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THE WILLIAMS COMPANIES, INC.
FORM 10-K
PART |
ITEM 1. BUSINESS
(A) GENERAL DEVELOPMENT OF BUSINESS

The Williams Companies, Inc. (the "Company" or "N§liins") was incorporated under the laws of theeStdtNevada in 1949 and was
reincorporated under the laws of the State of Datavin 1987. The principal executive offices of @@mpany are located at One Williams
Center, Tulsa, Oklahoma 74172 (telephone

(918) 588-2000). Unless the context otherwise regureferences to the "Company" and "Williams'eireinclude The Williams Companies,
Inc. and its subsidiaries.

On January 5, 1995, the Company sold the netwarkcas operations of Williams Telecommunication®@g, Inc., its telecommunications
subsidiary, to LDDS Communications, Inc. for $2ilidn in cash, (the "WNS Sale"). The Company re&a Williams Telecommunications
Systems, Inc., a telecommunications equipment gpghd service company, and Vyvx, Inc., which epes a video network specializing in
broadcast television applications. The Companyrépsrted the network services operations as disaged operations for financial reporting
purposes. See Note 3 of Notes to Consolidated Elak8tatements. The Company used the proceedstireWNS Sale to pay off shadfm
credit facilities, fund the acquisition of Trandenergy Company discussed below, finance its ongcapital program and for other uses.

On December 12, 1994, the Company entered intorganagreement with Transco Energy Company. Uriteagreement, the Company
acquired approximately 60 percent of Transco En€gwmpany's common stock through a cash tender off@pleted in January 1995. On
April 28, 1995, the Transco Energy Company stootéid approved an agreement and plan of merger hd@ransco Energy Company
became a wholly owned subsidiary of the Compangctiffe May 1, 1995. Total value of the transacti@s more than $3 billion, including
cash, stock and the assumption of Transco Energyp@oy debt. As of May 1, 1995, the Company causadsto Energy Company to
declare and pay as dividends to the Company dltaisco Energy Company's interest in Transcontalés Pipe Line Corporation and
Texas Gas Transmission Corporation. In additioa,Gbmpany continued Transco Energy Company's progfalisposing of noncore assets.
See Note 2 of Notes to Consolidated Financial Statgs.

On January 16, 1996, the Company acquired a 49c&ipeinterest from its partner in Kern River Gaarismission Company giving the
Company 99.9 percent ownership of this naturalpgiasline system. The purchase price was $205 mill8ee Note 5 of Notes to
Consolidated Financial Statements.

(B) FINANCIAL INFORMATION ABOUT INDUSTRY SEGMENTS
See Part Il, Item 8 -- Financial Statements and Sypgementary Data.
(C) NARRATIVE DESCRIPTION OF BUSINESS

The Company, through subsidiaries, is engagedeitrémsportation and sale of natural gas and rekttvities, natural gas gathering,
processing and production activities, the transpiam of petroleum products, natural gas tradiragural gas liquids marketing and provides a
variety of other products and services to the gnardustry and financial institutions. The Compaatso is engaged in the telecommunicat
business. In 1995, the Company's subsidiaries ownddperated: (i) four interstate natural gaslpipesystems and had a 50 percent interest
in a fifth; (i) a common carrier crude and petraie products pipeline system; and (iii) natural gathering and processing facilities and
production properties. The Company also tradesralagias and markets natural gas liquids. The Cogipaelecommunications subsidiaries
offer data, voice



and video-related products and services and custpramises equipment nationwide. The Company adsarvestments in the equity of
certain other companies. See Note 5 of Notes tes@mtated Financial Statements.

Substantially all operations of Williams are conghacthrough subsidiaries. Williams performs managetrlegal, financial, tax, consultative,
administrative and other services for its subsidgarWilliams' principal sources of cash are framidinds and advances from its subsidiaries,
investments, payments by subsidiaries for servieedered by its staff and interest payments frobsisliaries on cash advances. The amount
of dividends available to Williams from subsidiai@rgely depends upon each subsidiary's earnimyerating capital requirements. The
terms of certain subsidiaries' borrowing arrangamémit the transfer of funds to the Company. Ske¢e 13 of Notes to Consolidated
Financial Statements.

To achieve organizational and operating efficiescire Company's interstate natural gas pipeliregm@uped together and are referred to
internally as the interstate natural gas systerfisitAer operating companies are owned directlW\ilfiams Holdings of Delaware, Inc., a
wholly-owned subsidiary of the Company. Item 1hagtreport is formatted to reflect this structure.

WILLIAMS INTERSTATE NATURAL GAS SYSTEMS

The Company's interstate natural gas pipeline gooups and operates a combined total of approxim@&I000 miles of pipelines with a
total annual throughput of approximately 3,500 PBifinatural gas and peak-day delivery capacitgmroximately 15 Bcf of natural gas.
The interstate natural gas pipeline group consistganscontinental Gas Pipe Line Corporation, Nedst Pipeline Corporation, Texas Gas
Transmission Corporation, Kern River Gas Transmis§ompany and Williams Natural Gas Company, owaedsoperators of interstate
natural gas pipeline systems. As previously nofednscontinental Gas Pipe Line Corporation and $&as Transmission Corporation were
acquired by the Company in 1995. For the accountigfment of the acquisition, see Note 2 of NedeSonsolidated Financial Statements.
Also as noted above, the Company acquired an addit49.9 percent interest in Kern River Gas Trassion Company in January 1996.
results of operations included herein only refteet Company's previously-owned 50 percent ownelisitgpest in Kern River.

The interstate natural gas pipeline group's trassionm and storage activities are subject to reigmldty the Federal Energy Regulatory
Commission ("FERC") under the Natural Gas Act 038 9'Natural Gas Act") and under the Natural GaliclPd\ct of 1978 ("NGPA"), and,
as such, their rates and charges for the transjportaf natural gas in interstate commerce, theresion, enlargement or abandonment of
jurisdictional facilities, and accounting, amonget things, are subject to regulation. Each pijetialds certificates of public convenier

and necessity issued by FERC authorizing ownershipoperation of all pipelines, facilities and pedjes considered jurisdictional for which
certificates are required under the Natural Gas Bath pipeline is also subject to the Natural Bigeline Safety Act of 1968, as amendec
Title | of the Pipeline Safety Act of 1979, whiabgulates safety requirements in the design, carti&iny operation and maintenance of
interstate gas transmission facilities.

There follows a business description of each comjrathe interstate natural gas pipeline group. diseussion of certain items required tc
disclosed by Form 10-K are reported in generic féslowing the individual company business desadoips.

TRANSCONTINENTAL GAS PIPE LINE CORPORATION (TRANSCO )

Transco is an interstate natural gas transmissiorpany which owns and operates a natural gas pgslistem extending from Texas,
Louisiana, Mississippi and the offshore Gulf of N&xthrough the states of Alabama, Georgia, Souattoltha, North Carolina, Virginia,
Maryland, Pennsylvania and New Jersey to the

* The term "Mcf" means thousand cubic feet, "MMafieans million cubic feet and "Bcf" means billiorbaufeet. All volumes of natural gas
are stated at a pressure base of 14.73 poundgye=esinch absolute at 60 degrees Fahrenheit.efime"MMBtu" means one million British
Thermal Units and "TBtu" means one trillion Britifhermal Units.



New York City metropolitan area. The system sentegomers in Texas and the eleven southeast aadtistseaboard states mentiol
above, including major metropolitan areas in Gemyrjiorth Carolina, New York, New Jersey and Pervasyih. Effective May 1, 1995, the
operation of certain production area facilities vgansferred to Williams Field Services Group, lan affiliated company.

Pipeline System and Customers

At December 31, 1995, Transco's system had a maidklivery capacity of approximately 3.7 Bcf obgeer day from production areas to its
primary markets. Using its Leidy Line and marketaastorage capacity, Transco can deliver an addit®.7 Bcf of gas per day for a system-
wide delivery capacity total of approximately 6.4fBf gas per day. Excluding the production aredifees operated by Williams Field
Services Group, Inc., Transco's system is compokeagproximately 7,300 miles of mainline and bratreimsmission pipelines, 37
compressor stations and six storage locations. @essjon facilities at a sea level rated capaciyl epproximately 1.2 million horsepower.

Transco's major gas transportation customers décputilities and municipalities that provide rdshtial service to approximately 35 million
people and serve numerous commercial and induas@sk. Shippers on Transco's pipeline systemdegbublic utilities, municipalities,
intrastate pipelines, direct industrial users, iele@l generators, marketers and producers. Tramfagest customer in 1995 accounted for
approximately 14 percent of Transco's total opegatevenues. No other customer accounted for naire 10 percent of total operating
revenues. Transco's firm transportation agreenaetgenerally long-term agreements with variousrakipn dates and account for the major
portion of Transco's business. Additionally, Tramstfers interruptible transportation services uralgreements that are generally short term.

Transco has natural gas storage capacity in fidergmound storage fields located on or near itslipip system and/or market areas and
operates three of these storage fields and a leplehtural gas (LNG) storage facility. The totarage capacity available to Transco and its
customers from such storage fields and LNG facifitgpproximately 219 Bcf of gas. Storage capgmitymits Transco's customers to inject
gas into storage during the summer and off-pealogefor delivery during peak winter demand periods

Major Expansion Projects

In August 1995, Transco announced its SeaBoardx@@rsion Project. The project is expected to pmwad additional 115 MMcf of gas per
day of firm transportation capacity from pointsre€eipt on Transco's Leidy Line to Transco's nas$itern market area by the 1997-1998
winter heating season. To render this service, Sa@amvill construct compression and pipeline loodmgijlities at an estimated cost of $115
million. Transco plans to file in mid-1996 for FER{proval of the project.

In October 1995, Transco filed for FERC approvaih& SunBelt Expansion Project. The project withpde additional firm transportation
capacity to markets in Georgia, South CarolinaMarth Carolina. The SunBelt Expansion Project pithvide a total of 146 MMcf of gas [
day of firm transportation capacity to existing are Transco customers by the 1997-1998 winteiiigeaeason. Transco's FERC
application estimates the cost of the expansidoretapproximately $85 million.

In November 1995, Transco announced the filingiiBRC approval of the Pine Needle LNG storage ptojdute facility is to be constructed
and owned by Transco and several of its major custs and will be located near Transco's mainlirséesy in Guilford, North Carolina. The
project will have 4 Bcf of storage capacity and 40®icf of gas per day of withdrawal capacity. Traosuill operate the facility and have a
percent ownership interest. The project is expeftidi in service by the second quarter of 199@. FIBRC application estimates the cost of
the project to be $107 million.

In December 1995, Transco and several major cusgamnounced the Cardinal Pipeline System projéet.project involves the acquisition
of an existing 37-mile pipeline in North Carolinadaconstruction of a 65-mile pipeline extensionn&touction of the pipeline extension is
expected to be completed by the end of 1999. Teawdtoperate the expanded pipeline system ana lza#5 percent ownership interest.
Total costs of the acquisition and extension apeeted to be $97 million.
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Transco's 1994 Southeast Expansion Project wasletedmnd placed into service in November 1994, moudides 35 MMcf of gas per day

of additional firm transportation capacity to Trao's customers in the southeast. Phase | of Tran$885/1996 Southeast Expansion Project
was completed and placed into service in Decem®&@5,land provides 115 MMcf of gas per day of addai firm transportation capacity to
Transco's customers in the Southeast. Phase licbf expansion will add an additional 55 MMcf of ges day for the 1996-1997 winter
heating season. Transco invested $63 million isghgojects in 1995 and expects to invest appraein&21 million in these projects in
1996.

Operating Statistics

The following table summarizes transportation datahe periods indicated, including periods dunmgich the Company did not own
Transco:

1995 1994 1993

System Deliveries (TBtu)
Market-area deliveries:

Long-haul transportation...........ccccccceee.. L 858.4 805.1 852.0
Market-area transportation.........c.cceeeee. L 467.3 453.6 387.4
Total market-area deliveries............ . .. 1,325.7 1,258.7 1,239.4
Production-area transportation..........ccce..... . .. 165.9 1859 1775
Total system deliveries......c..ccccoceveeeeeee L 1,491.6 1,444.6 1,416.9
Average Daily Transportation Volumes (TBtu)........ . ... 4.1 4.0 3.9
Average Daily Firm Reserved Capacity (TBtu)........ ... 5.2 4.9 4.8

Transco has expressed concerns to FERC that irstenstreatment of Transco and its competitor pipslwith regard to rate design and cost
allocation issues in production areas may resufties which could make Transco less competitig#) m terms of production-area and long-
haul transportation. On July 19, 1995, an admiatiste law judge (ALJ) issued an initial decisionding that Transco's proposed production
area rate design, and its existing use of a sysi&ta-cost of service and allocation of firm capaait production areas are unjust and
unreasonable. The ALJ recommended that Transcdedits costs between its production area and marketand permit its customers to
renominate their firm entitlements. The ALJ's diexids subject to review by FERC. Should FERC issn@rder consistent with the ALJ's
recommendations, such order would have prospeetreet only.

NORTHWEST PIPELINE CORPORATION (NORTHWEST PIPELINE)

Northwest Pipeline is an interstate natural gassirassion company which owns and operates a pgsiiatem for the mainline transmiss
of natural gas extending from the San Juan Basioithwestern New Mexico and southwestern Colotadmugh Colorado, Utah, Wyoming,
Idaho, Oregon and Washington to a point on the @lanaborder near Sumas, Washington. Northwest iRgpekovides services for markets
in California, New Mexico, Colorado, Utah, Nevatldyoming, Idaho, Oregon and Washington, directlyndirectly through interconnectio
with other pipelines.

Pipeline System and Customers

At December 31, 1995, Northwest Pipeline's systeaming an aggregate mainline deliverability of apgmately 2.6 Bcf of gas per day was
composed of approximately 3,900 miles of mainlind branch transmission pipelines and 43 mainlimepressor stations with a combined
capacity of approximately 306,000 horsepower.

In 1995, Northwest Pipeline transported naturalfgas total of 127 customers. Transportation cusis include distribution companies,
municipalities, interstate and intrastate pipeljrggs marketers and direct industrial users. Theetlargest customers of Northwest Pipelin
1995 accounted for approximately 18.5 percent, p2r2ent and 10.2 percent, respectively, of tqiarating revenues. No other customer
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accounted for more than 10 percent of total opagattvenues. Northwest Pipeline's firm transpantatigreements are generally long-term
agreements with various expiration dates and at¢doutthe major portion of Northwest Pipeline's imess. Additionally, Northwest Pipeline
offers interruptible transportation service undgre@ments that are generally short term. NorthRgstline's transportation services
represented 100 percent of its total throughpd9i@s.

Northwest Pipeline completed mainline expansionquts that were placed into service on Decemb&835. These expansion proje
increased system capacity by an additional 144 MdAcfas per day and added 14,820 horsepower ocoawpression and 44 miles of
pipeline loop line to Northwest Pipeline's system.

As a part of its transportation services, Northvwipeline utilizes underground storage facilitiedJitah and Washington enabling it to bale
daily receipts and deliveries. Northwest Pipelite® @wns and operates a liquefied natural gasgegoéant in Washington which provides a
needle-peaking service for the system. These stdeaujjities have an aggregate delivery capacitgpgdroximately 973 MMcf of gas per day.

Operating Statistics
The following table summarizes gas sales and tatesiion data for the periods indicated:

1995 1994 1993

Gas Volumes (TBtu):
GasS SAleS...coeviiiiiie e i, - -
Transportation......ccccceeveveeeeeeeieiiicceeeee e 826 679 606

Total throughput.........cccccevineeen.

Average Daily Transportation Volumes (TBtu)........ . ... 2.3 19 17
Average Daily Firm Reserved Capacity (TBtu)........ . ... 24 24

TEXAS GAS TRANSMISSION CORPORATION (TXG)

TXG is an interstate natural gas transmission camyppéhich owns and operates a natural gas pipejistes originating in the Louisiana G
Coast area and in east Texas and running genexatlly and east through Louisiana, Arkansas, MigggsTennessee, Kentucky, Indiana and
into Ohio, with smaller diameter lines extendingpifilinois. TXG's direct market area encompassgitestates in the South and Midwest,
includes the Memphis, Tennessee, Louisville, Kektu€incinnati and Dayton, Ohio, and Indianapdigliana, metropolitan areas. TXG a
has indirect market access to the Northeast throtghconnections with unaffiliated pipelines.

Pipeline System and Customers

At December 31, 1995, TXG's system, having a maéndielivery capacity of approximately 2.7 Bcf obgeer day, was composed of
approximately 6,000 miles of mainline and branamsmission pipelines and 32 compressor stationadavsea level rated capacity totaling
approximately 548,000 horsepower.

In 1995, TXG transported gas to customers in Laniaj Arkansas, Mississippi, Tennessee, Kentuckljama, lllinois and Ohio and to
customers in the Northeast served indirectly by T¥@s was transported for 130 distribution compaaied municipalities for resale to
residential, commercial and industrial users. Tpanstion services were provided to approximat€§ dustrial customers and processing
plants located along the system. At December 33519XG had transportation contracts with approxetya625 shippers. Transportation
shippers include distribution companies, municipadi intrastate pipelines, direct industrial usetsctrical generators, marketers and
producers. The largest customer of TXG in 1995 aweted for approximately 11 percent of total op@gtievenues. No other customer
accounted for more than 10 percent of total opagattvenues. TXG's firm transportation agreememgganerally long-term agreements with
various expiration dates and account for the m@gotion of TXG's business. Additionally, TXG offargerruptible transportation services
under agreements that are generally short-term.



TXG owns and operates natural gas storage resetfinoien underground storage fields located orear its pipeline system and/or market
areas. The storage capacity of TXG's certificatethge fields is approximately 177 Bcf of gas. T¥&torage gas is used in part to meet
operational balancing needs on its system, andiinitp meet the requirements of TXG's "no-noticahsportation service, which allows
TXG's customers to temporarily draw from TXG's atg gas to be repaid in-kind during the followingnsner season. A large portion of the
gas delivered by TXG to its market area is usedpace heating, resulting in substantially higrelydequirements during winter months.

Operating Statistics

The following table summarizes total system delvaata, which excludes unbundled sales, for thmg@eindicated, including periods during
which the Company did not own TXG:

1995 1994 1993

System deliveries (TBtu):

SAlES . - - 528
Long-haul transportation.........ccccceeeeeeeee. L 635.7 618.8 534.0
Total mainline deliveries................ .. 635.7 618.8 586.8
Short-haul transportation........cccccceeeeeeee. L 57.6 188.6 214.0
Total system deliveries......c..ccovvveeeeee. Ll 693.3 807.4 800.8
Average Daily Transportation Volumes (TBtu)........ . ... 1.9 2.2 2.0
Average Daily Firm Reserved Capacity (TBtu)........ ... 2.0 2.1 2.0

KERN RIVER GAS TRANSMISSION COMPANY (KERN RIVER)

Kern River is an interstate natural gas transmiss@mpany which owns and operates a natural gaimpgpsystem extending from Wyoming
through Utah and Nevada to California. In 1995,rKRiver was jointly owned and operated by Williawiestern Pipeline Company, a
subsidiary of the Company, and a subsidiary ofraaffiliated company. As previously indicated, then@pany acquired an additional 49.9
percent interest in Kern River in January 1996. [Sete 5 of Notes to Consolidated Financial Statameérhe transmission system, which
commenced operations in February 1992 following gietion of construction, delivers natural gas priilgao the enhanced oil recovery
fields in southern California. The system also $gorts natural gas for utilities, municipalitiegddandustries in California, Nevada and Utah.

