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required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes y No ~
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any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
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or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
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Forward-Looking Statements

Certain matters discussed in this report, excluding historical information, as well as some statements by Energy

Transfer Partners, L.P. (“Energy Transfer Partners,” the “Partnership,” or "ETP") in periodic press releases and some oral
statements of the Partnership’s officials during presentations about the Partnership, include forward-looking

statements. These forward-looking statements are identified as any statement that does not relate strictly to historical

or current facts. Statements using words such as “anticipate,” “believe,” “intend,” “project,” “plan,” “expect,” “continue,
“goal,” “forecast,” “may,” “will” or similar expressions help identify forward-looking statements. Although the Partnership
and its General Partner believe such forward-looking statements are based on reasonable assumptions and current
expectations and projections about future events, no assurance can be given that such assumptions, expectations, or
projections will prove to be correct. Forward-looking statements are subject to a variety of risks, uncertainties and
assumptions. If one or more of these risks or uncertainties materialize, or if underlying assumptions prove incorrect,

the Partnership’s actual results may vary materially from those anticipated, projected or expected, forecasted, estimated

or expressed in forward-looking statements since many of the factors that determine these results are subject to
uncertainties and risks that are difficult to predict and beyond management’s control. For additional discussion of risks,
uncertainties and assumptions, see “Part II — Other Information — Item 1A. Risk Factors” in this Quarterly Report on Form
10-Q and our Quarterly Report on Form 10-Q for the quarter ended March 31, 2012, as well as “Part I — Item 1A. Risk
Factors” in the Partnership’s Report on Form 10-K for the year ended December 31, 2011 filed with the Securities and
Exchange Commission on February 22, 2012.

99 ¢l 29 ¢ 9 ¢ LT
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Definitions
The following is a list of certain acronyms and terms generally used throughout this document:
/d per day
AmeriGas AmeriGas Partners, L.P.
AOCI accumulated other comprehensive income (loss)
Bbls barrels
Bef billion cubic feet
Btu British thermal unit, an energy measurement used by gas companies to convert the volume
of gas used to its heat equivalent, and thus calculate the actual energy used
CAA Clean Air Act

capacity of a pipeline, processing plant or storage facility refers to the maximum capacity
under normal operating conditions and, with respect to pipeline transportation capacity, is

Capacity subject to multiple factors (including natural gas injections and withdrawals at various
delivery points along the pipeline and the utilization of compression) which may reduce the
throughput capacity from specified capacity levels

DOT U.S. Department of Transportation

El Paso El Paso Corporation

ETC Compression ~ ETC Compression, LLC

ETC FEP ETC Fayetteville Express Pipeline, LLC



ii

ETC OLP

ETC Tiger
ETE

ET Interstate
ETP GP
Holdco

ETP LLC

EPA
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La Grange Acquisition, L.P., which conducts business under the assumed name of Energy
Transfer Company

ETC Tiger Pipeline, LLC

Energy Transfer Equity, L.P., a publicly traded partnership and the owner of ETP LLC
Energy Transfer Interstate Holdings, LLC

Energy Transfer Partners GP, L.P., the general partner of ETP

ETP Holdco Corporation

Energy Transfer Partners, L.L.C., the general partner of ETP GP

U.S. Environmental Protection Agency
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Exchange Act
FEP
FERC
FGT
GAAP
HOLP
ICA
IDRs
LDH
LIBOR
Lone Star
MMBtu
NGA
NGL
NYMEX
OTC
OSHA
PCBs
PHMSA

Regency

Reservoir

SEC

Southern Union
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Securities Exchange Act of 1934

Fayetteville Express Pipeline LLC

Federal Energy Regulatory Commission

Florida Gas Transmission Company, LL.C

accounting principles generally accepted in the United States of America
Heritage Operating, L.P.

Interstate Commerce Act

incentive distribution rights

LDH Energy Asset Holdings LLC

London Interbank Offered Rate

Lone Star NGL LLC

million British thermal units

Natural Gas Act

natural gas liquid, such as propane, butane and natural gasoline
New York Mercantile Exchange

over-the-counter

federal Occupational Safety and Health Act

polychlorinated biphenyls

Pipeline Hazardous Materials Safety Administration

Regency Energy Partners LP, a subsidiary of ETE

a porous and permeable underground formation containing a natural accumulation of
producible natural gas and/or oil that is confined by impermeable rock or water barriers and

is separate from other reservoirs
Securities and Exchange Commission

Southern Union Company, a subsidiary of ETE
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Sunoco Sunoco, Inc.

Sunoco Logistics Sunoco Logistics Partners L.P.

Tef trillion cubic feet

Titan Titan Energy Partners, L.P.
Transwestern Transwestern Pipeline Company, LLC

Adjusted EBITDA is a term used throughout this document, which we define as earnings before interest, taxes,
depreciation, amortization and other non-cash items, such as non-cash compensation expense, gains and losses on
disposals of assets, the allowance for equity funds used during construction, unrealized gains and losses on
commodity risk management activities, non-cash impairment charges, loss on extinguishment of debt, gain on
deconsolidation and other non-operating income or expense items. Unrealized gains and losses on commodity risk
management activities includes unrealized gains and losses on commodity derivatives and inventory fair value
adjustments (excluding lower of cost or market adjustments). Adjusted EBITDA reflects amounts for less than wholly
owned subsidiaries and unconsolidated affiliates based on proportionate ownership.
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PART I — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

ENERGY TRANSFER PARTNERS, L.P. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(Dollars in thousands)

(unaudited)
June 30, December 31,
2012 2011
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $186,910 $106,816
Marketable securities 11 1,229

Accounts receivable, net of allowance for doubtful accounts of $538 and $7,651 as of

June 30, 2012 and December 31, 2011, respectively 438,625 568,579

Accounts receivable from related companies 45,242 81,753
Inventories 230,061 306,740
Exchanges receivable 18,511 18,808
Price risk management assets 16,921 11,429
Other current assets 101,280 180,140
Total current assets 1,037,561 1,275,494
PROPERTY, PLANT AND EQUIPMENT 13,993,414 13,983,888
ACCUMULATED DEPRECIATION (1,399,713 ) (1,677,522 )
12,593,701 12,306,366
ADVANCES TO AND INVESTMENTS IN AFFILIATES 3,259,129 200,612
LONG-TERM PRICE RISK MANAGEMENT ASSETS 38,974 25,537
GOODWILL 600,152 1,219,597
INTANGIBLE ASSETS, net 170,062 331,409
OTHER NON-CURRENT ASSETS, net 159,840 159,601
Total assets $17,859,419  $15,518,616

The accompanying notes are an integral part of these consolidated financial statements.
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ENERGY TRANSFER PARTNERS, L.P. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Dollars in thousands)

(unaudited)
June 30, December 31
2012 2011
LIABILITIES AND EQUITY
CURRENT LIABILITIES:
Accounts payable $299,322 $401,053
Accounts payable to related companies 160 33,373
Exchanges payable 12,432 17,906
Price risk management liabilities 9,091 79,518
Accrued and other current liabilities 747,686 629,202
Current maturities of long-term debt 108,050 424,117
Total current liabilities 1,176,741 1,585,169
LONG-TERM DEBT, less current maturities 9,043,393 7,388,170
LONG-TERM PRICE RISK MANAGEMENT LIABILITIES 140,554 42,303
OTHER NON-CURRENT LIABILITIES 167,208 152,550
COMMITMENTS AND CONTINGENCIES (Note 13)
EQUITY:
General Partner 186,001 181,646
Limited Partners:
Common Unitholders 6,347,741 5,533,492
Accumulated other comprehensive income (loss) (12,177 ) 6,569
Total partners’ capital 6,521,565 5,721,707
Noncontrolling interest 809,958 628,717
Total equity 7,331,523 6,350,424
Total liabilities and equity $17,859,419  $15,518,616

The accompanying notes are an integral part of these consolidated financial statements.

