding the year ('s in millions)

Performance-based shares granted represent 131pefe®nvested restricted stock units outstandinDecember 31, 2011. These grants
may be earned at the end of a three-year pericetlzas actual performance against a performancetteEgpense associated with these
performance-based grants is recognized in periftds @erformance targets are established. Basedeoextent to which certain financial
targets are achieved, vested shares may rangezmmpercent to 200 percent of the original grambant.

Note 15. Stockholders’ Equity
Common Stock

Each share of our common stock entitles its halolene vote in the election of each director. Narstof our common stock affords any
cumulative voting rights. Holders of our commoncstavill be entitled to dividends in such amountsl @t such times as our Board of Direct
in its discretion may declare out of funds legaailable for the payment of dividends. No divideneere declared or paid as of December 31,
2011. No shares of common stock are subject tamptlen or have preemptive rights to purchase asfufii shares of our common stock or

other securities.
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Preferred Stock

Our amended and restated certificate of incorpmmediuthorizes our Board of Directors to establisé or more series of preferred stock.
Unless required by law or by any stock exchangerleich our common stock is listed, the authorizearsh of preferred stock will be available
for issuance without further action. Rights andripgges associated with shares of preferred stoelsabject to authorization by our Board of
Directors and may differ from those of any ando#iier series at any time outstanding.

Note 16. Fair Value Measurements

Fair value is the amount received from the sal@nofsset or the amount paid to transfer a liabilign orderly transaction between
market participants (an exit price) at the measergrdate. Fair value is a market-based measurernastdered from the perspective of a
market participant. We use market data or assumgptizat we believe market participants would usgricing the asset or liability, including
assumptions about risk and the risks inherentérirthuts to the valuation. These inputs can beilseadservable, market corroborated, or
unobservable. We apply both market and income agies for recurring fair value measurements usiadest available information while
utilizing valuation techniques that maximize the 0$ observable inputs and minimize the use of sankable inputs.

The fair value hierarchy prioritizes the inputsdise measure fair value, giving the highest prjotit quoted prices in active markets for
identical assets or liabilities (Level 1 measurethand the lowest priority to unobservable inplisvel 3 measurement). We classify fair va
balances based on the observability of those inpiis three levels of the fair value hierarchy asdollows:

» Level 1—Quoted prices for identical assets or liabs in active markets that we have the abiltyatcess. Active markets are those
in which transactions for the asset or liabilitcocin sufficient frequency and volume to provideimg information on an ongoing
basis. Our Level 1 measurements primarily congifhancial instruments that are exchange tra

* Level z—Inputs are other than quoted prices in active markeluded in Level 1, that are either directlyiratirectly observable
These inputs are either directly observable imtlagketplace or indirectly observable through coorakion with market data for
substantially the full contractual term of the asgdiability being measured. Our Level 2 measugats primarily consist of over-
the-counter (OTC) instruments such as forwardspswand options. These options, which hedge figales of production, are
structured as costless collars and are financsaftyled. They are valued using an industry stanBéadk-Scholes option pricing
model.

» Level =—lInputs that are not observable for which therd@tie] if any, market activity for the asset ordiity being measured. The
inputs reflect management’s best estimate of teeraptions market participants would use in deteimgifair value. Our Level 3
measurements consist of instruments valued usihgsiny standard pricing models and other valuati@thods that utilize
unobservable pricing inputs that are significanti® overall fair value

In valuing certain contracts, the inputs used tasuoee fair value may fall into different levelstbé fair value hierarchy. For disclosure
purposes, assets and liabilities are classifigteir entirety in the fair value hierarchy levekkd on the lowest level of input that is significan
to the overall fair value measurement. Our assessaidhe significance of a particular input to fiag value measurement requires judgment
and may affect the placement within the fair vaiigrarchy levels.
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The following table presents, by level within ttarfvalue hierarchy, our assets and liabilitieg #re measured at fair value on a recur
basis.

December 31, 201 December 31, 201!
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
(Millions) (Millions)
Energy derivative asse $ 55 $ 454 $ 7 $51€ $ 97 $ 474 $ 2 $57¢
Energy derivative liabilitie: $ 41 $ 11z $ 6 $15¢ $ 78 $ 21C $ 1 $28¢

Energy derivatives include commodity based excharaged contracts and OTC contracts. Exchangedradetracts include futures,
swaps, and options. OTC contracts include forwasdsps and options.

Many contracts have bid and ask prices that casbberved in the market. Our policy is to use a matket pricing (the mid-point price
between bid and ask prices) convention to valuwviedal positions and then adjust on a portfoliedieto a point within the bid and ask range
that represents our best estimate of fair value offeetting positions by location, the mid-markeice is used to measure both the long and
short positions.

The determination of fair value for our assets ketullities also incorporates the time value of ragrand various credit risk factors which
can include the credit standing of the counterparitivolved, master netting arrangements, the itnfacredit enhancements (such as cash
collateral posted and letters of credit) and ourpasformance risk on our liabilities. The deterntiora of the fair value of our liabilities does
not consider noncash collateral credit enhancements

Exchange-traded contracts include New York Mertaftkchange and Intercontinental Exchange conteaudsare valued based on
quoted prices in these active markets and areifiéabwithin Level 1.

Forward, swap, and option contracts included indl@vare valued using an income approach inclughegent value techniques and
option pricing models. Option contracts, which hedigture sales of our production, are structuredoatiess collars and are financially settled.
They are valued using an industry standard Bladies option pricing model. Significant inputs iror Level 2 valuations include
commodity prices, implied volatility by locationpd interest rates, as well as considering exedu@dactions or broker quotes corroborate
other market data. These broker quotes are basetsemvable market prices at which transaction&doawrrently be executed. In certain
instances where these inputs are not observabbdlifoeriods, relationships of observable markeéa ded historical observations are used as a
means to estimate fair value. Where observableténgme available for substantially the full ternttod asset or liability, the instrument is
categorized in Level 2.

Our energy derivatives portfolio is largely compdsof exchange-traded products or like productsthedenure of our derivatives
portfolio is relatively short with more than 99 pent of the net fair value of our derivatives politf expiring in the next 15 months. Due to the
nature of the products and tenure, we are condligt@nle to obtain market pricing. All pricing isviewed on a daily basis and is formally
validated with broker quotes and documented on athiyp basis.

Certain instruments trade with lower availabilifyppicing information. These instruments are valueth a present value technique using
inputs that may not be readily observable or carated by other market data. These instrumentslassified within Level 3 when these
inputs have a significant impact on the measurerogfair value. The instruments included in Levedt®ecember 31, 2011, consist primarily
of natural gas index transactions that are usedaioage our physical requirements.
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Reclassifications of fair value between Level lyéle2, and Level 3 of the fair value hierarchyajiplicable, are made at the end of each
quarter. No significant transfers between Levehd bevel 2 occurred during the years ended Deceibe?011 or 2010. During the period
ended March 31, 2011, certain NGL swaps that caigith during the first quarter of 2011 were transiéfrom Level 3 to Level 2. Prior to
March 31, 2011, these swaps were considered Lesdree30o a lack of observable third-party markettgaoDue to an increase in exchange-
traded transactions and greater visibility from Off@ling, we transferred these instruments to L2vah 2009, certain options which hedge
future sales of production were transferred fronadl& to Level 2. These options were originallylirted in Level 3 because a significant ir
to the model, implied volatility by location, wasrtsidered unobservable. Due to increased transpgréms input was considered observable,
and we transferred these options to Level 2.

The following table presents a reconciliation oc&ebes in the fair value of our net energy derivegtimndbther assets classified as Lewt
in the fair value hierarchy.

Level 3 Fair Value Measurements Using Significant blobservable Inputs

Years ended December 31,

2011 2010 2009

Net Energy Net Energy Net Energy

Derivatives Derivatives Derivatives

(Millions)
Beginning balanc $ 1 $ 1 $ 50¢€
Realized and unrealized gains (loss

Included in income (loss) from continuing operasi 15 1 47¢

Included in other comprehensive income (I — — (329

Purchases, issuances, and settlerr (12 @ 479

Transfers out of Level 3 — (179

Ending balanci $ 1 $ 1 $ 1
Unrealized gains included in income (loss) fromtouoring operation:

relating to instruments still held at Decembel $ 1 $ — $ —

Realized and unrealized gains (losses) includédcome (loss) from continuing operations for theabperiods are reported in revenues
in our Consolidated Statement of Operations.

For the year ending December 31, 2011, the entiPendillion reduction to level 3 fair value measussts are settlements.

The following table presents impairments associati¢ld certain assets that have been measuredratdiaie on a nonrecurring basis
within Level 3 of the fair value hierarchy.

Total losses for
the years ended December 31,

2011 2010 2009
(Millions)
Impairments
Goodwill (see Note 7 $ — $1,00%(b) $ —

Producing properties and costs of acquired unproeserve:

(see Note 7 547(a) 67¢&(c) 15(d)
Cos-based investment (see Note — — 11(e)
26

®
o
3
®
®

1,681
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(a) Due to significant declines in forward natural gaises, we assessed the carrying value of our alagar-producing properties and co

(b)

of acquired unproved reserves for impairments. &gessment utilized estimates of future cash floelading potential disposition
proceeds. Significant judgments and assumptiotiseise assessments include estimates of naturedggErve quantities, estimates of
future natural gas prices using a forward NYMEXweuadjusted for locational basis differentials|lishg plans, expected capital costs,
and an applicable discount rate commensurate vgithof the underlying cash flow estimates. The atmssessment identified certain
properties with a carrying value in excess of tieaiculated fair values. As a result, we recordedfollowing impairment charges. Fair
value measured for these properties at Decembe&(031,, was estimated to be approximately $798 onil

»  $276 million of impairment charge related to natgai-producing properties in Powder River. Significass@amptions in valuin
these properties included proved reserves quantfienore than 352 billion cubic feet of gas eqgléung forward weighted average
prices averaging approximately $3.81 per Mcfe fturael gas (adjusted for locational differencesjural gas liquids and oil, and
after-tax discount rate of 11 perce

*  $180 million of impairment charge related to natgai-producing properties in the Barnett Shale. Sigaificassumptions i
valuing these properties included proved reservasitities of more than 235 billion cubic feet osgauivalent, forward weighted
average prices averaging approximately $4.24 pde fftc natural gas (adjusted for locational diffezes and contractual
arrangements), natural gas liquids and oil, andftantax discount rate of 11 percent. Additionally, theighted average price is |
of deductions for gathering and process

*  $91 million of the impairment charge related towioed unproved reserves in Powder River. Signifigasumptions in valuing
these unproved reserves included evaluation ofgiieband possible reserves quantities, expectitiamarket participant drilling
plans, forward natural gas (adjusted for locatiatifierences) and natural gas liquids prices, andfter-tax discount rate of 13
percent and 15 percent for probable and possibirves, respectivel

Due to a significant decline in forward natuyak prices across all future production period&idl2010, we determined that we had a
trigger event and thus performed an interim impaimtrassessment of the approximate $1 billion ofigdlbrelated to our domestic
natural gas production operations (the reporting).uforward natural gas prices through 2025 aSagitember 30, 2010, used in our
analysis declined more than 22 percent on averaggared to the forward prices as of December 30920/e estimated the fair value
the reporting unit on a stand-alone basis by vglpiroved and unproved reserves, as well as estightite fair values of other assets and
liabilities which are identified to the reportingitit We used an income approach (discounted casl) for valuing reserves. The
significant inputs into the valuation of proved amproved reserves included reserve quantitieggat natural gas prices, anticipated
drilling and operating costs, anticipated produttorrves, income taxes, and appropriate discotes.rdo estimate the fair value of the
reporting unit and the implied fair value of gootlwinder a hypothetical acquisition of the repagtimit, we assumed a tax structure
where a buyer would obtain a step-up in the taishaf¢he net assets acquired. Significant assumgtin valuing proved reserves
included reserves quantities of more than 4.4dnltubic feet of gas equivalent; forward pricesraging approximately $4.65 per
thousand cubic feet of gas equivalent (Mcfe) faurel gas (adjusted for locational differences}ure gas liquids and oil; and an after-
tax discount rate of 11 percent. Unproved resefmesbable and possible) were valued using simiaumptions adjusted further for the
uncertainty associated with these reserves by wsteg tax discount rates of 13 percent and 15gydy respectively, commensurate with
our estimate of the risk of those reserves. Inassessment as of September 30, 2010, the carrging 8f the reporting unit, including
goodwill, exceeded its estimated fair value. Wantetermined that tr
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implied fair value of the goodwill was zero. Asesult of our analysis, we recognized a full $lidmllimpairment charge related to this
goodwill.

As of September 30, 2010, we had a trigger eagm result of recent significant declines imfard natural gas prices and therefore, we
assessed the carrying value of our natural gasdpiog properties and costs of acquired unproveerves for impairments. Our
assessment utilized estimates of future cash fl®igmificant judgments and assumptions in thesesassents are similar to those used in
the goodwill evaluation and include estimates dbired gas reserve quantities, estimates of futataral gas prices using a forward
NYMEX curve adjusted for locational basis differiaig, drilling plans, expected capital costs, andpplicable discount ra
commensurate with risk of the underlying cash festimates. The assessment performed at Septeml20 11 identified certain
properties with a carrying value in excess of tisalculated fair values. As a result, we record&é 8 million impairment charge in the
third-quarter 2010 as further described below. #alue measured for these properties at Septenth@030, was estimated to be
approximately $320 millior

»  $503 million of impairment charge related to natgai-producing properties in the Barnett Shale. Sigaificassumptions i
valuing these properties included proved reservasiities of more than 227 billion cubic feet okgayuivalent, forward weighted
average prices averaging approximately $4.67 pde fftc natural gas (adjusted for locational diffezes), natural gas liquids and
oil, and an after-tax discount rate of 11 percAdditionally, the weighted average price is netlefluctions for gathering and
processing

* $175 million of the impairment charge related tqu@ced unproved reserves in the Piceance Highlandsired in 2008. Significant
assumptions in valuing these unproved reserveaded evaluation of probable and possible resenuastdgies, drilling plans,
forward natural gas (adjusted for locational digfeces) and natural gas liquids prices, and ar-tax discount rate of 13 perce

Fair value of costs acquired reserves in the BaBtaile measured at December 31, 2009, was $2Bmi8ignificant assumptions
valuing these unproved reserves included evaluatigmobable and possible reserves quantitiedirdyiplans, forward natural gas prices
(adjusted for locational differences) and an -tax discount rate of 11 perce

Fair value measured at March 31, 2009 was Zédvis.value was based on an other-than-temporaryndein the value of our investment
considering the deteriorating financial conditidrad/enezuelan corporation in which we own a 4 eetinterest

Note 17. Financial Instruments, Derivatives, Guaratees and Concentration of Credit Risk

We use the following methods and assumptions f@amtial instruments that require fair value disates

Cash and cash equivalents and restricted ca3lme carrying amounts reported in the Consolid&aidnce Sheet approximate fair value

due to the nature of the instrument and/or thetsleom maturity of these instruments.

Other: Includes margin deposits and customer margin despoayable for which the amounts reported in tbagdlidated Balance Shi

approximate fair value given the short-term statuhe instruments.

Longterm debt:The fair value of our debt is determined on markets and the prices of similar securities withilsimterms and credit

ratings.

Energy derivatives Energy derivatives include futures, forwards, ssvapd options. These are carried at fair valubénQonsolidated

Balance Sheet. See Note 16 for a discussion o&tialuof energy derivatives.
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Carrying amounts and fair values of our finanaistiuments were as follows:

December 31,

2011 2010
Carrying Carrying

Fair Fair

Asset (Liability) Amount Value Amount Value
(Millions)

Cash and cash equivale $ 52€ $ 52€ $ 37 $ 37
Restricted cash (current and noncurrt 29 29 24 24
Other (7) (7) (25) (25)
Long-term debt (1 1,50z 1,52 — —
Net energy derivative!
Energy commodity cash flow hedg 347 347 26€ 26€
Other energy derivative 10 10 18 18

(1) Excludes capital lease

For the year ended December 31, 2010 our note ai@lVilliams had a carrying amount of $2,261, ethapproximated fair value.

Energy Commaodity Derivatives
Risk Management Activitit

We are exposed to market risk from changes in graymmodity prices within our operations. We ugliderivatives to manage exposure
to the variability in expected future cash flowsrir forecasted sales of natural gas and oil ataliiatto commodity price risk. Certain of these
derivatives utilized for risk management purpos@gehbeen designated as cash flow hedges, while d¢hivatives have not been designate
cash flow hedges or do not qualify for hedge actiogrdespite hedging our future cash flows on amemic basis.

We produce, buy and sell natural gas and oil &wifit locations throughout the United States.&thuce exposure to a decrease in
revenues from fluctuations in natural gas markigg; we enter into natural gas and oil futuregreats, swap agreements, and financial of
contracts to mitigate the price risk on forecas@iégs of natural gas and oil. We have also enifatedasis swap agreements to reduce the
locational price risk associated with our produdiegins. Those agreements and contracts desigamteatsh flow hedges are expected to be
highly effective in offsetting cash flows attribbte to the hedged risk during the term of the hetlgavever, ineffectiveness may be recogn
primarily as a result of locational differencesvibe¢n the hedging derivative and the hedged item fi@ancial option contracts are either
purchased options or a combination of options ¢batprise a net purchased option or a zero-cosrc@ur designation of the hedging
relationship and method of assessing effectiveftgghese option contracts are generally suchttiehedging relationship is considered
perfectly effective and no ineffectiveness is retegd in earnings.
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The following table sets forth the derivative volkesrdesignated as hedges of production volumessadmber 31, 2011:

Weighted

Notional Average

Volume Price

Commodity Period Contract Type Location (BBtu) ($/MMBtu)
Natural Gas 201z Location Swarg Rockies 49,41( $ 4.7¢
Natural Gas 201z Location Swag San Jual 40,26( $ 4.9
Natural Gas 201z Location Swag MidCon 32,02t $ 4.7¢
Natural Gas 2012 Location Swag SoCal 11,89¢ $ 5.14
Natural Gas 201z Location Swag Northeas 52,46( $ 5.5¢
Natural Gas 201: Location Swag Northeas 1,80(C $ 6.4¢
Weighted

Notional Average

Volume Price

Commodity Period Contract Type Location (MBbl) ($/Bbl)
Crude Oil 201z Business Day Avg Swa Midcon 2,624 $ 97.32

We also enter into forward contracts to buy antrsegtlral gas to maximize the economic value afdpmrtation agreements and storage
capacity agreements. To reduce exposure to a decheanargins from fluctuations in natural gas reagkices, we may enter into futures
contracts, swap agreements, and financial optiotracts to mitigate the price risk associated witsse contracts. Derivatives for
transportation and storage contracts have not esignated as hedging instruments, despite ecoatiyniedging the expected cash flows
generated by those agreements.

We also enter into energy commodity derivativesdfitier than risk management purposes, includingagiag certain remaining legacy
natural gas contracts and positions from our forpwever business and providing services to thirdiggaand affiliated entities. These legacy
natural gas contracts include substantially offisgtpositions and have had an insignificant netaotgn earnings.

The following table depicts the notional amountshaf net long (short) positions which we did nasigeate as hedges of our production
in our commodity derivatives portfolio as of Deceani31, 2011. Natural gas is presented in milliohBrdgish Thermal Units (MMBtu) and
crude oil is presented in barrels. The volumefiirons represent zero-cost collars and presensioleeof the short position. These 2012
options were executed to reduce exposure to aawseia revenues from fluctuations in crude oil reagkices. The floor and ceiling prices
associated with these collars are $85 per barckba06.30 per barrel, respectively, and realiz®bgember 2012. Despite being economic
hedges, we did not designate these contracts @gehrelationship for accounting purposes. Allhef €entral hub risk realizes by March 31,
2013 and 91% of the basis risk realizes by 2018.Adt index position includes contracts for theifeitsale of physical natural gas related to
our production. Offsetting these sales are corgrmetthe future production of physical natural galated to WPZ'’s natural gas shrink
requirements. These contracts result in minimalroonlity price risk exposure and have a value oftleas $1 million at December 31, 2011.

Unit of Central Hub Basis Index
Derivative Notional Volumes Measure Risk (a) Risk (b) Risk (c) Option Risk (e)
Not Designated as Hedging Instrument
Risk Managemer MMBtu  (14,396,62) (15,570,62) (35,487,18)
Other MMBtu (7,500 (7,102,501
Risk Management (c Barrels (730,000 (732,000

(@) includes physical and financial derivative trangatd that settle against the Henry Hub pr
(b) includes physical and financial derivative trangaxg priced off the difference in value between@eantral Hub and another speci
delivery point;
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includes physical derivative transactions auaknown future price, including purchases of 89,638 MMBtu primarily on behalf of

WPZ and sales of 117,167,110 MMB

includes financial derivatives entered intd&glge our crude oil exposure that were not desgnata hedging relationship at December

31, 2011

includes all fixed price options or combinationogitions that set a floor and/or ceiling for thengaction price of a commodit

Fair values and gains (losses)

The following table presents the fair value of gystommodity derivatives. Our derivatives are prése as separate line items in our
Consolidated Balance Sheet as current and nonduteeivative assets and liabilities. Derivatives elassified as current or noncurrent based
on the contractual timing of expected future nahcfows of individual contracts. The expected fatoet cash flows for derivatives classified
as current are expected to occur within the nexhd@ths. The fair value amounts are presentedgrnss basis and do not reflect the nettin
asset and liability positions permitted under #rents of our master netting arrangements. Furtherammounts below do not include cash held
on deposit in margin accounts that we have receivedmitted to collateralize certain derivativesjions.

December 31

2011

Asset: Liabilities

Designated as hedging instrume $36C $ 13
Not designated as hedging instrume

Legacy natural gas contracts from former powernmss 93 92

All other _ 63 54

Total derivatives not designated as hedging instnts _15¢ 14¢€

Total derivatives $51¢€ $ 15¢

(Millions)

2010
Asset: Liabilities
$28¢ $ 22
18€ 187
99 80
28E 267
$57:3 $ 28¢

The following table presents pre-tax gains anddeder our energy commodity derivatives designatedash flow hedges, as recognized
in accumulated other comprehensive income (AOCHewenues.

Years Ended
December 31,
2011 2010
(Millions)
Net gain recognized in other comprehensive incdoss) (effective
portion) $ 418 $ 50t
Net gain reclassified froraccumulated other comprehensive income
(loss)into income (effective portion) (: $ 331 $ 354
Gain recognized in income (ineffective portic $ — $ 9

Classification

AOCI

Revenue!
Revenue!

Gains reclassified from accumulated other cahensive income (loss) primarily represent realg&ids associated with our production

reflected in oil and gas sal¢

There were no gains or losses recognized in inasreeresult of excluding amounts from the assedsofidéredge effectiveness.
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The following table presents pre-tax gains anddsder our energy commodity derivatives not dedigth@as hedging instruments.

Years Ended
December 31,
2011 2010
(Millions)
Gas management revent $ 30 $ 47
Gas management expen: — 28
Net gain $ 30 $ 19

The cash flow impact of our derivative activitispresented in the Consolidated Statement of Clag¥sFas changes in current and
noncurrent derivative assets and liabilities.

Credit-risk-related features

Certain of our derivative contracts contain cretik-related provisions that would require us, émtain circumstances, to post additional
collateral in support of our net derivative liatyilpositions. These credit-risk-related provisioeguire us to post collateral in the form of cash
or letters of credit when our net liability posit®exceed an established credit threshold. Thét¢cheesholds are typically based on our senior
unsecured debt ratings from Standard and Poor®eaMbody’s Investors Service. Under these consiagicredit ratings decline would lower
our credit thresholds, thus requiring us to posiitimhal collateral. We also have contracts thattaim adequate assurance provisions giving the
counterparty the right to request collateral irmarount that corresponds to the outstanding netitiabAdditionally, we have an unsecured
agreements with certain banks related to econosdging activities. We are not required to provid#ateral support for net derivative liabil
positions under these agreements.

As of December 31, 2011, we had collateral totafhg million posted to derivative counterpartiestpport the aggregate fair value of
our net $37 million derivative liability positiomgflecting master netting arrangements in placé egtrtain counterparties), which includes a
reduction of less than $1 million to our liabilialance for our own nonperformance risk. At Decen®de 2010, we had collateral totaling
$8 million posted to derivative counterparties,ddlivhich was in the form of letters of credit,qopport the aggregate fair value of our net
derivative liability position (reflecting masterttiag arrangements in place with certain countediggy of $36 million, which included a
reduction of less than $1 million to our liabilivalance for our own nonperformance risk. The adiidi collateral that we would have been
required to post, assuming our credit threshold®wéminated and a call for adequate assuranceruhd credit risk provisions in our
derivative contracts was triggered, was $19 milbowl $29 million at December 31, 2011 and Decer@BbeR010, respectively.

Cash flow hedges

Changes in the fair value of our cash flow hedtethe extent effective, are deferred in AOCI aadassified into earnings in the same
period or periods in which the hedged forecastediases or sales affect earnings, or when it isgbite that the hedged forecasted transaction
will not occur by the end of the originally speeifitime period. As of December 31, 2011, we hawgéeé portions of future cash flows
associated with anticipated energy commodity pwseband sales for up to two years. Based on retealees at December 31, 2011,
$219 million of net gains (net of income tax praersof $127 million) will be reclassified into eangs within the next year. These recorded
values are based on market prices of the commsdieof December 31, 2011. Due to the volatilersatficommodity prices and changes in
the creditworthiness of
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counterparties, actual gains or losses realizeldinvihe next year will likely differ from these wads. These gains or losses are expected to
substantially offset net losses or gains that bélirealized in earnings from previous unfavorabl&aweorable market movements associated
with underlying hedged transactions.

Concentration of Credit Risk
Cash equivalents

Our cash equivalents are primarily invested in &inith high-quality, short-term securities and instents that are issued or guaranteed
by the U.S. government.

Accounts receivable

The following table summarizes concentration okireables (other than as relates to Williams), rfielllowances, by product or service
of December 31:

2011 2010
(Millions)
Receivables by product or servi
Sale of natural gas and related products and &= $28€ $272
Joint interest ownetr 15C 83
Other 11 7
Total $447 $362

Natural gas customers include pipelines, distrdoutiompanies, producers, gas marketers and inalussers primarily located in the
eastern and northwestern United States, Rocky Minseind Gulf Coast. As a general policy, colldtisraot required for receivables, but
customers’ financial condition and credit worthis@se evaluated regularly.

Derivative assets and liabilities

We have a risk of loss from counterparties notqrenfng pursuant to the terms of their contractidigations. Counterparty performance
can be influenced by changes in the economy andatgy issues, among other factors. Risk of ledmpacted by several factors, including
credit considerations and the regulatory envirortmrewhich a counterparty transacts. We attemphitcimize credit-risk exposure to
derivative counterparties and brokers through férenedit policies, consideration of credit ratirfgem public ratings agencies, monitoring
procedures, master netting agreements and collatgvport under certain circumstances. Collatarppsrt could include letters of credit,
payment under margin agreements, and guarantges/ofent by credit worthy parties.

We also enter into master netting agreements tigaié counterparty performance and credit risk.img2011, 2010 and 2009, we did
not incur any significant losses due to countegpbankruptcy filings.
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The gross credit exposure from our derivative @misr as of December 31, 2011, is summarized asiell

Investment
Counterparty Type Grade* Total
(Millions)
Gas and electric utilities and integrated oil aad gompanie $ 2 $ 2
Energy marketers and trad: — 50
Financial institution: 41C 464
$ 41z 51€
Credit reserve —
Gross credit exposure from derivati\ $51€

We assess our credit exposure on a net basisléotrafaster netting agreements in place with aeaunterparties. We offset our credit
exposure to each counterparty with amounts we beedunterparty under derivative contracts. Thecreddit exposure from our derivatives as
of December 31, 2011, excluding collateral supdmtussed below, is summarized as follows.

Investmenti
Counterparty Type Grade* Total
(Millions)
Gas and electric utilitie $ 2 $ 2
Energy marketers and trad: — 4
Financial institution: 374 38¢
$ 37¢ 394
Credit reserve —
Net credit exposure from derivativ $394

*  We determine investment grade primarily using pplavailable credit ratings. We include countetiggrwith a minimum Standard
Poo''s rating of BBE- or Moody's Investors Service rating of Baa3 in investmeatgt

Our seven largest net counterparty positions repitespproximately 97 percent of our net credit exjpe from derivatives and are all w
investment grade counterparties. Included withig ¢ginoup are counterparty positions hedging oudpection of energy commaodities,
representing 88 percent of our net credit expoBore derivatives. Under our new marginless hedgiggeements with key banks, we nor the
participating financial institutions are requiredgrovide collateral support related to hedgingvés.