Pipeline System and Customers

As of December 31, 1995, Kern River's pipeline eystvas composed of 707 miles of pipeline and thremline compressor stations having
an aggregate mainline delivery capacity of 700 Migficfias per day. The pipeline system interconneittsthe pipeline facilities of another
pipeline company at Daggett, California. From tb@apof interconnection, Kern River and the othgrgtine company have a common 219-
mile pipeline which is owned 63.6 percent by KeimeR and 36.4 percent by the other pipeline compasytenants in common, and is
designed to accommodate the combined throughputbfsystems. This common facility has a capaditly. b Bcf of gas per day.

Gas is transported for others under firm long-ténansportation contracts totaling 682 MMcf of ga&s gay. In 1995, Kern River transported
natural gas for customers in California, Nevadaldtah. Gas was transported for five customers imk@ounty, California, for reinjection as
a part of enhanced oil recovery operations an@8docal distribution customers, electric utilitie®generation projects and commercial and
other industrial customers. The five largest cusianof Kern River in 1995 accounted for approxinyald percent, 14 percent, 12 percent,
12 percent and 10 percent, respectively, of opegaBvenues. Three of these customers serve tlamesth oil recovery fields. No other
customer accounted for more than 10 percent ofabperrevenues in 1995.
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During 1995, a seasonal firm transportation comtnaas executed to deliver natural gas into the\legas, Nevada, market area during the
winter months. Deliveries of 10 MMcf of gas per dayl be initiated in December 1997 and will es¢alto 40 MMcf of gas per day on a
seasonal basis in 1999.

Operating Statistics
The following table summarizes transportation datahe periods indicated:

1995 1994 1993

Transportation Volumes (TBtU)......cccocvceeeeeee e, 286 278 272

Average Daily Transportation Volumes (TBtu)........ ... .78 .76 .75
Average Daily Firm Reserved Capacity (TBtu)........ ... 72 74 74

WILLIAMS NATURAL GAS COMPANY (WILLIAMS NATURAL GAS)

Williams Natural Gas is an interstate natural gasgmission company which owns and operates aalafas pipeline system located in
Colorado, Kansas, Missouri, Nebraska, Oklahomaa3exd Wyoming. The system serves customers imstates, including major
metropolitan areas of Kansas and Missouri, itsfaharket areas.

Pipeline System and Customers

At December 31, 1995, Williams Natural Gas' systeaving a mainline delivery capacity of approxinhat2 Bcf of gas per day, was
composed of approximately 6,300 miles of mainlind branch transmission and storage pipelines armb#ipressor stations having a sea
level rated capacity totaling approximately 240,0@8sepower.

In 1995, Williams Natural Gas transported gas &tamers in Colorado, Kansas, Missouri, Nebrask#ali@ma, Texas and Wyoming. Gas
was transported for 77 distribution companies andinipalities for resale to residential, commereiatl industrial users in approximately !
cities and towns. Transportation services wereigeal/to approximately 350 industrial customersgfatiand state institutions and
agricultural processing plants located principail)kansas, Missouri and Oklahoma. At December 3851 Williams Natural Gas had
transportation contracts with approximately 203pkis. Transportation shippers included distribuiompanies, municipalities, intrastate
pipelines, direct industrial users, electrical gat@s, marketers and producers.

In 1995, approximately 35 percent and 33 percespectively, of total operating revenues were gandrfrom gas transportation services to
Williams Natural Gas' two largest customers, WesResources, Inc. and Missouri Gas Energy Compaiegtern Resources sells or resells
gas to residential, commercial and industrial cugis principally in certain major metropolitan aed Kansas. Missouri Gas Energy sells or
resells gas to residential, commercial and indalstiistomers principally in certain major metrofaoii areas of Missouri. No other customer
accounted for more than 10 percent of operatingmmegs during 1995.

A significant portion of the transportation sendqaovided to Western Resources is pursuant t@atywyear transportation service
agreement. After the initial two-year period endingNovember 1996, the contract allows Western Ress, on twelve months prior notice,
to reduce contracted capacity if Williams Naturals@Gloes not meet the terms of a competing offen inother natural gas pipeline to serve
such capacity. Transportation services are providédissouri Gas Energy under contracts primardyying in terms from two to five years.
These contracts do not have "competitive out” miowis as described in connection with the WestesoRrces' contract. During 1995, these
two customers entered into contracts with a cortguedis part of a litigation settlement. The WestRasources contracts are subject to state
regulatory approval and hearings before the Ka@saporation Commission (KCC) which were conducte&éptember 1995. A decision on
whether to approve the contracts has been stay&uelyCC in light of an October 1995 FERC rulingesing federal jurisdiction over the
competitor. The competitor has appealed the FERGid@a, as well as the authority of the KCC to dtag contracts approval proceeding.
While the



Missouri Gas Energy contracts with this competii@ not subject to Missouri Public Service Commisgipproval, the exercise of FERC
jurisdiction over the project could cause the cHatien of the proposed pipeline project that supgthe contracts. Up to 25 percent of
firm capacity now transported by Williams Naturasanto the Kansas City market could be at rigkefpipeline contemplated by the
contracts is built. If FERC's decision to exergigisdiction over the competing pipeline is uphehte competitor will be required to formul:
rate structures under the same rules as WilliantertlaGas and other interstate competitors.

Williams Natural Gas operates nine undergroundagiffields with an aggregate working gas storagadaity of approximately 43 Bcf and

aggregate delivery capacity of approximately 1.2 &gas per day. Williams Natural Gas' customajsdt gas in these fields when demar
low and withdraw it to supply their peak requirerseiuring periods of peak demand, approximately-thirds of the firm gas delivered to
customers is supplied from these storage fieldga§e capacity enables the system to operate mdanaly and efficiently during the year.

Operating Statistics
The following table summarizes gas sales and ttesiion data for the periods indicated:

1995 1994 1993

Volumes (TBtu):

Resale SaleS......ccocvveviiiiiiiiiiics s - - 50
Direct and gas processing plant sales............ . e - - 1
Transportation......cccccvveeeeeevveicicciceeeee s 334 346 344
Total throughput......ccoooeveeeeeeeees 334 346 395
Average Daily Transportation Volumes (TBtu)........ . ... 9 9 9
Average Daily Firm Reserved Capacity (TBtu)......... s 20 20

Certain of Williams Natural Gas' gathering and jgs®ing activities have been or will be transfetoethird parties, including subsidiaries of
Williams Field Services Group, Inc., an affiliatedmpany, as discussed elsewhere herein. Applicaf@rorders permitting and approving
abandonment of certain natural gas facilities Haeen filed with FERC and final approval has beemtgd by FERC on three of these filings.
Preliminary approval on all other systems has lgganted by FERC.

REGULATORY MATTERS

In 1992, FERC issued Order 636 which required #téde pipelines to restructure their tariffs tordtiate traditional on-system sales services.
In addition, the Order required implementation afisus changes in forms of service, including urtimg of gathering, transmission and
storage services; terms and conditions of servate;design; gas supply realignment cost recovarg;other major rate and tariff revisions.
Williams Natural Gas implemented its restructurimgOctober 1, 1993, and Transco, Northwest PipaimkeTXG implemented their
restructurings on November 1, 1993. Certain aspgaach pipeline company's Order 636 restructuairegunder appeal.

Each interstate natural gas pipeline has variogslagory proceedings pending. Rates are establigtiedrily through FERC's ratemaking
process. Key determinants in the ratemaking proaes$l) costs of providing service, including dagiation rates, (2) allowed rate of return,
including the equity component of the capital stuoe, and (3) volume throughput assumptions. Thosveld rate of return is determined by
FERC in each rate case. Rate design and the afloaatcosts between the demand and commodity edsesimpact profitability. As a result
of such proceedings, a portion of the revenuebedd pipelines may have been collected subjeeftnd. See Note 12 of Notes to
Consolidated Financial Statements for the amoun¢wénues reserved for potential refund as of Déeerdl, 1995.

Each interstate natural gas pipeline, with the ptioe of Kern River, has undertaken the reformatibits respective gas supply contracts.
None of the pipelines has any significant pendingpsier tak-or-pay,
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ratable-take or minimurteke claims. For information on outstanding isswihl respect to contract reformation, gas purcliedigiencies an
related regulatory issues, see Note 17 of Not€votwsolidated Financial Statements.

COMPETITION

Competition for natural gas transportation hasnsifiied in recent years due to customer accesthtr pipelines, rate competitiveness among
pipelines, customers' desire to have more tharsopplier and regulatory developments. FERC's stategose for implementing Order 636
was to improve the competitive structure of theureltgas pipeline industry. Future utilization gbgline capacity will depend on competition
from other pipelines and alternative fuels, theggahlevel of natural gas demand and weather dondit Electricity and distillate fuel oil are
primary competitive forms of energy for residentiad commercial markets. Coal and residual fuet@ihpete for industrial and electric
generation markets. Nuclear power and power pusch&em grid arrangements among electric utiliilso compete with gas-fired power
generation in certain markets.

As mentioned, when restructured tariffs becamectffe under Order 636, all suppliers of natural gase able to compete for any gas
markets capable of being served by the pipelinegyusondiscriminatory transportation services pded by the pipelines. As the Order 636
regulated environment has matured, many pipeliags faced reduced levels of subscribed capacitpasactual terms expire and custon
opt to reduce firm capacity under contract in fapbalternative sources of transmission and relagdices. This issue, known as "capacity
turnback" in the industry, is forcing the pipelirnesevaluate the consequences of major demandtiedsion system utilization and cost
structure to remaining customers.

The Company is aware that several state jurisdistitave been involved in implementing changes aiml the changes that have occurred at
the federal level under Order 636. Such activitggfiently referred to as "LDC unbundling," has beerst pronounced in the states of New
York, New Jersey and Pennsylvania. In New York Bed Jersey, regulations regarding "LDC unbundlinwgte enacted during the past
year, and Pennsylvania is expected to act on ar€"uBbundling" program in 1996. It is expected thaise regulations will encourage gre:i
competition in the natural gas marketplace.

OWNERSHIP OF PROPERTY

The facilities of each interstate natural gas piygeare generally owned in fee. However, a subistgmbrtion of each pipeline's facilities is
constructed and maintained pursuant to rights-of;\@asements, permits, licenses or consents oa@nds properties owned by others.
Compressor stations, with appurtenant facilities,lacated in whole or in part either on lands odvaoeon sites held under leases or permits
issued or approved by public authorities. The ggerfacilities are either owned or contracted unadeg-term leases or easements.

ENVIRONMENTAL MATTERS

Each interstate natural gas pipeline is subjetitedNational Environmental Policy Act and fedesdite and local laws and regulations rele

to environmental quality control. Management bediethat, with respect to any capital expenditungsaperation and maintenance expenses
required to meet applicable environmental standandsregulations, FERC would grant the requisite relief so that, for the most part, such
expenditures would be recoverable in rates. Ferrfason, management believes that complianceapjiticable environmental requirements
by the interstate pipelines is not likely to havaaterial effect upon the Company's earnings orpaiitive position.

For a discussion of specific environmental issueslving the interstate pipelines, including estiethcleanup costs associated with certain
pipeline activities, see "Environmental" under Mgament's Discussion and Analysis of Financial Ciiowdiand Results of Operations and
Note 17 of Notes to Consolidated Financial Statesy



WILLIAMS HOLDINGS OF DELAWARE, INC. (WILLIAMS HOLDI  NGS)

In 1994, the Company established Williams Holditmbe a holding company for its assets other ttgimierstate natural gas pipelines and
related assets. Virtually all of Williams Holdingssets have been transferred to it by the Comgiaog January 1, 1995, and were previo
operated by subsidiaries of the Company.

Williams Holdings owns all of the capital stockfofir entities in the energy industry and two eestin the telecommunications industry.
Williams Holdings' energy subsidiaries are engagethtural gas gathering, processing and productimtransportation of crude oil and
petroleum products, natural gas trading activitiegural gas liquids marketing and provide a varadtother products and services to the
energy industry. Williams Holdings' telecommunioat subsidiaries offer data, voice and video-rdlgreducts and services and customer
premise equipment nationwide. Williams Holdingsatgs certain other equity investments. See NotieNptes to Consolidated Financial
Statements.

WILLIAMS FIELD SERVICES GROUP, INC. (WILLIAMS FIELD  SERVICES)

Williams Field Services, through subsidiaries, owns/or operates both regulated and nonregulatedatgas gathering and processing
facilities and owns and operates natural gas |leddginoperties. In 1995 and 1994, gathering andgssing activities represented 98 percent
and 89 percent, respectively, of Williams Field\&egs' operating profit. Natural gas productionresignted the balance.

In 1995, Williams Field Services completed an exgiam of its Manzanares coal seam gas gatheringregsin northwestern New Mexico
increasing capacity of the systems to over 1 Bdasf per day. A plant expansion in the Wamsutédd ff south-central Wyoming completed
in the fourth quarter of 1995 increased capacitthisf field to 240 MMcf of gas per day. Also in BWVilliams Field Services completed the
construction of a 75 MMcf of gas per day procesgitagt in the Oklahoma Panhandle.

Effective May 1, 1995, the Company transferred tiligvths Field Services the operation of certaindurction area transmission assets and
certain gathering and processing assets which dinep@ny had acquired as of such date from TranseogigfrCompany. The production area
transmission assets consist of approximately 3rbilés of pipeline located in gas producing aredshofre and onshore in Texas and
Louisiana which are currently owned by Transco eadsified by FERC as interstate transmission lileg gathering assets consist of
nonjurisdictional and intrastate gas gatheringditoeated offshore and onshore in Texas. Suchtfasitonsist of approximately 28 miles of
gathering pipelines. The processing assets caofsiato natural gas processing facilities. The fissh 50 percent joint ownership interest in a
processing facility with a 500 MMcf per day capgddcated in southwestern Louisiana and the sead0 percent partnership interest in a
60 MMcf per day cryogenic extraction facility loedtin south Texas.

In June 1995, Williams Field Services acquiredrthtural gas gathering and processing assets oicFedrvice Company of New Mexico
located in the San Juan and Permian basins of Nexidd for $154 million. Williams Field Services inediately thereafter sold the
southeastern New Mexico portion of the acquire@ss®r $14.2 million. The assets retained cordisipproximately 1,400 miles of
gathering pipelines and three gas processing plamitsh have an aggregate daily inlet capacity &f BMcf of gas.

Williams Field Services' first nonregulated merdhaower plant is scheduled to begin operation ivMéexico in 1996. The $53 million 62-
megawatt facility, powered by coal-seam gas, witiduce electricity, which will be sold under a letggm contract. Other areas on Williams
Field Services' system hold the potential for samdogeneration investments.

Gathering and Processing

Williams Field Services, through subsidiaries, owand operates natural gas gathering and procefsiitigies located in the San Juan Basin
in northwestern New Mexico and southwestern Coloraduthwest Wyoming, the Rocky Mountains of Utatl €olorado, northwest
Oklahoma, Louisiana and also in areas offshoreomstiore in Texas. Williams Field Services, throaghsidiaries, also operates natural gas
gathering and processing facilities located inTthgas Panhandle and the Hugoton Basin in northwest
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Oklahoma and southwest Kansas, which are ownedibhgihs Natural Gas, an affiliated company, andrapes natural gas gathering and
processing facilities located both onshore andheffs in Texas and Louisiana, which are owned bydea, an affiliated company. The
facilities operated for affiliates are the subjetapplications for orders permitting abandonmenthe facilities can be transferred to Willia
Field Services. Gathering services provided inclindegathering of gas and treating of coal seam gas

Customers and Operations. Facilities owned andab@etby Williams Field Services consist of approatiety 12,000 miles of gathering
pipelines, 11 gas treating plants and 14 gas psotgglants (five of which are partially owned) whihave an aggregate daily inlet capacity
of 6.7 Bcf of gas. Gathering and processing custsrhave direct access to interstate pipelinesydieg affiliated pipelines, which provide
access to multiple markets.

During 1995, Williams Field Services gathered naltgas for 286 customers. The largest gatherintpmey accounted for approximately 18
percent of total gathered volumes. During 1995ur@igas was processed for a total of 108 custarfiesthree largest customers accounted
for approximately 26 percent, 12 percent and 1texer respectively, of total processed volumesoter customer accounted for more than
10 percent of gathered or processed volumes. \Widligield Services' gathering and processing agnesmaéth large customers are generally
long-term agreements with various expiration daféese long-term agreements account for the mgjofithe gas gathered and processed by
Williams Field Services.

Liguids extracted at the processing plants arenetharopane, butane and natural gasoline. Duri®é,I8juid products were sold to a total of
52 customers under short-term contracts. The mgekt customers accounted for approximately 3@eper18 percent, 16 percent and 15
percent, respectively, of total liquid productswks sold. No other customer accounted for momre 18gpercent of volumes sold.

Operating Statistics. The following table summasigathering, processing and natural gas liquidnekifor the periods indicated. The
information includes operations attributed to fisieit owned by affiliated entities but operatedwWifliams Field Services:

Gas volumes (TBtu, except where noted):

Gathering.....ccooceeiiiiiieiieeceiees . 1,806 895 789

Processing....ccccovvvvvviiieiiiiineeeeeeees 406 392 323

Natural gas liquid sales (millions of gallons)... ... 298 281 295
Production

Williams Field Services, through a subsidiary, owans operates producing gas leasehold properti@slorado, Louisiana, New Mexico,
Utah and Wyoming.

Gas Reserves. As of December 31, 1995, 1994 ar®] ¥@ifliams Field Services had proved developediratgas reserves of 292 Bcf, 269
Bcf and 229 Bcf, respectively, and proved undevetbgeserves of 222 Bcf, 220 Bcef and 319 Bcf, rethpaly. Of Williams Field Services'
total proved reserves, 96 percent are locatedeirstin Juan Basin of Colorado and New Mexico. Asudised below, Williams Field Services
conveyed gas reserves to the Williams Coal SeanmRewgalty Trust in 1993. No major discovery or otferorable or adverse event has
caused a significant change in estimated gas resaixce year end.
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Customers and Operations. As of December 31, 1B85ross and net developed leasehold acres own@dlliiams Field Services totaled
261,973 and 107,046, respectively, and the grodsahundeveloped acres owned were 152,977 an@ei4&spectively. As of such date,
Williams Field Services owned interests in 2,798sgrproducing wells (496 net) on its leaseholddaiitie following table summarizes
drilling activity for the periods indicated:

DEVELOPMENT
COMPLETED GROSS  NET
DURING WELLS WELLS
1995, i s 61 22
1994, i s 66 19
1993 . e 39 5

The majority of Williams Field Services' gas protio is currently being sold in the spot marketrairket prices. Total net production sold
during 1995, 1994 and 1993 was 25.9 TBtu, 22.6 TeBial 16.3 TBtu, respectively. The average prodoatasts per MMBtu of gas produced
were $.14, $.14 and $.17 in 1995, 1994 and 19%perively. The average sales price per MMBtu wé8,$1.21 and $1.44, respectively,
the same periods.