’
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ENERGY TRANSFER PARTNERS, L.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollars in thousands, except per unit data)

(unaudited)
Three Months Ended June 30, Six Months Ended June 30,
2012 2011 2012 2011
REVENUES:
Natural gas sales $456,792 $684,686 $878,208 $1,284,154
NGL sales 334,200 274,785 695,777 431,686
Gathering, transportation and other fees 386,500 379,714 775,244 715,813
Retail propane sales 11,637 220,296 87,082 748,762
Other 51,185 68,614 109,863 135,257
Total revenues 1,240,314 1,628,095 2,546,174 3,315,672
COSTS AND EXPENSES:
Cost of products sold 667,434 1,008,628 1,440,919 2,003,085
Operating expenses 128,839 189,302 256,829 377,791
Depreciation and amortization 99,102 104,972 201,019 200,936
Selling, general and administrative 55,500 54,774 104,023 100,306
Total costs and expenses 950,875 1,357,676 2,002,790 2,682,118
OPERATING INCOME 289,439 270,419 543,384 633,554
OTHER INCOME (EXPENSE):
Interest expense, net of interest capitalized (134,310 ) (116,466 ) (271,130 ) (223,706 )
Equity in earnings of affiliates 466 5,040 55,091 6,673
Gain on deconsolidation of Propane Business 765 — 1,056,709 —
Gains (losses) on disposal of assets 146 (528 ) (878 ) (2,254 )
Loss on extinguishment of debt — — (115,023 ) —
Gains (losses) on non-hedged interest rate derivatives (35,917 ) 2,111 (8,022 ) 3,890
Allowance for equity funds used during construction 123 1,201 227 69
Other, net 3,099 622 3,673 1,972
INCOME BEFORE INCOME TAX EXPENSE 123,811 162,399 1,264,031 420,198
Income tax expense 24 5,783 14,147 16,380
NET INCOME 123,787 156,616 1,249,884 403,818
LESS: NET INCOME ATTRIBUTABLE TO
NONCONTROLLING INTEREST 12,366 8,388 23,730 8,388
NET INCOME ATTRIBUTABLE TO PARTNERS 111,421 148,228 1,226,154 395,430
GENERAL PARTNER’S INTEREST IN NET INCOMEI108,806 105,892 225,343 213,431
LIMITED PARTNERS’ INTEREST IN NET INCOME $2.,615 $42,336 $1,000,811 $181,999
Eﬁ?’}c NET INCOME PER LIMITED PARTNER $0.00 $0.19 $4.35 $0.89
BASIC AVERAGE NUMBER OF UNITS
OUTSTANDING 229,663,164 208,615,415 228,097,706 201,259,140
SLI{IIFI{TED NET INCOME PER LIMITED PARTNER $0.00 $0.19 $4.33 $0.88
DILUTED AVERAGE NUMBER OF UNITS
OUTSTANDING 230,680,644 209,675,032 229,141,002 202,364,488

The accompanying notes are an integral part of these consolidated financial statements.
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ENERGY TRANSFER PARTNERS, L.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Dollars in thousands)

(unaudited)
Three Months Ended Six Months Ended June 30,
June 30,
2012 2011 2012 2011

Net income $123,787 $156,616 $1,249,884 $403,818

Other comprehensive income (loss), net of tax:
Reclassification to earnings of gains and losses on derivative
instruments accounted for as cash flow hedges

Change in value of derivative instruments accounted for as

(6,615 ) (5,443 ) (10,097 ) (22,411 )

cash flow hedges (6,517 ) 2,298 13,871 8,457
Change in value of available-for-sale securities — (643 ) (114 ) (35 )
Change in other comprehensive income (loss) from equity (22406 ) — (22406 ) —
investments

(35,538 ) (3,788 ) (18,746 ) (13989 )
Comprehensive income 88,249 152,828 1,231,138 389,829
i[;IetZi:e s(tlomprehenswe income attributable to noncontrolling 12,366 8.388 23.730 8.388
Comprehensive income attributable to partners $75,883 $144,440 $1,207,408 $381,441

The accompanying notes are an integral part of these consolidated financial statements.

4
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ENERGY TRANSFER PARTNERS, L.P. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF EQUITY

FOR THE SIX MONTHS ENDED JUNE 30, 2012

(Dollars in thousands)

(unaudited)
Limited Accumulated
General Partner Other Noncontrolling
. Total
Partner Common Comprehensive Interest
Unitholders Income (loss)
Balance, December 31, 2011 $181,646 $5,533,492 $6,569 $ 628,717 $6,350,424
Distributions to partners (221,001 ) (407,230 ) — — (628,231 )
Distributions to noncontrolling interest — — — (17,743 ) (17,743 )
Units issued for cash — 93,584 — — 93,584
Capltal contributions from noncontrolling L o 175.254 175.254
interest
Units issued in connection with acquisitions— 112,000 — — 112,000
Distributions on unvested unit awards — (4,043 ) — — (4,043 )
Non-cash compensation expense, net of
units tendered by employees for tax 13 21,074 — — 21,087
withholdings
Other comprehensive loss, net of tax — — (18,746 ) — (18,746 )
Other, net — (1,947 ) — — (1,947 )
Net income 225,343 1,000,811 — 23,730 1,249,884
Balance, June 30, 2012 $186,001 $6,347,741  $ (12,177 ) $ 809,958 $7,331,523

The accompanying notes are an integral part of these consolidated financial statements.