At December 31, 2011, we hold collateral suppohiclv may include cash or letters of credit, of $iliom related to our other derivative
positions.
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Revenues

During 2011 and 2010, BP Energy Company, a domestimment customer, accounted for 11% and 13% afansolidated revenues,
respectively. During 2009, there were no custorfarsvhich our sales exceeded 10 percent of ouraa@zed revenues. Management belie
that the loss of any individual purchaser would mte a long-term material adverse impact on thenftial position or results of operations of

the Company.

Note 18. Segment Disclosures
Our reporting segments are Domestic and Internati¢Bee Note 1.)

Our segment presentation is reflective of the palerel focus by our chief operating decision-malkemnsidering the resource allocation
and governance provisions. Domestic and Internatioraintain separate capital and cash managenraentwses. These factors, coupled with
differences in the business environment associaitbdoperating in different countries, serve tdfeliéntiate the management of this entity as a
whole.

Performance Measuremer

We evaluate performance based upon segment revandesegment operating income (loss). The accayipiiticies of the segments are
the same as those described in Note 1. There argareegment sales between Domestic and Intemadti€osts historically allocated from
Williams were not allocated by us to our Internatibsegment.
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The following tables reflect the reconciliationsfigment revenues and segment operating income {goss/enues and operating income
(loss) as reported in the Consolidated Stateme®pefrations. Long-lived assets are comprised afggpooperty, plant and equipment and long-
term investments.

For the year ended December 31, 2011 Domestic International Total
(Millions)
Total revenue $ 3,87¢ $ 11C $ 3,98¢
Costs and expense
Lease and facility operatir $ 26€ $ 27 $ 29t
Gathering, processing and transporta 49¢ — 49¢
Taxes other than incon 11¢ 21 14C
Gas management, including charges for unutilizpelpie
capacity 1,47: — 1,47:
Exploration 131 3 134
Depreciation, depletion and amortizati 927 22 94¢
Impairment of producing properties and costs oliaegl
unproved reserve 547 — 547
General and administrati\ 278 12 28t
Othet—net (2) 3 1
Total costs and expens $ 4,23¢ $ 88 $ 4,32¢
Operating income (los: $ (357) $ 22 $ (33%
Interest expense, including affilia (117) — (117)
Interest capitalize 9 — 9
Investment income and oth 6 20 26
Income (loss) from continuing operation before imeotaxe: $ (459 $ 42 $ (419
Other financial information
Net capital expenditure $ 1,531 $ 41 $ 1,572
Total asset $10,14¢ $ 28¢ $10,43:
Long-lived asset: $12,28¢ $ 354 $12,63¢
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Total revenue
Costs and expense

Lease and facility operatir

Gathering, processing and transporta

Taxes other than incon

Gas management, including charges for unutilizpélie
capacity

Exploration

Depreciation, depletion and amortizati

Impairment of producing properties and costs oliaegl
unproved reserve

Goodwill impairment

General and administrati\

Other—net

Total costs and expens
Operating income (los:

Interest expense, including affilia
Interest capitalize

Investment income and oth

Income (loss) from continuing operation before imeotaxe:
Other financial information

Net capital expenditure
Total asset
Long—Ilived asset:
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For the year ended December 31, 2010 Domestic International
(Millions)
$ 3,94t $ 89
$ 267 $ 19
32€ —
10¢ 16
1,771 —
67 6
85¢ 17
67¢€ —
1,00¢ —
244 9
19 —
$ 5,30¢ $ 67
$(1,359 $ 22
(124) —
16 —
4 17
$(1,469) $ 39
$ 1,821 $ 35
$ 9,59( $ 25€
$12,36: $ 30€
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For the year ended December 31, 20( Domestic International
(Millions)
Total revenue $ 3,60: $ 78
Costs and expense
Lease and facility operatir $ 247 $ 16
Gathering, processing and transporta 278 —
Taxes other than incon 80 13
Gas management, including charges for unutilizpelpie
capacity 1,49¢ —
Exploration 53 1
Depreciation, depletion and amortizati 87C 17
Impairment of producing properties and costs oliaegl
unproved reserve 15 —
General and administrati\ 242 9
Other—net 32 1
Total costs and expens $ 3,307 $ 57
Operating incomt $ 29€ $ 21
Interest expense, including affilia (200) —
Interest capitalize —
Investment income and oth 5 3
Income from continuing operation before income & $ 2i¢ $ 24
Other financial information
Net capital expenditure $ 1,40¢ $ 25
Total asset $10,32: $ 23C
Long—lived asset: $11,01¢ $ 27C
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WPX Energy, Inc.
QUARTERLY FINANCIAL DATA

(Unaudited)
Summarized quarterly financial data are as follows:
First Second Third Fourth
Quarter Quarter Quarter Quarter
(Millions, except pel-share amounts)
2011
Revenue: $ 984 $ 99C $ 1,022 $ 99z
Operating costs and expen: 862 841 92¢ 85¢
Income (loss) from continuing operatic 7 28 19 (32€)
Net income (loss (D) 28 16 (335)
Amounts attributable to WPX Energ
Net income (loss 3) 25 14 (33¢)
Basic and diluted earnings (loss) per common sl
Income (loss) from continuing operatic 0.0z 0.1z 0.0¢ (1.67)
2010
Revenue: $1,164 $ 904 $ 1,00¢ $ 96C
Operating costs and expen: 96C 77t 882 83¢
Income (loss) from continuing operatic 83 32 (1,410 2C
Net income (loss 83 31 (1,417 14
Amounts attributable to WPX Energ
Net income (loss 81 29 (1,419 12
Basic and diluted earnings (loss) per common sl
Income (loss) from continuing operatic 0.41 0.1t (7.17) 0.0¢

The sum of earnings per share for the four quaneay not equal the total earnings per share forytear due to rounding.

Net losgor fourth-quarter 2011 includes the following geecitems:

e $547 million of impairments of producing propertasd costs of acquired unproved reserves (seeNard $13 million of
impairments related to the Arkoma discontinued apens (see Note 3

Net incoméor third-quarter 2011 includes the following pee¢titems:
»  $50 million write-off of leasehold costs associated with approxiryaiél percent of our Columbia County, Pennsylvaci@age
* $11 million of dry hole costs associated with anlergtory Marcellus Shale well in Columbia Coun

Net lossfor third-quarter 2010 includes the following pee<titems:
* $1,003 million impairment of goodwill (see Note
» $678 million of impairments of certain producing pesties and acquired unproved reserves (see Np
*  $15 million of exploratory dry hole cosl
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WPX Energy, Inc.

Supplemental Oil and Gas Disclosures
(Unaudited)

We have significant oil and gas producing actigitigimarily in the Rocky Mountain, Northeast anddMiontinent areas of the United
States. Additionally, we have international oil ayas producing activities, primarily in Argentirighe following information excludes our gas
management activities.

With the exception of Capitalized Costs in 2011 Hr&Results of Operations for all years presentedfollowing information includes
our Arkoma Basin operations which have been redatediscontinued operations in our consolidateahitial statements. These operations
represent less than one percent of our total docnesd international proved reserves for all pesiptesented.

Capitalized Costs

As of December 31, 201

Entity 's share
of
international
Consolidatec equity method
Domestic International Total investee
Proved Propertie $ 9,85¢ $ 213 $ 10,061 $ 22C
Unproved propertie 2,09¢ 3 2,097 —
11,94¢ 21¢ 12,16« 22C
Accumulated depreciation, depletion and amortizasiod
valuation provision: (3,867 (109 (3,97¢) (129
Net capitalized cost $ 8,081 $ 107 $ 8,18¢ $ 91
As of December 31, 2011
Entity 's share
of
international
Consolidatec equity method
Domestic International Total investee
Proved Properties $10,11¢ $ 25¢ $ 10,37¢ $ 25/
Unproved propertie 1,68¢ 3 1,68¢ —
11,80z 262 12,06¢ 254
Accumulated depreciation, depletion and amortizasiod
valuation provision: 3,69¢ (139 (3,829 (159
Net capitalized cost $ 8,10¢ $ 12¢ $ 8,23t $ 10C

» Excluded from capitalized costs are equipment andifies in support of oil and gas production 849 million and $312 million,
net, for 2011 and 2010, respective

» Proved properties include capitalized costs foanil gas leaseholds holding proved reserves, dawnelat wells including
uncompleted development well costs and successfilbeatory wells,

* Unproved properties consist primarily of unproveddehold costs and costs for acquired unprovenvess

13
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WPX Energy, Inc.
Supplemental Oil and Gas Disclosures—(continued)

(Unaudited)
Cost Incurred
Entity's share
of
international
equity method
Domestic International investee
(Millions)
For the Year Ended December 31, 20C
Acquisition $ 30t $ 3 $ —
Exploration 51 3 3
Developmen 87¢ 19 21
$1,23¢ $ 25 $ 24
For the Year Ended December 31, 201
Acquisition $1,731 $ — $ —
Exploration 22 13 3
Developmen 98¢ 27 25
$2,741 $ 40 $ 28
For the Year Ended December 31, 201
Acquisition $ 45 $ — $ —
Exploration 31 20 8
Developmen 1,461 24 26
$1,53i $ 44 $ 34

» Costs incurred include capitalized and expenseaisit

» Acquisition costs are as follows: The 2011 costspaimarily for additional leasehold in the Appdiamn basin. The 2010 costs are
primarily for additional leasehold in the Willist@md Appalachian basins and include approximatéB23$nillion of proved
property values. The 2009 costs are primarily fiditonal leasehold and reserve acquisitions inRfoeance basin, and include
$85 million of proved property value

» Exploration costs include the costs incurred farlggical and geophysical activity, drilling and guping exploratory wells,
including costs incurred during the year for welktermined to be dry holes, exploratory lease aitiprs and retaining
undeveloped leaseholc

» Development costs include costs incurred to gatessto and prepare well locations for drilling &mdirill and equip wells in ot
development basin

* We have classified our step-out drilling and siteparation costs in the Powder River basin as dewe¢ént. While the immediate
offsets are frequently in the dewatering stagedehelopment classification better reflects the tek profile of the costs incurre
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Supplemental Oil and Gas Disclosures—(continued)

(Unaudited)

Results of Operations

For the Year Ended December 31, 20C
Revenues
Natural gas sale
Natural gas liquid sale
Oil and condensate sal
Other revenue
Total revenue
Costs:
Lease and facility operatir
Gathering, processing and transportation, includixjgenses with William
Taxes other than incon
Exploration
Depreciation, depletion and amortizati
Impairment of costs of acquired unproved rese
General and administrati\
Other (income) expen:
Total costs
Results of operatior
(Provision) benefit for income tax
Exploration and production net income (lo

For the Year Ended December 31, 201
Revenues
Natural gas sale
Natural gas liquid sale
Oil and condensate sal
Other revenue
Total revenue
Costs:
Lease and facility operatir
Gathering, processing and transportation, inclugixgenses with William
Taxes other than incon
Exploration
Depreciation, depletion and amortizat
Impairment of certain natural gas properties inkhéNorth Basir
Impairment of costs of acquired unproved rese
Goodwill impairment
General and administrati\
Other (income) expen:
Total costs
Results of operatior
(Provision) benefit for income tax
Exploration and production net income (lo
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Domestic International
(Millions)
$1,91¢ $ 13
13€ 3
38 59
39 3
2,12¢ 78
247 16
272 —
80 13
53 1
86¢ 17
15 —
221 9
33 1
1,791 57
33¢€ 21
123) €)
$ 21F $ 13
Domestic International
(Millions)
$1,797 $ 15
28z 3
57 71
40 —
2,17¢ 89
267 19
32¢€ —
10¢ 16
67 6
85¢ 17
503 —
17t —
1,00¢: —
22t 9
(19 —
3,51« 67
(1,33¢) 22
12¢ ©)
$(1,21F $ 14

Total
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WPX Energy, Inc.
Supplemental Oil and Gas Disclosures—(continued)

(Unaudited)
Domestic
For the Year Ended December 31, 201
Revenues
Natural gas sale $1,77¢
Natural gas liquid sale 404
Oil and condensate sal 22¢
Other revenue 9
Total revenue 2,421
Costs:
Lease and facility operatir 26¢€
Gathering, processing and transportation, includixpgenses with William 49¢
Taxes other than incon 11¢
Exploration 131
Depreciation, depletion and amortizati 927
Impairment of certain natural gas properties inkfhéNorth Basir 18C
Impairment of certain natural gas properties inRbgder River Basi 27¢€
Impairment of costs of acquired unproved rese 91
General and administrati\ 25€
Other (income) expen: 2
Total costs 2,74F
Results of operatior (329
(Provision) benefit for income tax 11¢
Exploration and production net income (lo $ (209

International
(Millions)

$ 16
4

86

4

11C

27
21

3
22

12
3

88
22
_®
$ 14

Total

« Amount for all years exclude the equity earningsrfrthe international equity method investee. Eqeéynings from this investe

were $24 million, $16 million and $14 million in 20, 2010 and 2009, respective
» Natural gas revenues consist of natural gas pramusbld and includes the impact of hed

» Other revenues consist of activities that are diréct part of the producing activities. Other exges in 2009 also incluc

$32 million of expense related to penalties from d¢arly release of drilling rig

» Exploration expenses include the costs of geoldgicd geophysical activity, drilling and equippiegploratory wells determined
be dry holes and the cost of retaining undeveldpaseholds including lease amortization and impaints

« Depreciation, depletion and amortization includepréciation of support equipment. Additionally, 200cludes $17 million
additional depreciation, depletion and amortizatisra result of our recalculation of fourth quadepreciation, depletion and
amortization utilizing our year-end reserves. Thedr reserves in fourth quarter 2009 were primaxihgsult of the application of

new rules issued by the SE
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Supplemental Oil and Gas Disclosures—(continued)
(Unaudited)

Proved Reserves

Our proved reserves were previously reported oonebined products basis, however, with the incréasiee significance of our oil and
natural gas liquids reserves estimates we haveaegesour disclosure into natural gas, oil and regas liquids. As a result, previously
reported periods have been recast to reflect themupresentation. The International reservegpdnearily attributable to a consolidated
subsidiary (Apco) in which there is a 31 percemaantrolling interest. The Entity’s share of intational equity method investee represents
Apco’s 40.8% interest in reserves of Petrolera&htrmas S.A.

Natural Gas (Bcf)
Entity 's share o

international
equity method

Domestic International investee Combined
Proved reserves at December 31, 20! 4,321.: 74.L 23.¢ 4,419.¢
Revisions (984.5) 7.3 0.7 (976.5)
Purchase 156.4 — — 156.¢
Extensions and discoveri 998.4 11.€ 15.z 1,025.!
Production (421.9) (9.0 (3.9 (434.9)
Proved reserves at December 31, 20! 4,069." 84.t 36.1 4,190.¢
Revisions (274.%) (23.7) 2.2 (285.6)
Purchase 37.¢ — — 37.2
Extensions and discoveri 478.7 11.¢€ 13.7 504.:
Production (396.9) (9.0 (3.9) (409.6)
Proved reserves at December 31, 20: 3,914.; 74.c 48.2 4,036."
Revisions (279.9 0.2 (4.0 (283.29)
Purchase 8.C — — 8.C
Divestitures (12.9) — — (12.9)
Extensions and discoveri 769.7 9.€ 11.5 790.¢
Production (416.9 (9.7) (4.7) (430.6)
Proved reserves at December 31, 20: 3,982.¢ 75.C 51.C 4,108.¢
Proved developed reserves at December 31, 2( 2,298.¢ 55.C 23.C 2,376.¢
Proved developed reserves at December 31, 2( 2,368.! 43.4 27.¢ 2,439.¢
Proved developed reserves at December 31, 2( 2,497.1 48.4 28.t 2,574..
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WPX Energy, Inc.

Supplemental Oil and Gas Disclosures—(continued)

(Unaudited)
NGLs (MMBbls)

Entity’s share

of international

equity method

Domestic International investee

Proved reserves at December 31, 20! — 0.7 0.8
Revisions 50.2 0.1 —
Purchase 0.1 — —
Extensions and discoveri 18.4 0.3 0.3
Production (4.7) (0.1) (0.1)
Proved reserves at December 31, 20! 64.1 1.C 1.C
Revisions 30.7 — —
Purchase 0.2 — —
Extensions and discoveri 8.C 0.1 0.2
Production (8.7) (0.7 (0.7)
Proved reserves at December 31, 20: 95.¢ 1.0 1.1
Revisions 23.C (0.2 (0.7)
Purchase 0.3 — —
Extensions and discoveri 25.C — —
Production (20.7) (0.2) (0.2)
Proved reserves at December 31, 20: 134.C 0.8 0.€
Proved developed reserves at December 31, 2( 31.€ 0.8 0.7
Proved developed reserves at December 31, 2( 48.7 0.7 0.7
Proved developed reserves at December 31, 2( 72.1 0.6 0.€
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Proved reserves at December 31, 20!
Revisions

Purchase

Extensions and discoveri

Production

Proved reserves at December 31, 20!
Revisions

Purchase

Extensions and discoveri

Production

Proved reserves at December 31, 20:
Revisions

Extensions and discoveri

Production

Proved reserves at December 31, 20:

WPX Energy, Inc.

Supplemental Oil and Gas Disclosures—(continued)
(Unaudited)

Proved developed reserves at December 31, 2(
Proved developed reserves at December 31, 2(
Proved developed reserves at December 31, 2(

141

QOil (MMBDbIs)
Entity’ s share o
international
equity method

Domestic International investee Combined
2.9 8.¢ 9.9 21.7%
0.8 0.7 0.8 2.3
0.5 — — 0.t
1.3 2.6 3.9 8.1
(0.9) (1.9 (1.6) (3.9
4.7 11.1 13.C 28.¢
(0.9) 0.1 0.3 (0.5
20.5 — — 20.t
0.9 2.C 1.7 4.€
(0.9 (1.9 (1.6) (3.9
24 11.€ 13.4 49.€
1.2 (0.7) (0.9) (0.4)
245 1t 1.3 27.1
(2.7 (1.9 (1.6) (5.7
47.1 11.: 12.2 70.€
1.9 7.C 7.8 16.7
4.0 7.1 8.1 19.2
13.€ 6.8 7.€ 28.C
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WPX Energy, Inc.

Supplemental Oil and Gas Disclosures—(continued)

(Unaudited)
All products (Bcfe) (1)

Entity’s share

of international

equity method
Domestic International investee Combined
Proved reserves at December 31, 20! 4,338.¢ 132.2 88.1 4,558.¢
Revisions (678.2) 11.¢€ 5E (660.¢)
Purchase 159.¢ — — 159.¢
Extensions and discoveri 1,116.¢ 31.C 40.5 1,188.:
Production (455.0 (18.9) (14.9 (487.2)
Proved reserves at December 31, 20! 4,481.¢ 156.¢ 120.1 4,758.¢
Revisions (95.9) (12.5) 4.C (104.9)
Purchase 161.¢ — — 161.¢
Extensions and discoveri 537.k 24.F 25.1 587.1
Production 450.7) (17.9 (14.0 (481.9)
Proved reserves at December 31, 20: 4,635.( 151.¢ 135.2 4,921.¢
Revisions (134.9) (4.€) (10.0 (148.¢
Purchase 9.¢ — — 9.¢
Divestitures (12.9) — — (12.9)
Extensions and discoveri 1,065.! 18.€ 19.: 1,103.«
Production 493.7 (18.2) (14.9 526.2
Proved reserves at December 31, 20: 5,070 147.2 129.¢ 5,346.¢
Proved developed reserves at December 31, 2( 2,499.1 101.¢ 74.C 2,675.;
Proved developed reserves at December 31, 2( 2,684.¢ 90.1 80.7 2,855.:
Proved developed reserves at December 31, 2( 3,011.! 93.C 77.0 3,182.:

(1) Oil and natural gas liquids were converted to Bdimg the ratio of one barrel of oil, condensatélGiLs to six thousand cubic feet

natural gas

» The SEC defines proved oil and gas reserves (Ra&d) of Regulation S-X) as those quantities baod gas, which, by analysis
of geoscience and engineering data, can be estimatie reasonable certainty to be economically poiidle—from a given date
forward, from known reservoirs, and under exis&egnomic conditions, operating methods, and govemmegulations—prior to
the time at which contracts providing the righbtfzerate expire, unless evidence indicates thatwa@ris reasonably certain,
regardless of whether deterministic or probabdistiethods are used for the estimation. The progeektract the hydrocarbons m
have commenced or the operator must be reasonatilircthat it will commence the project withinemsonable time. Proved
reserves consist of two categories, proved devdlopgerves and proved undeveloped reserves. Pdawedbped reserves are
currently producing wells and wells awaiting mirsates connection expenditure, recompletion, additiperforations or borehole
stimulation treatments. Proved undeveloped resarethose reserves which are expected to be nebfrem new wells on
undrilled acreage or from existing wells where latreely major expenditure is required for recontjgle. Proved reserves on

undrilled acreage are generally limited to those tan be developed within five years accordinglamned drilling activity. Proved

reserves on undrilled acreage also can includditotathat are more than one offset away from ctippeoducing wells where there
is a reasonable certainty of production when dtitbe where it can be demonstrated with reasonadstaiaty that there is continuity
of production from the existing productive formati

Purchases in 2009 and 2010 include proved develmgsenives of 24 Bcfe and 42 Bcfe, respectiv
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Supplemental Oil and Gas Disclosures—(continued)
(Unaudited)

* Revisions in 2011 and 2010 primarily relate torbeassification of reserves from proved to probabkerves attributable
locations not expected to be developed within figars. A significant portion of the revisions f@&® are a result of the impact of
the new SEC rules. Proved reserves are lower beadubke lower 12-month average, first-of-the-maontice as compared to the
2008 yee-end price, and the revision of proved undevelogsénve estimates based on new guide

» Natural gas reserves are computed at 14.73 powardsgpare inch absolute and 60 degrees Fahre

Standardized Measure of Discounted Future Net Cashlows Relating to Proved Oil and Gas Reserves

The following is based on the estimated quantifgsroved reserves. Prices are based on the 12hnaeetage price computed as an
unweighted arithmetic average of the price as effittst day of each month, unless prices are ddfinecontractual arrangements. For the years
ended December 31, 2011 and 2010 and 2009, thagevdomestic natural gas equivalent price, inclydieductions for gathering, processing
and transportation, used in the estimates was $33898 and $2.62 per MMcfe, respectively. Thedase in the equivalent price reflects the
impact of oil and NGLs growth in our reserves. Fataash inflows for the years ended December 310 2@id 2009 reflect deductions for the
estimates for gathering, processing and transpamtafor the year ended December 31, 2011, thmatds for gathering, processing and
transportation are included in production costsufalincome tax expenses have been computed coingi@pplicable taxable cash flows and
appropriate statutory tax rates. The discountof® percent is as prescribed by authoritativelgace. Continuation of year-end economic
conditions also is assumed. The calculation isdaseestimates of proved reserves, which are réiger time as new data becomes availz
Probable or possible reserves, which may becomeegrim the future, are not considered. The calmnadlso requires assumptions as to the
timing of future production of proved reserves, #meltiming and amount of future development aratipction costs.

Numerous uncertainties are inherent in estimatolgmes and the value of proved reserves and iregtiag future production rates and
timing of development expenditures. Such resertienates are subject to change as additional infaomdecomes available. The reserves
actually recovered and the timing of production rbaysubstantially different from the reserve estésa
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WPX Energy, Inc.
Supplemental Oil and Gas Disclosures—(continued)

(Unaudited)
Standardized Measure of Discounted Future Net Cashlows
Entity’s share
of
international
equity
method
As of December 31, 2010 Domestic International(1) investee(2)
(Millions)
Future cash inflow $16,15 $ 77¢ $ 787
Less:
Future production cos 4,92 273 27¢
Future development cos 2,96( 89 92
Future income tax provisiot 2,722 98 114
Future net cash flown 5,54z 31¢ 30¢
Less 10 percent annual discount for estimated grofrcash flows 2,72%) (127) (117)
Standardized measure of discounted future netioisivs $ 2,81« $ 19¢€ $ 18¢
Entity’ s share
of
international
equity methoc
As of December 31, 2011 Domestic International(1) investee(2)
Future cash inflows $25,49¢ $ 897 $ 891
Less:
Future production cos 11,73¢ 34C 33€
Future development cos 3,48¢ 12¢€ 117
Future income tax provisior 3,19¢ 10C 117
Future net cash flown 7,08( 331 321
Less 10 percent annual discount for estimated grofrcash flows (3,489 (1329 (129
Standardized measure of discounted future netioéisivs $ 3,591 $ 19¢ $ 197

(1) Amounts attributable to a consolidated subsidiagycp) in which there is a 31 percent noncontrollimgrest.
(2) Represents Ap(s 40.8% interest in Petrolera Entre Lomas
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Supplemental Oil and Gas Disclosures—(continued)
(Unaudited)

Sources of Change in Standardized Measure of Discoted Future Net Cash Flows

Entity’s share
of
internatjonal
equity
method
For the Year Ended December 31, 2009 Domestic International(1) investee(2)
(Millions)
Standardized measure of discounted future netftask beginning of
period $ 3,17 $ 17& $ 131
Changes during the ye:
Sales of oil and gas produced, net of operatingst (1,00¢) (49) (45)
Net change in prices and production ct (3,310 (35 (49
Extensions, discoveries and improved recovery,dstimmated future
costs 1,131 — —
Development costs incurred during y: 38¢ 17 21
Changes in estimated future development ¢ 701 Q) 3
Purchase of reserves in place, less estimatedsfatsts 171 — —
Revisions of previous quantity estima (923) 79 88
Accretion of discoun 45( 21 17
Net change in income tax 932 (@) 2
Other 5 (28 (29
Net change: (1,460 — &)
Standardized measure of discounted future netftash end of perioc $1,718 $ 17E $ 12¢
Entity’s share
of
internatjonal
equity
method
For the Year Ended December 31, 2010 Domestic International(1) investee(2)
(Millions)
Standardized measure of discounted future netftask beginning o
period $ 1,718 $ 17k $ 12¢
Changes during the ye:
Sales of oil and gas produced, net of operatingst (1,44¢) (59) (55
Net change in prices and production ct 1,921 34 43
Extensions, discoveries and improved recovery,dstimmated future
costs 724 — —
Development costs incurred during y: 633 26 25
Changes in estimated future development ¢ (292 12 (15
Purchase of reserves in place, less estimatedsfatsts 43¢ 2 —
Revisions of previous quantity estima (332) 26 63
Accretion of discoun 22C 22 17
Net change in income tax (75¢) (13 (20
Other (8 (3 (€]
Net change: 1,101 23 57
Standardized measure of discounted future netftask end of perioc $ 2,81« $ 19€ $ 18€
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Supplemental Oil and Gas Disclosures—(continued)

(Unaudited)
Entity’ s share
of
internat.ional
equity
method
For the Year Ended December 31, 201 Domestic International(1) investee(2)
(Millions)
Standardized measure of discounted future netftask beginning o
period $ 2,81« $ 19¢ $ 18¢€
Changes during the ye:
Sales of oil and gas produced, net of operatingst (1,199 (64) (612)
Net change in prices and production ct 49t 26 29
Extensions, discoveries and improved recovery,dstimated futur
costs 1,661 — —
Development costs incurred during y: 59: 23 25
Changes in estimated future development ¢ (750 32 (30
Purchase of reserves in place, less estimatedefatsts 15 — —
Sale of reserves in place, loss estimated futuses (20 — —
Revisions of previous quantity estima (209) 22 18
Accretion of discoun 39t 25 26
Net change in income tax (22€) 6 4
Other 17 (5 —
Net change 771 1 11
Standardized measure of discounted future netft@sh end of perioc $ 3,591 $ 19¢ $ 197

(1) Amounts attributable to a consolidated subsidiagycp) in which there is a 31 percent noncontrollimgrest.
(2) Represents Ap(s 40.8% interest in Petrolera Entre Lomas
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ltem 9. Changes in and Disagreements with Accountants orcéanting and Financial Disclosure
None.