In 1993, Williams Field Services conveyed a nefitganterest in certain of its properties to th@lisins Coal Seam Gas Royalty Trust. Trust
Units were subsequently sold to the public by &ifis in an underwritten public offering. The Compéanids 3,568,791 Trust Units
representing 36.8 percent of outstanding Units s&utially all of the production attributable t@tproperties conveyed to the Trust was from
the Fruitland coal formation and constituted casre gas. Proved developed coal seam gas reseeseanber 31, 1995, attributed to the
properties conveyed were 163 Bcf. Production infation reported herein includes Williams Field Seeg@ interest in such Units.

Regulatory Matters

Historically, an issue has existed as to whethdR Ehas authority under the Natural Gas Act to r@guyathering and processing prices and
services. During 1994, after reviewing its legahauity in a Public Comment Proceeding, FERC deteeah that while it retains some
regulatory jurisdiction over gathering and proceggierformed by interstate pipelines, pipelineliatéd gathering and processing companies
are outside its authority under the Natural Gas Bctlers issued in 1994 which implement FERC's lesian that it lacks jurisdiction have
been appealed to the United States Court of Apfeatbe District of Columbia Circuit. Williams Hi Services cannot predict the ultimate
outcome of these proceedings.

As a result of these FERC decisions, several ointli@idual states in which Williams Field Servicggerates may consider whether to img
regulatory requirements on gathering companiesstiii® currently regulates Williams Field Serviggghering or processing rates or servi

Competition

Williams Field Services competes for gathering priatessing business with interstate and intragigtdines, producers and independent
gatherers and processors. Numerous factors impgaigen customer's choice of a gathering or prsiogsservices provider, including rate,
term, timeliness of well connections, pressuregations and the willingness of the provider to pscfor either a fee or for liquids taken in-
kind.

Ownership of Property

Williams Field Services' gathering and processamilities are owned in fee. Gathering systems ansttucted and maintained pursuant to
rights-ofway, easements, permits, licenses and consentsdoacaoss properties owned by others. The compretstions and gas process
and treating facilities are located in whole opart on lands owned by Williams Field Services osdes held under leases or permits issued
or approved by public authorities.

12



Environmental Matters

Williams Field Services is subject to various fedgstate and local laws and regulations relatingrtvironmental quality control.
Management believes that Williams Field Serviceg'rations are in substantial compliance with exgsgnvironmental legal requirements.
Management expects that compliance with such egighvironmental legal requirements will not haveaterial adverse effect on the car
expenditures, earnings and competitive positiowdliams Field Services.

WILLIAMS ENERGY SERVICES COMPANY (WESCO)

WESCO, through subsidiaries, offers a full rangerafducts and services to energy markets througlortth America. WESCO's core
business includes natural gas and energy commivdding activities, energy-related price-risk magragnt products and services and
computer-based information products. WESCO wasrpaated in 1993. See Note 15 of Notes to Cons@dikinancial Statements.

Trading Activities and Services

In addition to its own natural gas trading opemgidWESCO conducts certain natural gas tradingatipeis formerly conducted by a
subsidiary of Transco Energy Company as well asl farty trading activities managed by an affiliaMESCO trades natural gas throughout
North America, primarily serving local distributimempany markets in the eastern and midwesterred§itates. The Operating Statis
presented below, for periods prior to 1995, reprepeeviously existing financial trading servicemducted by Williams subsidiaries, coup
with third-party trading services provided by afiliate and do not include operations previousiyndocted by the Transco Energy Company
subsidiary.

WESCO serves a customer base of approximately G@@anies across its natural gas trading operatiaitis net revenues primarily derived
from sales to local distribution companies, othes garketers and certain end-users. WESCO's ghisgractivities are conducted on both
interstate and intrastate pipelines, with mostssatgivity coordinated with transportation alongealine systems owned by Williams.

WESCO offers financial instruments and derivatiteeproducers and consumers of energy as well fisancial entities participating in
energy price-risk management. WESCO also entesseimérgy-related financial instruments to manageketarice fluctuations. The
customer base for these activities is compriseastitér gas marketing and trading companies, eneaggeentities and brokers trading in
energy commodities. See Note 15 of Notes to Cotatad Financial Statements.

Information Products

In 1995, WESCO marketed various computer-basedhgaahd trader-match services including Chalkboandelectronic tradematch syster
for buyers and sellers of liquid fuels, crude dilaefined products; Streamline, a physical casidod gas trading system located at seven
U.S. hubs; and Capacity Central, a natural gadipgeapacity information system. These productsutitized primarily by a customer base
of approximately 200 energy-based companies urdgt-ferm service commitments. The information produmtshitecture was developec
1993 and introduced to the marketplace in 1994s@laetivities have not been profitable to dateoasscof establishing marketing liquidity
and product usage still outpace the returns frasmdveloping market.

Effective January 1, 1996, Streamline and Capd#éytral were contributed to a limited liability cpamy along with the energy-related
information services of a PanEnergy Corp. subsydigihe new entity (Altra Energy Technologies, L.1).G owned equally by WESCO and
PanEnergy.

Operating Statistics (dollars in millions, volumesn TBtu)

1995 1994 1993

Operating profit.....cccocevvviiiiieiicieeieees $300 $ 5 $79
Natural gas physical trading..........cccooeeveeeee. L. 754 148 152
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Regulatory Matters

Management believes that WESCO's natural gas tyaitivities are conducted in substantial compkeawith the marketing affiliate rules of
FERC Order 497. Order 497 imposes certain nondigcétion, disclosure and separation requirements iterstate natural gas pipelines
with respect to their natural gas trading affillate/ESCO has taken steps to ensure it does nat ehgvloyees with affiliated interstate
natural gas pipelines and does not receive infdomdtom such affiliates that is not also availatdeunaffiliated natural gas trading
companies.

Competition

WESCO's gas trading operations are in direct coitiqetvith large independent gas marketers, mankeiffiliates of regulated pipelines and
natural gas producers. The financial trading bissrmmmpetes with other energy-based companiesraffeimilar services as well as certain
brokerage houses. This level of competition contab to a business environment of constant priaimgmargin pressure.

Ownership of Property

The primary assets of WESCO are its term contractployees and related technological support. Gostevelop the information products
and certain trading systems have been capitalized.

Environmental Matters

WESCO is subject to federal, state and local lawgsragulations relating to the environmental aspetits business. Management believes
that WESCO is in substantial compliance with erigtenvironmental legal requirements for its busin®anagement expects that complic
with such existing environmental legal requiremenitsnot have a material adverse effect on thetehpxpenditures, earnings and
competitive position of WESCO.

WILLIAMS PIPE LINE COMPANY (WILLIAMS PIPE LINE)

Williams Pipe Line operates a crude oil and petroigroducts pipeline system which covers arsthte area extending from Oklahoma in
south to North Dakota and Minnesota in the nortth limois in the east. The system is operated esramon carrier offering transportation
and terminalling services on a nondiscriminatorgibander published tariffs. The system transpefteed products, LRases, lube extract
fuel oil and crude oil.

Shippers and Pipeline System

At December 31, 1995, the system traversed appairisn 7,000 miles of right-of-way and included 09e200 miles of pipeline in various
sizes up to 16 inches in diameter. The systemdedB2 pumping stations, 23 million barrels of aer capacity and 47 delivery terminals.
The terminals are equipped to deliver refined potslinto tank trucks and tank cars. The maximumlmemof barrels which the system can
transport per day depends upon the operating bakacitieved at a given time between various segnoéiiie system. Since the balance is
dependent upon the mix of products to be shippedtaademand levels at the various delivery pothis.exact capacity of the system cannot
be stated.
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The operating statistics set forth below relatthtosystem's operations for the periods indicated:

1995 1994 1993

Shipments (thousands of barrels):
Refined products:

Gasolines........ccecvveeeinciieee e, ... 125,060 120,682 109,841
Distillates.........ccccoveeiieeiieeiinn. .. 61,238 61,129 51,508
Aviation fuels.........ccccoooeevininnnnn. ... 12,535 9,523 11,123
LP-Gases.......ccvveiiiiieiecrieee e ... 12,839 10,849 9,778
Lube extracted fuel Oil............ccccovunene. .. 4,462 0 0
Crude Oil......cooieieiiieiieeiee e .. 860 1,062 3,388
Total shipments............cccccvvvvenee ... 216,994 203,245 185,638
Daily average (thousands of barrels)............. .. 595 557 509
Average haul (miles).........ccocveriiineenn. .. 269 284 279
Barrel miles (millions)...........cccccvveeeeee.. ... 58,326 57,631 51,821
Revenues (millions):
Transportation...........ccccveevveevveeennn. .. $177.0 $168.0 $153.0
Nontransportation............cccoecuveeeerneenen. .. 65.7 41.7 26.3

$242.7  $209.7 $179.3

Average transportation revenue per barrel........ .. $.82 $.83 $.82

Williams Pipe Line began moving a new lube extrddteel oil product in 1995 from an Oklahoma refinés Toledo, Ohio, through a joint
movement with other carriers. Volume movements @xprate 28 thousand barrels per day.

In 1995, 73 shippers transported volumes througlsitstem. The seven largest shippers accountéd fpercent of transportation revenues.
The highest transportation revenue-producing shippeounted for approximately 11 percent of transgion revenues in 1995.
Nontransportation activities accounted for 27 petrod total revenues in 1995. The increase in raargjportation revenues is primarily due
expanded gas liquids operations.

At December 31, 1995, the system was directly coteketo, and received products from, 11 operatfigeries reported to have an aggret
crude oil refining capacity of over 900,000 barge¢s day. Eight of these refineries are locateldansas and Oklahoma, two in Minnesota
one in Wisconsin. The system also received prodheotgigh connecting pipelines from other refinetaesited in lllinois, Indiana, Kansas,
Louisiana, Montana, North Dakota, Oklahoma and $e&aude oil is received through connections ingésnand Oklahoma. The refineries,
which are connected directly or indirectly to tlystem, have access to a broad range of crudeaullping areas, including foreign sources.
LP-gases are transported from gas producing amdge@reas in central Kansas through connectirgipgs in lowa, Kansas, Missouri,
lllinois, Nebraska and South Dakota. In additiomtaking deliveries to company-owned terminals,sy&tem delivers products to third-party
terminals and connecting pipelines.

The refining industry continues to be affected hyinmental regulations and changing crude supptyerns. The industry's response to
environmental regulations and changing supply pateill directly affect volumes and products shkédmn the Williams Pipe Line system.
EPA regulations, driven by the Clean Air Act, reguiefiners to change the composition of fuel maotufred. A pipeline's ability to respond
to the effects of regulation and changing supplygpas will determine its ability to maintain angpture new market shares. Williams Pipe
Line has successfully responded to changes inldigglecomposition and product supply and has ssthfh new gasoline additive
requirements. Reformulated gasoline regulationg met yet significantly affected Williams Pipe Lin#illiams Pipe Line will continue to
position itself to respond to changing regulatiand supply patterns, but it is not possible to jotdtbw future changes in the marketplace
will affect Williams Pipe Line's market areas.
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Regulatory Matters

General. Williams Pipe Line, as an interstate comiwarrier pipeline, is subject to the provisiond asgulations of the Interstate Commerce
Act. Under this Act, Williams Pipe Line is requireaimong other things, to establish just, reasoratdenondiscriminatory rates, to file its
tariffs with FERC, to keep its records and accoytisuant to the Uniform System of Accounts for Bipeline Companies, to make annual
reports to FERC and to submit to examination ofétords by the audit staff of FERC. Authority égulate rates, shipping rules and other
practices and to prescribe depreciation ratesdomaon carrier pipelines is exercised by FERC. Thpddtment of Transportation, as
authorized by the 1992 Pipeline Safety Reauthddmaict, is the oversight authority for interstéitpids pipelines. Williams Pipe Line is al
subject to the provisions of various state lawschlare applicable to intrastate pipelines.

Rate Proceeding. On December 31, 1989, a ratantaph resulted from a settlement with several shippeffectively freezing Williams Pipe
Line's rates for the previous five years, expiifilliams Pipe Line filed a revised tariff on Janyd6, 1990, with FERC and the state
commissions. The tariff set an average increasatés of 11 percent and established volume incesmitand proportional rate discounts.
Certain shippers on the Williams Pipe Line systewh a competing pipeline carrier filed protests VRERC alleging that the revised rates are
not just and reasonable and are unlawfully diseratory. Williams Pipe Line elected to bifurcatestproceeding in accordance with the then-
current FERC policy. Phase | of FERC's bifurcatestpeding provides a carrier the opportunity tdifydts rates and rate structure by
demonstrating that its markets are workably contigetiAny issues unresolved in Phase | require jussification in Phase II.

The FERC's Phase | order, as modified by a rehgagision, has found that Williams Pipe Line laskgmificant market power and is
workably competitive in 20 of the 32 markets unitestigation. A shipper has appealed this decitidhe United States Court of Appeals
for the District of Columbia Circuit which has staythe appeal proceedings until Phase Il has bmapleted. Williams Pipe Line filed its
direct evidence in Phase Il on January 23, 1998i#filing, Williams Pipe Line departed from theore traditional cost allocation
methodology in lieu of an overall total system mawe requirement and stand-alone cost ceiling ijucmtion with incremental and short-run
marginal cost floors. The hearings began Decemp#895, and concluded January 19, 1996. The cuprecedural schedule forecasts an
initial decision in Phase Il in mid-year 1996. Whililliams Pipe Line cannot predict the final outeof these proceedings, it believes its
revised tariffs will ultimately be found lawful. 8éNote 17 of Notes to Consolidated Financial Statam

Competition

Williams Pipe Line operates without the protectadra federal certificate of public convenience aedessity that might preclude other
entrants from providing like service in its areaopgrations. Further, Williams Pipe Line must plaperate and compete without the operz
stability inherent in a broad base of contractuabyjigated or owner-controlled usage. Since WilkaRipe Line is a common carrier, its
shippers need only meet the requirements setifoith published tariffs in order to avail themsedvof the transportation services offered by
Williams Pipe Line.

Competition exists from other pipelines, refineriearge traffic, railroads and tank trucks. Contpetiis affected by trades of products or
crude oil between refineries which have acceskdsystem and by trades among brokers, tradersthats who control products. Such
trades can result in the diversion from the WillsaRipe Line system of volume which might otherviisgransported on the system. Shorter,
lower revenue hauls may also result from such gadélliams Pipe Line also is exposed to interfc@inpetition whereby an energy form
shipped by a liquids pipeline, such as heating, figeleplaced by a form not transported by a liguigpeline, such as electricity or natural gas.
While Williams Pipe Line faces competition from ariety of sources throughout its marketing ardas principal competition is other
pipelines. A number of pipeline systems, competing broad range of price and service levels, getriansportation service to various ai
served by the system. The possible constructi@iditional competing products or crude oil pipedineonversions of crude oil or natural gas
pipelines to products transportation, changesfining capacity, refinery closings, changes in délailability of crude oil to refineries located
in its
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marketing area, or conservation and conversiomntsffry fuel consumers may adversely affect the melsiavailable for transportation by
Williams Pipe Line.

Ownership of Property

Williams Pipe Line's system is owned in fee. Howewesubstantial portion of the system is operatedstructed and maintained pursuant to
rights-of-way, easements, permits, licenses orexaisson and across properties owned by othersteFhmnals, pump stations and all other
facilities of the system are located on lands owindde or on lands held under long-term leasesnite or contracts. Management believes
that the system is in such a condition and maiethin such a manner that it is adequate and seffi¢or the conduct of business.

Environmental Matters

Williams Pipe Line's operations are subject tomasifederal, state and local laws and regulatielading to environmental quality control.
Management believes that Williams Pipe Line's oj@na are in substantial compliance with existingisonmental legal requirements.
Management expects that compliance with such egighvironmental legal requirements will not haveaterial adverse effect on the car
expenditures, earnings and competitive positiowdliams Pipe Line.

Williams Pipe Line has been named by the EPA astanpially responsible party as defined in Sectif(a) of the Comprehensive
Environmental Response, Compensation, and Lialty for a site in Sioux Falls, South Dakota. Tsite was placed on the National
Priorities List in July 1990. In April 1991, Willias Pipe Line and the EPA executed an administratiwsent order under which Williams
Pipe Line agreed to conduct a remedial investigadiad feasibility study for this site. The EPA ieduts "No Action" Record of Decision in
1994 concluding that there were no significant hdgassociated with the site subject to two addtigears of monitoring for arsenic in
certain existing monitoring wells. Monitoring shdule complete in the first quarter of 1997.

WILLIAMS ENERGY VENTURES, INC. (WILLIAMS ENERGY VEN TURES)

Another subsidiary of Williams Holdings, WilliamsErgy Ventures, is combined for financial reportimgposes with Williams Pipe Line,
although Williams Energy Ventures' activities acg imcluded in the Williams Pipe Line operatingtstics on page 15 herein. Williams
Energy Ventures is engaged in the manufacturingnaaudketing of petroleum products and oxygenatedliaivis Energy Ventures also owns
an approximate 70 percent interest in a 30 miljafion per year ethanol plant in Nebraska that begeerations in November 1995. Willia
Energy Ventures operates the facility and marketduel ethanol output. In addition, on August 493, Williams Energy Ventures purcha:
Pekin Energy Company in Pekin, lllinois, for $16Hlion. The Pekin Energy facility produces 100 naiti gallons annually of fuel-grade and
industrial ethanol and various coproducts.

WILLIAMS TELECOMMUNICATIONS SYSTEMS, INC. (WILTEL)

WilTel provides data, voice and video communicagipnoducts and services to a wide variety of custsmationally. WilTel is strategically
positioned in the marketplace with more than 1068ssand service locations throughout the UnitedeStaver 2,800 employees and over
1,200 stocked service vehicles. WilTel employs ntbes 1,300 technicians and more than 400 salesseptatives and sales support
personnel to serve an estimated 40,000 commegaaérnmental and institutional customers. WilTellstomer base ranges from Fortune
corporations and the Federal Government to smiathfaly-owned entities.

WilTel offers its customers a full array of datajae and video network interconnect products inicigdligital key systems (generally
designed for voice applications with fewer than 1if8s), private branch exchange (PBX) systemsdgly designed for voice applications
with greater than 100 lines), voice processingesyst interactive voice response systems, autoratidistribution applications, call
accounting systems, network monitoring and managesystems, desktop video, routers, channel bamiedligent

17



hubs and cabling. WilTel's services also includedhsign, configuration and installation of voicel @ata networks and the management of
customers' telecommunications operations and fiasiliWilTel's National Technical Resource Centewjzles customers with on-line order
entry and trouble reporting services, advancediieahassistance and training. Other service céipabiinclude Local Area Network and
PBX remote monitoring and toll fraud detection.

In March 1994, WilTel acquired BellSouth's custorpermise equipment sales and service operatio?8 gtates outside of BellSouth's local
operating region in the nine southeastern-moststaind in October 1994, acquired Jackson Voica,aNew York City-based customer
premise equipment company. In 1996, WilTel acquCedhlink, Incorporated, a Massachusetts-basedatataustomer premise equipment
company. The acquisition of these businesses lageal WilTel to capitalize on its existing infrastture, strengthen its national market
presence and geographic customer density and besled more diversity in product offerings.

Operating Statistics
The following table summarizes the results of ofjens for the periods indicated (dollars and portsiillions):

1995 1994 1993

REVENUES.....oovieiieiieiieseee e $4949 $396.6 $302.8
Percentage of revenues by type of service:
New system sales.......ccccoeeeevvcveneennee L 34% 33% 39%
System modifications..........ccccoccvveeeee. L 39% 36% 30%
Maintenance.........coceevvvceeevicieees L 25% 24% 23%
Other..coiiii e 2% 7% 8%
Operating profit.....cccocevvvieiiiiiieeneees L $283 $189 $ 95
Backlog.....cccooiiiiiiiiieee $ 850 $ 924 $ 52.0
1] €= LN o1 4.7 4.1 2.7

A port is defined as an electronic address resiteatcustomer's PBX or key system that suppostaton, trunk or data port.