5
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ENERGY TRANSFER PARTNERS, L.P. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Dollars in thousands)

(unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income

Reconciliation of net income to net cash provided by operating activities:
Depreciation and amortization

Amortization of finance costs charged to interest

Loss on extinguishment of debt

Non-cash compensation expense

Gain on deconsolidation of Propane Business

Losses on disposal of assets

Distributions on unvested awards

Distributions in excess of (less than) equity in earnings of affiliates, net
Other non-cash

Net change in operating assets and liabilities, net of effects of acquisitions and

deconsolidation (see Note 3)

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Cash paid for Citrus Merger

Cash proceeds from contribution and sale of propane operations
Cash paid for all other acquisitions, net of cash received

Capital expenditures (excluding allowance for equity funds used during construction) (1,016,927

Contributions in aid of construction costs

Distributions from (advances to) affiliates, net

Proceeds from the sale of assets

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from borrowings

Repayments of long-term debt

Net proceeds from issuance of Limited Partner units
Capital contributions received from noncontrolling interest
Distributions to partners

Distributions to noncontrolling interest

Debt issuance costs

Net cash provided by financing activities

INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, beginning of period
CASH AND CASH EQUIVALENTS, end of period

Six Months Ended June 30,
2012 2011
$1,249,884 $403,818
201,019 200,936
5,392 4,663
115,023 —
20,992 20,789
(1,056,709 ) —
878 2,254
(4,043 ) (3,689
(118 ) 1,885
8,536 1,267
58,635 7,522
599,489 639,445
(1,895,000 ) —
1,442,536 —
(10,317 ) (1,948,611
) (621,915
12,056 13,967
51,941 (22,668
13,265 2,922
(1,402,446 ) (2,576,305
3,288,857 4,171,535
(1,986,515 ) (2,934,308
93,584 770,187
151,239 591,680
(628,231 ) (568,607
(17,743 ) —
(18,140 ) (12,261
883,051 2,018,226
80,094 81,366
106,816 49,540
$186,910 $130,906

The accompanying notes are an integral part of these consolidated financial statements.
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ENERGY TRANSFER PARTNERS, L.P. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Tabular dollar amounts, except per unit data, are in thousands)
(unaudited)

1.OPERATIONS AND ORGANIZATION:

Energy Transfer Partners, L.P. and its subsidiaries (“Energy Transfer Partners,” the “Partnership,” “we” or “ETP”) are
managed by ETP’s general partner, ETP GP, which is in turn managed by its general partner, ETP LLC. ETE, a
publicly traded master limited partnership, owns ETP LLC, the general partner of our General Partner. The
consolidated financial statements of the Partnership presented herein include our operating subsidiaries described
below.

Business Operations

Our activities are primarily conducted through our operating subsidiaries (collectively, the “Operating Companies™) as
follows:

ETC OLP, a Texas limited partnership engaged in midstream and intrastate transportation and storage natural gas
operations. ETC OLP owns and operates, through its wholly and majority-owned subsidiaries, natural gas gathering
systems, intrastate natural gas pipeline systems and gas processing plants and is engaged in the business of
purchasing, gathering, transporting, processing, and marketing natural gas and NGLs in the states of Texas, Louisiana,
New Mexico, Utah, West Virginia and Colorado. Our intrastate transportation and storage operations primarily focus
on transporting natural gas in Texas through our Oasis pipeline, ET Fuel System, East Texas pipeline and HPL
System. Our midstream operations focus on the gathering, compression, treating, conditioning and processing of
natural gas, primarily on or through our Southeast Texas System, North Texas System and Northern Louisiana assets.
We also own and operate natural gas gathering pipelines and conditioning facilities in the Piceance and Uinta Basins
of Colorado and Utah, respectively. ETC OLP also owns a 70% interest in Lone Star.

ET Interstate, a Delaware limited liability company with revenues consisting primarily of fees earned from natural gas
transportation services and operational gas sales. ET Interstate is the parent company of:

Transwestern, a Delaware limited liability company engaged in interstate transportation of natural gas. Transwestern’s
revenues consist primarily of fees earned from natural gas transportation services and operational gas sales.

ETC FEP, a Delaware limited liability company that directly owns a 50% interest in the Fayetteville Express interstate
natural gas pipeline.

€TC Tiger, a Delaware limited liability company engaged in interstate transportation of natural gas.

CrossCountry Energy, LLC, a Delaware limited liability company that indirectly owns a 50% interest in Citrus Corp.,
which owns 100% of the FGT interstate natural gas pipeline.

ETC Compression, a Delaware limited liability company engaged in natural gas compression services and related
equipment sales.

On January 12, 2012, we contributed HOLP and Titan, our subsidiaries that formerly operated our propane operations,
to AmeriGas. See Note 5.

Our historical financial statements reflect the following reportable business segments: intrastate natural gas
transportation and storage; interstate natural gas transportation; midstream; NGL transportation and services; and
retail propane and other retail propane related operations.

Preparation of Interim Financial Statements

The accompanying consolidated balance sheet as of December 31, 2011, which has been derived from audited
financial statements, and the unaudited interim consolidated financial statements and notes thereto of the Partnership
as of June 30, 2012 and for the three and six month periods ended June 30, 2012 and 2011, have been prepared in
accordance with GAAP for interim consolidated financial information and pursuant to the rules and regulations of the
SEC. Accordingly, they do not include all the information and footnotes required by GAAP for complete consolidated
financial statements. However, management believes that the disclosures made are adequate to make the information
not misleading. The results of operations for interim periods are not necessarily indicative of the results to be expected
for a full year due to the seasonal nature of the Partnership’s operations, maintenance activities and the impact of

17
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forward natural gas prices and differentials on certain derivative financial instruments that are accounted for using
mark-to-market accounting. Management has evaluated subsequent events through the date the financial statements
were issued.
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In the opinion of management, all adjustments (all of which are normal and recurring) have been made that are
necessary to fairly state the consolidated financial position of the Partnership as of June 30, 2012, and the Partnership’s
results of operations and cash flows for the three and six months ended June 30, 2012 and 2011. The unaudited
interim consolidated financial statements should be read in conjunction with the consolidated financial statements and
notes thereto of Energy Transfer Partners presented in the Partnership’s Annual Report on Form 10-K for the year
ended December 31, 2011, as filed with the SEC on February 22, 2012.

Certain prior period amounts have been reclassified to conform to the 2012 presentation. These reclassifications had
no impact on net income or total equity.

Pending Sunoco Merger

On April 30, 2012, we announced our entry into a definitive merger agreement whereby we will acquire Sunoco in
exchange for ETP Common Units and cash. Under the terms of the merger agreement, Sunoco shareholders may elect
to receive, for each Sunoco common share, either $50.00 in cash, 1.0490 ETP Common Units or a combination of
$25.00 in cash and 0.5245 of an ETP Common Unit. The cash and unit elections, however, will be subject to proration
to ensure that the total amount of cash paid and the total number of ETP Common Units issued in the merger to
Sunoco shareholders as a whole are equal to the total amount of cash and number of ETP Common Units that would
have been paid and issued if all Sunoco shareholders received the standard mix of consideration. Upon closing,
Sunoco shareholders are expected to own approximately 20% of ETP's outstanding limited partner units. This
transaction is expected to close in the third or fourth quarter of 2012, subject to approval of Sunoco's shareholders and
customary regulatory approvals.

Sunoco owns the general partner interest of Sunoco Logistics, consisting of a 2% general partner interest, 100% of the
IDRs, and 32.4% of the outstanding common units of Sunoco Logistics. Sunoco also generates cash flow from a
portfolio of retail outlets for the sale of gasoline and middle distillates in the east coast, midwest and southeast areas of
the United States.