Item 9A.  Controls and Procedure
Disclosure Controls and Procedures

Our management, including our Chief Executive @ffiand Chief Financial Officer, does not expect tha disclosure controls and
procedures (as defined in Rules 13a—15(e) and 15de)bf the Securities Exchange Act) (Disclosurat@as) will prevent all errors and all
fraud. A control system, no matter how well cone€ihand operated, can provide only reasonable bhsmiate, assurance that the objectives of
the control system are met. Further, the designaafntrol system must reflect the fact that theeerasource constraints, and the benefits of
controls must be considered relative to their c@&tgause of the inherent limitations in all cohtrgstems, no evaluation of controls can
provide absolute assurance that all control isamésinstances of fraud, if any, within the comphaye been detected. These inherent
limitations include the realities that judgmentsiacision-making can be faulty, and that breakdosarsoccur because of simple error or
mistake. Additionally, controls can be circumvenbgcthe individual acts of some persons, by collusif two or more people, or by
management override of the control. The desigmgfsystem of controls also is based in part upetateassumptions about the likelihood of
future events, and there can be no assurancerthatesign will succeed in achieving its stated gaailder all potential future conditions.
Because of the inherent limitations in a cost-effeccontrol system, misstatements due to errdraard may occur and not be detected. We
monitor our Disclosure Controls and make modifimasi as necessary; our intent in this regard isttieaDisclosure Controls will be modified
as systems change and conditions warrant.

Evaluation of Disclosure Controls and Procedures

An evaluation of the effectiveness of the desigth eperation of our Disclosure Controls was perfatrag of the end of the period
covered by this report. This evaluation was perftrander the supervision and with the participatibaur management, including our Chief
Executive Officer and Chief Financial Officer. Bdsgpon that evaluation, our Chief Executive Offiaed Chief Financial Officer concluded
that these Disclosure Controls are effective aasonable assurance level.

As disclosed in our Form 10 filing, we previoushldhidentified two material weaknesses: one relaigde timing of the recognition of
certain compression deficiency obligations undengession service agreements, and one reflectangdgregation of two significant
deficiencies relating to aspects of depreciati@pletion and amortization of property, plant andipment.

We have modified our internal controls related datcact reviews and monitoring of special contratfrovisions for future contingent
events. In addition, we performed reviews of altenial historical gas management contracts in omeetermine that no unidentified special
provisions for future contingent events existed. &é» modified our internal controls around ourgasses related to property, plant and
equipment. We consider these items to be remedéatddhe identified material weaknesses no longistesl as of the end of the period
covered by this report.

Management’'s Annual Report on Internal Control over Financial Reporting

This annual report does not include a report ofagament’s annual assessment of internal controlfinancial reporting due to a
transition period established by the rules of theusities and Exchange Commission for newly putdimpanies.

Report of Independent Registered Public Accountingrirm on Internal Control Over Financial Reporting

This annual report does not include an attestaport of our registered public accounting firmaedjng internal control over financial
reporting due to a transition period establishedhieyrules of the Securities and Exchange Comnrigsionewly public companies.

Fourth Quarter 2011 Changes in Internal Controls

Other than described above, there have been ngebaluring the fourth quarter of 2011 that haveenity affected, or are reasonably
likely to materially affect, our Internal Contradser financial reporting.

Item 9B.  Other Information
None.
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PART IlI

Iltem 10.  Directors, Executive Officers and Corporate Govenae

The information called for by this Item 10 will becluded in an amendment to this Annual Report om10-K to be filed not later than
April 30, 2012.

ltem 11.  Executive Compensatio

The information called for by this Item 11 will becluded in an amendment to this Annual Report omF10-K to be filed not later than
April 30, 2012.

ltem 12.  Security Ownership of Certain Beneficial Owners alinagement and Related Stockholder Matt:

The information called for by this Item 12 will becluded in an amendment to this Annual Report om10-K to be filed not later than
April 30, 2012.

ltem 13.  Certain Relationships and Related Transactions, aDatector Independenci

The information called for by this Item 13 will becluded in an amendment to this Annual Report omF10-K to be filed not later than
April 30, 2012.

Iltem 14.  Principal Accountant Fees and Servict

The information called for by this Item 14 will becluded in an amendment to this Annual Report om10-K to be filed not later than
April 30, 2012.
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PART IV
Item 15.  Exhibits and Financial Statement Scheduls
(@) 1 and 2.
Page
Covered by report of independent audit:
Consolidated statement of operations for each iyeldue thre-year period ended December 31, 2! 83
Consolidated balance sheet at December 31, 2012GiQ 84
Consolidated statement of changes in equity foh gaar in the thre-year period ended December 31, 2 85
Consolidated statement of cash flows for each iyetire thre-year period ended December 31, 2 86
Notes to consolidated financial stateme 87
Schedule for each year in the ti-year period ended December 31, 2C
Il — Valuation and qualifying accoun
All other schedules have been omitted since theired information is not present or is not presergmounts sufficient to requi
submission of the schedule, or because the infeomagquired is included in the financial statensesmid notes theret
Not covered by report of independent audit
Quarterly financial data (unaudite 134
Supplemental oil and gas disclosures (unaud 13t

(a) 3 and (b). The exhibits listed below are figedpart of this annual report.
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INDEX TO EXHIBITS

Exhibit
No. Description
2.1 Contribution Agreement, dated as of October 26020% and among Williams Production RMT CompanyL,. Williams Energ’
Services, LLC, Williams Partners GP LLC, Williamarkhers L.P., Williams Partners Operating LLC anillig¥ns Field Services
Group, LLC (incorporated herein by reference toigit2.1 to WPX Energy, Inc.’s registration statethen Form St/A (File No.
33:-173808) filed with the SEC on July 19, 20:
3.1 Restated Certificate of Incorporation of WPX Energ¢. (incorporated herein by reference to Extgolt to WPX Energy, Inc.’s
Current report on Form-K (File No. 00:-35322) filed with the SEC on January 6, 20
3.2 Bylaws of WPX Energy, Inc. (incorporated hereinrbference to Exhibit 3.2 to WPX Energy, Inc.’s Gntrreport on Form 8-K
(File No. 00:-35322) filed with the SEC on January 6, 20
4.1 Indenture, dated as of November 14, 2011, betweBX ®hergy, Inc. and The Bank of New York Mellon $r€Company, N.A.
as trustee (incorporated herein by reference tobixh1 to The Williams Companies, Inc.’s Curreaport on Form 8-K (File No.
001-04174) filed with the SEC on November 15, 20
10.1* Separation and Distribution Agreement, dated d3eafember 30, 2011, between The Williams Compaiiesand WPX Energy,
Inc.
10.2 Employee Matters Agreement, dated as of Decemhe2IL, between The Williams Companies, Inc. and\VERergy, Inc.
(incorporated herein by reference to Exhibit 10.2tPX Energy, Inc.’s Current report on Form 8-Kl¢Ao. 001-35322) filed
with the SEC on January 6, 20!
10.3 Tax Sharing Agreement, dated as of December 3Q,,2itween The Williams Companies, Inc. and WPXrgnenc.
(incorporated herein by reference to Exhibit 10.34PX Energy, Inc.’s Current report on Form 8-Kl¢Ao. 001-35322) filed
with the SEC on January 6, 201
10.4 Transition Services Agreement, dated as of Dece®®eP011, between The Williams Companies, Inc.\&RX Energy, Inc.
(incorporated herein by reference to Exhibit 10.4tPX Energy, Inc.’s Current report on Form 8-KI¢AWo. 001-35322) filed
with the SEC on January 6, 201
10.5 Credit Agreement, dated as of June 3, 2011, byaamahg WPX Energy, Inc., the lenders named theagid,Citibank, N.A., as
Administrative Agent and Swingline Lender (incorgiad herein by reference to Exhibit 10.3 to Thelidfils Companies, Inc.'s
Current report on Form-K (File No. 00--04174) filed with the SEC on June 9, 20
10.6# Amended and Restated Gas Gathering, Processingdiimg and Treating Agreement by and among WiigField Service
Company, LLC, Williams Production RMT Company, LLWijlliams Production Ryan Gulch LLC and WPX Eneiggrketing,
LLC, effective as of August 1, 2011 (incorporatestdin by reference to Exhibit 10.7 to WPX Energy.’s registration statement
on Form &1/A (File No. 33:-173808) filed with the SEC on July 19, 20:
10.7 Form of Change in Control Agreement between WPXrgndnc. and CEO (incorporated herein by refereiodéxhibit 10.7 tc
WPX Energy, Incs Current report on Forn-K (File No. 00-35322) filed with the SEC on January 6, 20
10.8 Form of Change in Control Agreement between WPXrgndnc. and Tier One Executives (incorporateceheby reference t

Exhibit 10.8 to WPX Energy, In's current report on Forn-K (File No. 00:-35322) filed with the SEC on January 6, 20

# Certain portions have been omitted pursuant to raeQGranting Confidential Treatment issued by$E€ on December 5, 2011. Omit
information has been filed separately with the S
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Exhibit
No.

10.9

10.10

10.11

10.12

10.13’
10.14’
10.15
10.16’
21.1*
23.1*
23.2*
24.1*
31.1*
31.2*
32.1*

99.1*

Description

First Amendment to the Credit Agreement, datedfddowember 1, 2011, by and among WPX Energy, lihe Jenders name
therein, and Citibank, N.A., as Administrative Agand Swingline Lender (incorporated herein bynexfiee to Exhibit 10.2 to
The Williams Companies, Ir's Current report on Forn-K (File No. 00:-04174) filed with the SEC on November 1, 20

Registration Rights Agreement, dated November 0412between WPX Energy, Inc. and the initial pasgrs listed therein
(incorporated herein by reference to Exhibit 1@.The Williams Companies, Inc.’s Current reportramm 8-K (File No. 001-
04174) filed with the SEC on November 15, 20

WPX Energy, Inc. 2011 Incentive Plan (incorporatedein by reference to Exhibit 4.3 to WPX Energy.’'s registratior
statement on Form-8 (File No. 33-178388) filed with the SEC on December 8, 2C

WPX Energy, Inc. 2011 Employee Stock Purchase ftaorporated herein by reference to Exhibit 4.4BX Energy, InCs
registration statement on Forr-8 (File No. 33-178388) filed with the SEC on December 8, 2(C

Form of Restricted Stock Agreement between WPX @ndnc. and No-Employee Director

Form of Restricted Stock Unit Agreement between WEP¢rgy, Inc. and Executive Office

Form of Performanc-Based Restricted Stock Unit Agreement between WRer@y, Inc. and Executive Office
Form of Stock Option Agreement between WPX Enehgy, and Executive Officel

List of Subsidiarie:

Consent of Independent Registered Public Accouriing, Ernst & Young LLF

Consent of Independent Petroleum Engineers ando@istd, Netherland, Sewell & Associates, |

Powers of Attorne

Certification by the Chief Executive Officer Purstigo Section 302 of the Sarba-Oxley Act of 2002
Certification by the Chief Financial Officer Pursii@o Section 302 of the Sarba-Oxley Act of 2002

Certification by the Chief Executive Officer andthief Financial Officer Pursuant to Section 90éhe SarbaneOxley Act
of 2002

Report of Independent Petroleum Engineers and @&tép Netherland, Sewell & Associates, |

* Filed herewitt
**  Furnished herewit
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, therednlp authorized.

WPX ENERGY, Inc.

(Registrant,
By: /s/ J. Kevin Vann
J. Kevin Vann
Controller

Date: February 28, 2012

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpthe following persons on behalf of 1
registrant and in the capacities and on the datisated.

Signature Title Date
/s/ Ralph A. Hill President, Chief Executive Officer
and Director February 28, 201
(Principal Executive Officer
/s/ Rodney J. Sailc Senior Vice President and Ch
Financial Officer February 28, 2012

(Principal Financial Officer

/s/ J. Kevin Vann Controller (Principal Accounting
Officer) February 28, 2012
Isl KimberIY S. Bowers Director February 28, 2012
Isl John*A. Carrig Director February 28, 2012
s/ William '3 Granberry Director February 28, 2012
/s/ Don J* Gunther* Director February 28, 2012

/s/ Robert K Herdman Director February 28, 201
Is/ Henrx E. Lentz* Director February 28, 2012
/s/ Georgia A. Lorch* Director February 28, 2012

/s/ William G. Lowrie*

*

Chairman of the Board February 28, 201

Director February 28, 2012

/s/ David F. Work*

*By: Is/ Stephen E. Brilz February 28, 2012

Attorney-in-Fact
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WPX Energy, Inc.

SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS

2011:
Allowance for doubtful accounts—accounts and notegivable(a)

Deferred tax asset valuation allowance
2010:
Allowance for doubtful accour—accounts and notes receivable
Deferred tax asset valuation allowance
Price-risk management credit reser—liabilities(b)
2009:
Allowance for doubtful accour—accounts and notes receivable
Deferred tax asset valuation allowance
Price-risk management credit reser—assets(a

Price-risk management credit reser—liabilities(b)

(@) Deducted from related asse

(b) Deducted from related liabilitie

(c) Represents recoveries of balances previously wriate

(d) Included in revenue:

(e) Included in accumulated other comprehensive incfoss).
(H Deferred tax asset retained by Williar

Charged
(Credited)
Beginning to Costs anc
Ending
Balance Expenses Other Deductions Balance
(Millions)
$—
$1€ $(1) $(2) $12
22 — — 6)(H) 16
19 ©) = = 16
22 — — — 22
3 3(d) — — —
25 3 - (9)(c) 19
22 — — — 22
(3
6 (3)(d) (e) — —
(15) 12(d] — — ®3)



Exhibit 10.1

SEPARATION AND DISTRIBUTION AGREEMENT
by and between
THE WILLIAMS COMPANIES, INC.,
and
WPX ENERGY, INC.
Dated as of December 30, 2011
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SEPARATION AND DISTRIBUTION AGREEMENT

SEPARATION AND DISTRIBUTION AGREEMENT, dated as Becember 30, 2011 (this “* Agreeméhtby and between The
Williams Companies, Inc., a Delaware corporatiof{MB "), and WPX Energy, Inc., a Delaware corporatioM(PX").

RECITALS

A. The WMB Board has determined that it would bprapriate, desirable and in the best interests BfBAand WMB's stockholders to
separate WMB into two publicly traded companiesWMB, which will continue to own and conduct, ditly and indirectly, the WMB
Business, and (i) WPX, which will own and conduditectly and indirectly, the WPX Business.

B. In connection with the separation of the WPX iBass from WMB, WMB desires to contribute or othemvtransfer, and to cause
certain of its Subsidiaries to contribute or othiseatransfer, certain Assets and Liabilities assted with the WPX Business, including the
stock or other equity interests of certain of WMBgbsidiaries dedicated to the WPX Business, to V@RXcertain of WPX's Subsidiaries
(collectively, the “ Contributiorf).

C. On the Distribution Date, and subject to thenteend conditions of this Agreement, WMB will dilstrte to holders of shares of WMB
Common Stock, on pro ratabasis, all the outstanding shares of common symkyalue $0.01 per share, of WPX (* WPX Commorcktp
owned by WMB on the Distribution Date (the “ Distition”).

D. WMB and WPX intend that the Contribution andtbisution, taken together, will qualify as a reongaation for U.S. federal income
tax purposes pursuant to which no gain or lossheilfecognized by WMB or its stockholders undetti8r@55, 361(b)(3), 368(a)(1)(D) and
related provisions of the Code, and that this Agreet is intended to be, and is hereby adopted planaof reorganization under Section 368 of
the Code.

E. The parties intend this Agreement and the AagilAgreements to set forth the principal arrangasibetween them regarding the
Contribution and Distribution.

AGREEMENT

In consideration of the foregoing and the mutualecants and agreements herein contained, and intetalbe legally bound hereby, the
parties agree as follow



Section 1.1 Table of DefinitionsThe following terms have the meanings set forthhe pages referenced below:

Definition

Action

Affiliate

Agent

Agreemen

Ancillary Agreement:
Assets

Bad Act

Business Da

Code

Consent:

Contract

Contribution

CPR

Distribution
Distribution Date
Distribution Ratio
Effective Time
Employee Matters Agreeme
Environmental Law:
Environmental Liabilities
Exchange Ac

Form 10

GAAP

Governmental Approval
Governmental Authorit
Group

Hazardous Substanc
Indemnifying Party
Indemnitee

Indemnity Paymer
Information
Information Statemer
Insurance Procee(
Intended Transfere
Intended Transferc

ARTICLE |
DEFINITIONS
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Definition

IRS

Law

Liabilities

Next Step Up Representativ
Persor

Proceeding

Record Dat

Record Holder:

SEC

Securities Ac
Subsidiary

Tax or Taxes

Tax Sharing Agreemei
Third-Party Claim
Transition Services Agreeme
WMB

WMB Board

WMB Business
WMB Common Stocl
WMB Entities

WMB Group

WMB Indemnitees
WMB Liabilities
WPX

WPX Assets

WPX Borrowing
WPX Busines:

WPX Common Stoc
WPX Credit Facility
WPX Entities

WPX Group

WPX Indemnitee:
WPX Liabilities
WPX Notes
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Section 1.2 Certain Defined TermBor the purposes of this Agreement:

“ Action " means any claim, demand, action, suit, counteraudtit, arbitration, inquiry, proceeding or investiion by or before ar
Governmental Authority or any United States or hbmited States federal, state, local or internafianiitration or mediation tribunal.

“ Affiliate " of any Person means a Person that controls,nigated by, or is under common control with suarddn;_provided
however, that for purposes of this Agreement and the AagilAgreements, none of the WMB Entities shaldeemed to be an Affiliate of
any WPX Entity and none of the WPX Entities shalldeemed to be an Affiliate of any WMB Entity. Ased herein, “control” means the
possession, directly or indirectly, of the powedi@ct or cause the direction of the managemehipaticies of such entity, whether through
ownership of voting securities or other interebyscontract or otherwise.

“ Agent” means the distribution agent to be appointedngyWwMB Board to distribute to the Record Holders shares of WPX
Common Stock pursuant to the Distribution.

“ Ancillary Agreements means the Transition Services Agreement, Taxi8hakgreement, Employee Matters Agreement and any
other instruments, assignments, documents andragrée executed in connection with the implemematitthe transactions contemplated by
this Agreement.

“ Assets” means assets, properties and rights (includiraggdll and rights arising under Contracts), wherdeeated (including in
the possession of vendors, other Persons or else)yihether real, personal or mixed, tangiblengible or contingent, in each case whether
or not recorded or reflected or required to be med or reflected on the books and records or &izustatements of any Person.

“ Business Day means a day other than a Saturday, Sunday or dyeon which commercial banks in the State ofa@&ma are
authorized or required by law to close.

“ Code” means the Internal Revenue Code of 1986, as astend

“ Consents’ means any consents, waivers or approvals fromgptification requirements to, any Person othenthanember of
either Group.

“ Contract” means any contract, agreement, lease, licenks seder, purchase order, instrument or other cioment that is
binding on any Person or any part of its propertgiar applicable law.

“ Distribution Date” means the date on which the Distribution occurs.

3



“ Distribution Ratio” means the number of shares of WPX Common Stodletdistributed in respect of each share of WMB
Common Stock in the Distribution, which ratio shad determined by the WMB Board prior to the Redoatie.

“ Effective Time” means 11:59 p.m., Eastern time, on the Distrdrufbate.

“ Employee Matters Agreemehmeans the Employee Matters Agreement, dated #seafate hereof, between WMB and WPX, as
may be amended or modified from time to time.

“ Exchange Act’' means the Securities Exchange Act of 1934, asdet together with the rules and regulations pigatad
thereunder.

“Form 10" means the registration statement on Form 10 fiedVPX with the SEC to effect the registrationdPX Common
Stock pursuant to the Exchange Act in connectiah tie Distribution, as such registration statermeay be amended or supplemented from
time to time.

“ GAAP " means U.S. generally accepted accounting priasipl

“ Governmental Approvalsmeans any notices, reports or other filings taghen to or made with, or any releases, Consents,
substitutions, approvals, amendments, registratipesnits or authorizations to be obtained frony, @overnmental Authority.

“ Governmental Authority means any United States or nonited States federal, state, local, territoridhal or international coul
government, department, commission, board, buregency, official or other legislative, judicialgndatory, administrative or governmental
authority.

“ Group” means the WMB Group or the WPX Group, as the exintequires.

“ Information” means information, including books and recordsether or not patentable or copyrightable, in enittoral,
electronic or other tangible or intangible form®red in any medium, including studies, reportsprds, books, contracts, instruments, surveys,
discoveries, ideas, concepts, know-how, techniqiesigns, specifications, drawings, blueprintsgdiens, models, prototypes, samples, flow
charts, data, computer data, disks, diskettesstapenputer programs or other software, marketlaggy customer names, communications by
or to attorneys (including attorney-client priviesycommunications), memos and other materials pedfay attorneys or under their direction
(including attorney work product), and other tedahi financial, employee or business informatiomlata.

“ Information Statemeritmeans the Information Statement, attached axhibieto Form 10, to be sent to each holder of WMB
Common Stock in connection with the Distributios,saich Information Statement may be amended olesugpted from time to time.

4



“ Insurance Proceedsmeans, with respect to any Liability to be reimlearby an Indemnifying Party that may be coveredytiole
or in part, by insurance policies written by thpdrty providers, the amount of insurance proceetisally received in cash under such
insurance policy with respect to such Liabilityt oéany costs in seeking such collection.

“|IRS " means the U.S. Internal Revenue Service.

“Law " means any statute, law, regulation, ordinancke, judgment, rule of common law, order, decree/egoment approval,
concession, grant, franchise, license, agreemeattive, guideline, policy, requirement or oth@vgrnmental restriction or any similar form
decision of, or determination by, or any interptietaor administration of any of the foregoing lapyy Governmental Authority, whether now
hereinafter in effect and, in each case, as amended

“ Liabilities ” means any and all losses, claims, charges, déétsands, Actions, damages, obligations, paymeosts and
expenses, sums of money, bonds, indemnities arithsimbligations, penalties, covenants, Contramgitroversies, agreements, promises,
omissions, guarantees, make whole agreements miidrspbligations, and other liabilities, includiad) contractual obligations, whether
absolute or contingent, inchoate or otherwise, neator unmatured, liquidated or unliquidated, aedrar unaccrued, known or unknown,
whenever arising, and including those arising uraaigr Law, Action, threatened or contemplated Acfionluding the costs and expenses of
demands, assessments, judgments, settlements mpdocoises relating thereto and attorneys’ feesaamydand all costs and expenses
(including allocated costs of in-house counsel athier personnel), whatsoever incurred in investigapreparing or defending against any
such Actions or threatened or contemplated Actiomsler or consent decree of any Governmental Aitthor any award of any arbitrator of
any kind, and those arising under any contract,meitment or undertaking, including those arising emnthis Agreement or any Ancillary
Agreement or incurred by a party hereto or theiretmonnection with enforcing its rights to indemaoédtion hereunder or thereunder, in each
case, whether or not recorded or reflected or redub be recorded or reflected on the books atwrds or financial statements of any Person.

“ Person” means an individual, corporation, partnershimited liability company, limited liability partnenfp, syndicate, person,
trust, association, organization or other entitgJuding any Governmental Authority, and includengy successor, by merger or otherwise, of
any of the foregoing.

“ Record Daté’ means the close of business on the date to lerdited by WMB'’s Board of Directors as the recoatiedfor
determining the stockholders of WMB entitled toeiwe shares of WPX Common Stock pursuant to th&ibigion.

“ Record Holders means the holders of WMB Common Stock on the Ri:Emte.
“ SEC” means the U.S. Securities and Exchange Commission

5



“ Securities Act’ means the Securities Act of 1933, as amendeetheg with the rules and regulations promulgatedethnder.

“ Subsidiary” of any Person means any corporation or otherraegéion, whether incorporated or unincorporatédyloich at least
a majority of the securities or interests havinghm®y terms thereof ordinary voting power to elédeast a majority of the board of directors or
others performing similar functions with respecsth corporation or other organization is direotlyndirectly owned or controlled by such
Person or by any one or more of its Subsidiariebysuch Person and one or more of its Subsidiapvided, however, that no Person that
is not directly or indirectly wholly owned by anyher Person shall be a Subsidiary of such othesdPeunless such other Person controls, or
has the right, power or ability to control, thar$tm.

“Tax” or “ Taxes” shall have the same meaning as ascribed to suehib the Tax Sharing Agreement.

“ Tax Sharing Agreemeritmeans the Tax Sharing Agreement, dated as adakes hereof, between WMB and WPX, as may be
amended or modified from time to time.

“ Transition Services Agreemehineans the Transition Services Agreement, datexf #se date hereof, between WMB and WPX,
as may be amended or modified from time to timeactviprovides for WMB'’s provision of certain services WPX on and after the
Distribution Date.

“WMB Board” means the Board of Directors of WMB or an authed committee thereof.

“WMB Business’ means the business and operations other thawé Business conducted by WMB and the WMB Entities
(whether conducted independently or in associatiim one or more third parties through a partngrsjaint venture or other mutual enterpri
at any time prior to, on or after the Effective Bm

“WMB Common StocK means the common stock, par value $1.00 per sba&wMB.

“WMB Entities” means the members of the WMB Group.
“WMB Group” means WMB and each direct or indirect SubsidiafrfyVMB, other than Persons in the WPX Group.

“WMB Liabilities " means (without duplication): (a) any and all Lilgtles that are expressly contemplated by thise&gnent or
any Ancillary Agreement to be retained or assumetMMB or any WMB Entity, and all agreements, obtigas and Liabilities of any WMB
Entity under this Agreement or any of the Ancill&greements; (b) all Liabilities to the extent telg to, arising out of or resulting from the
operation of the WMB Business, as conducted attiamgy prior to, on or after the Effective Time; af@ all other Liabilities of any member of
the WMB Group that are not WPX Liabilities.



“WPX Assets’ means all of WMB’s and its Subsidiaries’ rightle and interest in and to:

(a) any and all Assets of WMB and its Subsidiatied are used exclusively or held for use exclugiirethe WPX Business (other
than WMB’s direct or indirect equity interests inllldms Production Services, LLC and Williams Gaarketing Services, LLC), including
without limitation (i) all of WMB’s direct or indiect stock or other equity interests in the entisielsforth on Exhibit Avhich have been or are
hereby contributed as part of the Contribution, @ndertain Assets of WMB that may have been pesly contributed to WPX; and

(b) any and all Assets that are expressly listeldeduled or otherwise clearly described in any Bargi Agreement as Assets to be
transferred to any WPX Entity.

“WPX Borrowing” means the indebtedness of WPX incurred pursustite issuance of the WPX Notes and the WPX Credit
Facility.

“WPX Business means the exploration and production businessaayther business and operations conducted by @ffXhe
WPX Entities (whether conducted independently aagaociation with one or more third parties throagiartnership, joint venture or other
mutual enterprise) at any time prior to, on or rafite Effective Time.

“WPX Credit Facility” means Credit Agreement, dated as of June 3, 2014nd among WPX, the lenders named therein, and
Citibank, N.A., as administrative agent and swingliender.

“WPX Entities” means the members of the WPX Group.
“WPX Group” means WPX and each direct or indirect SubsidarywPX.

“WPX Liabilities " means (without duplication):

(a) any and all Liabilities to the extent arisingt of or relating to the WPX Business or the WPXsdéts, in each case whether such
Liabilities arise or accrue prior to, on or aftee tEffective Time (other than Tax-related Liabdij which are exclusively governed by the Tax
Sharing Agreement);

(b) any and all Liabilities to the extent arisingt of or relating to the operation of any businessducted by any WPX Entity at a
time after the Effective Time;

(c) any and all Liabilities that are expresslydistscheduled or otherwise clearly described infamgjllary Agreement as Liabilitie
to be assumed by WPX or any WPX Entity; and



(d) all obligations of the WPX Group under or puastto this Agreement, any Ancillary Agreement oy ather instrument entered
into in connection herewith or therewith.