In 1995, WilTel derived approximately 66 percenitefrevenues from its existing customer base apiaximately 34 percent from the sale
of new telecommunications systems. WilTel's theggdst suppliers accounted for 89 percent of eqgeiipsold in 1995. A single
manufacturer supplied 76 percent of all equipmetd.dn this case, WilTel is the largest distributdd certain of this company's products.
About 64 percent of WilTel's active customer baseststs of this manufacturer's products. The distion agreement with this supplier is
scheduled to expire at the end of 1997. This agee¢is expected to be renewed upon expiration. emant believes there is minimal risk
as to the availability of product from suppliers.

Competition
WilTel has many competitors ranging from AT&T atne tRegional Bell Operating Companies to small imtially-owned companies which

sell and service customer premise equipment. Catapeinclude companies that sell equipment thabimparable or identical to that sold by
WilTel. (See discussion of telecommunications neféegislation below).

Regulatory Matters

The equipment sold by WilTel must meet the requéets of Part 68 of the Federal Communications Casion ("FCC") rules governing t
equipment registration, labelling and connectioe@dipment to telephone networks. WilTel reliestom equipment manufacturers'
compliance with these requirements for its own clisnpe regarding the equipment it distributes. Assdiary of WilTel, which provides
intrastate
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microwave communications services for a Federah@gds subject to FCC regulations as a commorneraricrowave licensee. These
regulations have minimal impact on WilTel's operasi.

THE WILTECH GROUP, INC. (WILTECH)

WilTech, through subsidiaries, seeks to developvgtapportunities in the telecommunications andhitetogy industries. WilTech currently
conducts its business through two principal opegasiubsidiaries, Vyvx, Inc. and Williams LearningtWork, Inc. In October 1995, WilTech
acquired a 22 percent interest in ITCmediaConféengnCompany. The investment is expected to expaidash's offerings in the
videoconferencing, teleconferencing and enhanceddavices markets. The total cost of the ITC itwesnt, together with the ICG Wireless
Services' assets and NUS Training Corporation adopns discussed below, is approximately $51 onilli

VYVX, INC. (Vyvx)

Vyvx offers fiber-optic television transmission giees nationwide. It provides these broadapstlity services as an alternative to satellite
microwave television transmissions. Vyvx primagisovides backhaul or point-feeint transmission of news and other programmirtg/éen
two or more customer locations. For example, thexyetwork is used for the broadcast coverage gbnpofessional sporting events.

Vyvx's customers include all of the major broadeast cable networks. Vyvx also provides videocariemng business television services.

In 1995, Vyvx announced the acquisition of fouefelrts (including satellite earth station faciklidrom ICG Wireless Services. The telep:
are located in Atlanta, Denver, Los Angeles and Nank (Carteret, N.J.). The acquisition will enaMgvx to provide both fiber-optic
backhaul and satellite distribution services. Togugsition, which is subject to certain conditioms;luding the receipt of regulatory approv
is expected to close in the first half of 1996.

Regulatory Matters. Vyvx is subject to FCC regulas as a common carrier with regard to certaitsoéxisting and future transmission
services and is subject to the laws of certairestgbverning public utilities. Operation of to-beaired satellite earth stations and certain
other related transmission facilities are alsoscitjo FCC licensing and other regulations. Thegelations do not have a significant impact
on Vyvx's operations.

Competition. Competition for Vyvx's fiber-optic éfision transmission operations is derived primpdribm companies offering video
transmission services by means of satellite fézsliand to a lesser degree from companies offér@mgmission services via microwave
facilities or fiber-optic cable.

Federal telecommunications reform legislation eedi February 1996, is designed to increase catiguein the long distance market by
significantly liberalizing current restrictions emarket entry. In particular, Regional Bell Opergtidompanies are permitted to provide long
distance services, including but not limited taleo transmission services, subject to certainicéisins and conditions precedent. Moreover,
public utilities are permitted to provide telecommuations services, including long distance sewjitierough separate subsidiaries. The
legislation also calls for tariff forbearance amethxation of regulation over common carriers. Ampact such legislation may have on Vyvx
cannot be predicted at this time.

WILLIAMS LEARNING NETWORK, INC. (Williams Learning  Network)

Williams Learning Network, formerly Williams Knowdige Systems, provides computer-based operatommggimimarily to the energy
industry. Williams Learning Network has licensirgreements with over 150 customers in the oil aredpgaeline, terminal and trucking
industries.

In October 1995, Williams Learning Network acquifédS Training Corporation. This acquisition givesli&ms Learning Network a large
library of video-based and multimedia training prots for the chemical, refining and utility induss plus an expanded customer base and
sales force.
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OTHER INFORMATION

Williams believes that it has adequate sourcesaaadability of raw materials to assure the contidsupply of its services and products for
existing and anticipated business needs. Willignipgline systems are all regulated in various wasgslting in the financial return on the
investments made in the systems being limitedaodsards permitted by the regulatory bodies. Eatheopipeline systems has ongoing
capital requirements for efficiency and mandatonpliovements, with expansion opportunities also s&taing periodic capital outlays.

A plant site in Pensacola, Florida, that was pnesip operated by a former subsidiary of WilliamasHteen placed on the National Priorities
List. This former subsidiary has also been idesdifas a potentially responsible party at a Nati@n@rities List cleanup site in Michigan. A
third site, located in Lakeland, Florida, which wasmerly owned and operated by this subsidiarynder investigation by the Florida
Department of Environmental Protection and cleasugticipated. Williams does not believe thatutignate resolution of the foregoing
matters, taken as a whole and after considerafiorsarance coverage, contribution or other inddicaiion arrangements, will have a
material adverse financial effect on the Compame Sote 17 of Notes to Consolidated Financial tates.

At December 31, 1995, the Company had approximdi@/§00 full-time employees, of whom approximatg|$50 were represented by
unions and covered by collective bargaining agregsa@he Company considers its relations with itpleyees to be generally good.

FORWARD-LOOKING INFORMATION

Certain matters discussed in this report, excludiistprical information, include forward-lookingas¢éments. Although the Company believes
such forward-looking statements are based on rekd®assumptions, no assurance can be given thiat ebjective will be reached. Such
statements are made in reliance on the "safe Hapbatections provided under the Private Securitiéigation Reform Act of 1995.

As required by such Act, the Company hereby idestithe following important factors that could caastual results to differ materially frc
any results projected, forecasted, estimated ogdted by the Company in forward-looking stateme(itsisks and uncertainties impacting
the Company as a whole primarily relate to chamgegneral economic conditions in the United Stathanges in laws and regulations to
which the Company is subject, including tax, enminental and employment laws and regulations, tkeard effects of legal and
administrative claims and proceedings against t@&ny or its subsidiaries or which may be broagjatinst the Company or its subsidia
and conditions of the capital markets utilized by Company to access capital to finance operat{ghfor the Company's regulated
businesses, risks and uncertainties primarily edlathe impact of future federal and state regaiadf business activities, including allowed
rates of return; and (iii) risks and uncertaingsociated with the Company's nonregulated busiegssmarily relate to the ability of such
entities to develop expanded markets and proddetiofis as well as maintaining existing marketsadidition, future utilization of pipeline
capacity will depend on energy prices, competifiom other pipelines and alternate fuels, the galrievel of natural gas and petroleum
product demand and weather conditions, among ttiregs. Further, gas prices which directly impaahsportation and gathering and
processing throughput and operating profits magtflate in unpredictable ways. It is also not pdesib predict which of many possible
future products and service offerings will be inpot to maintaining a competitive position in teeetommunications business or what
expenditures will be required to develop and prexsdch products and services.

(D) FINANCIAL INFORMATION ABOUT FOREIGN AND DOMESTC OPERATIONS AND EXPORT SALES
Williams has no significant foreign operations.

ITEM 2. PROPERTIES

See Item 1(c) for description of properties.
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ITEM 3. LEGAL PROCEEDINGS

Other than as described under Item 1 -- BusinedsraNote 17 of Notes to Consolidated Financiat&teents, there are no material pending
legal proceedings. Williams is subject to ordinaoytine litigation incidental to its businesses.

With respect to the Dakota litigation describedNiote 17, certain parties have subsequently filetbion with FERC requesting that FERC
establish an additional proceeding to considenwdor additional refunds. The claimed additioredinds pertain to amounts paid Dakota
from November 1, 1988, through April 30, 1993. KeTransco's interest, the claimed additional rdfuapproximate $90 million. Transco
has filed documents with FERC opposing the mot@rafiditional refunds. The administrative law judgaitial decision in this case
pertained only to periods after April 30, 1993, aifidustained, would require Transco to refundatepayers approximately $75 million.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Not applicable
EXECUTIVE OFFICERS OF WILLIAMS

The names, ages, positions and earliest electitas dé the executive officers of Williams are:

HELD
OFFICE
NAME AGE POS ITIONS AND OFFICES HELD SINCE
Keith E. Bailey............... 53 Chairman of t he Board, President, Chief 05-19-94
Executive Off icer and Director (Principal
Executive O fficer)
John C. Bumgarner, Jr. ....... 53 Senior Vice P resident -- Corporate Development 01-01-79
and Planning
James R. Herbster............. 54  Senior Vice P resident -- Administration 01-01-92
J. Furman Lewis............... 61 Senior Vice P resident and General Counsel 07-15-86
Jack D. McCarthy.............. 53 Senior Vice P resident -- Finance (Principal  01-01-92
Financial Off icer)
Gary R. Belitz................ 46 Controller (P rincipal Accounting Officer) 01-01-92
Stephen L. Cropper............ 46 President -- Williams Pipe Line, Williams 01-22-86
Energy Servic es and Williams Energy Ventures
Lloyd A. Hightower............ 61 President -- Williams Field Services 05-11-93
Henry C. Hirsch............... 53 President -- Williams Telecommunications 08-21-92
Systems
Howard E. Janzen.............. 41 President -- The WilTech Group, Inc. 12-01-94
Brian E. O'Neill.............. 60 President -- Transco, Northwest Pipeline, Kern 01-01-88
River, TXG an d Williams Natural Gas

All of the above officers have been employed bylMfits or its subsidiaries as officers or othervitcgemore than five years and have had no
other employment during such period.
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PART Il

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY
AND RELATED STOCKHOLDER MATTERS

Williams' Common Stock is listed on the New YorlddPacific Stock Exchanges under the symbol "WMBL.the close of business on
December 31, 1995, Williams had 11,933 holdergobrd of its Common Stock. The daily closing priaeges (composite transactions) and

dividends declared by quarter for each of the pvestyears are as follows:

1994

DIVIDEND  HIGH LOW DIVIDEND

1995
QUARTER HIGH LOW
ISt $30-7/8  $2 4-7/8
2N, $35-3/18 $3 0-1/4
Brdecei $39-1/8 $3 4-5/8
Ah. $44-1/2  $3 7-5/8

$.27  $27-1/4 $22-3/4 $.21
$.27  $30-1/8 $22-1/8 $.21
$.27  $32-7/8 $28-3/8 $.21
$.27  $30-1/4 $24-1/8 $.21

In January 1996, the Board of Directors of the Canypapproved a 25.9 percent increase in the Con8tmok dividend. The dividend

approved for the first quarter of 1996 was $.34gbare.

Terms of certain subsidiaries' borrowing arrangememit transfer of funds to Williams. These tertresse not impeded, nor are they expe
to in the future, Williams' ability to meet its ¢asbligations. See Note 13 of Notes to Consolid&iedncial Statements.
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ITEM 6. SELECTED FINANCIAL DATA

The following financial data are an integral pdfitand should be read in conjunction with, the etidated financial statements and notes
thereto. Information concerning significant tremashe financial condition and results of operasiamcontained in Management's Discussion
and Analysis of Financial Condition and Result©gpkrations on pages F-1 through F-9 of this report.

1995 1994 1993 1992 1991
(MILLIONS, EXCEPT PER-SHARE AMOUNTS)
Revenues*..........ccccoueveneeennns $ 2,855.7 $1,751.1 $1,793.4 $1,983.5 $1,704.5
Income from continuing operations*....  299.4 164.9 185.4 103.1 69.7
Income from discontinued
operations**.........ccccceeveennn. 1,018.8 94.0 46.4 25.2 40.3
Fully diluted earnings per share:
Income from continuing operations... 2.76 1.52 1.71 .97 .69
Income from discontinued
operations.........ccccccuveeenn. 9.72 .92 .45 .28 .48
Cash dividends per common share....... 1.08 .84 .78 .76 .70
Total assets at December 31........... 10,494.8 5,226.1 5,020.4 4,982.3 4,247.4
Long-term obligations at December
Bl 2,874.0 1,307.8 1,604.8 1,683.2 1,541.9
Stockholders' equity at December 31... 3,187.1 15055 1,7240 1,518.3 1,220.0

* See Notes 5 and 6 of Notes to Consolidated FiahStatements for discussion of significant assfits and write-off of project costs.
** See Note 3 of Notes to Consolidated Financialt&nents for discussion of the gain on the satiszntinued operations.

ITEM 7.MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINA NCIAL CONDITION AND RESULTS OF OPERATIONS
RESULTS OF OPERATIONS

1995 vs. 1994

Northwest Pipeline's revenues increased $16.7amjllbr 7 percent, due primarily to the $16 milli@versal of a portion of certain rate reft
accruals and increased transportation rates pugiifiect in November 1994, partially offset by ttmmpletion in 1994 of billing contract-
reformation surcharges. Mainline throughput incegla®2 percent; however, revenues were not significaffected due to the effects of the
straight-fixedvariable rate design prescribed by the Federalggn@egulatory Commission (FERC). Operating prafireased $11.6 milliol
or 11 percent, due primarily to higher transpootatiates and the approximate $11 million net eféé¢tvo reserve accrual adjustments,
partially offset by $5 million, or 13 percent, highoperations and maintenance expenses. The resamel adjustments involved a $16
million adjustment to rate refund accruals becaidavorable rate case developments, partiallyetffisy a loss accrual (included in other
income -- net) in connection with a lawsuit invalgia former transportation customer.

Williams Natural Gas' revenues decreased $57 mijllio 25 percent, and costs and operating expelesesased $62 million, or 40 percent,
due primarily to $36 million lower direct billingf @urchased gas adjustments and lower contractmefiion recovery of $21 million.
Operating profit decreased $3.8 million, or 8 patcdue primarily to the absence of the 1994 realarbexcess contract-reformation accruals
of $7.4 million and $3.2 million from lower 1995erage firm reserved capacity, partially offset ByGmillion resulting from higher average
firm reserved capacity rates, effective Augustg99, and higher storage revenues of $3.7 million.

Transcontinental Gas Pipe Line's revenues were.$7#88lion in 1995, while costs and expenses w&&0dmillion and operating profit was
$165 million. Throughput was 1,410.9 TBtu in 1994 the period subsequent to the acquisition ddtgnscontinental Gas Pipe Line placed
new, higher rates into effect September 1, 199jestito refund. Market-area deliveries in 1995 48684 were approximately the same.
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Texas Gas Transmission's revenues were $276.2milli 1995, while costs and expenses were $21®m#ind operating profit was $64
million. Throughput was 653.4 TBtu in 1995 (for theriod subsequent to the acquisition date). T&asplaced new, higher rates into effect
April 1, 1995, subject to refund.

Williams Field Services Group's revenues incre&24b.1 million, or 58 percent, due primarily to 8Ifillion higher gathering revenues in
addition to higher natural gas sales. Gatheringmaes increased due primarily to a 102 percen¢@se in gathering volumes, including $131
million attributable to Transco Energy's Gulf Cogathering operations, combined with an increasevérage gathering prices, excluding
Gulf Coast operations. Natural gas sales incredsedo higher volumes, partially offset by loweeeage prices. Liquids and processing
volumes increased 6 percent and 4 percent, regpBctCosts and operating expenses increased $illfdnmor 79 percent, and selling,
general and administrative expenses increased #28nor 89 percent, with Transco Energy's adias contributing $102 million and $13
million, respectively. In addition, costs and opigrg expenses increased from higher natural gashpse volumes and expanded facilities.
Other income -net includes $12 million in operating profit frafme net effect of two unrelated items. One was®2on of income from th
favorable resolution of contingency issues invajvpreviously regulated gathering and processingtas$his was partially offset by an $8
million accrual for a future minimum price natuggls commitment. Operating profit increased $28I8anj or 22 percent, primarily resultir
from the $12 million in other income and a doublofgyathering volumes, primarily a result of Tram&mnergy's gathering activities. Partially
offsetting these increases was the effect of lavegural gas prices. Operating profit in 1994 ineldidpproximately $12 million in favorable
settlements and adjustments of certain prior peammuals, including income of $4 million from ajstment to operating taxes.

Williams Energy Services' revenues and costs aedabpg expenses decreased $177.9 million and 8288n, respectively. The addition «
Transco Energy's gas trading activities was maaa tiffset by the reporting of 1995 natural gas regnky activities on a netargin basis (se
Note 15). Natural gas physical trading volumeséaased to 753.8 TBtu in 1995 compared to 147.8 TB994, primarily from the effect «
the Transco Energy acquisition. Operating profitégased $29.5 million from $500,000 in 1994. Trgdactivities' operating profit increased
$34 million, attributable primarily to income readgion from long-term natural gas supply obligagand no-notice service provided to local
distribution companies. Included in trading actestis a price-risk management adjustment of $#ianifrom the valuation of certain natural
gas supply and sales contracts previously excléred trading activities. These increases were allytoffset by $6 million of loss
provisions, primarily accruals for contract disgjtend increased costs of supporting its informagiervices business. As a result of Williams
Energy Services' price-risk management and tradtigities, it is subject to risk from changes imeegy commaodity market prices, the
portfolio position of its financial instruments anckdit risk. Williams Energy Services managepdgfolio position by making commitments
which manage risk by maintaining its portfolio witkestablished trading policy guidelines.

Williams Pipe Line's revenues (including WilliamedEgy Ventures) increased $39.5 million, or 13 petcdue to an increase in
transportation and non-transportation revenue®ahflion and $30.5 million, respectively. Shipmgntvhile 7 percent higher than 1994,
were reduced by the November 1994 fire at our tloekling rack and unfavorable weather conditionthanfirst half of 1995. The average
transportation rate per barrel and average lenfgtiawa were slightly below 1994 due primarily tooster haul movements. The increase in
non-transportation revenues reflects $84 millianfrthe acquisition of Pekin Energy in August 1988 acreased gas liquids operations of
$16 million, largely offset by $62 million relatéd lower petroleum-product services due to adveraeket conditions and a $15 million
decrease in refined- product sales due to the ulnhitdy of certain refined-product supplies. Cosind expenses increased $22 million, or 8
percent, due primarily to increased operating egpsmssociated with transportation and non-tratespmr activities. Operating profit
(including Williams Energy Ventures) increased Blnillion, or 34 percent, due primarily to highearisportation revenues of $9 million and
non-transportation activities of $8.8 million. Ntnansportation includes $3 million related to tloeguisition of Pekin Energy and the absence
of $5 million of costs in 1994 for evaluating anetefmining whether to build an oil refinery near
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Phoenix. Williams Energy Ventures' results improuwed995 with a $400,000 operating loss compareght$8.1 million operating loss in
1994.