Sunoco Logistics is a publicly traded limited partnership that owns and operates a logistics business consisting of a
geographically diverse portfolio of complementary pipeline, terminalling and crude oil acquisition and marketing
assets. The refined products pipelines business consists of refined products pipelines located in the northeast, midwest
and southwest United States, and equity interests in refined products pipelines. The crude oil pipeline business
consists of crude oil pipelines, located principally in Oklahoma and Texas. The terminal facilities business consists of
refined products and crude oil terminal capacity at the Nederland Terminal on the Gulf Coast of Texas and capacity at
the Eagle Point terminal on the banks of the Delaware River in New Jersey. The crude oil acquisition and marketing
business involves the acquisition and marketing of crude oil and is principally conducted in Oklahoma and Texas and
consists of crude oil transport trucks and crude oil truck unloading facilities.

Pending Holdco Transaction

On June 15, 2012, ETE and ETP entered into a transaction agreement pursuant to which, immediately following and
subject to the closing of the Sunoco merger, (i) ETE will contribute its interest in Southern Union into an
ETP-controlled entity in exchange for a 60% equity interest in the new entity, to be called ETP Holdco Corporation
(“Holdco”) and (ii) ETP will contribute its interest in Sunoco to Holdco and will retain a 40% equity interest in Holdco
(the "Holdco Transaction"). Prior to the contribution of Sunoco to Holdco, Sunoco will contribute its interests in
Sunoco Logistics to ETP in exchange for 50,706,000 Class F Units representing limited partner interests in ETP
(“Class F Units”) plus an additional number of Class F Units determined based upon the amount of cash contributed to
ETP by Sunoco at the closing of the merger, as calculated in accordance with the merger agreement. The Class F
Units will be entitled to 35% of the quarterly cash distributions generated by ETP and its subsidiaries other than
Holdco, subject to a maximum cash distribution of $3.75 per Class F Unit per year. Pursuant to a stockholders
agreement between ETE and ETP, ETP will control Holdco. Consequently, ETP expects to consolidate Holdco
(including Sunoco and Southern Union) in its financial statements subsequent to consummation of the Holdco
Transaction.

Southern Union is engaged primarily in the transportation, storage, gathering, processing and distribution of natural
gas. Southern Union owns and operates interstate pipeline that transports natural gas from the Gulf of Mexico, South
Texas and the Panhandle regions of Texas and Oklahoma to major U.S. markets in the Midwest and Great Lakes
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regions. It owns and operates a LNG import terminal located on Louisiana's Gulf Coast. Through Southern Union Gas
Services, it owns natural gas and NGL pipelines, cryogenic plants, treating plants and is engaged in connecting
producing wells of exploration and production companies to its gathering system, treating natural gas to remove
impurities to meet pipeline quality specifications, processing natural gas for the removal of NGLs and redelivering
natural gas and NGLs to a variety of markets in West Texas and New Mexico. Southern Union also has regulated
utility operations in Missouri and Massachusetts.

8
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Under the terms of the Holdco transaction agreement, ETE will relinquish an aggregate of $210 million of IDRs over
12 consecutive quarters following the closing of the Holdco transaction.

2.ESTIMATES:

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the accrual for and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period.

The natural gas industry conducts its business by processing actual transactions at the end of the month following the
month of delivery. Consequently, the most current month’s financial results for our natural gas and NGL related
operations are estimated using volume estimates and market prices. Any differences between estimated results and
actual results are recognized in the following month’s financial statements. Management believes that the estimated
operating results represent the actual results in all material respects.

Some of the other significant estimates made by management include, but are not limited to, the timing of certain
forecasted transactions that are hedged, the fair value of derivative instruments, useful lives for depreciation and
amortization, purchase accounting allocations and subsequent realizability of intangible assets, fair value
measurements used in the goodwill impairment test, market value of inventory, assets and liabilities resulting from the
regulated ratemaking process, contingency reserves and environmental reserves. Actual values and results could differ
from those estimates.

3.CASH AND CASH EQUIVALENTS:

Cash and cash equivalents include all cash on hand, demand deposits, and investments with original maturities of
three months or less. We consider cash equivalents to include short-term, highly liquid investments that are readily
convertible to known amounts of cash and that are subject to an insignificant risk of changes in value.

We place our cash deposits and temporary cash investments with high credit quality financial institutions. At times,
our cash and cash equivalents may be uninsured or in deposit accounts that exceed the Federal Deposit Insurance
Corporation insurance limit.

The net change in operating assets and liabilities (net of effects of acquisitions and deconsolidation) included in cash
flows from operating activities is comprised as follows:

Six Months Ended June 30,

2012 2011
Accounts receivable $(2,895 ) $56,486
Accounts receivable from related companies (44,891 ) (46,460 )
Inventories (21,632 ) 30,464
Exchanges receivable 298 4,130
Other current assets 72,591 (20,539 )
Other non-current assets, net 4,786 4,038
Accounts payable (28,755 ) (28,009 )
Accounts payable to related companies 78,093 (12,706 )
Exchanges payable (5,473 ) 3,468
Accrued and other current liabilities (9,721 ) 21,919
Other non-current liabilities (5,267 ) 10,699
Price risk management assets and liabilities, net 21,501 (15,968 )
Net change in operating assets and liabilities, net of effects of acquisitions and $58.635 $7.522
deconsolidation
9
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Non-cash investing and financing activities are as follows:
Six Months Ended June 30,
2012 2011
NON-CASH INVESTING ACTIVITIES:
Accrued capital expenditures $425,355 $91,449
AmeriGas limited partner interests received in exchange for contribution of
. $1,123,003 $—
Propane Business (See Note 5)
NON-CASH FINANCING ACTIVITIES:
Contributions receivable related to non-controlling interest $24,015 $—
Issuance of common units in connection with acquisitions $112,000 $—

4. INVENTORIES:
Inventories consisted of the following:

June 30, December 31,
2012 2011
Natural gas and NGLs, excluding propane $148,974 $144,251
Propane — 86,958
Appliances, parts and fittings and other 81,087 75,531
Total inventories $230,061 $306,740

We utilize commodity derivatives to manage price volatility associated with our natural gas inventory and designate
certain of these derivatives as fair value hedges for accounting purposes. Changes in fair value of the designated
hedged inventory have been recorded in inventory on our consolidated balance sheets and cost of products sold in our
consolidated statements of operations.

5.INVESTMENTS IN AFFILIATES:

Citrus Merger

On March 26, 2012, ETE consummated the acquisition of Southern Union and, concurrently with the closing of the
Southern Union acquisition, CrossCountry Energy, LLC (“CrossCountry”), a subsidiary of Southern Union that
indirectly owned a 50% interest in Citrus Corp. (“Citrus”), merged with a subsidiary of ETP and, in connection
therewith, ETP paid $1.9 billion in cash and issued $105 million of ETP Common Units (the “Citrus Merger”) to a
subsidiary of ETE. As a result of the consummation of the Citrus Merger, ETP owns CrossCountry, which in turn
owns a 50% interest in Citrus. The other 50% interest in Citrus is owned by a subsidiary of Kinder Morgan, Inc.
Citrus owns 100% of FGT, a natural gas pipeline system that originates in Texas and delivers natural gas to the
Florida peninsula.