“WPX Notes” means up to $1.5 billion aggregate principal amiaf senior unsecured notes issued by WPX priding¢o
Distribution on such terms and conditions as agtedry WMB, WPX and the underwriters for the WPXtB&m

ARTICLE Il
THE CONTRIBUTION

Section 2.1 Contribution of WPX Assetblnless otherwise provided in this Agreement carig Ancillary Agreement, on or before the
Effective Time, WMB will (and WMB will cause its @ficable Subsidiaries to) assign, transfer and egrig WPX and its applicable
Subsidiaries, and WPX will receive and accept fiivB and its applicable Subsidiaries, all of WMB'sdaits applicable Subsidiaries’ right,
title and interest in and to the WPX Assets. Susdignments, transfers and conveyances will beteféeat such times as provided in each
respective Ancillary Agreement and will be subjecthe terms and conditions of this Agreement andapplicable Ancillary Agreement.

Section 2.2 Assumption of LiabilitiedJnless otherwise provided in this Agreement cany Ancillary Agreement, on or before the
Effective Time, WPX will (and WPX will cause its plcable Subsidiaries to) assume, and on a timasispay, perform, satisfy and discharge
the WPX Liabilities in accordance with their restpez terms. WPX and its applicable Subsidiaried kél responsible for all WPX Liabilities,
regardless of (a) when or where such Liabilitiezsaror arise, (b) whether the facts on which theybased occurred on, prior to or subsequent
to the Effective Time, (c) where or against whoratsliabilities are asserted or determined, (d) Weeasserted or determined on, prior to or
subsequent to the Effective Time, or (e) whethisirag from or alleged to arise from negligencektessness, violation of law, fraud or
misrepresentation (each, a “ Bad Acby any member of the WMB Group, the WPX Groupaay of their respective past or present
representatives; providedowever, that this Section 2.2 will not limit WPX’s righd make a claim against a WMB Group member for esss
suffered by it to the extent that such Losses alieegt result of a Bad Act committed by a WMB Gpamember subsequent to the Effective
Time. Such assumptions of WPX Liabilities will bigeetive at such times as provided in each respedncillary Agreement and will be
subject to the terms and conditions of this Agrestna@d any applicable Ancillary Agreement.

Section 2.3 Effective Time; Deliveriedn furtherance of the assignment, transfer ambegance of the WPX Assets and the assumption
of the WPX Liabilities as set forth in this Agreemb@nd the Ancillary Agreements, unless otherwisevided in this Agreement or in any
Ancillary Agreement, on or before the Effective Enthe parties will execute and deliver, and thdyocause their respective Subsidiaries and
representatives, as applicable, to execute andede(g) each of the Ancillary Agreements; (b) sbdls of sale, stock powers, certificates of
title, assignments of




Contracts, subleases and other instruments offenra®nveyance and assignment as, and to theteresessary or convenient to evidence the
transfer, conveyance and assignment to WPX (aappBcable, its Subsidiaries) of all of WMB'’s (@s applicable, its Subsidiaries’) right, title
and interest in and to the WPX Assets; and (c) sisslimptions of Contracts and other instrumenéssfimption as, and to the extent,
necessary or convenient to evidence the valid #edtve assumption of the WPX Liabilities by WP#%r( as applicable, its Subsidiaries).

Section 2.4 Transfers Not Effected on or beforeHfiective Time.

(a) The parties acknowledge and agree that sorttedfansfers contemplated by this Article Il may be effected on or before the
Effective Time due to the inability of the partimsobtain necessary Consents or approvals or #i#lity of the parties to take certain other
actions necessary to effect such transfers onfordéhe Effective Time. To the extent any transfesntemplated by this Article 1l have not
been fully effected on or before the Effective TiéMB and WPX will cooperate and use commerciadigsonable efforts (and will cause the
applicable members of its respective Group to usé efforts) to obtain any necessary Consents jmoapls or take any other actions
necessary to effect such transfers as promptlyagipable following the Effective Time.

(b) Nothing in this Agreement will be deemed touieg the transfer or assignment of any Contradtber Asset by any WMB
Entity (an “ Intended Transferdy to any WPX Entity (an “ Intended Transfergeo the extent that such transfer or assignmesuld/
constitute a material breach of such Contract asedorfeiture or loss of such Asset; providédgwever, that even if such Contract or other
Asset cannot be so transferred or assigned, suctra@bor other Asset will be deemed a WPX Asskdlgdor purposes of determining
whether any Liability is a WPX Liability.

(c) If an attempted assignment would be ineffectivevould impair an Intended Transferee’s rightdemany such WPX Asset so
that the Intended Transferee would not receivewth rights, then the parties will use commerciedgsonable efforts to provide to, or cause to
be provided to, the Intended Transferee, to thergxiermitted by law, the rights of any such WP>étsand take such other actions as may
reasonably be requested by the other party in dodelace the Intended Transferee, insofar as reddp possible, in the same position as if
such WPX Asset had been transferred as contempiatety. In connection therewith, (i) the Intendednsferor will promptly pass along to
the Intended Transferee when received all bengditsved by the Intended Transferor with respearny such WPX Asset, and (i) the Intended
Transferee will pay, perform and discharge on Hedfahe Intended Transferor all of the Intendednsferor’s obligations with respect to any
such WPX Asset in a timely manner and in accordavittethe terms thereof which it may do without&eh. If and when such Consents or
approvals are obtained or such other requiredrestiave been taken, the transfer of the applidMitX Asset will be effected in accordance
with the terms of this Agreement and any applica#sieillary Agreement.
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Section 2.5 Termination of Agreements

(a) Except as set forth in Section 2.5(b), the WEHRIties, on the one hand, and the WPX Entitieghenother hand, hereby
terminate any and all agreements, arrangementangaments or understandings (including intercompaoyk orders), whether or not in
writing, between or among any WMB Entity, on theedrand, and any WPX Entity, on the other handgcéffe as of the Effective Time. No
such terminated agreement, arrangement, commitanemtderstanding (including any provision therduafttpurports to survive termination)
shall be of any further force or effect from anteathe Effective Time. Each party shall, at thesanable request of the other party, take, or
cause to be taken, such other actions as may lessay to effect the foregoing.

(b) The provisions of Section 2.5(a) shall not ggplany of the following agreements, arrangemeargsymitments or
understandings (or to any of the provisions thgreof

(i) this Agreement and the Ancillary Agreementsd@ach other agreement or instrument expressheogsiated by this
Agreement or any Ancillary Agreement to be entenéd by any WMB Entity or WPX Entity);

(i) any agreements, arrangements, commitmentsaidenstandings to which any non-wholly owned Sulbsjdor nonwholly
owned Affiliate of WMB or WPX, as the case may lsea party;

(i) any other agreements, arrangements, commitsn@nunderstandings that this Agreement or anyilkang Agreement
expressly contemplates will survive the Effectiveng;

(iv) any confidentiality or non-disclosure agreernsemmong any members of either Group or employeasyomember of
either Group, including any obligation not to das® proprietary or privileged information; and

(v) any agreements, arrangements, commitmentsderatandings listed or described_on Schedule 2\§(b)

(c) Except as otherwise expressly and specifigaibwided in this Agreement or any Ancillary Agreemeall intercompany
receivables, payables, loans and other accountseebatany WMB Entity, on the one hand, and any WRKt¥ on the other hand, in exister
as of immediately prior to the Effective Time shadl satisfied and/or settled by the relevant membkthe WMB Group and the WPX Group
no later than the Effective Time by (i) forgivendéssthe relevant obligor or (ii) one or a relatediss of repayments, distributions of and/or
contributions to capital, in each case as deterthinye\WMB.

Section 2.6 Governmental Approvals and Conseftsthe extent that any of the transactions coptetad by this Agreement or any
Ancillary Agreement requires any Governmental Aptcor Consent, the parties will use their reastebbst efforts to obtain such
Governmental Approval or Consent.
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Section 2.7 Disclaimer of Representations and Wisigs. Each of WMB (on behalf of itself and each otheB/Entity) and WPX (on
behalf of itself and each other WPX Entity) undamnsts and agrees that, except as expressly sehimin or in any Ancillary Agreement, no
party (including its Affiliates) to this Agreemerny Ancillary Agreement or any other agreemerdarument contemplated by this
Agreement, any Ancillary Agreement or otherwisanaking any representations or warranties reldtirgny way to the Contribution,
Distribution or WPX Assets.

ARTICLE 1l
ACTIONS PENDING THE DISTRIBUTION

Section 3.1 Actions Prior to the Distribution

(a) Subject to the conditions specified in Sec8dhand subject to Section 4.3, each of the pastial use its reasonable best eff
to consummate the Distribution. Such actions shelude those specified in this Section 3.1.

(b) Prior to the Distribution, each of the partigifl execute and deliver all Ancillary Agreementswhich it is a party, and will
cause the other WMB Entities and WPX Entities, @sliaable, to execute and deliver any Ancillary Agments to which such Persons are
parties.

(c) Prior to the Distribution, WPX shall mail thefbrmation Statement to the Record Holders.

(d) WPX shall prepare, file with the SEC and usedasonable best efforts to cause to become igfety registration statements
or amendments thereto required to effect the dstabent of, or amendments to, any employee beawditother plans necessary or appropriate
in connection with the transactions contemplatethisy Agreement or any of the Ancillary Agreements.

(e) Each of the parties shall take all such actammay be necessary or appropriate under theitseswr blue sky Laws of the
states or other political subdivisions of the Udif&tates or of other foreign jurisdictions in coctimn with the Distribution.

(f) WPX shall prepare and file, and shall use reabte best efforts to have approved prior to thetribiution, an application for the
listing on the NYSE or another national securiggshange of the WPX Common Stock to be distribingtie Distribution, subject to official
notice of listing.

(9) Prior to the Distribution, the existing dirergmf WPX shall duly elect the individuals listeslmembers of the WPX board of
directors in the Information Statement, and suclividuals shall become the members of the WPX bo&directors effective as of no later
than immediately prior to the Distribution.

(h) Prior to the Distribution, WMB shall deliver oause to be delivered to WPX the resignation feach applicable WPX Entity,
effective as of no later than immediately priothe Distribution, of each individual who will be amployee of any WMB Entity after the
Distribution and who is an officer or director afy@WPX Entity immediately prior to the Distribution
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() Immediately prior to the Distribution, the Rattd Certificate of Incorporation and Restated Bglaf WPX, each in
substantially the form filed as an exhibit to tharia 10, shall be in effect.

(j) The parties shall, subject to Section 4.3, takeeasonable steps necessary and appropriasuge the conditions set forth in
Section 3.2 to be satisfied and to effect the ihigtion on the Distribution Date.

Section 3.2 Conditions to the Distributiofihe obligations of the parties to consummateltis¢ribution shall be conditioned on the
satisfaction, or waiver by the WMB Board, in itdesand absolute discretion, of the following coratis:

(a) The WMB Board shall, in its sole and absolugeretion, have authorized and approved the Cauttdb and Distribution and
not withdrawn such authorization and approval.

(b) The WMB Board shall have declared the dividehlVPX Common Stock to the Record Holders.
(c) Each Ancillary Agreement shall have been exattlly each party thereto.

(d) The SEC shall have declared the Form 10 effectio stop order suspending the effectivenesseoFbrm 10 shall be in effect,
and no proceedings for such purpose shall be pgrmdifore or threatened by the SEC.

(e) The WPX Common Stock shall have been accepteisfing on the NYSE or another national secesitexchange approved by
the WMB Board, subject to official notice of issean

(H WMB shall have received an opinion from WMBé&gkl advisors regarding the tax consequences @dhéribution and
Distribution and such other matters, as it willatatine to be necessary or advisable in its soleatisdlute discretion, each of which shall
remain in full force and effect, that the Contribatand Distribution will not result in recognitidar U.S. Federal income tax purposes, of
income, gain or loss to WMB, or of income, gairlass to its stockholders, except to the extentagshaeceived in lieu of fractional shares of
WPX Common Stock.

(g) WPX shall have received the net proceeds fitoerNotes and shall have made a cash distributiapfoximately $979 million
to Williams;

(h) An independent firm acceptable to WMB, in itdesand absolute discretion, shall have delivereglar more opinions to the
WMB Board confirming the solvency and financialbilty of WMB and WPX, which opinions shall be inrim and substance satisfactory to
WMB, in its sole and absolute discretion, and shatlhave been withdrawn or rescinded.
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(i) No order, injunction or decree that would pretvthe consummation of the Distribution shall bee#ttened, pending or issued
(and still in effect) by any Governmental Authoriifycompetent jurisdiction, no other legal restrainprohibition preventing the
consummation of the Distribution shall be in effentd no other event outside the control of WMBlIdeve occurred or failed to occur that
prevents the consummation of the Distribution.

() No other events or developments shall have wedurior to the Distribution Date that, in thelgment of the WMB Board,
would result in the Distribution having a signifiteadverse effect on WMB or its stockholders.

(k) The actions set forth in Sections 3.1(c), (b),and (i) shall have been completed.

The foregoing conditions may only be waived by \WikIB Board, in its sole and absolute discretion,farehe sole benefit of WMB and
shall not give rise to or create any duty on the pthe WMB Board to waive or not waive such citioths or in any way limit the right of
termination of this Agreement set forth in Artia/#ll or alter the consequences of any such ternomarom those specified in Article VIII.
Any determination made by the WMB Board prior te distribution concerning the satisfaction or waigkany or all of the conditions set
forth in this Section 3.2 shall be conclusive.

ARTICLE IV
THE DISTRIBUTION

Section 4.1 The Distribution

(a) WPX shall cooperate with WMB to accomplish Bistribution and shall, at the direction of WMB euigs reasonable best effc
to promptly take any and all actions necessaryesirdble to effect the Distribution. Each of thetigs will provide, or cause the applicable
member of its Group to provide, to the Agent altdiments and information required to complete thetribiution.

(b) Subject to the terms and conditions set fartthis Agreement, (i) on or prior to the DistrilartiDate, for the benefit of and
distribution to the Record Holders, WMB will delivio the Agent all of the issued and outstandirgyes of WPX Common Stock then owned
by WMB or any other WMB Entity and book-entry autizations for such shares and (ii) on the DistiimutDate, WMB shall instruct the
Agent to distribute, by means opeo ratadividend, to each Record Holder (or such Recordlelté bank or brokerage firm on such Record
Holder's behalf) electronically, by direct regigtoam in book-entry form, the number of whole shavé¥/PX Common Stock to which such
Record Holder is entitled based on the Distributkatio. The Distribution shall be effective at thiective Time. On or as soon as practicable
after the Distribution Date, the Agent will mail ancount statement indicating the number of shafr#®8PX Common Stock that have been
registered in book-entry form in the name of eaeled®d Holder.

13



(c) With respect to the shares of WPX Common Steakaining with the Agent 180 days after the Distribn Date, the Agent shi
deliver any such shares as directed by WPX, wighctimsent of WMB (which consent shall not be urorably withheld or delayed).

Section 4.2 Fractional Shareshe Agent and WMB shall, as soon as practicalidg the Distribution Date, (a) determine the numdfe
whole shares and fractional shares of WPX CommonkSdllocable to each Record Holder, (b) aggreghitsuch fractional shares into whole
shares and sell the whole shares obtained thenetygyein market transactions at then-prevailing trgugrices on behalf of Record Holders that
would otherwise be entitled to fractional shareiasts and (c) distribute to each such Record lHodddor the benefit of each beneficial owner
of fractional shares, such Record Holder’s or bier@fowner’s ratable share of the net proceedsuch sales, based upon the average gross
selling price per share of WPX Common Stock aftakimg appropriate deductions for any amount reguioebe withheld under applicable 1
Law and less any transfer Taxes. WPX will be resjiila for payment of any brokerage fees associatttdsuch sales. The Agent, in its sole
discretion, will determine the timing and methodsefling such shares, the selling price of sucheshand the broker-dealer to which such
shares will be sold; providechowever, that the designated brokdealer is not an Affiliate of WMB or WPX. NeitherMB nor WPX will pay
any interest on the proceeds from the sale of shares.

Section 4.3 Sole Discretion of the WMB Boarthe WMB Board shall, in its sole and absolutediton, determine the Distribution D
and all terms of the Distribution, including therfg structure and terms of any transactions amafferings to effect the Distribution and the
timing of and conditions to the consummation thérboaddition, and notwithstanding anything to ttemtrary set forth below, the WMB
Board, in its sole and absolute discretion, magrgttime and from time to time until the Distritaridecide to abandon the Distribution or
modify or change the terms of the Distribution lirting by accelerating or delaying the timing of tonsummation of all or part of the
Distribution.

ARTICLE V
EXCHANGE OF INFORMATION; CONFIDENTIALITY

Section 5.1 Agreement for Exchange of Information

(a) Except in the case of an adversarial Actiothogatened adversarial Action related to a requestunder by any member of
either the WMB Group or the WPX Group against argmher of the other Group (which shall be governeduzh discovery rules as may be
applicable thereto), and subject to Section 5. Kagh of WMB and WPX, on behalf of the membergoféspective Group, shall use
reasonable best efforts to provide (except as wikerprovided in this Agreement or any Ancillaryrégment, at the sole cost and expense of
the requesting party), or cause to be provided,
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to the other Group, at any time before or afterHffective Time, as soon as reasonably practicatis written request therefor, any

Information in the possession or under the comfohe members of such respective Group that theesting party reasonably requests (i) in
connection with reporting, disclosure, filing ohet requirements imposed on the requesting partyuding under applicable securities,
defense contracting or Tax Laws) by a GovernmeXxaighority having jurisdiction over the requestingriy, (ii) for use in any other judicial,
regulatory, administrative, tax, insurance or ottrerceeding or in order to satisfy audit, accoumttiaims, regulatory, investigation, litigation,
tax or other similar requirements, or (iii) to campith its obligations under this Agreement, angclllary Agreement or the WPX Borrowing.
The receiving party shall use any Information reedipursuant to this Section 5.1(a) solely to tktere reasonably necessary to satisfy the
applicable obligations or requirements describetthénimmediately preceding sentence and shall wikertake reasonable steps to protect such
Information. Nothing in this Section 5.1 shall lmnstrued as obligating a party to create Infornmatiot already in its possession or control.

(b) In the event that any party determines thaettehange of any Information pursuant to Sectidiied.is reasonably likely to
violate any Law or binding agreement, or waiveempgardize any attorney-client privilege, or attgrmerk product protection, such party shall
not be required to provide access to or furnisthdoformation to the other party; providelowever, that the parties shall take all reasonable
measures to permit compliance with Section 5.1(@) inanner that avoids any such harm or consequéfd8 and WPX intend that any
provision of access to or the furnishing of Infotima that would otherwise be within the ambit ofydegal privilege shall not operate as a
waiver of such privilege.

(c) After the Effective Time, each of WMB and WPNKadl maintain in effect systems and controls reabbnintended to enable the
members of the other Group to satisfy their respednown reporting, accounting, disclosure, aaditi other obligations.

Section 5.2 Ownership of Informatiomny Information owned by a member of one Grouat ik provided to a requesting party pursuant
to Section 5.1 shall be deemed to remain the ptppéthe providing party. Except as specificalét orth herein, nothing contained in this
Agreement shall be construed as granting or canfgrights of license or otherwise in any such triation.

Section 5.3 Compensation for Providing Informatidrhe party requesting Information pursuant to i8acs.1 agrees to reimburse the
party providing such Information for the reasonatmets, if any, of creating, gathering and copydngh Information, to the extent that such
costs are incurred for the benefit of the requeggpiarty. Except as may be otherwise specificalbvated elsewhere in this Agreement or in
other agreement between the parties, such codtdsehmomputed in accordance with the providingyarstandard methodology and
procedures.
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Section 5.4 Record Retentioffo facilitate the possible exchange of Informagpursuant to this Article V and other provisiotighos
Agreement from and after the Effective Time, eatthe parties agrees to use reasonable best efforégain all Information in accordance
with its record and retention policy as in effaomediately prior to the Effective Time or as moelifin good faith thereafter.

Section 5.5 Limitation of Liability No party shall have any liability to any othertydn the event that any Information exchanged or
provided pursuant to this Agreement that is aniopinestimate or forecast, or that is based onpamian, estimate or forecast, is found to be
inaccurate, in the absence of willful misconducthuy party providing such Information. No party lkhave any liability to any other party if
any Information is destroyed after reasonable éfstts by such party to comply with the provisiafsSection 5.4.

Section 5.6 Other Agreements Providing for Exchasfgaformation. The rights and obligations granted under thischatV shall be
subject to any specific limitations, qualificatiomsadditional provisions on the sharing, exchamgeonfidential treatment of Information set
forth in any Ancillary Agreement.

Section 5.7 Cooperatian

(a) From and after the Effective Time, except ia tlase of an adversarial Action or threatened adviat Action by any member of
either the WMB Group or the WPX Group against argmher of the other Group (which shall be governeduzh discovery rules as may be
applicable thereto), each party, upon reasonalittewrequest of the other party, shall use reaslerafforts to cooperate and consult in good
faith with the other party to the extent such caagien and consultation is reasonably necessaty ipect to (i) any Action, (ii) this
Agreement or any of the Ancillary Agreements or ahyhe transactions contemplated hereby or theeoelfiyi) any audit, investigation or any
other legal requirement, and, upon reasonableenrittquest of the other party, shall use reasorfugs to make available to such other p
the former, current and future directors, officensiployees, other personnel and agents of the nrermbés respective Group (whether as
witnesses or otherwise). The requesting party $lealt all costs and expenses in connection thdrewit

(b) Notwithstanding the foregoing, Section 5.7(@lknot require a party to take any step that waignificantly interfere, or that
such party reasonably determines could signifiganterfere, with its business.

Section 5.8 Confidentiality

(a) Subject to Section 5.9, each of WMB and WPXbehalf of itself and each member of its Group]Idiwd, and shall cause its
respective directors, officers, employees, agemtsountants, counsel and other advisors and repadises to hold, in strict confidence and not
release or disclose, with at least the same dexfregre, but no less than a reasonable degree@ftbat it applies to its own business sensitive
and proprietary information, all Information congigrg the other Group or its business that is eiithéis possession (including Information in
its possession prior to the Distribution) or futréd by any member of such other Group or its reé&medirectors, officers,
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employees, agents, accountants, counsel and athisoes and representatives at any time pursuahidgddgreement, any Ancillary Agreem
or otherwise, and shall not use any such Informatither than for such purposes as shall be exgrpssiitted hereunder or thereunder,
except, in each case, to the extent that suchrivetion is (i) in the public domain through no faoftsuch party or any member of such Group
or any of their respective directors, officers, émgpes, agents, accountants, counsel and othesag\and representatives, (ii) later lawfully
acquired from other sources by such party (or aagntyer of such party’s Group), which sources arghmnhselves bound by a confidentiality
obligation, or (iii) independently generated withoeference to any proprietary or confidential nfiation of the disclosing party or its Group.

(b) No receiving party shall release or disclogeyarmit to be released or disclosed, any suchrimdtion concerning the other
Group to any other Person, except its directofg;ers, employees, agents, accountants, counsedtaed advisors and representatives who
need to know such Information (who shall be advisttheir obligations hereunder with respect torsbdormation), except in compliance w
Section 5.9. Without limiting the foregoing, whemyanformation concerning the other Group or itsibess is no longer needed for the
purposes contemplated by this Agreement or anyllangiAgreement, each disclosing party will, protggfter the request of the receiving
party, either return to the disclosing party afbhmation in a tangible form (including all copigereof and all notes, extracts or summaries
based thereon) or certify to the disclosing pdrat it has destroyed such Information (and suclesdbereof and such notes, extracts or
summaries based thereon).

Section 5.9 Protective Arrangementa the event that any party or any member oBitsup eitheidetermines on the advice of its cour
that it should disclose any Information pursuarapplicable Law or receives any demand under lapifocess or from any Governmental
Authority or properly constituted arbitral authgrib disclose or provide Information of any otharty (or any member of any other party’s
Group) that is subject to the confidentiality pighs hereof, the Person required to disclosertfogrhation shall give the applicable Person
prompt, and to the extent reasonably practicalvler ritten notice of such disclosure and an opaity to contest such disclosure, and shall
use reasonable best efforts to cooperate, at fhener of the requesting Person, in seeking angmabte protective arrangements requested by
such Person. In the event that such appropriategiiee arrangement or order or other remedy ihtdined, the Person that is required to
disclose such Information shall furnish, or causbé furnished, only that portion of such Informatthat is legally required to be disclosed
shall use reasonable best efforts to ensure tindidemtial treatment is accorded such Informatibims Section 5.9 shall not apply to the
disclosure of any Information to any Governmentathrity that is reasonably necessary to resporahyoinquiry by any Governmental
Authority.
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ARTICLE VI
ADDITIONAL COVENANTS AND OTHER MATTERS

Section 6.1 Further Assurances

() In addition to the actions specifically prouider elsewhere in this Agreement, each of theigmghall use its reasonable best
efforts, prior to, on and after the Effective Tine take, or cause to be taken, all actions, amtbhf@r cause to be done, all things, reasonably
necessary, proper or advisable under applicable tegulations and agreements to consummate and effdative the transactions
contemplated by this Agreement and the Ancillaryefggnents.

(b) On or prior to the Effective Time, WMB and WRXtheir respective capacities as direct and irdiséockholders of their
respective Subsidiaries, shall each ratify anyoastthat are reasonably necessary or desirable takien by WMB and WPX or any other
Subsidiary of WMB or WPX, as the case may be, tectfiate the transactions contemplated by this &gent.

Section 6.2 Use of Names, Logos and Information

(a) No later than the Distribution Date, WPX sltallse to be filed with the Secretary of State {beoappropriate Governmental
Authority) of the states in which its Subsidiar@e located or are doing business, an amendmémitocertificates of incorporation or similar
governing documents or qualification to do busirntesshange the name of any Subsidiary with “Willgrim its name to a new name not
confusingly similar to WMB’s name.

(b) No later than the Distribution Date (or, wittspect to any WPX Entitg'wells, tanks, pipelines, and other field faa@htj no late
than the date that is six months after the DistithuDate), WPX shall use reasonable best effortemove, and WPX shall cause each mei
of the WPX Group to remove, from their websiteg] any other publicly distributed material (othearthmaterial required to be submitted for
the purpose of regulatory filings and other simdacumentation), any reference to WMB, and itsihess lines and plans and any names,
logos, or trademarks associated therewith. WP Xeawth other member of the WPX Group shall ceasesalbf the WMB name (and any na
confusingly similar thereto) and all trademarks aedvice marks associated therewith no later thaDistribution Date (or, with respect to ¢
WPX Entity’s wells, tanks, pipelines, and otheldiéacilities, no later than the date that is signths after the Distribution Date); providtut,
if any member of the WPX Group is unable to compith the foregoing requirements of this Section(b)2or reasons outside of its reason
control, WPX may request WMB to grant an extengibtime beyond the Distribution Date, and WMB agreet to unreasonably withhold or
delay the granting of any such requested extenslothing in this Section 6.2(b) shall preclude W&Xts Subsidiaries from using the WMB
name to indicate that WPX and members of the WPdu@mwere formerly associated with WMB, or from reifeg to WMB by its name for
non-trademark and non-branding purposes as is tiethtiy applicable Law.
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(c) WPX shall not, and shall cause each membédreo¥¥PX Group not to, take any action, purport teetany action or otherwise
hold itself out as having any authority to act emalf of or represent in any way any member oMiéB Group. WPX shall indemnify, defel
and hold harmless each of the WMB Indemnitees faochagainst any and all Liabilities of the WMB Inai@tees relating to, arising out of or
resulting from a breach of this Section 6.2(c).

Section 6.3 NofSolicitation.

(a) Without the prior consent of WMB, during thenteof the Transition Services Agreement and foedqa of one year thereafter,
WPX will not (and will cause each other WPX Entitgt to) solicit for employment, directly or inditgc any employee or contractor
(including any contractor employed by a third padfthe WMB Entities that (i) is providing servieéo any WMB Entity or WPX Entity in
connection with this Agreement or any Ancillary &gment, or (ii) with whom any WPX Entity has, oflave, more than incidental contact
pursuant to this Agreement or any Ancillary Agreeie

(b) Without the prior consent of WPX, during thenteof the Transition Services Agreement and foedqal of one year thereafter,
WMB will not (and will cause each other WMB Entitpt to) solicit for employment, directly or indithg any employee of WPX involved in
the performance of WPX obligations under this Agneat or any Ancillary Agreement.