WilTel's revenues increased $98.3 million, or 2Ecpat, due primarily to $30 million from new systr$28 million from existing system
enhancements and $37 million from contract mainteeamoves, adds and changes. These amounts inlbkigéect of the acquisitions of
BellSouth Communications Systems in March 1994 Jaukson Voice Data, completed in October 1994.riteber of ports in service at
December 31, 1995, has increased 14 percent asacedhim December 31, 1994. Costs and operatingnegpencreased $79 million, or 26
percent, due primarily to the increase in volumeailés and services. While the $11 million, or &Ecpnt, increase in selling, general and
administrative expenses is due primarily to higleeenues, the selling, general and administratipeese to revenue percent declined from
19.2 percent to 17.7 percent, reflecting betteedaging of the company's existing infrastructurpef@ting profit increased $9.4 million, or 50
percent, due primarily to increased activity in neyg@tem sales, enhancements to existing systenistemance and the full-year 1995 impact
of two 1994 acquisitions and cost control efforts.

WilTech Group's revenues increased $24 milliorl, 20 percent, due primarily to $15 million in highmrcasional and dedicated digital
television services revenues and the effect ofcguiaition during 1995. Billable minutes from ociceal service increased 110 percent and
dedicated service voice grade equivalent mileseatelnber 31, 1995, increased 50 percent as compitteBecember 31, 1994. The $6
million, or 22 percent, increase in cost of saled #ne $10 million increase in selling, general adthinistrative expenses reflects the overall
increase in sales activity and higher expenseddueloping additional products and services. Opegdbss decreased $8 million, or 71
percent, due to higher demand for WilTech Groujggal television services, which produced volursefficient to result in operating profit
for the fourth quarter.

General corporate expenses increased $9.7 mitios primarily to a $6.4 million increase in chasleacontributions, including $5 million to
The Williams Companies Foundation. Interest accinerkased $132.1 million, due primarily to thel$ifion outstanding debt assumed as a
result of the Transco Energy acquisition. Intecagtitalized increased $8.5 million, due primardyiricreased expenditures for gathering and
processing facilities and Northwest Pipeline's egan projects. Investing income increased $441Bamj due primarily to interest earned on
the invested portion of the cash proceeds frons#he of Williams' network services operations idiidn to an $11 million increase in the
dividend from Texasgulf Inc. The 1995 loss on salfesssets results from the sale of the 15 peiliogerest in Texasgulf Inc. (see Note 5). -
1994 gain on sales of assets results from theof@g61,500 limited partner common units in NorthBorder Partners, L.P. The 1995 write-
off of project costs results from the cancellatidran underground coal gasification project in Wytgn(see Note 6). Other income (expense)
-- net in 1995 includes approximately $10 millidmainority interest expense associated with then$ca Energy merger, $4 million of
dividends on subsidiary preferred stock and $4ionilbf losses on sales of receivables, partialfgeifby $11 million of equity allowance for
funds used during construction (AFUDC). Other ineofexpense) -- net in 1994 includes a credit fo8 $4illion from the reversal of
previously accrued liabilities associated with agrtRoyalty Trust contingencies that expired. Atsduded is approximately $4 million of
expense related to Statement of Financial Accogrtandards (FAS) No. 112, "Employers' AccountimgHostemployment Benefits," whi
relates to postemployment benefits being paid tpleyees of companies previously sold.

The $20.3 million increase in the provision forange taxes on continuing operations is primarilgsult of higher pre-tax income, partially
offset by a lower effective income tax rate resigtirom $29.8 million of previously unrecognized tzenefits realized as a result of the sale
of Texasgulf Inc. (see Note 5) and an $8 milliocoime tax benefit resulting from settlements wittirtg authorities. The effective income 1
rate in 1995 is significantly less than the fedstatutory rate, due primarily to the previouslyagognized tax benefits realized as a result of
the sale of the investment in Texasgulf Inc., inedax credits from coal-seam gas production andgmtion of an $8 million income tax
benefit resulting from settlements with taxing awtities, partially offset by the effects of stateome taxes and minority interest. The
effective income tax rate in 1994 is lower thangteutory rate primarily because of income taxiitsefrom coal-seam gas production,
partially offset by state income taxes (see Note 7)
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On January 5, 1995, Williams sold its network seggioperations to LDDS Communications, Inc. fob$2llion in cash. The sale yielded an
after-tax gain of approximately $1 billion, whichreported as income from discontinued operatiBrier period operating results for the
network services operations are reported as dise@d operations (see Note 3).

The 1994 extraordinary loss results from the eaxljnguishment of debt (see Note 8). Preferredkstibadends increased $6.5 million as a
result of the May 1995 issuance of 2.5 million glsanf Williams $3.50 cumulative convertible preéefistock in exchange for Transco
Energy's $3.50 cumulative convertible preferredlsi@ee Note 14) in addition to the $3.5 millioemium on exchange of $2.21 cumulative
preferred stock for debentures.

1994 vs. 1993

Northwest Pipeline's revenues decreased $38 millio4 percent, as expanded firm transportatiovicewas more than offset by t
absence of natural gas sales following the foudtrigr 1993 implementation of FERC Order 636 ardirfillion resulting from the 1994
completion of contract-reformation surcharges. Tatainline throughput increased 9 percent. Firmgpsortation service increased due to a
mainline expansion, supported by 15-year firm tpantation contracts, being placed into service pnilA, 1993. Northwest Pipeline placed
new, increased transportation rates into effedlomember 1, 1994, and April 1, 1993, subject tamef The April 1, 1993, rates reflected the
new mainline expansion and straight-fixed-variabke design that moderates seasonal swings intogeravenues. Costs and operating
expenses decreased $43 million, or 32 percentpdomarily to the absence of natural gas purchasenves of $41 million and the completion
of contract-reformation amortization, slightly affsby increased operating expenses primarily relatehe full-year effect on 1994 of the
mainline expansion. Operating profit increased $8il8on, or 5 percent, due primarily to expandédftransportation service related to the
company's mainline system expansion.

Williams Natural Gas' revenues decreased $62.8omjlor 21 percent, primarily as a result of theaire of natural gas sales resulting from
implementation of FERC Order 636 on October 1, 199® decrease in revenues was partially offseheymplementation of new rates
required by the Order, direct billing of net pursid gas cost adjustment amounts of approximatélyn$lion and higher direct billing of
recoverable contract-reformation costs of approkétyeb17 million. Costs and operating expenseseatesad $67 million, or 30 percent,
primarily as a result of approximately $120 millilmwer gas purchase costs resulting from the implgation of FERC Order 636, partially
offset by the costs that were direct billed asuised above. Operating profit increased $7.8 mijlliw 19 percent, primarily as a result of the
full-year effect of new rates, implementation ofd®r 636 and the reversal of excess contract-refiwmaccruals recorded in other income --
net ($7.4 million in 1994 and $2.5 million in 199prtially offset by the absence of the regulargounting effect of an income tax rate
increase in 1993 (which was offset in income tapesse). FERC Order 636 utilizes a straight-fixedalde rate design that is applied to each
customer's annual firm contract demand for trartagion.

Williams Field Services Group's revenues decre&56db million, or 13 percent, due primarily to $nillion in lower natural gas sales
revenues as a result of the March 1993 sale ofdfil' intrastate natural gas pipeline system alatizd marketing operations in Louisiana
million in lower liquids revenues and lower averagecessing prices. Partially offsetting were high@thering and processing revenues of
$22 million and $8 million, respectively, from imased volumes of 13 percent and 21 percent, résglgcincreased other revenues in 1994
were offset by a 1993 favorable settlement invayimocessing revenues from prior periods. Costsopedating expenses decreased $59
million, or 21 percent, due primarily to lower neglgas purchases of $66 million and the effects fafvorable adjustment of an accrual
related to operating taxes, partially offset byh@igoperations, maintenance and depreciation egpatexpanded gathering facilities.
Operating profit increased $2.6 million, or 2 perzelue primarily to higher gathering and procegsialumes and a $4 million favorable
operating taxes adjustment, partially offset byn#iion of lower per-unit liquids margins, lower erage processing prices and higher
operations, maintenance and depreciation expessesiated with expanded facilities.
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Williams Energy Services' revenues decreased $8illibn, or 27 percent, due primarily to lower netligas sales volumes and prices of $45
million, lower refined-product trading margins athé $45 million effect of reporting these tradirgjigties on a "net margin" basis, effective
July 1, 1993. Costs and operating expenses decrefsgercent, due to lower natural gas purchasgved and prices of $46 million and the
$43 million effect of reporting refined-productdiag activities on a "net margin" basis, partiafjset by the cost of developing long-term
energy industry businesses. General and adminng&rakpenses increased 44 percent, reflectingdbts of establishing appropriate
administrative and project support groups to sgresving business activities. Operating profit wa®® 000 in 1994 compared to $7.9 mill

in 1993. Price-risk management services' resulimeed to be profitable but were lower by $6 miflin 1994 than 1993 because of reduced
gasoline and distillate margins and the effecboétion pricing differentials in refined-productading activities, partially offset by an
improvement in natural gas trading margins refterincreased volumes. Costs to develop long-terenggrindustry opportunities also
adversely affected operating profit. Results fraatunal gas marketing activities increased by $2ionilin 1994 compared to 1993.

Williams Pipe Line's shipments increased 9 peradund, primarily to new volumes resulting from thecBmber 1993 acquisition of a pipeline
system in southern Oklahoma. Revenues (includingjaiis Energy Ventures) increased $130.2 millian7® percent, due primarily to
higher shipments, increased gas liquids and fraatar operations of $30 million and petroleum segsiactivities of $106 million. The
slightly higher average transportation rate resuttemarily from longer hauls into the northernimegand overall increases in tariff rates,
effective December 1, 1994, and June 1, 1993 gilgrtffset by lower rates on shorter haul moveradrdm new business. Costs and
operating expenses increased $125 million, or 9depe, due primarily to gas liquids and fractiomaiperations, additional operating
expenses, petroleum services activities of $104amilind the cost of developing long-term energlustry businesses. Operating profit
(including Williams Energy Ventures) increased $hiflion, or 10 percent, reflecting $15 million froincreased shipments and a favorable
insurance settlement, partially offset by higheeraging and maintenance expenses. Operating pisditincludes $9 million of costs from
developing long-term energy industry investmentarpmities. Included in 1994's other income -- isetpproximately $5 million of costs for
evaluating and determining whether to build arrefinery near Phoenix.

WilTel's revenues increased $93.8 million, or 3icpat, due in large part to the March 31, 1994 uesition of BellSouth's customer
equipment sales and service operations in 29 statesvidenced by a 52 percent increase in the auaflports. Costs and operating expenses
and selling, general and administrative expensaeased 31 percent and 20 percent, respectivedytadilne increase in volume of equipment
sales and services. Operating profit increased &%million in 1994 from $9.5 million in 1993, prarily resulting from higher sales

volumes, partially offset by an increase in selliggneral and administrative expenses. Margins leest between 1994 and 1993, while
selling, general and administrative expenses a&@pt of revenue decreased in 1994 compared t& 199

WilTech Group's revenues and operating lossesd84 hnd 1993 are primarily from Vyvx, Inc.'s swigchfiber-optic television transmission
services. Results of Vyvx's operations improvedigicantly in 1994; however, the operations in bp#riods were not profitable as sufficient
volumes had not been achieved to support the infictsire in place. Revenues increased $6.5 milllod8 percent, in 1994 reflecting higher
occasional and dedicated digital television sesjig¢hich helped reduce operating losses 34 peficant$17 million in 1993 to $11.3 million

in 1994.

General corporate expenses decreased $10.4 miliifiacting lower supplemental retirement bengBee Note 9) and incentive
compensation accruals. Interest accrued decred&sédrillion, primarily because of lower effectiveérest rates, partially offset by higher
average borrowing levels. Interest capitalized el@sed $4.4 million, reflecting the completion ofrthavest Pipeline's mainline expansion,
which was placed in service April 1, 1993. Invegtincome decreased $15.6 million, due primariliotger investment levels and lower
equity earnings for Apco Argentina Inc., in additim the sale of a portion of Williams' interesiNorthern Border Partners, L.P. The 1994
gain on sales of assets results from the saled6fL3H00 limited partner common units in Northerrrd&w Partners, L.P. The gain on sales of
assets in 1993 results from the sale of 6.1 millioits in the Williams Coal Seam Gas Royalty Tiarstl the sale of the intrastate natural gas
pipeline system and other related assets in Lawasisee Note 6). Other income (expense)-- net
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in 1994 includes a credit for $4.8 million from theversal of previously accrued liabilities asstedawith certain Royalty Trust contingencies
that expired. Also included is approximately $4limil of expense related to FAS No. 112, "EmployAczounting for Postemployment
Benefits," which relates to postemployment benddfitimg paid to employees of companies previoudly. €ather income (expense)-- net in
1993 includes $6 million of expense accruals fatate costs associated with businesses previowodtly effset by $6 million of equity

AFUDC related to the Northwest Pipeline mainlinpaxsion.

The $30.9 million decrease in the provision forome taxes on continuing operations is primarilgsuft of lower pre-tax income and the
$15.8 million cumulative effect in 1993 of the Irpent increase in the federal income tax rate. difextive income tax rate in 1994 is lower
than the statutory rate, primarily because of inedax credits from coal-seam gas production, gdbridfset by state income taxes. The
effective income tax rate in 1993 is higher tham $tatutory rate, primarily because of the efféthe federal income tax rate increase and
state income taxes, partially offset by incomedsedits from coal-seam gas production (see Note 7).

The network services operations of Williams haverbpresented in the Consolidated Financial Statenasndiscontinued operations (see
Note 3). Income from discontinued operations mhesmtdoubled to $94 million. The increase reflec® gercent increase in switch

services minutes and a 24 percent increase intpriivee billable circuits. These increases mora thifiset a major carrier's long-expected
removal of traffic from Williams' system to the dar's expanded network. Income was also impacyeal decrease in interest accrued due to
the early extinguishment of network services' loaign debt. The effective income tax rate for bd@84.and 1993 is greater than the federal
statutory rate, due to the effect of state incoaxes.

The extraordinary loss results from early extingment of debt (see Note
8). Preferred stock dividends decreased, refle¢tiegedemption of 3,000,000 shares of outstan@ii§75 convertible exchangeable
preferred stock during the second quarter of 1888 (Note 14).

FINANCIAL CONDITION AND LIQUIDITY
Liquidity

Williams considers its liquidity to come from twouwgces: internal liquidity, consisting of availalglesh investments, and external liquidity,
consisting of borrowing capacity from available kamedit facilities, which can be utilized withdiirhitation under existing loan covenants.
At December 31, 1995, Williams had access to $7@&mof liquidity representing the available pion of its $800 million bank-credit
facility plus cash-equivalent investments. This panes with liquidity of $495 million at December,3B94, and $639 million at December
31, 1993. The increase in 1995 is due primarilst £200 million increase in the capacity of the barddit facility (see Note 13). In January
1996, Williams Holdings of Delaware, Inc., a whollwned subsidiary of Williams, filed a $400 millishelf registration statement with the
Securities and Exchange Commission and subsequssitigd $250 million of debt securities. During 39%/illiams filed a $300 million
shelf registration statement with the Securitied BRchange Commission, increasing the total amavailable to $400 million. The
registration statement may be used to issue Wiliaommon or preferred stock, preferred stock pwehights, debt securities, warrants to
purchase Williams common stock or warrants to pasehdebt securities. Williams does not anticipatenieed for additional financing
arrangements; however, Williams believes such gearents could be obtained on reasonable termequifres.

Williams had a net working-capital deficit of $766llion at December 31, 1995, compared with $17iamnlat December 31, 1994. Williams
manages its borrowings to keep cash and cash degpisat a minimum and has relied on bank-creditifi@s to provide flexibility for its
cash needs. As a result, it historically has rejgbriegative working capital. The increase in theking-capital deficit at December 31, 1995,
as compared to the prior year-end is primarilysalteof higher 1995 levels of accounts payable @awtued liabilities (see Note 12) and the
effect of the 1994 net assets of discontinued djper(see Note 3).

F-6



Terms of certain borrowing agreements limit transfefunds to Williams from its subsidiaries. Thestrictions have not impeded, nor are
expected to impede, Williams' ability to meet igsle requirements in the future.

Subsequent to December 31, 1995, Williams enterteda $205 million short-term borrowing agreemenfitance the purchase of the
remaining interest in Kern River Gas Transmissgee(Notes 5 and 13). During 1996, Williams expgcfmance capital expenditures,
investments and working-capital requirements thihocagsh generated from operations and the use $8@8 million bank-credit facility or
public debt/equity offerings.

Operating Activities

Cash provided by continuing operating activitieswi995 -- $829 million; 1994 -- $180 million; ah@93 -- $187 million. Accrued liabilities
increased, due primarily to the income tax and rdibbilities associated with the sale of the netwgervices operations in addition to the
acquisition of Transco Energy. The increases iriv@bles, inventory, other current assets, propetant and equipment, other noncurrent
assets and deferred charges, payables, long-tévtndigerred income taxes, and other liabilitiagsprily reflect the acquisition of Transco
Energy. In addition, the increase in receivables partially offset by a $56 million increase in theel of receivables sold. Cash provided by
discontinued operations was: 1994 -- $169 millamng 1993 -- $162 million.

Financing Activities

Net cash provided (used) by financing activitieswid95-- ($1.4) billion; 1994 -- $50 million; and 1993($220) million. Notes payable
decreased, reflecting the repayment of these magteghe proceeds from the sale of the networkises/operations. Long-term debt principal
payments net of debt proceeds were $610 milliomdut995. Longterm debt proceeds, net of principal payments amly extinguishment
debt were $24 million during 1994. Long-term debibgipal payments totaled $192 million during 1993.

On January 18, 1995, Williams acquired 60 percéfiransco Energy's outstanding common stock insh ¢ander offer for $430.5 million.
Williams acquired the remaining 40 percent of TcanBnergy's outstanding common stock on May 1, 1886ugh a merger by exchanging
the remaining Transco Energy common stock for apprately 10.4 million shares of Williams commondkwalued at $334 million.
Additionally, $2.3 billion in preferred stock anelat obligations of Transco Energy was assumed blyaWis. Williams made payments to
retire and/or terminate approximately $700 millafnTransco Energy's borrowings, preferred stoderast-rate swaps and sale of receivable
facilities. As part of the merger, Williams exchadgTransco Energy's $3.50 cumulative convertibddgored stock for Williams' $3.50
cumulative convertible preferred stock (see NotélBg cash portion of the acquisition and the paysto retire and/or terminate various
Transco Energy facilities were financed with thegereds from the sale of Williams' network serviopsrations (see Note 3).

During 1995, Williams exchanged 2.8 million shané#ts $2.21 cumulative preferred stock with a ganrg value of $69 million for 9.6
percent debentures with a fair value of $72.5 millisee Note 14).

The 1995 proceeds from issuance of common stodkdas $46.2 million from the sale of 1.2 millionesis of Williams common stock, held
by a subsidiary of Williams and previously classifias treasury stock in the Consolidated BalaneetSim addition to certain Williams
benefit plan stock purchases and exercise of siptkns under Williams' stock plans. The majorityttee proceeds from issuance of common
stock in 1994 and 1993 resulted from certain Whiliabenefit plan stock purchases and exercise ok stptions under Williams' stock plan
(see Note 14).