We recorded our investment in Citrus at $2.0 billion, which exceeded our proportionate share of Citrus' equity by
$1.03 billion, all of which is treated as equity method goodwill due to the application of regulatory accounting.
Propane Operations

On January 12, 2012, we contributed our propane operations, consisting of HOLP and Titan (collectively, the ‘“Propane
Business”) to AmeriGas. We received approximately $1.46 billion in cash and approximately 29.6 million AmeriGas
Common Units valued at $1.12 billion at the time of the contribution. In addition, AmeriGas assumed approximately
$71.0 million of existing HOLP debt. We recognized a gain on deconsolidation of $1.06 billion for the six months
ended June 30, 2012. The cash proceeds were used to complete our tender offer of existing debt (see Note 9) in
January 2012 and to repay borrowings on our revolving credit facility.

Our investment in AmeriGas reflected $630.0 million in excess of our proportionate share of AmeriGas' limited
partners' capital. Of this excess fair value, $288.6 million is being amortized over a weighted average period of 14
years, and $341.4 million is being treated as equity method goodwill and non-amortizable intangible assets.

10

22



Edgar Filing: Energy Transfer Partners, L.P. - Form 10-Q

Table of Contents

In connection with the closing of this transaction, we entered into a support agreement with AmeriGas (See Note 13).
Under a unitholder agreement with AmeriGas, we are also obligated to hold the approximately 29.6 million AmeriGas
Common Units that we received in this transaction until January 2013.

We have not reflected our Propane Business as discontinued operations as we will have a continuing involvement in
this business as a result of our investment in AmeriGas.

In June 2012, we sold the remainder of our retail propane operations, consisting of our cylinder exchange business, to
a third party. In connection with the contribution agreement with AmeriGas, certain excess sales proceeds from the
sale of the cylinder exchange business were remitted to AmeriGas, and we received net proceeds of approximately
$43.0 million.

6.GOODWILL AND INTANGIBLE ASSETS:

A net decrease in goodwill of $619.4 million was recorded during the six months ended June 30, 2012 primarily due
to the contribution of our Propane Business to AmeriGas. See Note 5.

Components and useful lives of intangible assets were as follows:

June 30, 2012 December 31, 2011
Gross Carrying Accumulated  Gross Carrying Accumulated
Amount Amortization ~ Amount Amortization

Amortizable intangible assets:
Customer relationships, contracts and agreements (3

0 46 years) $226,176 $(57,333 ) $338,424 $(95,239 )
Noncompete agreements — — 15,431 (7,835 )
Patents (9 years) 750 (243 ) 750 (201 )
Other (10 to 15 years) 843 (131 ) 1,320 (580 )
Total amortizable intangible assets 227,769 (57,707 ) 355,925 (103,855 )
Non-amortizable intangible assets:

Trademarks — — 79,339 —

Total intangible assets $227,769 $(57,707 ) $435,264 $(103,855 )

Aggregate amortization expense of intangible assets was as follows:
Three Months Ended June 30, Six Months Ended June 30,

2012 2011 2012 2011

Reported in depreciation and amortization $4,058 $5,364 $8,465 $10,415
Estimated aggregate amortization expense for the next five years is as follows:

2012 (remainder) $7,609
2013 11,694
2014 10,569
2015 10,569
2016 10,569

7.FAIR VALUE MEASUREMENTS:

The carrying amounts of cash and cash equivalents, accounts receivable and accounts payable approximate their fair
value. Price risk management assets and liabilities are recorded at fair value.

We have marketable securities, commodity derivatives and interest rate derivatives that are accounted for as assets and
liabilities at fair value in our consolidated balance sheets. We determine the fair value of our assets and liabilities
subject to fair value measurement by using the highest possible “level” of inputs. Level 1 inputs are observable quotes in
an active market for identical assets and liabilities. We consider the valuation of marketable securities and commodity
derivatives transacted through a clearing broker with a published price from the appropriate exchange as a Level 1
valuation. Level 2 inputs are inputs observable for similar assets and liabilities. We consider OTC commodity
derivatives entered into directly with third
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parties as a Level 2 valuation since the values of these derivatives are quoted on an exchange for similar transactions.
Additionally, we consider our options transacted through our clearing broker as having Level 2 inputs due to the level
of activity of these contracts on the exchange in which they trade. We consider the valuation of our interest rate
derivatives as Level 2 as the primary input, the LIBOR curve, is based on quotes from an active exchange of
Eurodollar futures for the same period as the future interest swap settlements and discount the future cash flows
accordingly, including the effects of credit risk. Level 3 inputs are unobservable. We currently do not have any
recurring fair value measurements that are considered Level 3 valuations. During the period ended June 30, 2012, no
transfers were made between any levels within the fair value hierarchy.
Based on the estimated borrowing rates currently available to us and our subsidiaries for loans with similar terms and
average maturities, the aggregate fair value and carrying amount of our consolidated debt obligations at June 30, 2012
was $9.97 billion and $9.15 billion, respectively. As of December 31, 2011, the aggregate fair value and carrying
amount of our consolidated debt obligations was $8.39 billion and $7.81 billion, respectively. The fair value of our
consolidated debt obligations is a Level 2 valuation based on the observable inputs used for similar liabilities.
The following tables summarize the fair value of our financial assets and liabilities measured and recorded at fair
value on a recurring basis as of June 30, 2012 and December 31, 2011 based on inputs used to derive their fair values:
Fair Value Measurements at
June 30, 2012
Fair Value

Level 1 Level 2

Total
Financial Assets:
Marketable securities $11 $11 $—
Interest rate derivatives 50,543 — 50,543
Commodity derivatives:
Natural Gas:
Basis Swaps IFERC/NYMEX 53,966 53,966 —
Swing Swaps IFERC 5,589 1,390 4,199
Fixed Swaps/Futures 63,572 63,572 —
Options — Puts 3,688 — 3,688
Forward Physical Contracts 976 — 976
Power:
Forwards 42,504 6,196 36,308
Options — Puts 135 135 —
Total commodity derivatives 170,430 125,259 45,171
Total $220,984 $125,270 $95,714
Financial Liabilities:
Interest rate derivatives $(140,554 ) $— $(140,554 )
Commodity derivatives:
Natural Gas:
Basis Swaps IFERC/NYMEX (73,804 ) (73,804 ) —
Swing Swaps IFERC (7,504 ) (2,668 ) (4,836 )
Fixed Swaps/Futures (61,002 ) (61,002 ) —
Options — Puts (55 ) — (55 )
Options — Calls (1 ) — (1 )
Forward Physical Contracts (386 ) — (386 )
Power:
Forwards (41,444 ) (776 ) (40,668 )
Total commodity derivatives (184,196 ) (138,250 ) (45,946 )
Total $(324,750 ) $(138,250 ) $(186,500 )
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Financial Assets:
Marketable securities
Interest rate derivatives
Commodity derivatives:
Natural Gas:

Basis Swaps IFERC/NYMEX
Swing Swaps IFERC

Fixed Swaps/Futures
Options — Puts

Forward Physical Contracts
Propane — Forwards/Swaps
Total commodity derivatives
Total

Financial Liabilities:

Interest rate derivatives
Commodity derivatives:
Natural Gas:

Basis Swaps IFERC/NYMEX
Swing Swaps IFERC

Fixed Swaps/Futures
Options — Calls

Forward Physical Contracts
Propane — Forwards/Swaps
Total commodity derivatives
Total

8.NET INCOME PER LIMITED PARTNER UNIT:

Fair Value
Total

$1,229
36,301

62,924
15,002
214,572
6,435
699

9
299,641
$337,171

$(117,020

(82,290
(16,074
(148,111
12

(712
(4,131
(251,330
$(368,350

Fair Value Measurements at
December 31, 2011

Level 1 Level 2
$1,229 $—

— 36,301
62,924 —
1,687 13,315
214,572 —

— 6,435
— 699

— 9
279,183 20,458
$280,412 $56,759
$— $(117,020
(82,290 ) —
(3,061 ) (13,013
(148,111 ) —

— (12

— (712

— (4,131

(233,462 ) (17,868
$(233,462 ) $(134,888

Our net income for partners’ capital and statements of operations presentation purposes is allocated to ETP GP and
Limited Partners in accordance with their respective partnership percentages, after giving effect to priority income
allocations for incentive distributions, if any, to ETP GP, the holder of the IDRs pursuant to our Partnership
Agreement, which are declared and paid following the close of each quarter. Earnings in excess of distributions are
allocated to ETP GP and Limited Partners based on their respective ownership interests.

13
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A reconciliation of net income and weighted average units used in computing basic and diluted net income per unit is

as follows:
Three Months Ended June 30, Six Months Ended June 30,

2012 2011 2012 2011
Net income attributable to partners $111,421 $148,228 $1,226,154 $395,430
General Partner’s interest in net income 108,806 105,892 225,343 213,431
Limited Partners’ interest in net income 2,615 42,336 1,000,811 181,999
Additional earnings allocated from General Partner 112 160 66 508
Distributions on employee unit awards, net of
allocation to General Partner (1,980 ) (1,949 ) (9498 ) (3725 )
Net income available to Limited Partners $747 $40,547 $991,379 $178,782
Weighted average Limited Partner units — basic 229,663,164 208,615,415 228,097,706 201,259,140
Basic net income per Limited Partner unit $0.00 $0.19 $4.35 $0.89
Weighted average Limited Partner units 229,663,164 208,615,415 228,097,706 201,259,140
Dilutive effect of unvested Unit Awards 1,017,480 1,059,617 1,043,296 1,105,348
Weighted average Limited Partner units, assuming
dilutive effect of unvested Unit Awards 230,680,644 209,675,032 229,141,002 202,364,488
Diluted net income per Limited Partner unit $0.00 $0.19 $4.33 $0.88

Based on the declared distribution rate of $0.89375 per Common Unit, distributions to be paid for the three months
ended June 30, 2012 are expected to be $334.5 million in total, which exceeds net income for the period by $223.1
million. The allocation of the distributions in excess of net income is based on the proportionate ownership interests of
the Limited Partners and General Partner. Based on this allocation approach, net income per Limited Partner unit
(basic and diluted) for the three months ended June 30, 2012 was approximately zero, after taking into account

distributions to be paid with respect to incentive distribution rights and employee unit awards.

9.DEBT OBLIGATIONS:
Our debt obligations consist of the following:

June 30, 2012

December 31,
2011

ETP Senior Notes $7,800,000 $6,550,000
Transwestern Senior Notes 870,000 870,000
HOLP Senior Notes — 71,314
ETP Revolving Credit Facility 493,449 314,438
Other long-term debt — 10,345
Unamortized discounts (20,847 ) (15,457
Fair value adjustments related to interest rate swaps 8,841 11,647
Total debt 9,151,443 7,812,287
Less: current maturities (108,050 ) (424,117
Long-term debt, less current maturities $9,043,393 $7,388,170

14
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The following table reflects future maturities of long-term debt for each of the next five years and thereafter. These
amounts exclude $12.0 million in unamortized discounts and fair value adjustments related to interest rate swaps:

2012 (remainder) $108,050
2013 350,000
2014 379,947
2015 750,000
2016 618,449
Thereafter 6,957,003
Total $9,163,449

Senior Notes

In January 2012, we completed a public offering of $1.00 billion aggregate principal amount of 5.20% Senior Notes
due February 1, 2022 and $1.00 billion aggregate principal amount of 6.50% Senior Notes due February 1, 2042 and
used the net proceeds of $1.98 billion from the offering to fund the cash portion of the purchase price of the Citrus
Merger and for general partnership purposes. We may redeem some or all of the notes at any time and from time to
time pursuant to the terms of the indenture subject to the payment of a “make-whole” premium. Interest will be paid
semi-annually.

In January 2012, we announced a tender offer for approximately $750.0 million aggregate principal amount of
specified series of the ETP Senior Notes. The tender offer consisted of two separate offers: an Any and All Offer and a
Maximum Tender Offer. The senior notes described below were repurchased under the offers for a total cost of $885.9
million and a loss on extinguishment of debt of $115.0 million was recorded during the six months ended June 30,
2012.

In the Any and All Offer, we offered to purchase any and all of our 5.65% Senior Notes due August 1, 2012, at a fixed
price. Pursuant to the Any and All Offer, we purchased $292.0 million aggregate principal amount of our 5.65%
Senior Notes due August 1, 2012.

In the Maximum Tender Offer, we offered to purchase certain series of outstanding ETP Senior Notes at a fixed
spread over the index rate. Pursuant to the Maximum Tender Offer, on February 7, 2012, we purchased $200.0 million
aggregate principal amount of our 9.7% Senior Notes due March 15, 2019, $200.0 million aggregate principal amount
of our 9.0% Senior Notes due April 15, 2019, and $58.1 million aggregate principal amount of our 8.5% Senior Notes
due April 15, 2014.

Revolving Credit Facility

The indebtedness under ETP’s revolving credit facility (the “ETP Credit Facility”) is unsecured and not guaranteed by
any of the Partnership’s subsidiaries and has equal rights to holders of our current and future unsecured debt. The
indebtedness under the ETP Credit Facility has the same priority of payment as our other current and future unsecured
debt.

As of June 30, 2012, we had $493.4 million outstanding under the ETP Credit Facility, and the amount available for
future borrowings was $1.98 billion after taking into account letters of credit of $30.3 million. The weighted average
interest rate on the total amount outstanding as of June 30, 2012 was 1.74%.

Covenants Related to Our Credit Agreements

We were in compliance with all requirements, tests, limitations, and covenants related to our credit agreements at
June 30, 2012.
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10.EQUITY:

Common Units Issued
The change in Common Units during the six months ended June 30, 2012 was as follows:

Number of

Units
Outstanding at December 31, 2011 225,468,108
Common Units issued in connection with the Equity Distribution Agreement 1,600,483
Common Units issued in connection with the Distribution Reinvestment Plan 379,258
Common Units issued in connection with acquisitions 2,404,062
Common Units issued under equity incentive plans 7,124
Outstanding at June 30, 2012 229,859,035

During the six months ended June 30, 2012, we received proceeds from units issued pursuant to an Equity
Distribution Agreement with Credit Suisse Securities (USA) LLC of $76.7 million, net of commissions, which
proceeds were used for general partnership purposes. As of June 30, 2012, no Common Units remain available to be
issued under this agreement.