(c) With respect to each of Sections 6.3(a) an¢(b® &ove, the prohibition on solicitation shaltend 90 days after the termination
of any employee’s employment or, in the case of WaMiployees, 90 days after the cessation of suchogegds involvement in the
performance of all “Services” (as defined underThansition Services Agreement). This provisionlishat operate or be construed to prevent
or limit any employee’s right to practice his or lpeofession or to utilize his or her skills forather employer or to restrict any employee’s
freedom of movement or association.

(d) Neither the publication of classified adventists in newspapers, periodicals, Internet bulletiards, or other publications of
general availability or circulation, nor the coresidtion and hiring of persons responding to susledidements, shall be deemed a breach of
this Section 6.3, unless the advertisement anditdlon is undertaken as a means to circumvenbnoceal a violation of this provision and/or
the hiring party acts with knowledge of this hiripgphibition.

(e) Each of the parties (i) acknowledges and agtegsnoney damages would not be a sufficient rgnfi@dany breach of this
Section 6.3 by such party (or any other membeuch party’s Group), (ii) consents to a court of patent jurisdiction entering an order
finding that the non-breaching party has been araply harmed as a result of any such breach @phddinsents to the granting of injunctive
relief without proof of actual damages as a remfedyany such breach. Such remedies shall not bee@¢o be the exclusive remedies for a
breach of this Section 6.3 but shall be in additmall other remedies available at law or equityhie non-breaching party.
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Section 6.4 Information Technology Transition Codtetwithstanding anything to the contrary in tAigreement, upon the completior
the Distribution WMB shall promptly contribute toRX $20.1 million for certain information technologansition costs expected to be
incurred by the WPX Entities in connection with Distribution, less any amounts funded by WMB focls costs prior to the completion of
Distribution.

ARTICLE VII
MUTUAL RELEASES; INDEMNIFICATION

Section 7.1 Mutual Releases

(a) Except (i) as provided in Section 7.1(c), &) may be otherwise provided in this AgreementhgrAncillary Agreement and
(iii) for any matter for which any WPX Indemnitegeéntitled to indemnification pursuant to this Alei VI, effective as of the Effective Time,
WPX does hereby, for itself and each other WP Xtk mtind their respective Affiliates, predecessanscessors and assigns, and, to the extent
WPX legally may, all Persons that at any time pdosubsequent to the Effective Time have beerkktulders, directors, officers, members,
agents or employees of WPX or any other WPX Elfitityeach case, in their respective capacities als)stemise, release and forever disch
each WMB Entity, their respective Affiliates, sussers and assigns, and all Persons that at anyptioreto the Effective Time have been
stockholders, directors, officers, members, agenemployees of WMB or any other WMB Entity (in azase, in their respective capacitie
such), and their respective heirs, executors, adtréors, successors and assigns, from any ahdbailities whatsoever, whether at law or in
equity, whether arising under any contract or ages®, by operation of law or otherwise, existingadsing from or relating to any acts or
events occurring or failing to occur or allegedhtive occurred or to have failed to occur or anydi@ns existing or alleged to have existed on
or before the Effective Time, whether or not kncasof the Effective Time.

(b) Except (i) as provided in Section 7.1(c), &9 may be otherwise provided in this AgreemenngrAncillary Agreement and
(iii) for any matter for which any WMB Indemniteg éntitled to indemnification pursuant to this Ak VIII, WMB does hereby, for itself and
each other WMB Entity and their respective Affiiat successors and assigns, and, to the extent 1&@4By may, all Persons that at any time
prior to the Effective Time have been stockholddigctors, officers, members, agents or emplopé&8MB or any other WMB Entity (in
each case, in their respective capacities as stehjse, release and forever discharge each WPXyFEthieir respective Affiliates, successors
and assigns, and all Persons that at any time forithre Effective Time have been stockholders,atiines, officers, members, agents or
employees of WPX or any other WPX Entity (in eaabe; in their respective capacities as such), leidrespective heirs, executors,
administrators, successors and assigns, from ahwlahiabilities whatsoever, whether at law oreiquity, whether arising under any contrac
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agreement, by operation of law or otherwise, exgstir arising from any acts or events occurrinfading to occur or alleged to have occurred
or to have failed to occur or any conditions erigtor alleged to have existed on or before thedffe Time, whether or not known as of the
Effective Time.

(c) Nothing contained in Section 7.1(a) or 7.1¢malimpair any right of any Person to enforce #hggeement, any Ancillary
Agreement, including the applicable Schedules beaatl thereto, or any arrangement that is notriniteate as of the Effective Time, as
specified in Section 2.5(b). Nothing contained étt®n 7.1(a) or 7.1(b) shall release any Persom:fr

(i) any Liability provided in or resulting from arggreement among any WMB Entities and any WPX [estihat is not to
terminate as of the Effective Time, as specifie@éttion 2.5(b), or any other Liability that is iotterminate as of the Effective Time, as
specified in Section 2.5(b);

(ii) any Liability, contingent or otherwise, assuméransferred, assigned or allocated to the Godwghich such Person is a
member in accordance with, or any other Liabilityany member of any Group under, this Agreemeraryr Ancillary Agreement; or

(i) any Liability the release of which would rdsin the release of any Person other than a Peedeased pursuant to this
Section 7.1; providethat the parties agree not to bring suit or peanit of their Subsidiaries to bring suit against Beyson with respect to
any Liability to the extent that such Person wdwddreleased with respect to such Liability by éxtion 7.1 but for the provisions of this
clause (iii).

(d) WPX shall not make, and shall not permit aryeotWPX Entity to make, any claim or demand, or ownce any Action
asserting any claim or demand, including any clgimindemnification, against any WMB Entity, or aother Person released pursuant to
Section 7.1(a), with respect to any Liabilitieseaded pursuant to Section 7.1(a). WMB shall nat,snall not permit any other WMB Entity,
make any claim or demand, or commence any Actisarting any claim or demand, including any claimifmemnification, against any WPX
Entity, or any other Person released pursuant ¢tidde7.1(b), with respect to any Liabilities reded pursuant to Section 7.1(b).

(e) At any time, at the request of any other pagagh party shall cause each member of its respeBtioup to execute and deliver
releases in form reasonably satisfactory to thergtlarty reflecting the provisions of this Sectib.

Section 7.2 Indemnification by WPXSubject to Section 7.4, WPX shall, and shall eaach of its Subsidiaries that is in the WPX Gi
as of the Effective Time to, jointly and severatigemnify, defend and hold harmless WMB, each WM#itlf and each of their respective
current, former and future directors, officers amdployees, and each of the heirs, executors, ssmeeand assigns of any of the foregoing
(collectively, the “ WMB Indemnitee9, from and against any and all Liabilities of tWéMB Indemnitees relating to, arising out of oruking
from any of the following items (without duplicatii
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(a) any WPX Liability, including the failure of WP&r any other member of the WPX Group or any oBenson to pay, perform or
otherwise promptly discharge any WPX Liabilitiessiccordance with their respective terms, whethier po, on or after the Effective Time;

(b) the WPX Business;
(c) any breach by any WPX Entity of this Agreemenany of the Ancillary Agreements; and

(d) any untrue statement or alleged untrue statenfenmaterial fact or omission or alleged omingio state a material fact
required to be stated therein or necessary to niekstatements therein not misleading, with resggeall information contained in the Form 10
or the Information Statement; provideHowever, that the indemnity provided in this Section 7)XHdall not apply to any WMB Indemnitee
with respect to any Liability to the extent arisiogt of any untrue statement or omission or alleg@due statement or omission contained in
any information furnished in writing to WPX by WM& pressly for use in such filing.

Notwithstanding the foregoing, no WMB Indemnitealsbe entitled to indemnification under this Senti7.2 for any Liability for which an
WPX Indemnitee is entitled to be indemnified purgua Sections 7.3(d) and 7.3(e) below.

Section 7.3 Indemnification by WMBSubject to Section 7.4, WMB shall, and shall eaeach of its Subsidiaries that is in the WMB
Group as of the Effective Time to, jointly and sely indemnify, defend and hold harmless WPX, e&ddPX Entity and each of their
respective current, former and future directorficefs and employees, and each of the heirs, esessiguccessors and assigns of any of the
foregoing (collectively, the * WPX Indemnite8s from and against any and all Liabilities of & X Indemnitees relating to, arising out of or
resulting from any of the following items (withodtiplication):

(a) any WMB Liability, including the failure of WMBr any other member of the WMB Group or any ofPerson to pay, perform
or otherwise promptly discharge any WMB Liabilitiesaccordance with their respective terms, wheginier to, on or after the Effective Tim

(b) the WMB Business;
(c) any breach by any WMB Entity of this Agreementny of the Ancillary Agreements; and

(d) any cash payment determined to be owed by aR¥X \&htity in any of the pending proceedings sethfan_Schedule 7.3(d)
related to power marketing in California; providetiat WPX shall pay, or cause to be paid, to WMB eash that a WPX Entity receives, or is
entitled to receive, in connection with such praliegs, regardless of whether such amount excegdaranunt due from WMB to WPX
pursuant to this clause; and
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(e) the pending proceedings set forth on Schedg@lg)telated to published gas price indices, includsaely for purposes of this
Section 7.3(e), any Liability for indirect, punigivor consequential damages relating to such prowgeorovided, that if all or any portion of
the indemnification obligation set forth in thiscBen 7.3(e) is held to be invalid, illegal or ufi@meable in any respect under any applicable
Law or rule in any jurisdiction, then the partiesl o the extent permitted by law, take such @es as may reasonably be necessary in order tc
place the WPX Entities in the same position asiéhsobligation were fully valid, legal and enforbéa

Notwithstanding the foregoing, no WPX Indemnitealshe entitled to indemnification under this Sentir.3 for any Liability to the exte
arising out of any of the Contracts set forth ohettule 7.3

Section 7.4 Indemnification Obligations Net of Irsuce Proceeds and Other Amounts

(a) The parties intend that any Liability subjexirtdemnification or reimbursement pursuant to &gseement will be net of
Insurance Proceeds and other amounts receiveddhally reduce the amount of the Liability for whiindemnification is sought.
Accordingly, the amount which any party (an “ Indgfping Party”) is required to pay to any Person entitled toeimahification or
reimbursement under this Agreement (an “ IndemriXeéll be reduced by any Insurance Proceeds ahdraamounts theretofore actually
recovered by or on behalf of the Indemnitee in otida of the related Liability. If an Indemniteeceves a payment (an “ Indemnity Payment
") required by this Agreement from an IndemnifyiRgrty in respect of any Liability and subsequergleives Insurance Proceeds or other
amounts therefor, then the Indemnitee will prompty to the Indemnifying Party an amount equah®eéxcess of the Indemnity Payment
received over the amount of the Indemnity Paymiaitwould have been due if the Insurance Proceedther amounts had been received,
realized or recovered before the Indemnity Paymexst made.

(b) An insurer that would otherwise be obligatediédend or make payment in response to any claath sbt be relieved of the
responsibility with respect thereto or, solely bstue of the indemnification provisions hereof, baany subrogation rights with respect thereto,
it being expressly understood and agreed thatsurém or any other third party shall be entitlec tavindfall” (i.e., a benefit it would not be
entitled to receive in the absence of the inderoaifon provisions of this Agreement) by virtue loé indemnification provisions hereof. For
avoidance of doubt, in no event shall any partplbéated to seek recovery from any insurer asralition to obtaining the benefit of the
indemnification provisions of this Agreement or akiycillary Agreement.

(c) If an indemnification claim is covered by tmelemnification provisions of an Ancillary Agreemetite claim shall be made
under the Ancillary Agreement to the extent apilieaand the provisions thereof shall govern suaimtlIn no event shall any party be entit
to double recovery from the indemnification proeiss of this Agreement and any Ancillary Agreement.

23



(d) Payments and reimbursements with respect terdlaxed Liabilities and Tarelated indemnities are governed exclusively by
Tax Sharing Agreement. To the extent of any incgiasicy or conflict between this Agreement and the $haring Agreement with respect to
any matter relating to WMB’s and WPX'’s respectiights, responsibilities and obligations after thistBbution with respect to Taxes, the
provisions of the Tax Sharing Agreement shall apply

Section 7.5 ThireParty Claims

(a) If an Indemnitee shall receive notice or othlisewearn of the assertion by a Person (includmg@overnmental Authority) that
is not a WMB Entity or a WPX Entity of any clainnluding environmental claims and demands or redgquiesinvestigation or remediation of
contamination) or of the commencement by any swhdh of any Action with respect to which an Indéging Party may be obligated to
provide indemnification to such Indemnitee pursuarhis Agreement or any Ancillary Agreement (eotively, a “ ThirdParty Claim”), such
Indemnitee shall give such Indemnifying Party veritnotice thereof as soon as promptly practicdtieno later than 30 days after becoming
aware of such Third-Party Claim. Any such noticelktiescribe the Third-Party Claim in reasonabl@idl@and contain written correspondence
received from the third party that relates to thérd-Party Claim. Notwithstanding the foregoinge thailure of any Indemnitee to give notice as
provided in this Section 7.5(a) shall not relielie telated Indemnifying Party of its obligationsienthis Article VII, except to the extent that
such Indemnifying Party is prejudiced by such failto give notice.

(b) With respect to any Third-Party Claim:

(i) Unless the parties otherwise agree, within 8@sdafter the receipt of notice from an Indemniteaccordance with
Section 7.5(a), an Indemnifying Party shall deféamd, unless the Indemnifying Party has specifiedraservations or exceptions, seek to
settle or compromise), at such Indemnifying Parpyign cost and expense and by such Indemnifying/RBastvn counsel, any Third-Party
Claim. The applicable Indemnitee shall have thhtrig employ separate counsel and to participa{buhnot control) the defense, comprom
or settlement thereof, but the fees and expenssisobf counsel shall be the expense of such Indeeritotwithstanding the foregoing, the
Indemnifying Party shall be liable for the fees axgpenses of counsel employed by the Indemniteéoffgny period during which the
Indemnifying Party has not assumed the defensaalf $hird-Party Claim (other than during any periloavhich the Indemnitee shall have
failed to give notice of the Third-Party Claim ioc@rdance with Section 7.5(a)) or (B) to the exthat such engagement of counsel is as a
result of a conflict of interest, as reasonablyedeined by the Indemnitee acting in good faith.
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(i) No Indemnifying Party shall consent to entfyamy judgment or enter into any settlement of @&hird-Party Claim
without the consent of the applicable Indemniteeyjaled, however, that such Indemnitee shall be required to congestich entry of
judgment or to such settlement that the Indemnify@arty may recommend if the judgment or settleri@ntontains no finding or admissic
of any violation of Law or any violation of the Htgs of any Person, (B) involves only monetary feliich the Indemnifying Party has agreed
to pay and could not reasonably be expected to aaignificant adverse impact (financial or norafigial) on the Indemnitee, including a
significant adverse impact on the rights, obligagicoperations, standing or reputation of the Inu&re (or any of its Subsidiaries or Affiliate
and (C) includes a full and unconditional releaksthe Indemnitee. Notwithstanding the foregoingnmevent shall an Indemnitee be required
to consent to any entry of judgment or settlemkthtda effect thereof is to permit any injunctiomcthratory judgment, other order or other
nonmonetary relief to be entered, directly or iadily, against any Indemnitee.

(c) Whether or not the Indemnifying Party assurhestefense of a Third-Party Claim, no Indemnitesl stdmit any liability with
respect to, or settle, compromise or dischargd) $hird-Party Claim without the Indemnifying Pasyprior written consent, which consent
shall not be unreasonably withheld or delayed.

Section 7.6 Additional Matters

(&) Any claim on account of a Liability that doest mesult from a Third-Party Claim shall be timelyserted by written notice given
by the Indemnitee to the related Indemnifying Pasiych Indemnifying Party shall have a period oflag9s after the receipt of such notice
within which to respond thereto. If such IndemnifyiParty does not respond within such 30-day pesodh Indemnifying Party shall be
deemed to have refused to accept responsibilityake payment. If such Indemnifying Party does eepond within such 30-day period or
rejects such claim in whole or in part, such Indeéemshall be free to pursue remedies as spedifigtiis Agreement and the Ancillary
Agreements.

(b) In the event of payment by or on behalf of &myemnifying Party to any Indemnitee in connectigith any Third-Party Claim,
such Indemnifying Party shall be subrogated tosradl stand in the place of such Indemnitee asyoezents or circumstances in respect of
which such Indemnitee may have any right, defemsgaim relating to such Third-Party Claim agaiasy claimant or plaintiff asserting such
Third-Party Claim or against any other Person. Such Imitem shall cooperate with such Indemnifying Partg reasonable manner, and at
cost and expense of such Indemnifying Party, is@ecating any subrogated right, defense or claim.

(c) In the event of an Action in which the Indenyirify Party is not a named defendant, if eitherltttiemnitee or the Indemnifying
Party shall so request, the parties shall enddavaubstitute the Indemnifying Party for the nandefendant, if reasonably practicable. If such
substitution or addition cannot be achieved omisraquested, the named defendant shall allowrttienhnifying Party to manage the Action as
set forth in this Agreement and the Indemnifyingt{Pahall fully indemnify the named defendant agaial costs of defending the Action
(including court costs, sanctions imposed by atcattorneys’ fees, experts’ fees and all otheeew! expenses, and the allocated costs of in-
house counsel and other personnel), the costsyglidgment or settlement, and the cost of any &seor penalties relating to any judgment or
settlement.
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Section 7.7 Remedies Cumulativ€he remedies provided in this Article VII shal bumulative and shall not preclude assertion lyy an
Indemnitee of any other rights or the seeking gf amd all other remedies against any IndemnifyiagyP

Section 7.8 Survival of IndemnitieS he rights and obligations of each of WMB and W& their respective Indemnitees under this
Article VII shall survive the sale or other transby any party of any assets or businesses orsigrament by it of any Liabilities.

Section 7.9 Limitation on Liability Except as may expressly be set forth in this Agrent, none of WMB, WPX, or any other membe
either Group shall in any event have any Liabiltythe other or to any other member of the oth@rsup, or to any other WMB Indemnitee or
WPX Indemnitee, as applicable, under this Agreen@nto the extent that any such Liability resulbexin any willful violation of Law or frau
by the party seeking indemnification or (b) subjecSection 7.3(e), for any indirect, punitive @nsequential damages. Notwithstanding the
foregoing, the provisions of this Section 7.9 shall limit an Indemnifying Party’s indemnificatiabligations with respect to any Liability that
any Indemnitee may have to any third party notiatéd with any member of the WMB Group or the WBXoup.

ARTICLE VIII
TERMINATION

Section 8.1 TerminationThis Agreement and any Ancillary Agreement maydyeninated at any time prior to the Distributiorthe sole
discretion of WMB without the approval of WPX. Thbligations of the parties under Atrticle 11l (indimg the obligation to pursue or effect
Distribution) may be terminated by WMB if any tiraéier the Distribution it determines, in its sotelabsolute discretion, that the Distribution
would not be in the best interests of WMB or itsckholders.

Section 8.2 Effect of Terminatiarin the event of any termination of this Agreemerior to the Distribution, no party (or any of its
directors or officers) shall have any Liability forther obligation to any other party with resptcthis Agreement.

ARTICLE IX
DISPUTE RESOLUTION

Section 9.1 DisputesExcept as otherwise specifically provided in &mgillary Agreement, the procedures for discussimgotiation
and mediation set forth in this Article IX shallp to all disputes, controversies or claims (wleethrising in contract, tort or otherwise) that
may arise out of or relate to, or arise under axdnnection with this Agreement or any Ancillaryr&gment, or the transactions contemplated
hereby or thereby (including all actions takenurttierance of the transactions contemplated hesebiyereby on or prior to the Effective
Time), or the commercial or economic relationsHiphe parties relating hereto or thereto, betweesinaong any Person in the WMB Group
and the WPX Group.
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Section 9.2 Escalation; Mediation

() Itis the intent of the parties to use thespective commercially reasonable efforts to reselkgeditiously any dispute,
controversy or claim between or among them witpeesto the matters covered hereby that may anise fime to time on a mutually
acceptable negotiated basis. In furtherance ofatiegoing, upon the written notice of either paggch party shall appoint a representative
authority level above the level of the individualso have been unable to resolve the dispute (text Step Up RepresentativgsThe Next
Step Up Representatives shall be appointed asndieted in the discretion of each party considerimgitnportance of the relationship, the
complexity of the issues, and the size of the artmimdispute. The parties shall allow for a peridd 5 Business Days after the last
representative is appointed and contact informati@vided to the other party for the Next Step WgpRsentatives to negotiate a resolution of
the dispute before the parties are required to nimviee mediation stage. This 15 Business Day deriay be waived jointly in writing.

(b) If the parties are not able to resolve the ulispcontroversy or claim (except those relatingteironmental Liabilities, which
are addressed in Section 9.2(c) below) througlesicalation process referred to above, then eidmty may submit the dispute to mediation by
written notice to the other party. The parties kjoahtly retain a mediator to aid the parties it discussions and negotiations by informally
providing advice to the parties. The mediator shelkelected by the parties. If the parties caagee on a mediator within 30 days after the
notice to mediate, the International Institute @mmflict Prevention and Resolution (* CPRshall designate a mediator at the request bkeit
party. Any mediator proposed by CPR must be redsypraeceptable to both parties. Any opinion expeedsy the mediator shall be strictly
advisory and shall not be binding on the parties,amall any opinion expressed by the mediatordmeissible in any other proceeding. Costs of
the mediation shall be borne equally by the paitieslved in the matter, except that each partyl dfearesponsible for its own expenses.
Mediation shall be a prerequisite to the commencermmkany Proceeding (except those relating to Eemvinental Liabilities, which are
addressed in Section 9.2(c) below) by either party.

(c) If the parties are not able to resolve any gzl or factual dispute, controversy or claim tieig to Environmental Liabilities
through the escalation process referred to abbee, ¢ither party may submit the dispute to medidbip written notice to the other party. The
parties shall jointly retain a technical mediasurch as a thirgharty environmental consultant or other person wjtécific technical expertise
the matter involved in the dispute, controversglaim to aid the parties in their discussions aedatiations. The technical mediator shall be
selected by the parties. If the parties cannoteagrea technical mediator within 30 days afterrtbéice to mediate, CPR shall designate a
technical mediator at the request of either pakty technical mediator proposed by CPR must beoready acceptable to both parties. The
technical mediator shall provide informal advicahe parties and, if requested by both partied| also
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provide a written opinion letter or report summaggthe matter in dispute, identifying any sigréfit assumptions or informational gaps
underlying that summary, and setting forth the dusions and recommendations of the technical medibinless mutually agreed by the
parties in writing, any opinion expressed by thehtécal mediator shall be strictly advisory andlkshat be binding on the parties, nor shall any
opinion expressed or delivered by the technicaliatedbe admissible in any other proceeding. Cresdtged to the technical mediator’s work,
including any investigation, datgathering or sampling recommended by the techmealiator, shall be borne equally by the partieslved ir
the matter, except that each party shall be rediplerfor its own expenses. Technical mediation Idbla prerequisite to the commencement of
any Proceeding relating to Environmental Liabitiey either party.

(d) For purposes of this Section 9.2:

() “ Environmental Laws means all federal, state, local and foreign Lawsluding all judicial and administrative orders,
determinations, and consent agreements or det¢hegselate, in whole or in part, to Hazardous $afrses, pollution, contaminants, harmful
substances, protection of the environment or hunesafth, including those that regulate the use, fizature, generation, handling, labeling,
testing, transport, treatment, storage, processlisgharge, disposal, release, threatened releastpl, or cleanup of harmful substances,
pollutants, contaminants, Hazardous Substancestarials containing such substances, regardlestef enacted or effective;

(i) “ Environmental Liabilities’ means any Liabilities arising out of or relatitmjthe environment, human health, any
Environmental Law, Hazardous Substances or expdseul@azardous Substances, pollutants, contamirergther harmful substances,
including (A) fines, penalties, judgments, awaskdtlements, losses, damages (including conseqlidathages), costs, fees (including
attorneys’ and consultants’ fees), expenses anmidiements, (B) costs of defense and other respoosey administrative or judicial action
(including notices, claims, complaints, suits atiteo assertions of liability), (C) responsibilitgrfany investigation, remediation, monitoring or
cleanup costs, injunctive relief, tort claims, matuesource damages, and any other environmemn@bléance or remedial measures, in each
case known or unknown, foreseen or unforeseen(@ndny claims, suits or actions (whether thirdtpar otherwise) for any Liability,
including personal injury or property damage; and

(i) “ Hazardous Substancésneans all materials, wastes or substances debipedr regulated under, any Environmental
Laws now or in the future and any substance thagoze rise to any claim, suit or action (whethgrd-party or otherwise) for any Liabilities,
including personal injury or property damage.

Section 9.3 Court Actions

(@) In the event that any party, after complyingfmthe provisions set forth in Section 9.2 aboesiits to commence an Action,
such party, subject to Section 10.11, may subreitiBpute, controversy or claim (or such serie®lafted disputes, controversies or claims) to
any court of competent jurisdiction.
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(b) Unless otherwise agreed in writing, the pantidscontinue to provide service and honor all@tltommitments under this
Agreement and the Ancillary Agreements during tberse of dispute resolution pursuant to the prowmssiof this Article IX, except to the
extent such commitments are the subject of sughuths controversy or claim.

ARTICLE X
MISCELLANEOUS

Section 10.1 Corporate PoweWMB represents on behalf of itself and each oth&tB Entity, and WPX represents on behalf of itself
and each other WPX Entity, that:

(a) each such Person is a corporation or othetyetily incorporated or formed, validly existingdaim good standing under the
Laws of the state or other jurisdiction of its ingoration or formation, and has all material cogteror other similar powers required to carry
on its business as currently conducted,;

(b) each such Person has the requisite corporatther power and authority and has taken all cateoor other action necessary in
order to execute, deliver and perform this Agreemaad each other Ancillary Agreement to which iaiparty and to consummate the
transactions contemplated hereby and thereby; and

(c) this Agreement and each Ancillary Agreemenwbach it is a party has been duly executed andsdedd by it and constitutes a
valid and binding agreement of such Person enfblegn accordance with the terms hereof and thereof

Section 10.2 Coordination with Certain Ancillary ieg@ments; ConflictsIn the event of any conflict or inconsistencyvibegn any
provision of any of the Ancillary Agreements ang amovision of this Agreement, the applicable Alay Agreement shall control over the
inconsistent provisions of this Agreement as torttadters specifically addressed in such Ancillagréement.

Section 10.3 Expense&xcept as expressly set forth in this Agreemeit any Ancillary Agreement, all fees, costs argenses paid or
incurred in connection with the Separation andplgormance of this Agreement and any Ancillary égment, whether performed by a third-
party or internally, will be paid by the party imcimg such fees or expenses, whether or not thardgpn is consummated, or as otherwise
agreed by the parties.

Section 10.4 Amendment and Maodificatiofhis Agreement and the Ancillary Agreements maybe amended, modified or
supplemented in any manner, whether by courserafwtt or otherwise, except by an instrument iningispecifically designated as an
amendment hereto, signed on behalf of each party.

Section 10.5 WaiverNo failure or delay of any party in exercising/aight or remedy hereunder shall operate as aavahereof, nor
shall any single or partial exercise of any sughtror power, or any abandonment or discontinuaficteps to enforce such
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right or power, or any course of conduct, precladg other or further exercise thereof or the eserof any other right or power. The rights
remedies of the parties hereunder are cumulatideaaanot exclusive of any rights or remedies they would otherwise have hereunder. Any
agreement on the part of any party to any suchevakall be valid only if set forth in a writtersinument executed and delivered by a duly
authorized officer on behalf of such party.

Section 10.6 NoticesAll notices and other communications hereundatl gt in writing and shall be deemed duly givenga the date
of delivery if delivered personally, or if by facsie, upon written confirmation of receipt by fatsie, e-mail or otherwise, (b) on the first
Business Day following the date of dispatch if deted utilizing a next-day service by a recognimegt-day courier or (c) on the earlier of
confirmed receipt or the fifth Business Day follogithe date of mailing if delivered by registeredertified mail, return receipt requested,
postage prepaid. All notices hereunder shall bizeleld to the addresses set forth below, or putdoasuch other instructions as may be
designated in writing by the party to receive sootice:

(i) if to WMB or any other WMB Entity, tc

The Williams Companies, Inc.
One Williams Center

Tulsa, Oklahoma 74172-0172
Attention: General Counsel
Facsimile: 918-573-1807

E-mail: craig.rainey@williams.com

(i) if to WPX or any other WPX Entity, tc

WPX Energy, Inc.