During 1994, Williams and one of its subsidiariesghased 13.8 million shares of Williams commorelston the open market for $407
million. Substantially all of the purchases wergficed with a $400 million bank-credit agreemantl995, the outstanding amounts under
the credit agreement were repaid from the proceéte sale of Williams' network services operasioand the credit agreement was
terminated.
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Williams also repurchased 258,800 shares of it2l$2umulative preferred stock on the open marke$6omillion in 1994.

During 1993, Williams called for redemption of 8000,000 shares of outstanding $3.875 convertikthangeable preferred stock.
Substantially all of the preferred shares were eaed into 7,600,000 shares of Williams commonlstoc

Long-term debt at December 31, 1995, was $2.Dhillcompared with $1.3 billion at December 31, 138 $1.6 billion at December 31,
1993. The increase in long-term debt is due priméwithe $2 billion outstanding debt assumed eesalt of the Transco Energy acquisition.
The long-term debt to debt-plus-equity ratio wasi4¥ercent at year-end, compared with 46.5 pei@ethtd8.2 percent at December 31, 1994
and 1993, respectively. Included in long-term dkle within one year at December 31, 1994, was $38ion outstanding under Williams'
revolving credit loan.

See Note 8 for information regarding early extirsfpment of debt by Williams and one of its subsidmaduring 1994.
Investing Activities

Net cash provided (used) by investing activitieswi®95-- $585 million; 1994 -- ($427) million; and 1993($277) million. Capital
expenditures of pipeline subsidiaries, includinthgaing and processing facilities, primarily to arpl and modernize systems, were $734
million in 1995; $272 million in 1994; and $405 fwh in 1993. Capital expenditures for discontinugerations were $143 million and $101
million in 1994 and 1993, respectively, primarityéxpand and enhance Williams' network servicesatipes network. Expenditures in 1995
include Transcontinental Gas Pipe Line and Nortlhwgseline's expansions as well as expansion diegiatg and processing facilities.
Expenditures in 1994 include Northwest Pipelindditonal mainline expansion and the expansionasfous gathering and processing
facilities. Expenditures in 1993 include the contipie of Northwest Pipeline's first mainline exparsand the expansion of various gathering
and processing facilities. Budgeted capital expeinels and acquisitions for 1996 are approximatél ®illion, primarily to expand pipeline
systems and gathering and processing facilitigzaed the telecommunications network and acquireeimining interest in Kern River Gas
Transmission.

During 1995, Williams received proceeds of $124ionlfrom the sale of its 15 percent interest ikxdggulf Inc. (see Note 5). During 1994,
Williams received net proceeds of $80 million frame sale of limited partner units in Northern BarBartners, L.P. During 1993, Williams
received net proceeds of $113 million from the sdl&.1 million units in the Williams Coal Seam GRsyalty Trust. In addition, Williams
sold its intrastate natural gas pipeline systemathdr related assets in Louisiana for $170 mil(ee Note 6).

During 1995, in addition to the Transco Energy asitjon (see Note 2), Williams acquired the Gas @any of New Mexico's natural gas
gathering and processing assets in the San JuaPeandan basins for $154 million (including approztely 10 percent of which was
immediately sold to a third party) and Pekin Ene@gy, the nation's second largest ethanol prodéfme$167 million in cash.

EFFECTS OF INFLATION

Williams has experienced increased costs in regsnts due to the effects of inflation. However,ragpmately 55 percent of Williams'
property, plant and equipment was acquired or coagd during 1995, while the remainder was puretias constructed since 1982, a pe
of relatively low inflation. A substantial portiasf Williams' property, plant and equipment is subj® regulation, which limits recovery to
historical cost. While Williams believes it will @lowed the opportunity to earn a return basetheractual cost incurred to replace existing
assets, competition or other market factors mait time ability to recover such increased costs.
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ENVIRONMENTAL

Williams is a participant in certain environmeraativities in various stages involving assessmgutiss, cleanup operations and/or remedial
processes. The sites, some of which are not clyrewned by Williams (see Note 17), are being maratl by Williams, other potentially
responsible parties, U.S. Environmental Protecligancy (EPA), or other governmental authoritiea icoordinated effort. In addition,
Williams maintains an active monitoring program itsrcontinued remediation and cleanup of certaés<onnected with its refined products
pipeline activities. Williams has both joint andseeal liability in some of these activities andesoésponsibility in others. Current estimates of
the most likely costs of such cleanup activitidergpayments by other parties, are approximat8f /illion, all of which is accrued at
December 31, 1995. Williams expects to seek regovkapproximately $72 million of the accrued castough future rates. Williams will
fund these costs from operations and/or availabdigkizredit facilities. The actual costs incurredl deépend on the final amount, type and
extent of contamination discovered at these ditesfinal cleanup standards mandated by the ER#har governmental authorities, and of
factors.

SUBSEQUENT EVENTS

In January 1996, the Williams Board of Directorsregased the quarterly cash dividend on Williams room stock to $.34 per share, a 25.9
percent increase over the previous amount.
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REPORT OF INDEPENDENT AUDITORS

To The Stockholders of
The Williams Companies, Inc.

We have audited the accompanying consolidated balsineet of The Williams Companies, Inc. as of Ddwsr 31, 1995 and 1994, and the
related consolidated statements of income, stodiens| equity, and cash flows for each of the tlyesas in the period ended December 31,
1995. Our audits also included the financial statieinschedules listed in the Index at Item 14(agsEHfinancial statements and schedules are
the responsibility of the Company's management.résponsibility is to express an opinion on thésarfcial statements and schedules based
on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgeedbhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatem@naudit includes examining, on a test
basis, evidence supporting the amounts and digeesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenéspects, the consolidated financial posi
of The Williams Companies, Inc. at December 31,5188d 1994, and the consolidated results of itsatjpes and its cash flows for each of
the three years in the period ended December 3B, 18 conformity with generally accepted accougiminciples. Also, in our opinion, the
related financial statement schedules, when coreside relation to the basic financial statemeakeh as a whole, present fairly in all
material respects the information set forth therein

ERNST & YOUNG LLP

Tulsa, Oklahoma
February 9, 1996

F-11



THE WILLIAMS COMPANIES, INC.

CONSOLIDATED STATEMENT OF INCOME

Revenues:
Williams Interstate Natural Gas Systems (Note 4).

YEARS ENDED DECEMBER 31,

1995

1994~

1993*

(MILLIONS, EXCEPT PER-SHARE AMOUNTS)

............ $1,431.1 $ 469.8 $ 570.6

Williams Field Services Group........ccoeeeeeeeee L 591.8 375.7 432.2
Williams Energy Services (Note 15).......ccc..... . ... 85.8 263.7 360.8
Williams Pipe Line.....cccooovveevveveveneeens L 350.2 310.7 180.5
WIITEl e 494.9 396.6 302.8
WilTech Group....cccccvviieeeiiieiecieeeeeee L 44.0 20.0 135
Other. i 17.4 - -
Intercompany eliminations (Note 16)......c...... ... (159.5) (85.4) (67.0)

Total revenues........cccceeevvccvees 2,855.7 1,751.1 1,793.4
Profit-center costs and expenses:

Costs and operating eXpenses......ccoccveeeeeeeee e, 1,700.7 1,187.7 1,283.9
Selling, general and administrative expenses..... 488.8 229.2 203.2
Other income -- Net........coccvveieiiiieeennne (4.5) (8.1) (7.8)

Total profit-center costs and expenses... ... 2,185.0 1,408.8 1,479.3

Operating profit (loss):
Williams Interstate Natural Gas Systems (Note 4). 389.7 152.9 139.8
Williams Field Services Group 157.6 129.3 126.7
30.0 5 7.9
............ 69.8 52.0 47.2
28.3 18.9 9.5
(3.3) (11.3) (17.0)
(1.4) - -

Total operating profit......cccceeeeee.. L 670.7 342.3 314.1
General corporate eXpenses........ccooveveeveveee L (37.7) (28.0) (38.4)
Interest accrued.................. L (277.9) (145.8) (151.2)
Interest capitalized........ccccccevvvveeeeneeee. L 14.5 6.0 10.4
Investing income (Note 5)......ccceeceeeeevceeeee L 93.9 49.6 65.2
Gain (loss) on sales of assets (Notes 5 and 6)..... ... (12.6) 22.7 97.5
Write-off of project costs (Note 6)......ccccoeeeee. L (41.4) -- --
Other income (expense) -- Net......ccccceevcceee. e (8.1) (-2) 4
Income from continuing operations before income tax €S..vennn.. 401.4 246.6 298.0
Provision for income taxes (Note 7)....ccccceeeeee. L 102.0 81.7 112.6
Income from continuing operations........ccccc...... L 299.4 164.9 185.4
Income from discontinued operations (Note 3)....... ... 1,018.8 94.0 46.4
Income before extraordinary loss.......ccooceeeeee.. L 1,318.2 258.9 231.8
Extraordinary loss (Note 8).....cccccevvvveeeeee L - (12.2) -
NetinComMe......cocovveiiiiiie e 1,318.2 246.7 231.8
Preferred stock dividends (Note 14)......cccccceee. L 15.3 8.8 11.8

Income applicable to common stock..................

............ $1,302.9 $ 2379 $ 220.0

* Reclassified as described in Note 1.
See accompanying notes.
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THE WILLIAMS COMPANIES, INC.
CONSOLIDATED STATEMENT OF INCOME -- (CONCLUDED)

YEARS ENDED DECEMBER 31,

1995 1994 1993

Primary earnings per common and common-equivalent s hare
(Notes 1, 3 and 8):
Income from continuing operations................ e $ 278 $1.52 $1.74
Income from discontinued operations............... .. 999 .92 .46
Income before extraordinary loss....
Extraordinary l0SS..........ccooovvviiiviinennns

- (12) -

Net inCome..........oooovvvviiiiiiiiieeeeee

Fully diluted earnings per common and common-equiva lent share
(Notes 1, 3 and 8):
Income from continuing operations................ e $ 276 $1.52 $1.71
Income from discontinued operations............... L. 9.72 .92 45
Income before extraordinary 10ss.................
Extraordinary 10SS.........cccovuvereeiiinnnn. - (12) -

Netincome.......cccoovvvveciiiiiiiiiiceeee,

See accompanying notes.
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THE WILLIAMS COMPANIES, INC.

CONSOLIDATED BALANCE SHEET

Current assets:
Cash and cash equivalents
Receivables less allowance of $11.3 ($7.9 in 1994
Transportation and exchange gas receivable.......
Inventories (Note 10)........cccoccveeeerninns
Net assets of discontinued operations (Note 3)...
Deferred income taxes (Note 7)...................

Total current assets...........ccue....
Investments (NOte 5)......cceevevveeeereiiiiinnns
Property, plant and equipment -- net (Note 11).....
Other assets and deferred charges..................

Total assetS......cccccvvveeeeieriennnns

LIABILITIES AND

Current liabilities:

ASSETS

DECEMBER 31,

(DOLLARS IN MILLIONS,
EXCEPT PER-SHARE AMOUNTS)

... $ 904
525.0
152.3
189.0

213.9
173.2

1,343.8
307.6

$ 36.1
443.1
9.2
112.3
743.6
57.1

STOCKHOLDERS' EQUITY

Notes payable (Note 13).........cccceevuveennen. - $ 507.0
Accounts payable (Note 12) 472.0 205.8
Transportation and exchange gas payable.......... 127.8 16.7
Accrued liabilities (Note 12).................... 1,130.2 361.4
Long-term debt due within one year (Note 13)..... 319.9 383.0
Total current liabilities................~— 2,0499 1,473.9
Long-term debt (NOte 13)....cccevvvviviiiiicees e 2,874.0 1,307.8
Deferred income taxes (NOte 7)....cccceeevcceceees e 1,568.2 662.9
Other liabilitieS......ccoovveiiiiiiiicieieeeees e 815.6 276.0
Contingent liabilities and commitments (Note 17)
Stockholders' equity (Note 14):
Preferred stock, $1 par value, 30,000,000 shares authorized,
3,739,452 shares issued in 1995 and 4,000,000 shares issued in
1994 i e 173.5 100.0
Common stock, $1 par value, 240,000,000 shares au thorized,
105,337,948 shares issued in 1995 and 104,401, 819 shares issued in
1994 e e 105.3 104.4
Capital in excess of par value................... 1,051.1 991.0
Retained earnings (Note 13) . 1,915.6 716.5
Unamortized deferred compensation................ (2.3) (1.3)
3,243.2 1,910.6
Less treasury stock (at cost), 1,573,203 shares o f common stock in
1995 and 13,516,994 shares of common stock in 1994, 401,600 shares
of preferred stock in 1995 and 258,800 shares of preferred stock
IN1994 ...t e (56.1)  (405.1)
Total stockholders' equity......cc....... . 3,187.1  1,505.5
Total liabilities and stockholders' equit Yoot $10,494.8 $5,226.1

See accompanying notes.
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THE WILLIAMS COMPANIES, INC.

CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY

CAPITAL
IN UNAMORTIZED
PREFERRED COMMON EXCESS OF RETAINED DEFERRED TREASURY
STOCK STOCK PARVALUE EARNINGS COMPENSATION STOCK TOTAL
(MILLIONS)

Balance, December 31, 1992........... $ 2500 $ 923 $ 7554 $ 4213 $ (7) $ -- $1,5183
Net income -- 1993................... - -- - 231.8 - - 2318
Cash dividends --

Common stock ($.78 per share)...... - -- - (77.6) - - (77.6)

Preferred stock (Note 14).......... - - - (11.8) - - (11.8)
Issuance of shares -- 3,174,439

COMMON.....eviiiiieeniieee s - 3.2 55.2 - 1.7) - 56.7
Conversion of preferred stock (Note

1) TR (150.0) 7.6 141.8 -- - - (.6)
Tax benefit of non-qualified stock

option eXercises........cceeeunns - -- 6.7 -- - - 6.7
Amortization of deferred

compensation.............ceeeenes - -- - - 5 - 5
Balance, December 31, 1993........... 100.0 103.1 959.1 563.7 (1.9) - 1,724.0
Net income -- 1994................... - -- - 246.7 - - 246.7
Cash dividends --

Common stock ($.84 per share)...... - -- - (85.1) - - (85.1)

Preferred stock (Note 14).......... - - - (8.8) - - (8.8)
Issuance of shares -- 1,596,409

COMMON.....ceieiiiieeiiiieeniinns - 1.3 30.1 - (1.3) 8.1 38.2
Purchase of treasury stock --

Common 13,790,089 - - - - - (406.8) (406.8)

Preferred 258,800.................. - - - - - (6.4) (6.4)
Tax benefit of non-qualified stock

option eXercises........cceeeunns - -- 1.8 -- - - 1.8
Amortization of deferred

compensation.............ceeeeees - -- - - 1.9 - 1.9
Balance, December 31, 1994........... 100.0 104.4 991.0 716.5 (1.3) (405.1) 1,505.5
Net income -- 1995................... - - - 1,318.2 -- - 1,318.2
Cash dividends --

Common stock ($1.08 per share)..... - -- - (107.2) -- - (107.2)

Preferred stock (Note 14).......... - - - (11.9) - - (11.9)
Issuance of shares --

12,879,920 common.................. - .9 58.8 - 1.7) 352.7 410.7

2,500,000 preferred................ 142.5 - - -- - - 142.5
Exchange of shares for debentures --

2,760,548 preferred (Note 14)...... (69.0) - (3.5) - - - (72.5)
Purchase of treasury stock --

142,800 preferred.................. - - - - - B7 @7
Tax benefit of non-qualified stock

option eXercises........cceeeunns - -- 4.8 -- - - 4.8
Amortization of deferred

compensation.............ceeeeees - -- - - 7 - 7

Balance, December 31, 1995........... $ 1735 $ 105.3 $1,051.1 $1,915.6 $(2.3) $ (56.1) $3,187.1

See accompanying notes.

F-15



Operating Activities:
Net income.................

Adjustments to reconcile to cash provided from op

Discontinued operati
Extraordinary loss....

THE WILLIAMS COMPANIES, INC.

CONSOLIDATED STATEMENT OF CASH FLOWS

ONS.....cooiins

Depreciation and depletion....................
Provision for deferred income taxes...........
Write-off of project costs...........c.......

(Gain) loss on sales

(Gain) loss on sale of investments
Changes in receivables sold...........

of property, plant and eq

Changes in receivables.............ccccc.....

Changes in inventories...........c.ccceeueee

Changes in other current assets...............

Changes in accounts payable...................

Changes in accrued liabilities................

Net change in non-current unrealized trading a
liabilities..........ccoocvveeiiiee

Other, including changes in non-current assets
liabilities.........cccooveiiiiiiee

Net cash provided by continuing operation
Net cash provided by discontinued operati

Net cash provided by operating activities

Financing Activities:
Proceeds from notes payable......................
Payments of notes payable......
Proceeds from long-term debt..
Payments of long-term debt......................
Proceeds from issuance of common stock...........
Purchases of treasury stock.............cc.......
Dividends paid...........ccoocvvviriiienennennn.
Subsidiary preferred stock redemptions...........
Other —- Net.......cooviiieiiiiieiee e

Net cash provided (used) by financing act

Investing Activities:
Property, plant and equipment:
Capital expenditures:
Continuing operations..............cc.......
Discontinued operations.....................
Proceeds from sales..........cccccevuveeenn.

Changes in accounts payable and accrued liabil
Acquisition of businesses, net of cash acquired..

Proceeds from sales of businesses................

Income tax and other payments related to disconti

OPErationS.........cceeveveeeeeeiiiieeeaans
Proceeds from sales of investments...............
Purchase of investments..........c.cccceeeen.
Purchase of note receivable.
Other == Net....ccveieeiiiiiiccciieeen

Net cash provided (used) by investing act

Increase (decrease) in cash and cash equi

Cash and cash equivalents at beginning of year.....

Cash and cash equivalents at end of year...........

* Reclassified to conform to current classification

See accompanying note

YEARS ENDED DECEMBER 31,

1995 1994 1993

(MILLIONS)
............ $1,318.2 $246.7 $231.8
erations:
............ (1,018.8) (94.0) (46.4)
............ - 12.2 -
............ 369.4 150.3 137.8
............ 125.4 25.8 8.1
............ 41.4 - -
uipment..... (2.1) .9 (102.0)
............ 12.6 (22.7) -
............ 55.9 - (94.7)
............ 33.2 (175.00 99.9
............ 11.9 10.2 (.8)
............ (10.2) (2.8) (16.9)
............ (6.5) 20.7 (37.6)
............ (3.3) 8.1 (43.2)
ssets and
............ (72.9) (2.4) -
and
............ (25.5) 1.6* 50.9
Serreerinns 828.7 179.6 186.9
ons......... -- 169.4* 162.6
............ 828.7 349.0 3495
............ 116.8 507.0 --
............ (623.8) - -
............ 399.0 480.0 --
............ (1,009.4) (456.5) (192.2)
............ 78.1 26.4 63.4
............ (3.7) (413.2) -
............ (119.1) (93.9) (89.4)
............ (193.7) - (1.9)
............ (3.5) - (.2)
ivities..... (1,359.3) 49.8* (220.3)
............ (827.5) (325.5) (428.3)
............ - (142.8) (100.8)
............ 28.2 1.6 2954
ities....... (5.2) 19.1 (48.4)
............ (858.9) (56.5) -
............ 2,588.3 - -
nued
............ (350.4) (1.5) (1.9
............ 125.1 80.6 8.8
............ 49.7) (3.3) -
............ (75.1) - -
............ 10.1 1.3 (2.0)
ivities..... 584.9 (427.0) (277.2)
valents..... 54.3 (28.2) (148.0)

36.1 64.3 2123

$ 904 $ 36.1 $ 643
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THE WILLIAMS COMPANIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1 -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIE S
Nature of operation

The Williams Companies, Inc. (Williams) operatiare located in the United States and consist pifiynairthe following: five interstate
natural gas pipelines located in the eastern, mitis@ulf Coast, midwest and northwest regionsyr@digas gathering and processing
facilities in the rocky mountain, midwest and G@lfast regions; energy trading throughout the Urfdedes; petroleum products pipeline in
the midwest region; and national data, voice adéwicommunication products and services. Additianfarmation about these businesses is
contained throughout the following notes.