On July 3, 2012, we issued 15,525,000 Common Units representing limited partner interests at $44.57 per Common
Unit in a public offering. Net proceeds of approximately $671.1 million from the offering were used to repay amounts
outstanding under the ETP Credit Facility, to fund capital expenditures related to pipeline construction projects and
for general partnership purposes.

In addition to the Equity Distribution Agreement, we have a Distribution Reinvestment Plan (the “DRIP”) which
provides Unitholders of record and beneficial owners of our Common Units a voluntary means by which they can
increase the number of ETP Common Units they own by reinvesting the quarterly cash distributions they would
otherwise receive in the purchase of additional Common Units. The registration statement we filed in connection with
the DRIP covers the issuance of up to 5,750,000 Common Units under the DRIP. For the six months ended June 30,
2012, distributions of approximately $16.8 million were reinvested under the DRIP resulting in the issuance of
379,258 Common Units. As of June 30, 2012, a total of 5,017,063 Common Units remain available to be issued under
this registration statement.

Quarterly Distributions of Available Cash

Following are distributions declared and/or paid by us subsequent to December 31, 2011:

Quarter Ended Record Date Payment Date Rate
December 31, 2011 February 7, 2012 February 14, 2012 $0.89375
March 31, 2012 May 4, 2012 May 15, 2012 0.89375
June 30, 2012 August 6, 2012 August 14, 2012 0.89375

In conjunction with the Citrus Merger, ETE agreed to relinquish its rights to $220 million of the IDRs from ETP that
ETE would otherwise be entitled to receive over 16 consecutive quarters following the closing of the Holdco
Transaction.

AOCI

The following table presents the components of AOCI, net of tax:
June 30, December 31,
2012 2011

Net gains on commodity related hedges $10,229 $6,455

Unrealized gains on available-for-sale securities — 114

Equity investments, net (22,406 ) —

Total AOCI, net of tax $(12,177 ) $6,569
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11.UNIT-BASED COMPENSATION PLANS:

During the six months ended June 30, 2012, employees were granted a total of 62,917 unvested awards with five-year
service vesting requirements, and directors were granted a total of 4,400 unvested awards with three-year service
vesting requirements. The weighted average grant-date fair value of these awards was $46.99 per unit. As of June 30,
2012 a total of 2,369,652 unit awards remain unvested, including the new awards granted during the period. We
expect to recognize a total of $61.8 million in compensation expense over a weighted average period of 1.7 years
related to unvested awards.

12.INCOME TAXES:
The components of the federal and state income tax expense of our taxable subsidiaries are summarized as follows:

Three Months Ended June 30, Six Months Ended June 30,
2012 2011 2012 2011
Current expense (benefit):
Federal $133 $635 $(60 ) $5,663
State 3,270 5,191 6,942 9,125
Total 3,403 5,826 6,382 14,788
Deferred expense (benefit):
Federal (1,812 ) (15 ) 1,291 1,004
State (1,567 ) (28 ) 5,974 588
Total (3,379 ) (43 ) 7,265 1,592
Total income tax expense $24 $5,783 $14,147 $16,380

The effective tax rate differs from the statutory rate due primarily to Partnership earnings that are not subject to
federal and state income taxes at the Partnership level.

13.REGULATORY MATTERS, COMMITMENTS, CONTINGENCIES AND ENVIRONMENTAL LIABILITIES:
Contingent Matters Potentially Impacting the Partnership from Our Investment in Citrus

Florida Gas Phase VIII Expansion. Florida Gas' Phase VIII Expansion project was placed in-service on April 1, 2011,
at an approximate cost of $2.5 billion, including capitalized equity and debt costs. To date, Florida Gas has entered
into long-term firm transportation service agreements with shippers for 25-year terms accounting for approximately
74% of the available expansion capacity.

In 2011, CrossCountry Citrus, LLC (CrossCountry Citrus) and Citrus' other stockholder each made sponsor
contributions of $37.0 million in the form of loans to Citrus, net of repayments. The contributions are related to the
costs of Florida Gas' Phase VIII Expansion project. In conjunction with anticipated sponsor contributions, Citrus has
entered into a promissory note in favor of each stockholder for up to $150.0 million. The promissory notes have a
final maturity date of March 31, 2014, with no principal payments required prior to the maturity date, and bear an
interest rate equal to a one-month Eurodollar rate plus a credit spread of 1.5%. Amounts may be redrawn periodically
under the notes to temporarily fund capital expenditures, debt retirements, or other working capital needs.

Florida Gas Pipeline Relocation Costs. The Florida Department of Transportation, Florida's Turnpike Enterprise
("FDOT/FTE") has various turnpike/State Road 91 widening projects that have impacted or may, over time, impact
one or more of Florida Gas' mainline pipelines located in FDOT/FTE rights-of-way. Several FDOT/FTE projects are
the subject of litigation in Broward County, Florida. On January 27, 2011, a jury awarded Florida Gas $82.7 million
and rejected all damage claims by the FDOT/FTE. On May 2, 2011, the judge issued an order entitling Florida Gas to
an easement of 15 feet on either side of its pipelines and 75 feet of temporary work space. The judge further ruled that
Florida Gas is entitled to approximately $8.0 million in interest. In addition to ruling on other aspects of the easement,
he ruled that pavement could not be placed directly over Florida Gas' pipeline without the consent of Florida Gas
although Florida Gas would be required to relocate the pipeline if it did not provide such consent. While Florida Gas
would seek reimbursement of any costs associated with relocation of its pipeline in connection with an FDOT project,
Florida Gas may not be successful in obtaining such reimbursement and, as such, could be required to bear the cost of
such relocation. In any such instance, Florida Gas would seek recovery of the reimbursement costs in rates. The judge
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also denied all other pending post-trial motions. The FDOT/FTE filed a notice of appeal on July 12, 2011. Briefing to
the Florida Fourth District Court of Appeals (4th DCA) is complete. The 4th DCA granted a request by the FDOT to
expedite the appeal. Oral argument was held March 7, 2012. Amounts ultimately received would primarily reduce
Florida Gas' property, plant and equipment costs.
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Sunoco Litigation

Following the announcement of the Sunoco merger on April 30, 2012, eight putative class action and derivative
complaints were filed in connection with the Sunoco merger in the Court of Common Pleas of Philadelphia County,
Pennsylvania. Each complaint names as defendants the members of Sunoco's board of directors and alleges that they
breached their fiduciary duties by negotiating and executing, through an unfair and conflicted process, a merger
agreement that provides inadequate consideration and that contains impermissible terms designed to deter alternative
bids. Each complaint also names as defendants Sunoco, ETP, ETP GP, ETP LLC, and Sam Acquisition Corporation,
alleging that they aided and abetted the breach of fiduciary duties by Sunoco's directors; some of the complaints also
name ETE as a defendant on those aiding and abetting claims. The lawsuits seek an injunction barring completion of
the Sunoco merger and, in some instances, damages. We and the other defendants believe that the lawsuits are without
merit and we intend to defend vigorously against them.