One Williams Center

Tulsa, Oklahoma 74172-0172
Attention: General Counsel
Facsimile: 918-573-5942

E-mail: james.bender@williams.com

Section 10.7 InterpretatioWhen a reference is made in this Agreement tecti@®, Article, or Exhibit such reference shalltbea
Section, Article, or Exhibit of this Agreement usdeotherwise indicated. The table of contents aadlimgs contained in this Agreement or in
any Exhibit are for convenience of reference puesamly and shall not affect in any way the meawiniterpretation of this Agreement. All
words used in this Agreement will be construedeabsuch gender or number as the circumstancegeedny capitalized terms used in any
Schedule or Exhibit but not otherwise defined theshall have the meaning as defined in this Age@mAll Schedules and Exhibits annexed
hereto or referred to herein are hereby incorpdrat@nd made a part of this Agreement as if sghfleerein. The word “including” and words
of similar import when used in this Agreement siadlan “including, without limitation,” unless otlése specified. The word “day” when
used in this Agreement shall mean “calendar dayléss otherwise specified.
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Section 10.8 Entire Agreementhis Agreement and the Ancillary Agreements dredExhibits, Schedules and Appendices hereto and
thereto constitute the entire agreement, and segerall prior written agreements, arrangements neomications and understandings and all
prior and contemporaneous oral agreements, arragrgsptommunications and understandings amongattiep with respect to the subject
matter hereof. None of this Agreement or any ofAheillary Agreements shall be deemed to contaimmly any restriction, covenant,
representation, warranty, agreement or undertaddirgany party with respect to the transactions aoptated hereby and thereby other than
those expressly set forth herein or therein omy @document required to be delivered hereundenenetinder. Notwithstanding any oral
agreement or course of action of the parties dr thpresentatives to the contrary, no party te greement shall be under any legal oblige
to enter into or complete the transactions contategdlhereby unless and until this Agreement slaaiétbeen executed and delivered by ea
the parties.

Section 10.9 No Third Party BeneficiarieExcept for the indemnification rights under tAigreement of any WMB Indemnitee or WPX
Indemnitee in their respective capacities as suething in this Agreement or the Ancillary Agreertgrexpress or implied, is intended to or
shall confer upon any Person other than the paatidstheir respective successors and permittedressany legal or equitable right, benefit or
remedy of any nature under or by reason of thissAgrent or the Ancillary Agreements.

Section 10.10 Governing LawTlhis Agreement and all disputes or controveraresng out of or relating to this Agreement or the
transactions contemplated hereby shall be govemednd construed in accordance with, the interaals of the State of Oklahoma, without
regard to the Laws of any other jurisdiction thagint be applied because of the conflicts of lawsgiples of the State of Oklahoma.

Section 10.11 Submission to Jurisdictidexcept as otherwise specifically provided in @mgillary Agreement, with respect to any suit,
action or proceeding relating to this Agreemerammy Ancillary Agreement (a “ Proceeditig each party to this Agreement irrevocably
(a) consents and submits to the exclusive jurisdiaf the state and federal courts located in & @sunty, Oklahoma; (b) waives any objec
which such party may have at any time to the laghgenue of any Proceeding brought in any suchitcawaives any claim that such
Proceeding has been brought in an inconvenientrf@nd further waives the right to object, with resto such Proceeding, that such court
does not have jurisdiction over such party; anct¢e)sents to the service of process at the addeddsrth for notices in Section 10.6;
provided, however, that such manner of service of process shalprextiude the service of process in any other mapeenitted under
applicable law.

Section 10.12 AssignmenExcept as specifically provided in any Ancillakgreement, none of this Agreement, any of the Aail
Agreements, or any of the rights, interests orgattions hereunder or thereunder may be assigneelegated, in whole or
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in part, by operation of law or otherwise, by amytp without the prior written consent of the otlparties, and any such assignment without
such prior written consent shall be null and vdiiéiny party (or any of its successors or permitisgigns) (a) shall consolidate with or merge
into any other Person and shall not be the conmtghor surviving corporation or entity of such coligation or merger or (b) shall transfer all or
substantially all of its properties and/or assetarty Person, then, and in each such case, the(paits successors or permitted assigns, as
applicable) shall ensure that such Person assulredglae obligations of such party (or its sucewssor permitted assigns, as applicable) under
this Agreement and all applicable Ancillary Agreense

Section 10.13 SeverabilityWhenever possible, each provision or portionrgf provision of this Agreement and the Ancillary
Agreements shall be interpreted in such mannes be effective and valid under applicable Law, ibany provision or portion of any
provision of this Agreement or the Ancillary Agreents is held to be invalid, illegal or unenforcesaiol any respect under any applicable Law
or rule in any jurisdiction, such invalidity, illatity or unenforceability shall not affect any athpeovision or portion of any provision in such
jurisdiction, and this Agreement or the Ancillargeements shall be reformed, construed and enfancgatch jurisdiction as if such invali
illegal or unenforceable provision or portion of/grovision had never been contained herein.

Section 10.14 Waiver of Jury TriaEACH OF THE PARTIES TO THIS AGREEMENT HEREBY IRRBCABLY WAIVES ALL
RIGHT TO TRIAL BY JURY IN ANY ACTION, PROCEEDING ORCOUNTERCLAIM ARISING OUT OF OR RELATING TO THIS
AGREEMENT, ANY OF THE ANCILLARY AGREEMENTS OR THE RANSACTIONS CONTEMPLATED HEREBY OR THEREBY.

Section 10.15 CounterpartFhis Agreement and each Ancillary Agreement magkecuted in one or more counterparts, all of whic
shall be considered one and the same instrumergtaiidbecome effective when one or more count&speve been signed by each of the
parties and delivered to the other parties.

Section 10.16 Facsimile Signatur€his Agreement may be executed by facsimile gigeaand a facsimile signature shall constitute an
original for all purposes.

[The remainder of this page is intentionally |efirik.]
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IN WITNESS WHEREOF, the parties have caused thiee@gent to be executed by their duly authorizedessmtatives as of the date
first set forth above.

THE WILLIAMS COMPANIES, INC.
By:

Name:
Title:

WPX ENERGY, INC.
By:

Name:
Title:

[Signature Page to Separation and Distribution Agrent]



Exhibit A
Contributed Entities

(such entities are held 100% by WPX Energy, Inc.
or its subsidiaries unless otherwise noted)

WPX Energy, Inc.

Williams Production Holdings LLC

Williams Production Ryan Gulch LLC

Williams Production RMT Company LLC

Fort Union Gas Gathering, L.L.C. (11.11%)
Bison Royalty LLC

Barrett Resources International Corporation
Dakota-3 E&P Company, LLC

D-3 Van Hook Gathering Services, LLC
Williams Production Company, LLC

Williams Production Rocky Mountain Company
Williams Production Mid-Continent Company
Williams Arkoma Gathering Company, LLC
Williams Production Keystone LLC

WPX Gas Resources Company

Williams Production Appalachia LLC

Williams Marcellus Gathering LLC

Diamond Elk, LLC

RW Gathering, LLC (50%)

Mockingbird Pipeline, L.P.

Williams Production — Gulf Coast Company, L.P.
WPX Enterprises, Inc.

WPX Energy Marketing, LLC

Northwest Argentina Corporatic

Williams International Oil & Gas (Venezuela) Limite
WPX Energy Services Company, LLC

WPX Energy Marketing Services Company, LLC

[Exhibit A to Separation and Distribution Agreenmnie
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Schedule 2.5(b)(v)

Surviving Agreements
Gas Supply Fee Agreement by and between WPX Endegigeting, LLC and Williams Energy (Canada), Inatetl November 18, 20(

ISDA 2002 Master Agreement by and between WPX Bnbtgrketing, LLC and Williams Energy (Canada), Ideted January 1, 20C
along with each transaction thereun

ISDA 2002 Master Agreement by and between WPX Bnbfgrketing, LLC and Williams Olefins, L.L.C. datédigust 1, 2006, alon
with each transaction thereunc

Side Letter Regarding Assignment, Assumption/Aamé&ndment of Aircraft Lease (S/N 750-0266) and @ntee (S/N 750-0266), by and
between WMB and WPX dated as of November 30, :

Data Center Services Agreement dated Decembel028, l2etween WPX Energy, Inc. and Williams InformatiTechnology, Inc
Real Estate Services Agreement dated Decembe028, t2tween WPX Energy, Inc. and Williams HeadararBuilding Compan
Building Services Agreement dated December 28, 2@tdeen WPX Energy, Inc. and The Williams Compsyiiec.

Credit Reimbursement Agreement (Legacy Positibpsaind between WPX Energy Marketing, LLC and &fitis Merchant Services
Company, LLC dated December 31, 2(

Deferred Assignment and Interim Management Agexd (WECI), made and entered into effective aexfember 15, 2011, by and
between Williams Energy (Canada), Inc. and WPX Bynddarketing, LLC

[Schedule 2.5(b)(v) to Separation and Distributdgreement]



Schedule 7.3
Contracts Excluded From Indemnification
WGM Legacy Agreements with Current Deal Ending Date

Max of Maturity Date
Contract Typ Ext Lega

Deal #

Expiration

Broker Agreement (Exchange Cleared) BNPPARIBCOMMOFUTURINC- LE

[Schedule 7.3 to Separation and Distribution Agreety

2135¢
2135¢
2136:
2136«
2136¢
2136¢
21367
2136¢
2136¢
2138:
2138«
2138¢
2143«
2143¢
2144t
2144¢
2190¢
2190¢
21911
2191:
2192(
2192
2193(
2194t
2195¢
2195¢
2196«
2196¢
2197¢
21971
21981
2198:
2198:
2198«
2198¢
2400¢
2400¢
2401(
24011
2401«
2401t
2401¢

12/31/201:
12/31/201:
6/30/201:
12/31/201:
12/31/201:
12/31/201:
12/31/201:
12/31/201:
12/31/201:
6/30/201.:
3/31/201:
6/30/201:
3/31/201:
3/31/201:
6/30/201:
9/30/201.:
12/31/201:
12/31/201:
12/31/201:
12/31/201:
12/31/201:
12/31/201:
12/31/201:
12/31/201:
12/31/201:
10/31/201:
10/31/201:
10/31/201:
3/31/201:
3/31/201:
10/31/201:
10/31/201:
3/31/201:
3/31/201:
3/31/201:
12/31/201.
12/31/201:
12/31/201.
12/31/201.
12/31/201:
12/31/201:
12/31/201.



Broker Agreement (Exchange Clear
Total
ISDA (OTC Financial

BNPPARIBCOMMOFUTURINC- LE Total

BARCLAYSBANKPLC - LE

BARCLAYSBANKPLC - LE Total
CITIGROUPENERGYINC- LE

CITIGROUPENERGYINC- LE Total
ELPASOMARKECOMPALLC- LE

[Schedule 7.3 to Separation and Distribution Agreety

24017
2405
2405«
2405¢
2405¢
24057
2567
2568
2569¢
25697
2569¢
27181
2718:
2718¢
2718¢
2733(
2760¢
2768
2895(
29171
3643
3643:
3731¢
3731¢
3732(
37381
3738
3746¢
3765
3765:
3860¢

2096
2096:
2096:
2101t
2101¢
2104

2095«
2104:

2093(
20931
2093:
2093:
2094
2094¢

12/31/201.
12/31/201.
12/31/201:
12/31/201:
12/31/201.
12/31/201:
12/31/201:
12/31/201.
12/31/201:
12/31/201:
12/31/201.
12/31/201:
12/31/201:
12/31/201.
12/31/201.
12/31/201:
12/31/201.
12/31/201.
12/31/201:
12/31/201.

3/31/201!

3/31/201:

3/31/201:

3/31/201:

3/31/201:
10/31/201:
10/31/201.

3/31/201:

3/31/201:
10/31/201:

3/31/201:
12/31/201:

12/31/201:
12/31/201:
12/31/201:
12/31/201:
12/31/201:
12/31/201:
10/31/201:
12/31/201:
12/31/201.

3/31/201:
12/31/201:
12/31/201!
12/31/201!
12/31/201:
12/31/201:
12/31/201.
12/31/201:



ISDA (OTC Financial) Tota
Master Buy/Sel

Master Buy/Sell Tots
Grand Tota

ELPASOMARKECOMPALLC- LE Total
JPMORGAVENTUENERGCORP- LE

JPMORGAVENTUENERGCORP!- LE Total
LOUISDREYFENERGSERVILF- LE

LOUISDREYFENERGSERVILF- LE Total
MERRILYNCHCOMMOINC - LE
MERRILYNCHCOMMOINC - LE Total
MORGASTANLCAPITGROUPINC- LE

MORGASTANLCAPITGROUPINC- LE Total

EQUILONENTERPRISESLLC- LE
EQUILONENTERPRISESLLC- LE Total

[Schedule 7.3 to Separation and Distribution Agreety

2096¢
2097
2099¢
21031

2100:
2100¢
2102t

2097(

2094:
2094
21001
2100z
3348¢

2055¢

12/31/201!
6/30/201.:
6/30/201:

12/31/201:
6/30/201.:

12/31/201:

12/31/201:

12/31/201:

12/31/201:

12/31/201:
3/31/201:
3/31/201:

12/31/201:

12/31/201.

12/31/201:

12/31/201:
3/31/201:

12/31/201.

12/31/201!
6/30/201.:
6/30/201.:
6/30/201:

12/31/201!



Case

Schedule 7.3(d)
California Gas Marketing Proceedings

Jurisdiction

Williams Entities Named

San Diego Gas & Electric Company v. Seller:

Energy and Ancillary Services

Investigation of Practices of the California

FERC
Docket No. EL00-95-000 et al

FERC

Independent System Operator and the CaliforniaDocket No. EL00-98-000 et al

Power Exchang

Puget Sound Energy v. Sellers of Energy

Ancillary Services

California Independent System Opere

Investigation of Anomalous Bidding Behav

and Practices in Western Markets

Fact-Finding Investigation Into Possible
Manipulation of Electric and Natural
Gas Price:

State of Californiaex rel. Bill Lockyer,
Attorney General,

V.

British Columbia Power Exchange Co

FERC
Docket No. EL01-10-000 et al

FERC
Docket No. ERO-74€-000

FERC
Docket No. INO3-10-000 et al

FERC
Docket No. PA02-2-000 et al

FERC
Docket No. EL02-71-000 et al

The Williams Companies, Inc; Williar
Energy Marketing & Trading Company;
Williams Power Company, In

The Williams Companies, Inc; Williams
Energy Marketing & Trading Company;
Williams Power Company, In

The Williams Companies, Inc; Willian
Energy Marketing & Trading Company;
Williams Power Company, n:

The Williams Companies, Inc.; Willian
Power Company, In

The Williams Companies, Inc; Willian
Energy Marketing & Trading Company;
Williams Power Company, In

The Williams Companies, Inc; Williams
Energy Marketing & Trading Company;
Williams Power Company, In

The Williams Companies, Inc; Williar
Energy Marketing & Trading Company;
Williams Power Company, Inc.

[Schedule 7.3(d) to Separation and Distributionefgnent]



Case

Schedule 7.3(e)
Gas Price Indices Proceedings

Jurisdiction

Williams Entities Named

In re: Western States Wholesale Natural
Antitrust Litigation, MDL 1566

Arandell Corporation, et al. v. Xcel Energy, Int

al.

New Page Wisconsin System, Inc. v. Cl
Resource Management Company et al.

Breckenridge Brewery of Colorado, LLC, et al.

ONEOK, Inc., et al.

Heartland Regional Medical Center, et al. v.

ONEOK, Inc., et al.

J.P. Morgan Trust Company v. ONEOK, In., el

Learjet, Inc., et al. v. ONEOK, Inc., et

Scott Thompson Indemnification Clai

District of Nevada (Judge Pro), Base C
File No. CV-S-03-1431-PMP (PAL)

Wisconsin (Consolidated in to the above

The Williams Companies, Inc.; Willian
Merchant Services Company, Inc.;
Williams Energy Marketing & Trading
(now known as Williams Gas Marketing,
Inc)

The Williams Companies, Inc.; Williams

MDL 1566 matter) Case No. 02:07-CV-1019-Merchant Services Company, Inc.;

PMP -PAL

Wisconsin (Consolidated in to the above

Williams Energy Marketing & Trading
(now known as Williams Gas Marketing,
Inc)

The Williams Companies, Inc.; Williams

MDL 1566 matter) Case No.: CV-S-09-0915-Merchant Services Company, Inc.;

PMP (PAL)

Williams Energy Marketing & Trading
(now known as Williams Gas Marketing,
Inc)

Colorado (Consolidated in to the above M The Williams Companies, Inc.; Willian
1566 matter) Case No. 2:06-CV-01351-PMP-Merchant Services Company, Inc.;

PAL

Williams Energy Marketing & Trading
(now known as Williams Gas Marketing,
Inc)

Missouri (Consolidated in to the above MDL The Williams Companies, Inc.; Williams

1566 matter) Case No. 02:07-CV-00987-
PMP-PAL

Kansas (Consolidated in to the above MDL

1566 matter) Case No. 02:05-CV-01331-
PMP-PAL

Kansas (Consolidated in to the above M
1566 matter) Case No. 02:06-CV

Not yet filed. Demand letter dated 12/28,

Merchant Services Company, Inc.;
Williams Energy Marketing & Trading
(now known as Williams Gas Marketing,
Inc)

The Williams Companies, Inc.; Williams
Merchant Services Company, Inc.;
Williams Energy Marketing & Trading
(now known as Williams Gas Marketing,
Inc)

The Williams Companies, Inc.; Willian
Merchant Services Company, Inc.;
Williams Energy Marketing & Trading
(now known as Williams Gas Marketing,
Inc)

The Williams Companies, Inc.; Willian
Energy Marketing & Trading (now
known as Williams Gas Marketing, In

[Schedule 7.3(e) to Separation and Distributione®gnent]



Exhibit 10.1:
[YEAR] RESTRICTED STOCK AWARD AGREEMENT

THIS RESTRICTED STOCK AWARD AGREEMENT (this “Agreement”), which contains the terms andditions for the Restricted
Stock Award (“Restricted Stock”) referred to in fiveear] Restricted Stock Award Letter deliverechsrd copy or electronically to Participant
(“['Year] Award Letter”), is by and betwedWPX ENERGY, INC., a Delaware corporation (the “Company”) and thevittlial identified on
the last page hereof (the “Participant”).

1. Grant of Restricted StockSubject to the terms and conditions of WPX Enghgy. 2011 Incentive Plan, as amended and restaiadtime

to time (the “Plan”), this Agreement and the [YeAward Letter, the Company hereby grants an awte “Award”) to the Participant of
shares of Restricted Stock effective (the “Effective Date”). The Award gives the Panppiant the right to receive the number

of shares of the Common Stock of the Company egudle number of shares of Restricted Stock showhe prior sentence, subject to

adjustment under the terms of this Agreement. Thhaees are referred to in this Agreement as thar&s.” From and after the Effective Date,

the Participant shall have all rights as a stoattdobf the Company with respect to the Shares.

2. Incorporation of Plan and Acceptance of Documefitie Plan is hereby incorporated herein by refsremd all capitalized terms used
herein which are not defined in this AgreementIdnae the respective meanings set forth in tha.Piae Participant acknowledges that he or
she has received a copy of, or has online accefiset®lan and hereby automatically accepts thériBiesl Stock subject to all the terms and
provisions of the Plan and this Agreement. Thei€ipant hereby further agrees that he or she haswed a copy of, or has online access to,
the prospectus and hereby acknowledges his ortematic acceptance and receipt of such prospettetronically.

3. Board Decisions and Interpretatiorithe Participant hereby agrees to accept as lndonclusive and final all actions, decisions and/
interpretations of the Board, its delegates, onggaipon any questions or other matters arisimguthe Plan or this Agreement.

4. Vesting of Shares

(a) The Award shall not be vested as of the Effecbate and shall be forfeitable unless and uthiéavise vested pursuant to the terms
of this Agreement. Except as otherwise provide8ubparagraph 4(b) below, the Shares shall becostedrand no longer subject to
forfeiture on the date that is after the Effective Date (not including the EffeetiDate) (the “Maturity Date”), but only if the
Participant remains a Non-Management Director ef@ompany through the Maturity Date. For exampléha Effective Date of the
Participant’s award under this Agreement is , 20___, the Maturity Date will be _,20__.

(b) If the Participant dies prior to the Maturityf@ while serving as a Non-Management Directohef@ompany, the Participant shall
vest in all Shares at the time of such de



5. Definitions. As used in this Agreement, the following termalkhave the definitions set forth below.

(a) “Affiliate” means all persons with whom the Cpamy would be considered a single employer undeti®e414(b) of the Code, and
all persons with whom such person would be consitlarsingle employer under Section 414(c) of théeCo

6. Other Provisions

(a) The Participant understands and agrees thatgrag under this Agreement shall not be used fdn the determination of, any other
payment or benefit under any continuing agreenman, policy, practice or arrangement providingtfog making of any payment or the
provision of any benefits to or for the Participanthe Participant’s beneficiaries or represewésti including, without limitation, any
employment agreement, any change of control segerarotection plan or any employee benefit pladedmed in Section 3(3) of
ERISA, including, but not limited to qualified amén-qualified retirement plans.

(b) The Participant agrees and understands that tgreipt of Shares under this Agreement, stodificates (or other indicia of
ownership) issued may be held as collateral forigshe/she owes to Company or any of its Affiliatasluding but not limited to
personal loan(s) or Company credit card debt.

(c) Except as provided in Subparagraph 4(b), irethent that the Participant experiences a separaton service prior to the
Participant’'s becoming vested in the Shares urde&greement, the Award and the Shares subjabigcAgreement shall be
immediately forfeited and returned to the Compaiitheut payment of additional consideration.

(d) Restricted Stock, Shares and the Participamisest in Restricted Stock and Shares may neblik assigned, transferred, pledged or
otherwise disposed of or encumbered at any tim@ prithe Shares becoming vested under this Agreeme

(e) The Participant hereby automatically becomparty to this Agreement whether or not he or steepis the Award electronically or
writing in accordance with procedures of the Bo@slddelegates or agents.

(f) Nothing in this Agreement or the Plan shall fmrupon the Participant the right to continuedove as a director of the Company.

(9) The Participant hereby acknowledges that ngthirthis Agreement shall be construed as requitiegBoard or Committee to allow a
Domestic Relations Order with respect to this Award



7. Notices. All notices to the Company required hereundell $lgain writing and delivered by hand or by maitidressed to WPX Energy, In
One Williams Center, Tulsa, Oklahoma 74172, AtemtHuman Resources Department. Notices shall beadfactive upon their receipt by
the Company if delivered in the foregoing manner direct the sale of any Shares issued under thisénent, the Participant must contact
Fidelity at http://netbenefits.fidelity.com or bgi¢phone at 800-544-9354.

8. Section 83(b) Election for Restricted Stock AsvaFax Consultation Under Section 83(a) of the Code, you will gerlgraé taxed on the
Shares subject to this Award on the date such Sivast and the forfeiture restrictions lapse, basetheir fair market value on such date, at
ordinary income rates. For this purpose, the teforféiture restrictions” means the right of the Guany to receive back any Shares subject to
this Award that have not vested upon a separatmn Service. Under Section 83(b) of the Code, yaty mlect to be taxed on the Shares on the
Effective Date, based upon their fair market valnesuch date, at ordinary income rates, ratherwisn and as the Shares that have not vi
cease to be subject to the forfeiture restrictitingou elect to accelerate the date on which y@utaxed on the Shares under Section 83(b), an
election (an “83(b) Election”) to such effect mbstfiled with the Internal Revenue Service withihdays from the Effective Date.

You understand you will incur tax consequences @salt of acquisition or disposition of the SharBEse foregoing is only a summary of the
federal income tax laws that apply to the Sharekeuthis Agreement and does not purport to be cetapThe actual tax consequences of
receiving or disposing of the Shares are complitated depend, in part, on your specific situatiot may also depend on the resolution of
currently uncertain tax law and other variableswithin the control of the Company. Therefore, yagree to consult with any tax consultants
you think advisable in connection with the acqgigsitof the Shares and acknowledge that you areetghg, and will not rely, on the Compa
for any tax advice.

If you determine to make an 83(b) Election, it @y responsibility to file such an election witletternal Revenue Service within the 30-day
period after the Effective Date, to deliver to thempany a signed copy of the 83(b) Election, arfiléan additional copy of such election
form with your federal income tax return for théecalar year in which the Effective Date occurs.

WPX ENERGY, INC.

By:
Ralph A. Hill
Chief Executive Office

Participant<@Name@>
SSN:<@SSN@>



Exhibit 10.1¢
RESTRICTED STOCK UNIT AGREEMENT

THIS RESTRICTED STOCK UNIT AGREEMENT (this “Agreement”), which contains the terms andditions for the Restricted
Stock Units (“Restricted Stock Units” or “RSUs”feered to in the [Year] Restricted Stock Unit Awdreltter delivered in hard copy or
electronically to Participant (“[Year] Award Lettgris by and betweelVPX ENERGY, INC., a Delaware corporation (the “Company”) and
the individual identified on the last page herabé(“Participant”).

1. Grant of RSUs Subject to the terms and conditions of the WPXrgwp, Inc. 2011 Incentive Plan, as amended andtessfrom time to time
(the “Plan”), this Agreement and the [Year] Awareltter, the Company hereby grants an award (the tdiy¢o the Participant of

RSUs effective (the “Effective Date”). The Award gives the Panpiant the opportunity to earn the right to recehennumber of
shares of the Common Stock of the Company equaktaumber of RSUs shown in the prior sentencgesttn adjustment under the terms of
this Agreement. These shares are referred tosnAbieement as the “Sharesliitil the Participant both becomes vested in thar&hunder tr
terms of Paragraph 4 and is paid such Shares timeléerms of Paragraph 5, the Participant shak mevrights as a stockholder of the
Company with respect to the Shares.

2. Incorporation of Plan and Acceptance of Documethe Plan is hereby incorporated herein by refaxeand all capitalized terms used
herein which are not defined in this AgreementIdnale the respective meanings set forth in tha.Piae Participant acknowledges that he or
she has received a copy of, or has online accefiset®lan and hereby automatically accepts thesRSlUject to all the terms and provisions of
the Plan and this Agreement. The Participant hefeftlier agrees that he or she has received a@y has online access to, the prospectus
and hereby acknowledges his or her automatic aaeegtand receipt of such prospectus electronically.

3. Committee Decisions and Interpretatiod$ie Participant hereby agrees to accept as lgndonclusive and final all actions, decisions
and/or interpretations of the Committee, its delegiaor agents, upon any questions or other matteisg under the Plan or this Agreement.

4. Vesting; Legally Binding Rights

(a) Notwithstanding any other provision of this Agment, a Participant shall not be entitled to@ayment of Shares under this
Agreement unless and until such Participant obtailegally binding right to such Shares and satiséipplicable vesting conditions for
such payment.

(b) Except as otherwise provided in Subparagraptis-44(h) below, the Participant shall vest inGttlares on the date that is

after the Effective Date (not including the EffeetiDate) (the “Maturity Date”), but only if the Riaipant remains an active employee of
the Company or any of its Affiliates through thethity Date. For example, if the Effective DateRdrticipant’s award under this
Agreement i¢ , 20___, the Maturity Date will bt ,20__.




(c) If a Participant dies prior to the Maturity [Ravhile an active employee of the Company or anysohffiliates, the Participant shall
vest in all Shares at the time of such death.

(d) If a Participant becomes Disabled (as defingldws) prior to the Maturity Date while an active gloyee of the Company or any of its
Affiliates, the Participant shall vest all Sharéshe time the Participant becomes Disabled. Fopgees of this Subparagraph 4(d), the
Participant shall be considered Disabled if hehar @) is unable to engage in any substantial gaetivity by reason of any medically
determinable physical or mental impairment which ba expected to result in death or can be expeatiedt for a continuous period of
not less than twelve (12) months, or (B) is, bysoeaof any medically determinable physical or meint@airment which can be expected
to result in death or can be expected to last fwrdginuous period of not less than twelve (12) thenreceiving income replacement
benefits for a period of not less than three (3hthe under an accident and health plan coverindaregs of the Participant’s employer.
Notwithstanding the forgoing, all determinationsadfether a Participant is Disabled shall be madecgordance with Section 409A of
the Internal Revenue Code of 1986, as amended@bde”) and the guidance thereunder.