Basis of presentation

Revenues and operating profit amounts include peeading results of Transco Energy Company (Traiswergy) since its January 18, 1995,
acquisition by Williams (see Note 2). The transgtioh operations from Transco Energy's two intéestetural gas pipelines are reported
separately within Williams Interstate Natural Gast®ms (see Note 4). Transco Energy's gas gathepegtions are included as part of
Williams Field Services Group, and Transco Energg's marketing operations are included in Willidggngrgy Services.

Revenues and operating profit amounts for 19941898 have been reclassified to conform to curreat glassifications. Commaodity price-
risk management and trading operations and enelgyed information services operations are includadilliams Energy Services. Liquid
fuels operations are reported as part of Willianpe Rine and continue with the Williams Energy Mems name. In addition, certain natural
gas marketing operations formerly reported as @a¥illiams Field Services Group are included inlN@ms Energy Services. The WilTech
Group, which owns a national fiber-optic networlgsapreviously reported in other revenues and opegratofit.

Principles of consolidation

The consolidated financial statements include tw@ants of Williams and its majority-owned subsiiia. Companies in which Williams and
its subsidiaries own 20 percent to 50 percent@fibting common stock, or otherwise exercise sigfficinfluence over operating and
financial policies of the company, are accountedifader the equity method.

Use of estimates

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the amounts reportdtkigonsolidated financial statements and accopipamotes. Actual results could differ
from those estimates.

Cash and cash equivalents

Cash and cash equivalents include demand and gpesds, certificates of deposit and other marketabcurities with maturities of three
months or less when acquired.

Transportation and exchange gas imbalances

In the course of providing transportation servimesustomers, the natural gas pipelines may reabfferent quantities of gas from shippers
than the quantities delivered on behalf of thospmErs. Additionally, the pipelines and other Wittis subsidiaries transport gas on various
pipeline systems which may deliver different quéesiof gas on their behalf than the quantitiegasf received. These transactions result in
gas transportation and exchange imbalance recewalnld payables which are recovered or repaidsim aa
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THE WILLIAMS COMPANIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)

through the receipt or delivery of gas in the fatuettlement of imbalances requires agreementeeetihe pipelines and shippers as to
allocations of volumes to specific transportationttacts and timing of delivery of gas based orrat@nal conditions. Transcontinental Gas
Pipe Line's imbalances predating August 1, 199 paing recovered or repaid in cash or throughaheipt or delivery of gas upon
agreements of allocation.

Inventory valuation

Inventories are stated at cost, which is not ireeg®f market, except for those held by Williamsrgyg Services which are stated at market.
Inventories of natural gas are determined usindasiein, first-out (LIFO) method by TranscontinehGas Pipe Line and the average-cost
method by other subsidiaries. Except for WilliammeEy Services, inventories of petroleum produntsd@termined using average cost. The
cost of materials and supplies inventories is deitged using the first-in, first-out method (FIFQ) WilTel and principally using the average-
cost method by other subsidiaries.

Property, plant and equipment

Property, plant and equipment is recorded at &epreciation is provided primarily on the straigihe method over estimated useful lives.
Gains or losses from the ordinary sale or retirdmoéproperty, plant and equipment for regulatguefine subsidiaries are credited or charged
to accumulated depreciation; other gains or loasesecorded in net income.

Treasury stock

Treasury stock purchases are accounted for undaros$t method whereby the entire cost of the aedustock is recorded as treasury stock.
Gains and losses on the subsequent reissuancaretsire credited or charged to capital in exciegarovalue using the average-cost method.

Revenue recognition

Revenues generally are recorded when serviceshiereperformed or products have been deliverediawig Pipe Line bills customers
when products are shipped and defers the estimetedues for shipments in transit. Williams intetstatural gas pipelines recognize
revenues based upon contractual terms and theddlainsportation volumes through month-end. Tpgsslines are subject to Federal
Energy Regulatory Commission (FERC) regulations acdordingly, certain revenues are subject toiplesseefunds pending final FERC
orders. Williams records rate refund accruals baseshanagement's estimate of the expected outcbthese proceedings.

Commodity price-risk management activities

Williams Energy Services enters into energy-reldieahncial instruments (forward contracts, futucestracts, option contracts and swap
agreements) to provide price-risk management ses\ie its third-party customers. This subsidiaspanters into short- and long-term
energy-related purchase and sale commitments aeffts trading business. All of these investmearid commitments are valued at market
and are recorded in other current assets, othetsaassd deferred charges, accrued liabilities dimelr diabilities in the Consolidated Balance
Sheet. The resulting change in unrealized markesgmd losses is recognized in income currenttyigamecorded as revenues in the
Consolidated Statement of Income. Such market sadve subject to change in the near term and teflanagement’s best estimate of ma
prices considering various factors including clgséixchange and over-the-counter quotations, tinestef the contract, credit considerations,
time value and volatility factors underlying thesfimns.

Williams Energy Services reports sales of natusal, gefined products and crude oil net of the eelabsts to purchase such items, consistent
with mark-to-market accounting for such trading\aties.
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THE WILLIAMS COMPANIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)

Other Williams operations enter into energy-reldtadncial instruments (primarily futures contragaiption contracts and swap agreements)
to hedge against market price fluctuations of @@itammodity inventories and sales and purchasewtments. Unrealized and realized
gains and losses on these hedge contracts areetkéard recognized in income when the related heidgm is recognized. These contracts
are evaluated to determine that there is a higretadion between changes in the market value ohéugye contract and fair value of the
hedged item.

Capitalization of interest

Williams capitalizes interest on major projectsidgrconstruction. Interest is capitalized on boredwunds and, where regulation by the
FERC exists, on internally generated funds. Thesrased by regulated companies are calculateccordance with FERC rules. Rates used
by unregulated companies approximate the averageest rate on related debt. Interest capitalizethternally generated funds is includec
other income (expense) -- net.

Income taxes

Williams includes the operations of its subsidigiire its consolidated federal income tax returnfelred income taxes are computed using the
liability method and are provided on all temporéifferences between the financial basis and thé#asxs of Williams' assets and liabilities.

Earnings per share

Primary earnings per share are based on the stime efverage number of common shares outstandinganchonshare equivalents resulti
from stock options and deferred shares. Fully ddwtarnings per share for 1995 assumes conversiba §3.50 convertible preferred stock
into common stock effective May 1, 1995. Shareslus@etermination of primary earnings per shaeeaa follows (in thousands): 1995 --
102,046; 1994 -- 102,470; and 1993 -- 99,911. Shased in determination of fully diluted earnings phare are as follows (in thousands):
1995 -- 104,853; 1994 -- 102,502; and 1993 -- 10B,1

NOTE 2 -- TRANSCO ENERGY ACQUISITION

On January 18, 1995, Williams acquired 60 percéfiransco Energy's outstanding common stock insh ¢ander offer for $430.5 million.
Williams acquired the remaining 40 percent of TcanBnergy's outstanding common stock on May 1, 1886ugh a merger by exchanging
the remaining Transco Energy common stock for apprately 10.4 million shares of Williams commondktoalued at $334 million. The
acquisition is accounted for as a purchase witpé@ent of Transco Energy's results of operatinasided in Williams' Consolidated
Statement of Income for the period January 18, 1886ugh April 30, 1995, and 100 percent includedinning May 1, 1995. The purchase
price, including transaction fees and other relatests, is approximately $800 million, excluding3Billion in preferred stock and debt
obligations of Transco Energy. The acquired assaddiabilities have been recorded based on anatltin of the purchase price with
substantially all of the cost in excess of TranBoergy's historical carrying amounts allocatedrapprty, plant and equipment of the two
interstate natural gas pipeline systems. The casiop of the acquisition was financed with thegeeds from the sale of Williams' network
services operations (see Note 3).

Transco Energy was engaged primarily in the nagaalpipeline and natural gas marketing busine¥gidigams has sold substantially all of
Transco Energy's coal operations, coalbed methapegies and certain pipeline and gathering ofmerst Results of operations and changes
in the carrying amount of these businesses duhiednolding period and from the ultimate disposiiane reflected in the purchase price and
are not material.
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THE WILLIAMS COMPANIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)

In connection with the acquisition, Williams madeyments to retire and/or terminate approximateQ0&million of Transco Energy
borrowings, preferred stock, interest-rate swapksate of receivable facilities. As a part of therger, Williams exchanged Transco Energy's
$3.50 preferred stock for Williams' $3.50 preferstock.

The following unaudited pro forma information comés the results of operations of Williams and TearSnergy as if the purchase of 100
percent of Transco Energy occurred January 1, 1994.

UNAUDITED

(MILLIONS, EXCEPT
PER-SHARE AMOUNTS)

REVENUES....cviiiiiiiiiie e e, $2,916.4 $2,660.3
Income from continuing operations........ccccceee.. L 314.4 191.0
Income before extraordinary l0SS......cccccceeeeee. L 1,333.2 285.0
NetinCOME....cooviiiiiiiiiiieee e e, 1,333.2 272.8
Primary earnings per share:

Income from continuing operations................. ... 2.93 1.77

Income before extraordinary loss......cccoeeeeee. L 12.92 2.69

NetinCOMEe.....ccovviiiiiiiiiie e e 12.92 2.57
Fully diluted earnings per share:

Income from continuing operations.........cc..... . ... 2.90 1.77

Income before extraordinary loss......cccoeeeeee. 12.62 2.69

NetinCOMe.....ccovvciiiiiiic e e 12.62 2.57

Pro forma financial information is not necessaitilglicative of results of operations that would haeeurred if the acquisition had occurrec
January 1, 1994, or of future results of operatifithe combined companies.

NOTE 3 -- DISCONTINUED OPERATIONS

On January 5, 1995, Williams sold its network segioperations to LDDS Communications, Inc. (LDES)$2.5 billion in cash. The sale
yielded a gain of $1 billion (net of income taxésapproximately $732 million) which is reportediasome from discontinued operatiol
Prior period operating results for the network gms operations are reported as discontinued apesatinder the terms of the agreement,
Williams retained Williams Telecommunications Sysg Inc. (WilTel), a national telecommunicationsigenent supplier and service
company, and Vyvx, Inc. (included in WilTech Groughich operates a national video network spediadiin broadcast television
applications.

Summarized operating results of discontinued ofmaratare as follows:

1994 1993
(MILLIONS)

REVENUES.....oocveieieiieiiceeeeeeeee e $921.8 $663.8
Operating profit.....ccccocveeeiviiiieeeeeeeee e 163.1  97.0
Provision for income taxes.......ccccccvvvcces e 60.9 32.2
Income from discontinued operations........c.c...... e 940 464

The assets and liabilities that were transferrddBS in the sale of the network services operatiare presented in the Consolidated Bal
Sheet on a net basis at December 31, 1994. Nesasssist of current assets ($86.5 million), mepprty, plant and equipment ($797.8
million), other assets and deferred charges ($1dlidn), less current liabilities ($218.3 milligmnd other liabilities ($66.7 million).
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THE WILLIAMS COMPANIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)

NOTE 4 -- WILLIAMS INTERSTATE NATURAL GAS SYSTEMS

REVE NUES OPERATING PROFIT
1995 1 994 1993 1995 1994 1993
(MILLIONS)
Northwest Pipeline........ ... $ 2552 $2 38.5 $276.5 $115.7 $104.1 $98.8
Williams Natural Gas 1743 2 313 2941 450 48.8 41.0
Transcontinental Gas Pipe Line.... 725.3 -- - 165.0 -
Texas Gas Transmission............ 276.3 -- - 64.0
$1,431.1 $4 69.8 $570.6 $389.7 $152.9 $139.8
NOTE 5 -- INVESTING ACTIVITIES
1995 1994
(MILLIONS)
Investments:
Kern River Gas Transmission Company, at equity (5 0%).....ccvee. $178.6 $179.4
Texasgulf INC. (15%)....cccevviiieieiiiieeeee e - 150.0
Other, at equity (varying ownerships from 3.2% to 50%)............ 84.2 497

Other, at COSt.....uuuiiiiiiiiiieeeeiiriiins

At December 31, 1995, certain equity investmentith & carrying value of $30.8 million, have a markalue of $81.5 million.

In 1995, Williams sold its 15 percent interest ex@sgulf Inc. for approximately $124 million in basvhich resulted in an after-tax gain of
approximately $16 million because of previouslyagugnized tax benefits included in the provisionificome taxes.

Subsequent to December 31, 1995, Williams acquiredemaining interest in Kern River Gas Transris€ompany for $205 million in

cash. The acquisition will be accounted for as elpase in 1996, and the excess purchase pricéevéllocated to property, plant and
equipment.

Summarized financial position and results of operatfor Kern River Gas Transmission Company aesgmted below.

1995 1994 1993

(MILLIONS)

CUITeNt @SSEtS......coerviriireneeeererinens ... $554 $ 983 $ 801
Non-current assets, principally natural gas

transmission plant...........ccccoeceeeennins ... 9945 1,026.3 1,028.7
Current liabilities.............ccoeeivviieeenns ... (473) (86.9) (62.1)
Long-term debt . (620.5) (643.2) (662.9)
Other non-current liabilities...................... ... (124.1) (109.5) (66.9)
Partners' equity........c.cccceveeveveeecveeennen. ... $258.0 $ 285.0 $ 316.9
REVENUES......cviiiiiiiiiiiiicse e ... $187.0 $ 179.0 $ 176.8
Costs and eXPEeNSES.........ccovuveeeeraiiereeennns ... 657 54.9 48.7
Net inCome.........cccoeviiiiiiiiiiiii, ... 380 38.1 42.1
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THE WILLIAMS COMPANIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)
Investing income from continuing operations:

1995 1994 1993

(MILLIONS)
INEIESt..uviivcie et . $37.2 $55 $10.0
Dividends.......cccovvviiiiiiiiiieeeeeeeeeeeee 16.1 45 5.6
Equity earnings.......ccoocevviiiieeiiiieeeee 40.6 39.6 49.6

$93.9 $49.6 $65.2

Dividends and distributions received from compami@sied on an equity basis were $44 million in3;943 million in 1994; and $39 millic
in 1993.

NOTE 6 -- ASSET SALES AND WRITE-OFF OF PROJECT COSTS

In the fourth quarter of 1995, the development cbmmercial coal gasification venture in soagtmtral Wyoming was canceled, resulting
$41.4 million pre-tax charge. This amount includégt management believes to be a reasonable estohhtture costs of $4 million to
reclaim the site, of which it is expected that @qgent to 70 percent will be incurred during 1986 the remainder over a five-year period.
Williams will perform the reclamation of the site ¢oordination with various governmental agencies expects to receive necessary
environmental releases and approvals upon complefithe reclamation.

In 1994, Williams sold 3,461,500 limited partnemzoon units in Northern Border Partners, L.P. Netpeds from the sale were
approximately $80 million and the sale resulted jre-tax gain of $22.7 million. As a result of #ae, Williams' original 12.25 percent
interest in Northern Border partnerships has bednaed to 3.2 percent.

In a 1993 public offering, Williams sold 6.1 miltiaunits in the Williams Coal Seam Gas Royalty T(Ustist), which resulted in net proceeds
of $113 million and a pre-tax gain of $51.6 milliorhe Trust owns defined net profits interesthim developed coal-seam properties in the
San Juan Basin of New Mexico and Colorado, whicteveenveyed to the Trust by Williams Production @amy. Ownership of an
additional 3.6 million units remains with Williams.

In March 1993, Williams sold its intrastate natugabk pipeline system and other related assetsuisiama for $170 million in cash, resulting
in a pre-tax gain of $45.9 million.

NOTE 7 -- PROVISION FOR INCOME TAXES
The provision (credit) for income taxes from contimg operations includes:

1995 1994 1993

(MILLIONS)
Current:
Federal.....ooooovviniiiiiiiiiceiceeeee $(26.5) $45.8 $84.1
State..ccccii e 3.1 101 20.4
(23.4) 55.9 1045
Deferred:
Federal....coooviviiiiieiiieee L 114.2 23.7 15.8
State..ccoc—— 11.2 2.1 (7.7)
1254 25.8 8.1
Total provision.......cccceveevvveevcveeiiieeeees $102.0 $81.7 $112.6
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Reconciliations from the provision for income taxgisibutable to continuing operations at the stagurate to the provision for income taxes
are as follows:

1995 1994 1993

(MILLIONS)
Provision at statutory rate........cccoceeeeeeeeee. L $140.5 $86.3 $104.3
Increases (reductions) in taxes resulting from:
Increase in statutory tax rate on beginning of ye ar
deferred tax balances...........cccoeeeeeee. L - - 15.8
State income taxes - 135 8.0 8.2
Coal-seam tax creditS.........ccoovvvvevcveeeee L (18.7) (14.9) (12.8)
Decrease in valuation allowance for deferred tax
ASSELS. . (29.8) - --
Reversal of prior tax accruals.......c..cccceee... L (8.0) - -
Other == Netuuveeeeeiiieeeeeeee 4.5 23 (2.9
Provision for income taxes........coccoeeeeeeeee. L $102.0 $81.7 $112.6

Deferred income taxes reflect the net tax effettemporary differences between the carrying amoohassets and liabilities for financial
purposes and the amounts used for income tax pespos

Significant components of deferred tax liabiliteasd assets as of December 31 are as follows:

1995 1994+
(MILLIONS)
Deferred tax liabilities:

Property, plant and equipment.................... $1,669.2 $704.6

INVeStMEeNtS.......cceeveevieiiiiiiiiiiiii, 96.9 81.9
(O 1= SRR 248.1 74.7
Total deferred tax liabilities........... . ... 2,014.2 861.2
Deferred tax assets:
Deferred revenues........ccccoovvevvvvvvvveees s 23.5 40.0
INVESIMENES. ..o s 31.3 55.9
Rate refunds............ccoooeviiiiiiiiiinn, 70.7 32.0
Accrued liabilities...... 226.4 64.2
Minimum tax credits.. 93.9 --
Other....c.ccocecvveeeecnen. 220.5 93.1
Total deferred tax assets......ccoeeeeeee. 666.3 285.2
Valuation allowance for deferred tax asse | ST 6.4 29.8
Net deferred tax assets.........cceeeeee.. L. 659.9 255.4
Net deferred tax liabilities..........ccccceeeeeee. L $1,354.3 $605.8

* Reclassified to conform to current classification
The valuation allowance for deferred tax assetsedsed $23.4 million and $1.7 million during 1991 4994, respectively.