Contingent Residual Support Agreement - AmeriGas

In order to finance the cash portion of the purchase price of the Propane Transaction described in Note 5, AmeriGas
Finance LLC ("Finance Company"), a wholly owned subsidiary of AmeriGas, issued $550.0 million in aggregate
principal amount of 6.75% Senior Notes due 2020 and $1.0 billion in aggregate principal amount of 7.00% Senior
Notes due 2022. AmeriGas borrowed $1.5 billion of the proceeds of the Senior Notes issuance from Finance
Company through an intercompany borrowing having maturity dates and repayment terms that mirror those of the
Senior Notes (the "Supported Debt").

In connection with the closing of the Propane Transaction, ETP entered into a Contingent Residual Support
Agreement ("CRSA") with AmeriGas, Finance Company, AmeriGas Finance Corp. and UGI Corp., pursuant to which
ETP will provide contingent, residual support of the Supported Debt as defined in the CRSA.

Interstate Natural Gas Pipeline Regulation

Under the Natural Gas Act, interstate natural gas companies must charge rates that are just and reasonable. In addition,
the NGA prohibits natural gas companies from unduly preferring or unreasonably discriminating against any person
with respect to pipeline rates or terms and conditions of service. On December 21, 2010, an Administrative Law
Judge certified a contested offer of settlement relating to FGT's rates and terms and conditions of service. On January
10, 2011, the contesting party withdrew its opposition to the settlement. On February 24, 2011, the FERC issued an
order approving the settlement, which order settled a number of issues related to FGT's rates and terms and conditions
of service. Among other matters, FGT is required to make its next NGA section 4 general rate case filing no later than
November 1, 2014.

Commitments

In the normal course of our business, we purchase, process and sell natural gas pursuant to long-term contracts and we
enter into long-term transportation and storage agreements. Such contracts contain terms that are customary in the
industry. We believe that the terms of these agreements are commercially reasonable and will not have a material
adverse effect on our financial position or results of operations.

We have certain non-cancelable leases for property and equipment, which require fixed monthly rental payments and
expire at various dates through 2029. Rental expense under these operating leases has been included in operating
expenses in the accompanying statements of operations and totaled approximately $5.6 million and $5.2 million for
the three months ended June 30, 2012 and 2011, respectively. For the six months ended June 30, 2012 and 2011,
rental expense for operating leases totaled approximately $11.2 million and $10.2 million, respectively.

Our joint venture agreements require that we fund our proportionate share of capital contributions to our
unconsolidated affiliates. Such contributions will depend upon our unconsolidated affiliates’ capital requirements, such
as for funding capital projects or repayment of long-term obligations.

Litigation and Contingencies

We may, from time to time, be involved in litigation and claims arising out of our operations in the normal course of
business. Natural gas and NGLs are flammable and combustible. Serious personal injury and significant property
damage can arise in connection with their transportation, storage or use. In the ordinary course of business, we are
sometimes threatened with or named as a defendant in various lawsuits seeking actual and punitive damages for
product liability, personal injury and property damage. We maintain liability insurance with insurers in amounts and
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with coverage and deductibles management believes are reasonable and prudent, and which are generally accepted in
the industry. However, there can be no assurance that the levels of insurance protection currently in effect will
continue to be available at reasonable prices or that such levels will remain adequate to protect us from material
expenses related to product liability, personal injury or property damage in the future.

18

35



Edgar Filing: Energy Transfer Partners, L.P. - Form 10-Q

Table of Contents

We or our subsidiaries are a party to various legal proceedings and/or regulatory proceedings incidental to our
businesses. For each of these matters, we evaluate the merits of the case, our exposure to the matter, possible legal or
settlement strategies, the likelihood of an unfavorable outcome and the availability of insurance coverage. If we
determine that an unfavorable outcome of a particular matter is probable and can be estimated we accrue the
contingent obligation as well as any expected insurance recoverable amounts related to the contingency. As of
December 31, 2011, accruals of approximately $18.2 million were reflected on our balance sheet related to these
contingent obligations. As of June 30, 2012 there were no accruals reflected on our balance sheet related to contingent
obligations, as all contingent obligations were related to our Propane Business which was contributed to AmeriGas in
January (see Note 5). As new information becomes available, our estimates may change. The impact of these changes
may have a significant effect on our results of operations in a single period.

The outcome of these matters cannot be predicted with certainty and there can be no assurance that the outcome of a
particular matter will not result in the payment of amounts that have not been accrued for the matter. Furthermore, we
may revise accrual amounts prior to resolution of a particular contingency based on changes in facts and
circumstances or changes in the expected outcome.

No amounts have been recorded in our June 30, 2012 or December 31, 2011 consolidated balance sheets for
contingencies and current litigation, other than amounts disclosed herein.

CrossCountry, the ET Interstate subsidiary that indirectly owns a 50% interest in Citrus, filed a petition in the
Delaware Court of Chancery seeking a declaratory judgment against El Paso (now a subsidiary of Kinder Morgan,
Inc.), the owner of the other 50% interest of Citrus that the Citrus Merger did not breach El Paso's rights under a joint
venture agreement related to Citrus. This petition was filed by CrossCountry following an exchange of letters between
CrossCountry, El Paso and Southern Union in which El Paso stated that it believed the Citrus Merger violated the
provisions of the joint venture agreement. Subsequently, El Paso filed a petition asserting a counterclaim action
against CrossCountry, ETP and ETE based on its claim that the Citrus Merger violated El Paso's right of first refusal
and, in such petition, El Paso sought a rescission of the Citrus Merger or, alternatively, damages.

On April 18, 2012, the parties to the declaratory judgment action and related counterclaim action entered into a joint
stipulation pursuant to which El Paso agreed that the Citrus Merger did not breach the joint venture agreement and
that El Paso was not entitled to rescission or damages with respect to the Citrus Merger. On April 20, 2012, the
Delaware court granted an order approving the joint stipulation and, as a result, all litigation regarding El Paso's
claims with respect to the Citrus Merger has been terminated.

Environmental Matters

Our operations are subject to extensive federal, state and local environmental and safety laws and regulations that
require expenditures to ensure compliance, including related to air emissions and wastewater discharges, at operating
facilities and for remediation at current and former facilities as well as waste disposal sites. Although we believe our
operations are in substantial compliance with applicable environmental laws and regulations, risks of additional costs
and liabilities are inherent in the business of transporting, storing, gathering, treating, compressing, blending and
processing natural gas, natural gas liquids and other products. As a result, there can be no assurance that significant
costs and liabilities will not be incurred. Costs of planning, designing, constructing and operating pipelines, plants and
other facilities must incorporate compliance with environmental laws and regulations and safety standards. Failure to
comply with these laws and regulations may result in the assessment of administrative, civil and criminal penalties,
the imposition of remedial obligations, the issuance of injunctions and the filing of federally authorized citizen suits.
Moreover, it is possible that other d