(e) If the Participant qualifies for Retirement ¢(&fined in (i) below) with the Company or any tf Affiliates prior to the Maturity Date
due to such Retirement, at the time of such Pp#itis ceasing being an active employee the Paatitishall vest in a pro rata number of
the Shares as determined in accordance with thip&8agraph 4(e). The pro rata number referred doeabhall be determined by
multiplying the number of Shares subject to the AMay a fraction, the numerator of which is the tnemof full and partial months in t
period that begins the month following the montht ttontains the Effective Date and ends on (anddes) the date of the Participant’s
ceasing being an active employee of the Companytarfiliates, and the denominator of which igttotal number of full and partial
months in the period that begins the month follaytine month that contains the Effective Date ardbem (and includes) the Maturity
Date.

(i) For purposes of this Subparagraph 4(e), a &patit “qualifies for Retirement” only if such Piaipant experiences a Separation
from Service (as defined in (ii) below) after atiag age fifty-five (55) and completing at leaste (3) years of service with the
Company or any of its Affiliates.

(ii) As used in this Agreement, “Separation fromm&ee” means a Participant’s termination or deensethination from
employment with the Company and its Affiliates. Pporposes of determining whether a Separation f8envice has occurred, the
employment relationship is treated as continuingdhwhile the Participant is on military leavegksieave or other bona fide leave
of absence if the period of such leave does natexksix (6) months, or if longer, so long as thei€ipant retains a right to
reemployment with his or her employer under aniapple statute or by contract. For this purpodease of absence constitutes
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a bona fide leave of absence only if there is ageable expectation that the Participant will netiar perform services for his or her
employer. If the period of leave exceeds six (6nthe and the Participant does not retain a righté¢émployment under an
applicable statute or by contract, the employmelattionship will be deemed to terminate on the fileste immediately following
such six (6) month period. Notwithstanding the {miag, if a leave of absence is due to any medicterminable physical or
mental impairment that can be expected to reswdeath or can be expected to last for a continpetsd of not less than six

(6) months, and such impairment causes the Patitip be unable to perform the duties of the Eipdint’s position of
employment or any substantially similar positioreaiployment, a twenty-nine (29) month period ofesilze shall be substituted for
such six (6) month period. For purposes of thise®gnent, a Separation from Service occurs at theeatadf which the facts and
circumstances indicate either that, after such: dAdethe Participant and the Company reasonabligipate the Participant will
perform no further services for the Company andifdiates (whether as an employee or an indepandentractor or (B) that the
level of bona fide services the Participant wilifpem for the Company and its Affiliates (whetharan employee or independent
contractor) will permanently decrease to no moamttwenty (20%) of the average level of bona fielvises performed over the
immediately preceding thirty-six (36) month periad if the Participant has been providing servitethe Company and its
Affiliates for less than thirty-six (36) months gtifull period over which the Participant has reedeservices, whether as an
employee or independent contractor. The deternainatf whether a Separation from Service has ocdwghall be governed by the
provisions of Treasury Regulation 8 1.409A-1, agaded, taking into account the objective facts @mmimstances with respect to
the level of bona fide services performed by thei€ipant after a certain date.

(i) As used in this Agreement, “Affiliate” mearadl persons with whom the Company would be consider single employer under
Section 414(b) of the Code, and all persons witbmwlisuch person would be considered a single employder Section 414(c) of
the Code.

(f) If the Participant experiences a Separatiomf@ervice prior to the Maturity Date within two yedollowing a Change in Control
either voluntarily for Good Reason or involuntarither than due to Cause), the Participant slegl in all of the Shares upon such
Separation from Service.

(g9) If the Participant experiences an involuntagp&ation from Service prior to the Maturity Dateldhe Participant either receives
benefits under a severance pay plan or programtaia@u by the Company or receives benefits undeparation agreement with the
Company, the Participant shall vest in all Shagnusuch Separation from Service.

(h) If the Participant experiences an involuntagp&ation from Service prior to the Maturity Dateedo a sale of a business or the
outsourcing of any portion of a business,



the Participant shall vest in all Shares upon steharation from Service, but only if the Companymy of its Affiliates failed to make :
offer of comparable employment, as defined by &ssnce pay plan or program maintained by the Cognfarthe Participant. For
purposes of this Subparagraph 4(h), a Terminatigkffdiation shall constitute an involuntary Sedion from Service.

5. Payment of Shares

(a) The payment date for all Shares in which ai€lpant becomes vested pursuant to Subparagraptaédflye shall be the thirtieth (30
th) day following the Maturity Date.

(b) The payment date for all Shares in which ai€lpeint becomes vested pursuant to Subparagrapadgee shall be the sixtieth (60
th) day following such death.

(c) The payment date for all shares in which ai€lpeint becomes vested pursuant to Subparagraplad@de shall be the thirtieth (30
th) day after the Participant becomes Disabled.

(d) The payment date for all Shares in which thei€@pant becomes vested pursuant to Subparageehs4(f), 4(g) and 4(h) above st
be the thirtieth (3@ ) day following such Partiaiga Separation from Servicprovidedthat if the Participant was a “key employee”
within the meaning of Section 409A(a)(B)(i) of tBede immediately prior to his or her Separatiomfi®ervice, and such Participant
vested in such Shares under Subparagraph 4(d), @&¥) or 4(h) above, payment shall not be mammer than six (6) months following
the date such Participant experienced a SeparationService. For purposes of this Subparagraph Hdy employee” means an
employee designated on an annual basis by the Gongsaof December 31 (the “Key Employee Designabate”) as an employee
meeting the requirements of Section 416(i) of Catilezing the definition of compensation under Tsasy Regulation § 1.415(c)-2(d)(2).
A Participant designated as a “key employee” dhala “key employee” for the entire twelve (12) nfopériod beginning on April 1
following the Key Employee Designation Date.

(e) Upon conversion of RSUs into Shares underAbigement, such RSUs shall be cancelled Sharebdicame payable under this
Agreement will be paid by the Company by the deiive the Participant, or the Participabeneficiary or legal representative, of on
more certificates (or other indicia of ownershippresenting shares of Common Stock equal in nutoliee number of Shares otherwise
payable under this Agreement less the number afeSHeaving a Fair Market Value, as of the datentitlieholding tax obligation arises,
equal to the minimum statutory withholding requigts. Notwithstanding the foregoing, to the exparmitted by Section 409A of the
Code and the guidance issued by the Internal RevBeuvice thereunder, if federal employment taxe®ime due upon the Participant’s
becoming entitled to payment of Shares, the nurab8hares necessary to cover minimum statutoryheitting requirements may, in t
discretion of the Company, be used to satisfy saghirements upon such entitlement.
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6. Other Provisions

(a) The Participant understands and agrees thatgrag under this Agreement shall not be used fdn the determination of, any other
payment or benefit under any continuing agreenman, policy, practice or arrangement providingtfog making of any payment or the
provision of any benefits to or for the Participanthe Participant’s beneficiaries or represemésti including, without limitation, any
employment agreement, any change of control segenarotection plan or any employee benefit pladedged in Section 3(3) of
ERISA, including, but not limited to qualified amén-qualified retirement plans.

(b) The Participant agrees and understands thajecito the limit expressed in clause (iii) of fe#owing sentence, upon payment of
Shares under this Agreement, stock certificatestfwer indicia of ownership) issued may be heldakteral for monies he/she owes to
Company or any of its Affiliates, including but rlohited to personal loan(s), Company credit cagtitdrelocation repayment obligations
or benefits from any plan that provides for predpailucational assistance. In addition, the Compaay accelerate the time or schedule
of a payment of vested Shares, and/or deduct froipayment of Shares to the Participant underAgigement, or to his or her
beneficiaries in the case of the Participant’s ldettiat number of Shares having a Fair Market Valute date of such deduction to the
amount of such debt as satisfaction of any such getvidedthat (i) such debt is incurred in the ordinary csuof the employment
relationship between the Company or any of itsliatiés and the Participant, (ii) the aggregate amhofiany such debt-related collateral
held or deduction made in any taxable year of then@any with respect to the Participant does noeed 5,000, and (iii) the deduction
of Shares is made at the same time and in the aamant as the debt otherwise would have been dilie@lected from the Participant.

(c) Except as provided in Subparagraphs 4(c) thral{h) above, in the event that the Participaneerpces a Separation from Service
prior to the Participant’s becoming vested in ther®s under this Agreement, RSUs subject to threémgent and any right to Shares
issuable hereunder shall be forfeited.

(d) The Participant acknowledges that this Award similar awards are made on a selective basisendherefore, to be kept
confidential.

(e) RSUs, Shares and the Participsumterest in RSUs and Shares may not be soldyrees$i transferred, pledged or otherwise dispos
or encumbered at any time prior to both (i) thetiBigant’'s becoming vested in such Shares angéyment of such Shares under this
Agreement.

(f) If the Participant at any time forfeits anyall of the RSUs pursuant to this Agreement, thei¢tpant agrees that all of the
Participant’s rights to and interest in such RShid ia Shares issuable hereunder shall terminate fguéeiture without payment of
consideration.

(g) The Committee shall determine whether an eliaatoccurred resulting in the forfeiture of the8bain accordance with this
Agreement, and all determinations of the Commistes| be final and conclusive.
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(h) With respect to the right to receive paymenthef Shares under this Agreement, nothing contdieegin shall give the Participant &
rights that are greater than those of a generditoreof the Company.

(i) The obligations of the Company under this Agneat are unfunded and unsecured. Each Participatitteve the status of a general
creditor of the Company with respect to amounts dwmny, under this Agreement.

(i) The parties to this Agreement intend that thisgeement meet the applicable requirements of Ged09A of the Code and recognize
that it may be necessary to modify this Agreemeudiar the Plan to reflect guidance under Sectid®4of the Code issued by the
Internal Revenue Service. Participant agrees llea€Committee shall have sole discretion in deteimgii) whether any such
modification is desirable or appropriate and (g terms of any such modification.

(k) The Participant hereby automatically becompardy to this Agreement whether or not he or sloejpis the Award electronically or
writing in accordance with procedures of the Coneeitits delegates or agents.

() Nothing in this Agreement or the Plan shalkiriére with or limit in any way the right of the @pany or an Affiliate to terminate the
Participants employment or service at any time, nor confemupe Participant the right to continue in the esypdf the Company and/
Affiliate.

(m) The Participant hereby acknowledges that ngthirthis Agreement shall be construed as requitiegCommittee to allow a
Domestic Relations Order with respect to this Award

7. Notices. All notices to the Company required hereundell &lgain writing and delivered by hand or by maitidressed to WPX Energy, In
One Williams Center, Tulsa, Oklahoma 74172, AtemtiStock Administration Department. Notices shaltome effective upon their receipt
by the Company if delivered in the foregoing manfier direct the sale of any Shares issued undgrthieement, contact Fidelity at
http://netbenefits.fidelity.com or by telephone880-544-9354.

8. Tax Consultation You understand you will incur tax consequenceas asult of acquisition or disposition of the SfsarYou agree to cons
with any tax consultants you think advisable inrection with the acquisition of the Shares and asitedge that you are not relying, and will
not rely, on the Company for any tax advice.



WPX ENERGY, INC.

By:

Ralph A. Hill
Chief Executive Office

Participant<@Name
SSN:<@SSN @>



Date=Grant Date
TO: <@Name@>
FROM:
SUBJECT: [Year] Restricted Stock Unit Award

You have been selected to receive a restricted stoic award. This award, which is subject to atijuent under the [Year] Restricted Stock
Unit Agreement (the “Agreement”), is granted to youecognition of your role as a key employee véhmsponsibilities and performance are
critical to the attainment of long-term goals. Thigard and similar awards are made on a selecéisis land are, therefore, to be kept
confidential. It is granted and subject to the teiand conditions of the WPX Energy, Inc. 2011 ItisenPlan, as amended and restated from
time to time, and the Agreement.

Subject to all of the terms of the Agreement, ydllilvecome entitled to payment of this award if yame an active employee of the Company
years after the date on which this award is made.

If you have any questions about this award, you owatact a dedicated Fidelity Stock Plan Represigntat 1-800-544-9354.
8



Exhibit 10.1!
PERFORMANCE -BASED RESTRICTED STOCK UNIT AGREEMENT

THIS [Year] PERFORMANCE-BASED RESTRICTED STOCK UNIT AGREEMENT (this “Agreement”)which contains the tern
and conditions for the Restricted Stock Units (“Reted Stock Units” or “RSUs”) referred to in théear] Performanc&ased Restricted Sto
Unit Award Letter delivered in hard copy or electigally to Participant (“[Year] Award Letter”), isy and betweeWVPX ENERGY, INC., a
Delaware corporation (the “Company”), and the indiinal identified on the last page hereof (the “Rgrant”).

1. Grant of RSUs Subject to the terms and conditions of the WPXrgwp, Inc. 2011 Incentive Plan, as amended andtessfrom time to time
(the “Plan”), this Agreement, and the [Year] Awamtter, the Company hereby grants to the Parti¢iparaward (the “Award) of

RSUs effective (the “Effective Date”). The Award, which is subjeotadjustment under the terms of this Agreemeamesgthe
Participant the opportunity to earn the right toeige the number of shares of the Common Stockedftompany equal to the number of RSUs
shown in the prior sentence if the Target goakstablished by the Committee, is achieved by thagamy over the Performance Period. Tt
shares, together with any other shares that abp@ynder this Agreement, are referred to in theeBment as “Shares.” Until the Participant
both becomes vested in the Shares under the tdrReragraph 5 and is paid such Shares under ties t&ff Paragraph 6, the Participant shall
have no rights as a stockholder of the Company re#pect to the Shares.

2. Incorporation of Plan and Acceptance of Documethe Plan is hereby incorporated herein by refexeand all capitalized terms used
herein which are not defined in this AgreementIdii@le the meaning set forth in the Plan. The Eipetint acknowledges that he or she has
received a copy of, or has online access to, the,Rind hereby automatically accepts the RSUs cuojall the terms and provisions of the
Plan and this Agreement. The Participant herebthéuragrees that he or she has received a copy bés online access to, the prospectus and
hereby acknowledges his or her automatic acceptamteeceipt of such prospectus electronically.

3. Committee Decisions and Interpretations; Congmifdiscretion The Participant hereby agrees to accept as lgndonclusive and final all
actions, decisions and/or interpretations of then@idttee, its delegates, or agents, upon any questioother matters arising under the Plan or
this Agreement.

4. Performance Measures; Number of Shares Payalie tParticipant

(a) Performance measures established by the Coeensitiall be based on targeted levels of both afesahd relative Total Shareholder
Return. The Committee establishes (i) “Threshdf@idrget” and “Stretch” goals for Total Shareholdaturn (both for absolute and
relative Total Shareholder Return) during the Renmce Period and (ii) the designated numbers afeshthat may be received by a
Participant based upon the achievement of eachgaadhduring the Performance Period, all as moltg élescribed in Subparagraphs 4
(b) through 4(c) below. The number of Shares thay tve received by the Participant if the Target goeeached is equal to the number
of RSUs set forth in Paragraph 1 abc



(b) The RSUs awarded to Participant and subjetttisoAgreement as reflected in Paragraph 1 abguesents Participant’s opportunity
to earn the right to payment of an equal numbetadres (“Target Number of Shares”) upon (i) cexdifion by the Committee that 100%
of the Target goal for Total Shareholder Returntiier Performance Period has been met and (iiffaettisn of all the other conditions set
forth in Paragraph 5 below.

(c) Subject to the Committee’s discretion as sehfm Subparagraph 4(d) below and to satisfaabioall other conditions set forth in
Paragraph 5 below, the actual number of Sharegeédmyand payable to Participant upon certificatibfotal Shareholder Return rest
and satisfaction of all other conditions set farttParagraph 5 below will be determined on a cantin ranging from 0% (at the
Threshold goal) to 200% (at the Stretch goal) efTlarget Number of Shares depending on the levEbtal Shareholder Return certified
by the Committee at the end of the PerformanceoBeri

(d) Notwithstanding (i) any other provision of tiigreement or the Plan or (ii) certification by tBemmittee that targets for Total
Shareholder Return above the Threshold goal hase &ehieved during the Performance Period, the dtieenmay in its sole and
absolute discretion reduce, but not below zerotf@ number of Shares payable to the Participasedan such factors as it deems
appropriate, including but not limited to the Comypa performance. Accordingly, any reference irstAgreement to Shares that

(i) become payabile, (ii) may be received by a Bigdit or (iii) are earned by a Participant, ang similar reference, shall be understood
to mean the number of Shares that are receiveadppagr earned after any such reduction is made.

5. Vesting; Legally Binding Rights

(a) Notwithstanding any other provision of this Agment, a Participant shall not be entitled toayment of Shares under this
Agreement unless and until such Participant obtaitegally binding right to such Shares and satiséipplicable vesting conditions for
such payment.

(b) Except as otherwise provided in Subparagraftis-55(g) below and subject to the provisions abisaragraph 4(d) above, the
Participant shall vest in Shares under this Agregranly if and at the time that both of the follmgiconditions are fully satisfied:

(i) The Participant remains an active employeénef@ompany or any of its Affiliates on ] of the
the year that contains the Effective Date (the ‘IMisy Date”); and

(i) The Committee certifies that the Company ha firotal Shareholder Return targets above the fiblégoal as defined by the
Committee for the -year performance period beginning , 20__ (the “Performance Period”). Certification,
if any, by the Committee for the Performance Pesbdll be made by the Maturity Date or as sooretiféer as is administratively
practicable

year following




(c) If a Participant dies, becomes Disabled (agddfbelow) or qualifies for Retirement (as defitediow) prior to the Maturity Date
while an active employee of the Company or anyAffiliates, at but not prior to the Maturity Bmtand only to the extent and at the
time that the Committee certifies that the perfanoemeasures for the Performance Period are sdtisfider Subparagraph 5(b)(ii)
above, upon such certification, the Participantistest in that number of Shares the Participarghthbtherwise have received for the
Performance Period in accordance with Paragrafdodeapro rated to reflect that portion of the Perfance Period prior to such
Participant’s ceasing being an active employed®Gompany and its Affiliates. The pro rata numdfe8hares in which the Participant
may become vested in such case shall equal thaberdetermined by multiplying (i) the number of &sathe Participant might
otherwise have received for the Performance Péni@dcordance with Paragraph 4 above tifiigs fraction, the numerator of which is
the number of full and partial months in the perilodt begins the month following the month thatteors the Effective Date and ends on
(and includes) the date of the Participant ceasgglan active employee of the Company and itdiaféis, and the denominator of which
is the total number of full and partial monthstie period that begins the month following the mahtit contains the Effective Date and
ends on (and includes) the Maturity Date.

(d) As used in this Agreement, the terms “Disabilegijalify for Retirement”, “Separation from Seré@tand “Affiliate” shall have the
following respective meanings:

(i) A Participant shall be considered Disableduifls Participant (A) is unable to engage in any sl gainful activity by reason
of any medically determinable physical or mentgb&inment which can be expected to result in deattan be expected to last fc
continuous period of not less than twelve (12) rhenbr (B) is, by reason of any medically deterrbiaghysical or mental
impairment which can be expected to result in deattan be expected to last for a continuous periatbt less than twelve

(12) months, receiving income replacement bengdita period of not less than three (3) months vadeaccident and health plan
covering employees of the Participant’s employetvithstanding the forgoing, all determinationsadfether a Participant is
Disabled shall be made in accordance with Sectd®Af the Internal Revenue Code of 1986, as ant(ithe “Code”), and
guidance thereunder.

(i) A Participant “qualifies for Retirement” oni§ such Participant experiences a Separation fremiSe (as defined in (iii) below)
after attaining age fifty-five (55) and completiagleast three (3) years of service with the Compparany of its Affiliates.

(iii) “Separation from Service” means a Participaneérmination or deemed termination from employineith the Company and its
Affiliates (as defined in (iv) below). For purposafsdetermining whether a Separation from Servige dccurred, the employment
relationship is treated as continuing intact wktie Participant is on military leave, sick leaveotiter bona fide leave of absence if
the period of such leave does not exceed six (B)tinso or if longer, so long



the Participant retains a right to reemploymenhvits or her employer under an applicable statuteya@ontract. For this purpose
leave of absence constitutes a bona fide leavbes#race only if there is a reasonable expectatiatthie Participant will return to
perform services for his or her employer. If theige: of leave exceeds six (6) months and the Rpatit does not retain a right to
reemployment under an applicable statute or byraoptthe employment relationship will be deemetetaninate on the first date
immediately following such six (6) month period. tMithstanding the foregoing, if a leave of abseiscdue to any medically
determinable physical or mental impairment thatloarexpected to result in death or can be expéotiest for a continuous period
of not less than six (6) months, and such impaitreanses the Participant to be unable to perfoerdthies of the Participant’s
position of employment or any substantially simpasition of employment, a twenty-nine (29) monghnipd of absence shall be
substituted for such six (6) month period. For pses of this Agreement, a Separation from Servicers at the date as of which
the facts and circumstances indicate either tlfi@; such date: (A) the Participant and the Compaagonably anticipate the
Participant will perform no further services foet@ompany and its Affiliates (whether as an empoyean independent contractor
or (B) that the level of bona fide services thetiegrant will perform for the Company and its Aféites (whether as an employee or
independent contractor) will permanently decreasstmore than twenty (20%) of the average levdlasfa fide services
performed over the immediately preceding thirty{88) month period or, if the Participant has bpesviding services to the
Company and its Affiliates for less than thirty-§86) months, the full period over which the Paptnt has rendered services,
whether as an employee or independent contracher détermination of whether a Separation from $erkias occurred shall be
governed by the provisions of Treasury Regulatidnd®9A-1, as amended, taking into account theabibe facts and
circumstances with respect to the level of bona §idrvices performed by the Participant after tacedate.

(iv) As used in this Agreement, “Affiliate” meanB persons with whom the Company would be considersingle employer under
Section 414(b) of the Code, and all persons witbmwlisuch person would be considered a single employser Section 414(c) of
the Code.

(e) If a Participant experiences a Separation f&@rvice prior to the Maturity Date within two yedoflowing a Change in Control
either voluntarily for Good Reason or involuntaribther than due to Cause), the Participant skesll in that number Shares equal to the
number of Shares that might otherwise be receiyetthd Participant upon achievement of the Target.go

(f) If the Participant experiences an involuntagp8&ration from Service prior to the Maturity Dateldhe Participant either receives
benefits under a severance pay plan or programtaiaéd by the Company or receives benefits undeparation agreement with the
Company, at but not prior to the Maturity Date amdly to the extent the Committee certifies thatpeeformance measures for the
Performance Period are satisfied under Subparad@y(ii) above, the Participant shall, on the dafteuch



certification, become vested in that number of 8kdine Participant might otherwise have receivedhi® Performance Period in
accordance with Paragraph 4 above pro rated tectefiat portion of the Performance Period pridtht® Participant’s ceasing being an
active employee of the Company and its Affiliaf€se pro rata number of Shares which may be payaliarticipant on but not prior to
the Maturity Date in such case shall equal thatlmemdetermined by multiplying (i) the number of &wathe Participant might otherwise
have received for the Performance Period in acomelavith Paragraph 4 above tim@sa fraction, the numerator of which is the nienb
of full and partial months in the period that beggihe month following the month that includes tlie&tive Date and ends on (and
includes) the date the Participant ceases beirsgtive employee of the Company and its Affiliatasd the denominator of which is the
number of full and partial months in the periodttbagins the month following the month that congaime Effective Date and ends on
(and includes) the Maturity Date.

(9) If (i) the Participant experiences an involugt&eparation from Service prior to the Maturityt®due to a sale of a business or the
outsourcing of any portion of a business, andlig) Company or any of its Affiliates fails to madee offer of comparable employment, as
defined a severance plan or program maintainethiéy¥_ompany, to the Participant, then at the tintetarthe extent the Committee
certifies that the performance measures for théoBeance Period are satisfied under Subparagrdpfiip@bove, upon such
certification, the Participant shall become vestethat number of Shares the Participant mightwtise have received for the
Performance Period in accordance with Paragragiodeapro rated to reflect that portion of the Perfance Period prior to the
Participant’s ceasing being an active employed®Gompany and its Affiliates. The pro rata nunmdfe8hares in which the Participant
may become vested on, but not prior to, the Matibate in such case shall equal that number ofeShdetermined by multiplying (i) the
number of Shares the Participant might otherwise aceived for the Performance Period in accorelavith Paragraph 4 above times
(i) a fraction, the numerator of which is the nwemlof full and partial months in the period thagims the month following the month that
contains the Effective Date and ends on (and ireduthe date the Participant ceases being an astipboyee of the Company and its
Affiliates, and the denominator of which is theafatumber of full and partial months in the pertbdt begins the month following the
month that contains the Effective Date and end&ad includes) the Maturity Date.

For purposes of this Subparagraph 5(g), a Ternuinatf Affiliation shall constitute an involuntaryefBaration from Service.

6. Payment of Shares

(@) (i) The payment date for all Shares in whidPaaticipant becomes vested pursuant to Subparagaplabove shall be the thirtieth
(30t) day after such Participant’s Separation f@envice providedthat if the Participant was a “key employee” witltiire
meaning of Section 409A(a)(B)(i) of the Code imnagelly prior to his or her Separation from Servjg@yment shall not be made
sooner than six (6) months following the date afts8eparation from Servic

(i) For purposes of this Subparagraph 6“key employe” means an employe



designated on an annual basis by the CompanyBsadmber 31 (the “Key Employee Designation Date"aa employee meeting
the requirements of Section 416(i) of Code utiligthe definition of compensation under TreasuryReggpn 8 1.415(c)-2(d)(2). A
Participant designated as a “key employee” shadl leey employee” for the entire twelve (12) moptriod beginning on April 1
following the Key Employee Designation Date.

(b) The payment date for all Shares in which thei€lpant becomes vested pursuant to Paragraplogeabther than Subparagraph 5(e)
(as to which the payment date is determined inraecwe with Subparagraph 6(a) above), shall bedtendar year containing the
Maturity Date.

(c) Upon conversion of RSUs into Shares underAlgieement, such RSUs shall be cancelled. Sharebd¢lsame payable under this
Agreement will be paid by the Company by the deljive the Participant, or the Participant’s beriafig or legal representative, one or
more certificates (or other indicia of ownershigpresenting Shares of Common Stock equal in nuipkiee number of Shares otherwise
payable under this Agreement less the number afeShHaving a Fair Market Value, as of the datentiteholding tax obligation arises,
equal to the minimum statutory withholding requiestts. Notwithstanding the foregoing, to the exf@rmitted by Section 409A of the
Code and the guidance thereunder, if federal empéoy taxes become due upon the Particigamgcoming entitled to payment of She
the number of Shares necessary to cover minimututgtg withholding requirements may, in the Compargiscretion, be used to sati
such requirements upon such entitlement.

7. Other Provisions

(a) The Participant understands and agrees thatgrag under this Agreement shall not be used fdn the determination of, any other
payment or benefit under any continuing agreenman, policy, practice or arrangement providingtfog making of any payment or the
provision of any benefits to or for the Participanthe Participant’s beneficiaries or represemésti including, without limitation, any
employment agreement, any change of control segenarotection plan or any employee benefit pladedged in Section 3(3) of
ERISA, including, but not limited to qualified amén-qualified retirement plans.

(b) The Participant agrees and understands thagigcto the limit expressed in clause (iii) of fefowing sentence, stock certificates (or
other indicia of ownership) issued may be helddsizral for monies he/she owes to Company ordadnts Affiliates, including but not
limited to personal loan(s), Company credit cardtdeelocation repayment obligations or benefiggrfrany plan that provides for ppaic
educational assistance. In addition, the Companyaweelerate the time or schedule of a paymenested Shares, and/or deduct from
any payment of Shares to the Participant undergisement, or to his or her beneficiaries in thsecof the Participant’s death, that
number of Shares having a Fair Market Value attite of such deduction to the amount of such debatsfaction of any such debt,
providedthat (i) such debt is incurred in the ordinary ceuof the employment relationship between the Compaany of its Affiliates
and the Participant, (ii) the aggregate amounngfsuch del-related



collateral held or deduction made in any taxabler yé the Company with respect to the Participa@sdnot exceed $5,000, and (iii) the
deduction of Shares is made at the same time atth@ isame amount as the debt otherwise would hese tlue and collected from the
Participant.

(c) Except as provided in Subparagraphs 5(c) tHrdi(g) above, in the event that the Participantipleyment with the Company or any
of its Affiliates terminates prior to the Maturiate, RSUs subject to this Agreement and any tigihares issuable hereunder shall be
forfeited.

(d) The Participant acknowledges that this Award similar awards are made on a selective basisendherefore, to be kept
confidential.

(e) RSUs, Shares, and Participant’s interest in R&tdl Shares, may not be sold, assigned, trandfeteziged or otherwise disposed of
or encumbered at any time prior to both (i) thetiBigant's becoming vested in Shares and (ii) paynoé Shares under this Agreement.

(f) If the Participant at any time forfeits anyal of the RSUs pursuant to this Agreement, thei¢pant agrees that all of the
Participant’s rights to and interest in such RShid ia Shares issuable thereunder shall terminata fgrfeiture without payment of
consideration.

(9) The Committee shall determine whether an eliaatoccurred resulting in the forfeiture of the RZldd any Shares issuable
thereunder in accordance with this Agreement ahdetérminations of the Committee shall be finad @onclusive.

(h) With respect to the right to receive paymen$béres under this Agreement, nothing containeeimeshall give the Participant any
rights that are greater than those of a generditoreof the Company.

(i) The obligations of the Company under this Agneat are unfunded and unsecured. Each Participalittave the status of a general
creditor of the Company with respect to amounts dwy, under this Agreement.

() The parties to this Agreement intend that thigeement meet the requirements of Section 409hefCode and recognize that it may
be necessary to modify this Agreement and/or tha Rl reflect guidance under Section 409A of thdeCissued by the Internal Revenue
Service. Participant agrees that the Committed bhak sole discretion in determining (i) whethey auch modification is desirable or
appropriate and (ii) the terms of any such modifiora

(k) The Participant hereby automatically becomeardy to this Agreement whether or not he or sloejpis the Award electronically or
writing in accordance with procedures of the Coneeitits delegates or agents.

() Nothing in this Agreement or the Plan shalkirfiere with or limit in any way the right of the @pany or an Affiliate to terminate the
Participants employment or service at any time, nor confemuppe Participant the right to continue in the esyf the Company and/
Affiliate.



(m) The Participant hereby acknowledges that ngthrthis Agreement shall be construed as requitiegCommittee to allow a
Domestic Relations Order with respect to this Award

8. Natices. All notices to the Company required hereundet &gain writing and delivered by hand or by maitidressed to WPX Energy, In
One Williams Center, Tulsa, Oklahoma 74172, AtmmtiStock Administration Department. Notices shaltome effective upon their receipt
by the Company if delivered in the foregoing manfier direct the sale of any Shares issued undgthieement, contact Fidelity at
http://netbenefits.fidelity.com or by telephone3@0-544-9354.

9. Tax Consultation You understand you will incur tax consequenceas asult of acquisition or disposition of the SfsarYou agree to cons
with any tax consultants you think advisable inmaction with the acquisition of the Shares and aeltedge that you are not relying, and will
not rely, on the Company for any tax advice.

WPX ENERGY, INC.

By:
Ralph A. Hill
Chief Executive Office

Participant<@Name
SSN:<@SSN @>



Date=Grant Date
TO: <@Name@>

FROM:
SUBJECT: [Year] Performance-Based Restricted Stock Unit Advar

You have been selected to receive a performanasdlyastricted stock unit award to be paid if thenpany exceeds the Threshold goal for
Total Shareholder Return, as established by thenltiee, over the Performance Period. This awardghvis subject to adjustment under the
[Year] Performance-Based Restricted Stock Unit &grent (the “Agreement”), is granted to you in redtign of your role as a key employee
whose responsibilities and performance are critiwéihe attainment of long-term goals. This award similar awards are made on a selective
basis and are, therefore, to be kept confidertiad.granted and subject to the terms and conditiof the WPX Energy, Inc. 2011 Incentive
Plan, as amended and restated from time to tintetr@nAgreement.

Subject to all of the terms of the Agreement, ydllilvecome entitled to payment of the award if yare an active employee of the Company on
[ ] of the year following the year in which this award is maaed performance measures are certified for the -year
period beginning January 1 of the year in whick tward is made to you. The termination provisassociated with this award are include:
the Agreement.

If you have any guestions about this award, you otayact a dedicated Fidelity Stock Plan Represigntat 1-800-544-9354.



Exhibit 10.1¢

Name:<@Name@>
SSN:<@SSN@>

WPX ENERGY, INC.
2011 INCENTIVE PLAN
NONQUALIFIED STOCK OPTION AGREEMENT

This Nonqualified Stock Option Agreement (“Optiogrement”) contains the terms of the Option (agddfbelow) granted to you in this
Option Agreement. Certain other terms of the Opéiondefined in the Plan (as defined below).

1. Stock OptionsSubject to the terms of the WPX Energy, Inc. 20idehtive Plan or any successor plan, includingsampplements or
amendments and restatements to it (the “Plan”),haxe been granted the right (“Option”) to purchizem the Company shares of

the Company’s Common Stock, par value $0.01 paedfiae “Shares”) effective (the “Effective Date”). Your Option is
exercisable in whole or in part at the exercisegdf (the “Option Price”), the closing stock price on , and has an
expiration date of . The Option will vest in increments each year for years on the anniversary date of the

Effective Date beginning the year following the &ffive Date and is exercisable at such times andglauch periods as are set forth in this
Option Agreement and the Plan.

2. Incorporation of Plan and Acceptance of Documefihe Plan applies as though it were included i @ption Agreement. Any
capitalized word has a special meaning, which @fobnd either in the Plan or in this Option Agresm You agree to accept as binding,
conclusive and final all decisions and interpretagi of the Committee upon any questions arisinguttte Plan or this Option Agreement. You
acknowledge that you have received a copy of, e lzaline access to, the Plan and hereby autorfigtézzept the Option subject to all the
terms and provisions of the Plan and this Optione&gent. You further acknowledge and agree thahyoe received a copy of, or that you
have online access to, the prospectus and youyhackmowledge your automatic acceptance and reoéfich prospectus electronically.

3. Exercise Except as otherwise provided in this Option Agreat, you may exercise vested Options, in whole part, by delivering a
notice of exercise to the Plandesignated broker, showing the number of Sharestich the Option is being exercised, and pravgdbaymer
in full for the Option Price. To give notice of egese of an Option and receive instructions on paryhof the Option Price, contact Fidelity at
http://netbenefits.fidelity.com or by telephone380-544-9354. If you have not signed and delivénésiOption Agreement prior to submitting
a notification of such election, submission of yaotification of election shall constitute your agment with the terms and conditions of this
Option Agreement. Notwithstanding the precedingesgee, the Company reserves the right to requive signature to this Option Agreement
prior to accepting a notification of election toeesise this Option in whole or in part.

4. Payment You must pay the Option Price in full by any aremore of the following methods, subject to appiaf the Committee in
its sole discretion, (i) subject to applicable lamnvcash through the sale of the Shares acquirezkercise of the Option through a broker-dealer
to whom you have submitted an irrevocable noticexgircise and irrevocable instructions to delivengptly to the Company the amount of
sale or loan proceeds sufficient to pay the Opfldne; (i) in cash, by personal check or wire sfam; (i) in Shares valued at their Fair Market
Value on the date of exercise; (iv) withholdingSifares otherwise deliverable upon exercise valugtea Fair Market Value on the date of
exercise; or (v) in any combination of the abovetmds. Certificates for any Shares used to payiht#on Price must be attested to in writing
to the Company or delivered to the Company in riagte form, duly endorsed in blank or with sepasitek powers attached, and must be
free and clear of all liens, encumbrances, claintsany other charges thereon of any k



5. Tax Withholding Whenever any Options are exercised under thestefrthis Option Agreement, the Company will nolivaer your
Shares unless you remit or, in appropriate caggeedo remit when due the minimum amount necegsasatisfy all of the Companyfederal
state and local withholding tax requirements ra@to your Option or the Shares. The Committee regyire you to satisfy these minimum
withholding tax obligations by any (or a combinaji@f the following means as determined by the Cdattemin its sole discretion: (i) a cash
payment; (ii) withholding from compensation othesepayable to you; (iii) authorizing the Companwithhold from the Shares otherwise
deliverable to you as a result of the exercisenoDation, a number of Shares having a Fair Markati¥, as of the date the withholding tax
obligation arises, less than or equal to the amofitite withholding obligation; or (iv) delivering the Company unencumbered Mature Shares
having a Fair Market Value, as of the date the dttling tax obligation arises, less than or eqodhe amount of the withholding obligation.

6. Rights in the Event of Termination of Service

(a) Rights in the Event of Termination of Servidéyour service with the Company and its Affikatis terminated for any reason other than
death, retirement, Disability or for Cause as dadibelow, the Option, to the extent vested on #te df your termination, will remain
exercisable for six months from the date of suchiteation (but may not be exercised later thanlakeday of the original Option Term).

(b) Rights in the Event of Deathf you die while in the service of the Companylais Affiliates, your Option will immediately vesind the
Option shall remain exercisable for a period oéfirears from the date of your death (but may naxsgcised later than the last day of the
original Option Term) by the person who becometgledtto exercise your Option after your death (thiee by will or by the laws of descent
and distribution, or by means of a written benefigidesignation you filed with the Stock Adminigiima Department before your death).

(c) Rights in the Event of Retirement or Disabilitlf your service with the Company and its Affikstis terminated for retirement (as defined
below) or Disability (as defined below), your Optiwill immediately vest and the Option shall remekercisable for five years from the date
of your termination (but may not be exercised |#t@n the last day of the original Option Term)eTharm “Disability” is defined in the
Company'’s long-term disability plan in which yourgigipate or are eligible to participate, as detieed by the Committee. Your service will
“terminate for retirement” if your employment fdret Company and its Affiliates is terminated afteuyave attained age fifty-five (55) and
completed at least three (3) years of service thighCompany or any of its Affiliates.

(d) Rights in the Event of Termination for Caudtyour service for the Company or an Affiliaterminates for Cause (as defined under the
Plan and set forth below), any Option exercisabl®wobefore such termination shall remain exerdesédy a period of 30 days from the date of
such termination (but may not be exercised latan the last day of the original Option Term). Adhe# date of this Agreement, the Plan
defines “Causeas (i) your willful failure to substantially perforyour duties, other than any such failure resglfiom a Disability; or (ii) you
gross negligence or willful misconduct which resut a significantly adverse effect upon the Conypanan Affiliate; or (iii) your willful
violation or disregard of the Company’s or an Aéfie’s code of business conduct or other publigi@ity of the Company or an Affiliate; or
(iv) your conviction of a crime involving an act fshud, embezzlement, theft, or any other act énistg a felony involving moral turpitude or
causing material harm, financial or otherwise h® €Company or an Affiliate. The Company may chathgedefinition of Cause under the Plan
at any time




7. Notices. All notices to the Company or to the Committeestrize in writing and delivered by hand or by maddressed to WPX
Energy, Inc., One Williams Center, Tulsa, Oklahorda 72, Attention: Stock Administration Departmexabtices become effective upon their
receipt by the Company if delivered as describethi;msection. To give notice of exercise of ani@pand receive instructions on payment of
the Option Price, contact Fidelity at http://netéfis.fidelity.com or by telephone at 800-544-9354.

8. Securities Law Compliancérhe Company may, without liability for its gooaith actions, place legend restrictions upon Shares
obtained by exercising this Option and issue “stapsfer” instructions requiring compliance withpéipable securities laws and the terms of
this Option.

9. No Right to Employment or Servic&lothing in the Option Agreement or the Plan shaérfere with or limit in any way the right of
the Company or an Affiliate to terminate your enypt@nt or service at any time, nor confer upon ywurtght to continue in the employ of the
Company and/or Affiliate.

10. Domestic Relations Order¥ou hereby acknowledge that nothing in this Agneat shall be construed as requiring the Commitiee
allow a Domestic Relations Order with respect te @ption grant.

11. Tax ConsultationYou understand you will incur tax consequences gssult of purchase or disposition of the Sha¥es.. agree to
consult with any tax consultants you think advisahlconnection with the purchase of the Sharesaakdowledge that you are not relying,
will not rely, on the Company for any tax advice.

WPX ENERGY, INC.
By

Ralph A. Hill
Chief Executive Office
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EXHIBIT 21.1

List of Subsidiaries of WPX Energy, Inc.
(all Delaware entities unless otherwise indicated)

. Barrett Resources International CorporatiorDekaware corporation
. Bison Royalty, LLC

. Diamond EIk, LLC — a Colorado limited liabiligopmpany

. Fort Union Gas Gathering, LLC

. Mockingbird Pipeline, LP — a Delaware limitedtparship

. Northwest Argentina Corporation — a Utah corfiora

. RW Gathering, LLC

. WPX Energy Appalachia, LLC

. WPX Energy Arkoma Gathering, LLC

. WPX Energy Enterprises, Inc. — a Delaware c@ipmn

. WPX Energy Gulf Coast, LP

. WPX Energy Holdings, LLC

. WPX Energy Keystone, LLC

. WPX Energy Marcellus Gathering, LLC

. WPX Energy Mid-Continent Company, an Oklahomgporation
. WPX Energy Production, LLC

. WPX Energy Rocky Mountain, LLC

. WPX Energy RM Company, a Delaware corporation

. WPX Energy Ryan Gulich, LLC

. WPX Energy Marketing, LLC

. WPX Energy Marketing Services Company, LLC

. WPX Energy Services Company, LLC

. WPX Energy Van Hook Gathering Services, LLC

. WPX Energy Williston, LLC

. WPX Gas Resources Company, a Delaware corporati

International subsidiaries:

1.
2.
3.
4.
5.

WPX Energy International Oil and Gas (Venezydls]. — a Cayman Islands corporation
Apco Oil and Gas International Inc. — a Caynsdands corporation

Apco Argentina S.A — an Argentina entity

Apco Austral, S.A. — an Argentina entity

Apco Properties Ltd. — a Cayman Islands corpamat



Exhibit 23.1

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference irRbgistration Statement (Form S-8 No 333-178388ppeng to the WPX Energy, Inc. 2011
Incentive Plan and WPX Energy, Inc. 2011 EmployeelSPurchase Plan of our report dated Februar@82, with respect to the

consolidated financial statements and schedule ®X\&nergy, Inc. included in this Annual Report (fot0-K) for the year ended
December 31, 2011.

/sl Ernst & Young LLF

Tulsa, Oklahomi
February 28, 201



E xHIBIT 23.2

NSA Netherland, Sewe
& Associates, Inc

CONSENT OF INDEPENDENT PETROLEUM ENGINEERS AND GEOGISTS

We hereby consent to the incorporation of our aedli¢ér as of December 31, 2011, and referencestthevhich are included in the Annual
Report on Form 10-K of WPX Energy, Inc. for the yeaded December 31, 2011.

NETHERLAND, SEWELL & ASSOCIATES, INC.

By: /s/ C. H. (Scott) Rees |
C. H. (Scott) Rees IlI, P. I
Chairman and Chief Executive Offic

Dallas, Texas
February 25, 2012



Exhibit 24.1
POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each of thedensigned individuals, in his or her capacity aractor of WPX Energy,
Inc., a Delaware corporation (“WPX Energy”), doesdby constitute and appoint each of James J. BamdeStephen E. Brilz as his or her
true and lawful attorney-in-fact, with full powené authority to sign WPX Energy’s Annual Reportform 10-K for the fiscal year ended
December 31, 2011, and any and all amendmentséharany and all instruments necessary or inceléntconnection therewith. Each said
attorney-in-fact shall have full power of subsiitut, and each said attorney-in-fact shall havegdallver and authority to do and perform in the
name and on behalf of each of the undersignedyyraad all capacities, every act whatsoever retguisi necessary to be done in or about the
premises, as fully to all intents and purposesaab ef the undersigned might or could do in pertiemundersigned hereby ratifying and
approving the acts of said attorney-in-fact.

This power of attorney has been duly executed bélpthe following persons as of the 20 day of Fabyp2012.

/s/ Kimberly S. Bower: /sl John A. Carri¢
Kimberly S. Bowers John A. Carric

/s/ William R. Granbern /s/ Don J. Gunthe
William R. Granberry Don J. Gunthe

/s/ Robert K. Herdma /sl Henry E. Lent.
Robert K. Herdmai Henry E. Lent:

/s! George A. Lorcl /s/ William G. Lowrie
George A. Lorct William G. Lowrie

/s/ David F. Work
David F. Work




Exhibit 31.1
SECTION 302 CERTIFICATION

I, Ralph A. Hill, certify that:

1.
2.

| have reviewed this annual report on Forr-K of WPX Energy, Inc.

Based on my knowledge, this report does notaiorny untrue statement of a material fact or anttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep

The registrar's other certifying officer(s) and | are responsifoleestablishing and maintaining disclosure cdstemd procedures (.
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay

(a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

(b) Designed such internal control over financearting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséantbd report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

(d) Disclosed in this report any change in thestgnt's internal control over financial reportitiat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

The registrar's other certifying officer(s) and | have discloskdsed on our most recent evaluation of internatrobover financia
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@yspersons performing the equivalent
functions):

(@) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refmahcial information; ant

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registra’s
internal control over financial reportin

Date: February 27, 2012

/s/ Ralph A. Hill

Ralph A. Hill

President and Chief Executive Offic
(Principal Executive Officer




Exhibit 31.2
SECTION 302 CERTIFICATION

I, Rodney J. Sailor, certify that:

1.
2.

| have reviewed this annual report on Forr-K of WPX Energy, Inc.

Based on my knowledge, this report does notaiorny untrue statement of a material fact or anttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep

The registrar's other certifying officer(s) and | are responsifoleestablishing and maintaining disclosure cdstemd procedures (.
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay

(a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

(b) Designed such internal control over financearting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséantbd report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

(d) Disclosed in this report any change in thestgnt's internal control over financial reportitiat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

The registrar's other certifying officer(s) and | have discloskdsed on our most recent evaluation of internatrobover financia
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@yspersons performing the equivalent
functions):

(@) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refmahcial information; ant

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registra’s
internal control over financial reportin

Date: February 27, 2012

/s/ Rodney J. Sailc
Rodney J. Sailor

Senior Vice Presidel

and Chief Financial Office
(Principal Financial Officer




Exhibit 32

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

In connection with the Annual Report of WPX Enertng. (the “Company”) on Form 10-K for the periogdéng December 31, 2011, as
filed with the Securities and Exchange Commissiornhe date hereof (the “Report8ach of the undersigned hereby certifies, in himciy as
an officer of the Company, pursuant to 18 U.S.C380, as adopted pursuant to 8 906 of the Sarb@rkesy Act of 2002, that to his
knowledge:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgwAct of 1934; and

(2) The information contained in the Report faphgsents, in all material respects, the finanaaldition and results of operations of the
Company.

/s/ Ralph A. Hill

Ralph A. Hill

President and Chief Executive Offic
February 27, 201

/s/ Rodney J. Sailc
Rodney J. Sailor
Chief Financial Officel
February 27, 201

A signed original of this written statement reqditey Section 906 has been provided to the Compadydl be retained by the
Company and furnished to the Securities and Exah&ammission or its staff upon request.

The foregoing certification is being furnished be tSecurities and Exchange Commission as an exbitiie Report and shall not be
considered filed as part of the Report.
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February 2, 2012

Director of Reserves and Production Services
WPX Energy, Inc.

One Williams Center, Suite 3600

Tulsa, Oklahoma 74172

Dear Sir or Madam:

In accordance with your request, we have auditec#timates prepared by WPX Energy, Inc. and lisidiaries WPX Energy Appalachia,
LLC; WPX Energy Gulf Coast, LP; WPX Energy KeystpheC; WPX Energy Production, LLC; WPX Energy Rodkountain, LLC; WPX
Energy Ryan Gulch, LLC; and WPX Energy Willistorl,@ (collectively referred to herein as “WPX?"), aS@ecember 31, 2011, of the proved
reserves and future revenue to the WPX interesgiitain oil and gas properties located in the Wh8¢ates. It is our understanding that the
proved reserves estimates shown herein constippgimately 99 percent of all proved reserves aMmg WPX. We have examined the
estimates with respect to reserves quantitiesfveseategorization, future producing rates, fuhgerevenue, and the present value of such
future net revenue, using the definitions set famth).S. Securities and Exchange Commission (SE€juRation S-X Rule 4-10(a). The
estimates of reserves and future revenue havegrepared in accordance with the definitions andlegns of the SEC and, with the
exception of the exclusion of future income taxasiform to the FASB Accounting Standards Codifimafi opic 932, Extractive Activities—
Oil and Gas. We completed our audit on or aboutitite of this letter. This report has been prepoeW/PX Energy, Inc.’s use in filing with
the SEC; in our opinion the assumptions, data, atsthand procedures used in the preparation ofepisrt are appropriate for such purpose.

The following table sets forth WPX’s estimatestuod het reserves and future net revenue, as of Dmsredd, 2011, for the audited properties:

Net Reserve Future Net Revenue (Mt
Condensal NGL Gas Present Wort

Category (MBBL) (MBBL) (MMCF) Total at 10%
Proved Develope 13,157 72,07¢ 2,454,21| 6,317,81. 3,884,26!
Proved Undevelope 33,49¢ 61,93( 1,477,65'  3,860,45 1,233,30:
Total Provec 46,65 134,000 3,931,86¢ 10,178,27 5,117,56

Totals may not add because of rounding.

Condensate and natural gas liquids (NGL) volumeseapressed in thousands of barrels (MBBL); a barequivalent to 42 United States
gallons. Gas volumes are expressed in millionsibfacfeet (MMCF) at standard temperature and pressases.

When compared on a well-bwell basis, some of the estimates of WPX are greatd some are less than the estimates of Netlei&awell &
Associates, Inc. (NSAI). However, in our opinioe astimates of WP proved reserves and future revenue shown hemgjinathe aggregal
reasonable and have been prepared in accordartéhwiStandards Pertaining to the Estimating andithug of Oil and Gas Reserves
Information promulgated by the Society of Petroleingineers (SPE Standards). Additionally, thesienasés are within the recommended 10
percent tolerance threshold set forth in the SREB&irds. We are satisfied with the methods andepkges used by WPX in preparing the
December 31, 2011, estimates of reserves and freuemiue, and we saw nothing of an unusual nabatestould cause us to take exception
with the estimates, in the aggregate, as preparétix.
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The estimates shown herein are for proved reseWPX'’s estimates do not include probable or posgibterves that may exist for these
properties, nor do they include any value for ursdieped acreage beyond those tracts for which prandéveloped reserves have been
estimated. WPX has included estimates of prove@vweldped reserves for certain locations that geagmsitive future net revenue but have
negative present worth discounted at 10 percemidbas the constant prices and costs discussedgeguent paragraphs of this letter. These
locations have been included based on the operaigkred intent to drill these wells, as evidehbg WPX's internal budget, reserves

estimates, and price forecast. Reserves categorizaanveys the relative degree of certainty; nesesubcategorization is based on
development and production status. The estimatessefves and future revenue included herein havbeen adjusted for risk.

Prices used by WPX are based on the 12-month uhtesi@rithmetic average of the first-day-of-the-thgorice for each month in the period
January through December 2011. For condensate &hdvidlumes, the average West Texas Intermediateegqsice of $92.71 per barrel is
adjusted by area for basis differentials and bgddar quality, transportation fees, and local@ddferentials. For gas volumes, the prices used
either are the fixed contract price or are basetheraverage Henry Hub spot price of $4.118 per MMEand are adjusted by area for basis
differentials and by lease for energy content,dpamtation fees, local price differentials, andappropriate, plant shrinkage. The fixed contract
gas price used is for the Piceance Basin propeatidss held constant until contract expirationg@itract expiration, the price is adjusted tc
regional spot price, with adjustments, and heldstamt thereafter. All other prices are held contdfamoughout the lives of the properties. The
average adjusted product prices weighted by pragtuoiver the remaining lives of the properties$86.85 per barrel of condensate, $49.29
per barrel of NGL, and $3.64 per MCF of gas.

Operating costs used by WPX are based on histartiating expense records. These costs includeetheell overhead expenses allowed
under joint operating agreements along with esgésaf costs to be incurred at and below the distrid field levels. Headquarters general and
administrative overhead expenses of WPX are indudéhe extent that they are directly attributableach of the WPX Asset Areas. Capital
costs used by WPX are based on authorizations<fmereliture and actual costs from recent activigpi@l costs are included as required for
workovers, new development wells, and productiamggent. Operating costs are held constant throuigthe lives of the properties, and
capital costs are held constant to the date ofrekpge. Estimates do not include any salvage viduéhe lease and well equipment or the cost
of abandoning the properties.

The reserves shown in this report are estimatgsamd should not be construed as exact quantRiesed reserves are those quantities of oil
and gas which, by analysis of engineering and gewnse data, can be estimated with reasonable ortai be economically producible;
probable and possible reserves are those additiesatves which are sequentially less certain t@bevered than proved reserves. Estimates
of reserves may increase or decrease as a resulirket conditions, future operations, changeggulations, or actual reservoir performance.
In addition to the primary economic assumptionsulised herein, estimates of WPX and NSAIl are baseertain assumptions including, but
not limited to, that the properties will be deveddpconsistent with current development plans, tti&properties will be operated in a prudent
manner, that no governmental regulations or comirdll be put in place that would impact the aliliif the interest owner to recover the
reserves, and that projections of future productiihprove consistent with actual performancethié reserves are recovered, the revenues
therefrom and the costs related thereto could be moless than the estimated amounts. Becausavefigmental policies and uncertainties of
supply and demand, the sales rates, prices rectvéide reserves, and costs incurred in recovesug reserves may vary from assumptions
made while preparing these estimates.

It should be understood that our audit does nostitoie a complete reserves study of the auditeanoi gas properties. Our audit consisted
primarily of substantive testing, wherein we cortédca detailed review of all properties. In theawet of our audit, we have not independe
verified the accuracy and completeness of inforomatéind data furnished by WPX with respect to owniprgiterests, oil and gas production,
well test data
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historical costs of operation and development, peb@rices, or any agreements relating to curredtfature operations of the properties and
sales of production. However, if in the course wf examination something came to our attentionbhatight into question the validity or
sufficiency of any such information or data, we dat rely on such information or data until we tsadisfactorily resolved our questions

relating thereto or had independently verified sinfbrmation or data. Our audit did not includesaiew of WPX’s overall reserves
management processes and practices.

We used standard engineering and geoscience metiragsombination of methods, including performeaaoalysis, volumetric analysis, and
analogy, that we considered to be appropriate acdgsary to establish the conclusions set forthitneAs in all aspects of oil and gas
evaluation, there are uncertainties inherent inriterpretation of engineering and geoscience diagaefore, our conclusions necessarily
represent only informed professional judgment.

Supporting data documenting this audit, along d#te provided by WPX, are on file in our office.€ltechnical persons responsible for
conducting this audit meet the requirements reggrdualifications, independence, objectivity, andfdentiality set forth in the SPE
Standards. We are independent petroleum engirgewkygists, geophysicists, and petrophysicistsgaaot own an interest in these properties
nor are we employed on a contingent basis.

Sincerely,

NETHERLAND, SEWELL & ASSOCIATES, INC.
Texas Registered Engineering Fir-2699

By: /s/ C.H. (Scott) Rees |
C.H. (Scott) Rees Ill, P.E
Chairman and Chief Executive Offic

By: /s/ Dan Paul Smit By: /s/ John G. Hattne
Dan Paul Smith, P.E. 490! John G. Hattner, P.G. 5!
Senior Vice Presidel Senior Vice Presidel
Date Signed: February 2, 20 Date Signed: February 2, 20
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Please be advised that the digital document yowiareng is provided by Netherland, Sewell & Assaies, Inc. (NSAI) as a convenience [to
our clients. The digital document is intended tesbbstantively the same as the original signed mhecit maintained by NSAI. The digital
document is subject to the parameters, limitatiansgl, conditions stated in the original documenthimevent of any differences between the
digital document and the original document, thgiaal document shall control and supersede thealidocument.