Cash payments for income taxes are as follows: 199348 million, before refunds of $9 million; 199 $113 million, before refunds of $6
million; and 1993 -- $129 million.
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NOTE 8 -- EXTRAORDINARY LOSS

The extraordinary loss in 1994 resulted from earinguishment of debt. Williams and one of itssidlaries paid $316.7 million to redeem
higher interest rate debt for a $12.2 million restsl (net of a $7.7 million benefit for income taxes

NOTE 9 -- EMPLOYEE BENEFIT PLANS
Pensions

Williams maintains non-contributory defined-benginsion plans covering the majority of employ@&eefits are based on years of service
and average final compensation. Pension costsiadefl to satisfy minimum requirements prescribetheyEmployee Retirement Income
Security Act of 1974.

Net pension expense consists of the follow

1995 1994 1993

(MILLIONS)
Service cost for benefits earned during the year... ... $ 195 $139 $109
Interest cost on projected benefit obligation...... ... 401 218 21.1
Actual return on plan assets......ccccceeeveveeee. L (120.3) 3.1 (28.3)
Amortization and deferrals........ccocoeeevveeeeee. L 82.0 (24.2) 8.2
Settlement 10SS.....ccocevvvviieiieeeeeee - - 5.7
Net pension EXPeNSe......cccccvvvevvvveevveenees $ 213 $146 $17.6

Net pension expense:
Continuing operations..........ccccevvvveveeee. $ 21.3 $100 $14.9
Discontinued operations...........cooecevcceeeee L -- 4.6 2.7

$ 213 $146 $176

Included in net pension expense at December 3B,19@pproximately $8.9 million for the Transcoegy plans' participants.

During 1993, certain supplemental retirement plartipipants elected to receive lurspm benefits, which resulted in a settlement ldsk507
million.

The following table presents the funded statudefilans:

1995 1994
(MILLIONS)
Actuarial present value of benefit obligations:
Vested benefitS.....ccccvvveviiiiicneecs $422  $191
Non-vested benefits.......cccccvvveeenneeeeee 21 10
Accumulated benefit obligations.................. 201
Effect of projected salary increases............. 58
Projected benefit obligations............ccccc..... L 580 259
Assets at market value.........cccccevvccee 550 251
Assets less than projected benefit obligations..... 30 8
Unrecognized NetI0SS.....coovvieieeiiiiieeeee - (12)
Unrecognized prior-service CoStu.....cccccvveeeees s (11) (o)
Unrecognized transition asset.........cccoeeeeeeeee. s 4 5
Pension liability (ASS€t)....cccccovvvevcveeeeees e $23 $(9)
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At December 31, 1995, assets of two pension placsegled the projected benefit obligations with @saemarket value of $103 million and
projected benefit obligations of $57 million. At @amber 31, 1994, assets of two other pension glareeded the projected benefit
obligations with assets at market value of $238ianiland projected benefit obligations of $233 riil

Included in the net pension liability at Decembgy B995, is approximately $32 million for the peigiants of the Transco Energy plans.
Williams has retained all liabilities and obligat®of its network services operations' plan paotiots up to the date of sale (see Note 3).

The discount rate used to measure the present ghhenefit obligations is 7 1/4 percent (8 1/2geert in 1994); the assumed rate of increase
in future compensation levels is 5 percent; ancettpected long-term rate of return on assets jget@ent. Plan assets consist primarily of
commingled funds and assets held in a master fhstmaster trust is comprised primarily of doneeatid foreign common and preferred
stocks, corporate bonds, United States governneenirisies and commercial paper.

Postretirement benefits other than pensions

Williams sponsors health care plans that providenetirement medical benefits to retired Williamsiployees who were employed full time,
hired prior to January 1, 1992 (January 1, 1996fansco Energy employees), have worked five yedrained age 55 while in service and
are a participant in the company pension planadtition, two Transco Energy plans provide certaalth care and life insurance benefits to
retired employees of Transcontinental Gas Pipe,Teeas Gas and other subsidiaries of Transco Energ

The plans provide for retiree contributions andtaonother cost-sharing features such as dedustdnd coinsurance. The accounting for the
plans anticipates future cost-sharing changesetavtitten plans that are consistent with Williaghressed intent to increase the retiree
contribution rate annually, generally in line withalth care cost increases, except for certaireestiwvhose premiums are fixed. A portion of
the cost has been funded in trusts by Williams' EEBgulated natural gas pipeline subsidiaries écetktent recovery from customers can be
achieved. Plan assets consist of assets held im@ster trusts and money market funds. One of gsentrusts was previously described
the other consists primarily of domestic and foneéggmmon stocks, commercial paper and governmeamto

Net postretirement benefit expense consists ofdif@ving:

1995 1994 1993

(MILLIONS)

Service cost for benefits earned during the year... .. $74 $39 $37
Interest cost on accumulated postretirement benefit

obligation.....ccceveeeeeiiiii 239 7.8 8.2
Actual return on plan assetS.....cccccceeeveeeee. L a7.9) ((6) (7
Amortization of unrecognized transition obligaton. ... 50 51 52
Amortization and deferrals........ccoooeeeeveeeeee. Ll 23.1 1 (3.5
Net postretirement benefit expense.......c........ . ... $41.5 $16.3 $12.9
Net postretirement benefit expense:

Continuing operations........cccccceevvceevceees .. $41.5 $14.7 $11.4

Discontinued operations...........ccccoecveeee . - 1.6 15

$415 $16.3 $12.9

Net postretirement benefit expense at Decembet @5, includes approximately $26 million for theafisco Energy plans' participar
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The following table presents the funded statudefilans:

1995 1994
(MILLIONS)
Actuarial present value of postretirement benefit o bligation:
REUICES. oo e $227 $55
Fully eligible active plan participants.......... e 24 11
Other active plan participantsS........cccceeeeeee. e 85 34
Accumulated postretirement benefit obligation.... 336 100
Assets at market value........ccccccevvcceee s 124 16
Assets less than accumulated postretirement benefit obligation........ 212 84
Unrecognized net gain......ccccceveveeeeveneeneees s 25 19
Unrecognized prior-service COStu.....cccccvveeeees s (6) --
Unrecognized transition obligation.................. L. (71) (78)
Postretirement benefit liability................. .~ $160 $25

Included in the postretirement benefit liabilitydecember 31, 1995, is approximately $139 millionthe Transco Energy plans' participants,
substantially all of which is classified as nomrrent. The amount of postretirement benefit cdefsrred as a regulatory asset at Decembe
1995, is $133 million and is expected to be recedehrough rates over the next 17 years.

The discount rate used to measure the present ghhenefit obligations is 7 1/4 percent (8 1/2qeet in 1994). The expected long-term rate
of return on plan assets is 10 percent (6 perdetttaxes). The annual assumed rate of increageihealth care cost trend rate for 1996 i

to 13 percent, systematically decreasing to 5 metae 2006. The health care cost trend rate assampas a significant effect on the amot
reported. Increasing the assumed health carerevst tate by 1 percent in each year would incréesaggregate of the service and interest
cost components of postretirement benefit expemsthé year ended December 31, 1995, by $5 milliwsh the accumulated postretirement
benefit obligation as of December 31, 1995, by s$ilon.

Other

Williams maintains various defined-contribution mdacovering substantially all employees. Compamyrifnutions are based on employees'
compensation and, in part, match employee contabst Company contributions are invested primarilyVilliams common stock. Williams'
contributions to these plans were $19 million i®3.9%$14 million in 1994 and $13 million in 1993. i@abutions to these plans made by
discontinued operations were $3 million in both4@&d 1993.

Effective January 1, 1994, Williams adopted Statenoé Financial Accounting Standards (FAS) No. I'Exnployers' Accounting for
Postemployment Benefits," which requires the adasfibenefits provided to former or inactive empdeg after employment but before
retirement. Adoption of the standard reduced 194ncome by approximately $2 million and is ngiggied as a change in accounting
principle due to immateriality.
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NOTE 10 -- INVENTORIES

1995 1994
(MILLIONS)
Natural gas in underground storage:
Transcontinental Gas Pipe Line (LIFO)............ s $214 $ --
Williams Energy ServiCes.......ccoccevvvcceeees e 6.0 8.7
Other. i e 2.2 9.9
Petroleum products:
Williams Energy ServiCesS.....cococcvvveeeeees e 12.8 135
Other. i e 27.4 19.2
Materials and supplies:
WIITEl o e, 28.2 28.6
Other. o e, 87.8 324
Other. i s 3.2

Inventories valued on the LIFO method at Decemiel895, approximate current average cost.

NOTE 11 -- PROPERTY, PLANT AND EQUIPMENT

1995 1994
(MILLIONS)
Cost:
Northwest Pipeline.........cccccoeveevveeeeee. $1,4035 $1,2754
Williams Natural Gas.......ccocceevvvcvvvenneeee 761.6 745.0
Transcontinental Gas Pipe Line........ccceeeeee. L 2,756.7 --
Texas Gas TransSmisSioN.......ccccovvvveeeenceees e 917.3 --
Williams Field Services Group........cccccceeeee. L 2,3249 1,273.2
Williams Pipe Line.....cccoovvvvvvvvveneenns 1,023.3 809.6
WIITEL e 55.2 32.1
WilTech Group.....ccccvvciveeeiiiiiecieceeees 90.7 69.5
Other..coiiiie e . 145.5 106.3
9,478.7 4,311.1
Accumulated depreciation.........ccccoeeeeeveceeee. L (1,464.0) (1,187.1)

$8,014.7 $3,124.0

Commitments for construction and acquisition ofgandy, plant and equipment are approximately $286om at December 31, 1995.

The Financial Accounting Standards Board has issusew accounting standard, FAS No. 121, "Accognfiam the Impairment of Long-
Lived Assets and for Longiived Assets to be Disposed Of," effective for fisgears beginning after December 15, 1995. Thedsta, whict
will be adopted in the first quarter of 1996, i egpected to have a material effect on Williarmsafficial position or results of operations.
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NOTE 12 -- ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Under Williams' cash-management system, certaisigignies' cash accounts reflect credit balancéise@xtent checks written have not been
presented for payment. The amounts of these dralinces included in accounts payable are $13émalt December 31, 1995, and $41

million at December 31, 1994.

1995 1994
(MILLIONS)
Accrued liabilities:

Income taxes payable.........ccccoevveeveeeeeee $ 3716 $38.0
Rate refunds............ccoeeviiiiiiiiiinn, 180.6 83.8
Employee COStS........coeeiiiiiieiiiiiiieeene 1359 517
INterest.......cooovvvviiiiiiieieeeee e 729 399
Taxes other than income taxes...........ccc..... 51.2 4138
Other i e, 318.0 106.2

$1,130.2 $361.4

NOTE 13 -- DEBT, LEASES AND BANKING ARRANGEMENTS

Notes payabli
During 1994, a subsidiary of Williams entered iat§400 million short-term credit agreement to ficeathe acquisition of Williams common

stock. Notes payable totaling $398 million werestanding under this agreement at December 31, T9%&e notes were repaid in January
1995. The weighted average interest rate on thetanding short-term borrowings at December 31, 1884 6.75 percent.
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Debt
WEIGHTED
AVERAGE
INTEREST RATE* 1995 1994
(MILLIONS)
The Williams Companies, Inc.
Revolving credit loans.......ccccoooceevceeeee L 6.2% $ 50.0 $ 350.0
Debentures, 8.875% -- 10.25%, payable 2012, 2020, 2021
aNd 2025....cciiiii e 9.6 587.7 379.7
Notes, 7.5% -- 9.625%, payable through 2001...... ... 8.8 842.4 363.8
Capital lease obligations, 11.1%.........ccoee.e.. .. -- - 31.0
Northwest Pipeline
Debentures, 7.125% -- 10.65%, payable through 202 5.... 9.0 369.2 293.0
Adjustable rate notes, payable through 2002...... ... 9.0 11.7 13.3
Williams Natural Gas
Variable rate notes, payable 1999............... . ... 6.3 130.0 130.0
Transcontinental Gas Pipe Line
Debentures, 9.125%, payable 1998 through 2017.... ... 9.1 153.0 --
Notes, 8.125% -- 9%, payable 1996, 1997 and 2002. @~ ... 8.7 381.1 -
Adjustable rate notes, payable 2000 (subject to
remarketing in 1996).......ccccccceveveveeee. L 6.2 125.1 --
Texas Gas Transmission
Notes, 9.625% and 8.625%, payable 1997 and 2004.. ... 9.0 255.9 -
Williams Holdings of Delaware
Revolving credit loans.........cccoevvevccceeeee. L 6.3 150.0 --
Williams Pipe Line
Notes, 8.95% and 9.78%, payable through 2001..... ... 9.3 110.0 120.0
Williams Energy Ventures
Adjustable rate notes, payable 1996 through 2002. ... 8.3 21.0 --
Other, payable through 1999............cccceeeeeee. . 8.0 6.8 10.0
3,193.9 1,690.8
Current portion of long-term debt.................... . (319.9) (383.0)

$2,874.0 $1,307.8

* At December 31, 1995.

During 1995, Williams replaced its $600 million dittagreement, which was scheduled to terminaf@ecember 1995, with a new $800
million agreement. Under the new credit agreenigatthwest Pipeline, Transcontinental Gas Pipe Lirexas Gas Transmission, Williams
Pipe Line and Williams Holdings of Delaware, Inavie access to various amounts of the facility wiiidiams (parent) has access to all
unborrowed amounts. Interest rates vary with ciumearket conditions. Certain amounts outstandingeatember 31, 1995, under this facility
do not reduce amounts available to Williams inftitare. The available amount at December 31, 1898670 million.

In January 1996, Williams Holdings of Delaware,.Jrecsubsidiary of Williams, issued $250 million®25 percent debentures due 2006.

In January 1996, Williams entered into a $205 wnillshort-term borrowing agreement to finance thelpase of the remaining 50 percent
interest in Kern River Gas Transmission Compang (sete 5).
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In conjunction with the issuance of $130 millionwafriable rate debt by Williams Natural Gas in Noner 1994, Williams entered into an
interestrate swap agreement under which Williams pays & ercent fixed rate in exchange for a variable (at88 percent at December
1995). The difference between the fixed and vagiahte is included in interest expense.

Terms of certain subsidiaries' borrowing arrangeseiith institutional lenders limit the transferfohds to Williams. At December 31, 1995,
approximately $933 million of net assets of cordatied subsidiaries was restricted. Undistributediegs of companies and partnerships
accounted for under the equity method of $62 mmilwe included in Williams' consolidated retainadnéngs at December 31, 1995.

Aggregate minimum maturities and sinking-fund reeuients, excluding lease payments, for each afighefive years are as follows:

(MILLIONS)
1996 .o, $319
1997 oo, 222
1998, 341
1999, i, 313
2000, i, 405

Cash payments for interest (net of amounts capédlirelated to continuing operations are as f@tdl®95 -- $266 million; 1994 -- $143
million; and 1993 -- $144 million. Cash paymentsifgerest (net of amounts capitalized) relatediszontinued operations are as follows:
1994 -- $6 million and 1993 -- $16 million.

Leases

Future minimum annual rentals under non-cancelapégating leases related to continuing operatioa$52 million in 1996, $47 million in
1997, $42 million in 1998, $39 million in 1999, $Bllion in 2000 and $186 million thereafter.

Total rent expense from continuing operations wég iillion in 1995, $26 million in 1994 and $22 huh in 1993. Total rent expense from
discontinued operations was $70 million in 1994 &6€ million in 1993.

NOTE 14 -- STOCKHOLDERS' EQUITY

In connection with the May 1, 1995, merger withfigeo Energy, Williams exchanged all of Transco Byleroutstanding $3.50 cumulative
convertible preferred stock for 2.5 million shacédVilliams' $3.50 cumulative convertible preferstdck. These shares are redeemable by
Williams beginning in November 1999, at an inipaice of $51.40 per share. Each share of $3.5@peaf stock is convertible at the optiol
the holder into 1.5625 shares of Williams commaist Dividends per share of $2.33 were recordethdur995.

During 1995, Williams exchanged 2.8 million shanégs $2.21 cumulative preferred stock with a gang value of $69 million for 9.6
percent debentures with a fair value of $72.5 milliThe difference in the fair value of the newwsdies and the carrying value of the
preferred stock exchanged is recorded as a dedreaapital in excess of par value. This amountraitlimpact net income, but is included in
preferred stock dividends on the income statemedhirathe computation of earnings per share. The882 outstanding shares of $2.21
cumulative preferred stock are redeemable by Wiliat a price of $25 beginning in September 19%idBnds per share of $2.21 were
recorded each year during 1995, 1994 and 1993.
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During 1993, Williams called for redemption of 800,000 shares of outstanding $3.875 converthddangeable preferred stock.
Substantially all of the preferred shares were edd into 7.6 million shares of Williams commoacit. Dividends per share of $.97 were
recorded during 1993.

Subsequent to December 31, 1995, the board oftdireadopted a Stockholder Rights Plan (the "Rigtas") to replace its existing rights
plan which expired on February 6, 1996. Under tlgh® Plan, each outstanding share of common dtaslone preferred stock purchase
right attached. Under certain conditions, eachtnigly be exercised to purchase, at an exercise pfi$140 (subject to adjustment), one two-
hundredth of a share of junior participating prefdrstock. The rights may be exercised only if @yuiring Person acquires (or obtains the
right to acquire) 15 percent or more of Williamsmoon stock; or commences an offer for 15 percemiane of Williams common stock; or
the board of directors determines an Adverse Pdrasrbecome the owner of 10 percent or more ofiditis common stock. The rights,
which do not have voting rights, expire in 2006 amaly be redeemed at a price of $.01 per right poidineir expiration, or within a specified
period of time after the occurrence of certain éveim the event a person becomes the owner of tharel5 percent of Williams common
stock or the board of directors determines thagragn is an Adverse Person, each holder of a f@eept an Acquiring Person or an Adverse
Person) shall have the right to receive, upon ésercommon stock having a value equal to two tithesexercise price of the right. In the
event Williams is engaged in a merger, businesshauation or 50 percent or more of Williams asse#sh flow or earnings power is sold or
transferred, each holder of a right (except an Araa Person or an Adverse Person) shall haveitfn to receive, upon exercise, common
stock of the acquiring company having a value etpuéivo times the exercise price of the right.

During 1995, the board of directors approved tleeSPlan for Non-officer Employees (the 1995 Plame 1995 Plan along with the 1990
Stock Plan (the 1990 Plan) permits granting ofousitypes of awards including, but not limitedsimck options, stock-appreciation rights,
restricted stock and deferred stock. The 1995 plawides for granting of awards to key non-offieenployees. The 1990 Plan is used for

granting of awards to executive officers of Williansuch awards may be granted for no consideratlmr than prior and future services.
purchase price per share for stock options andkstppreciation rights may not be less than therfarket value of the stock on the date of
grant. Another stock option plan provides for thenging of non-qualified options to non-employerediors. Options under the 1990 Plan

generally become exercisable in three annual ingtalts beginning within one year after grant. Opgionder the 1995 Plan generally bec
exercisable after five years, subject to acceldraésting if certain stock prices are achieved. djpigions expire 10 years after grant.

The following summary reflects option transactiogsing 1995.

OPTION PRICE

SHARES PERSHARE TOTAL

(MILLIONS)
Shares under option:
December 31, 1994......coovvvvvvvniencenee 2,884,008 $11-30 $65
Granted......ccvvvvviniiiiiicieceeee L 2,261,058  30- 40 80
Canceled or surrendered.........cocooveeeeeeeeee L (81,892) 14-40 2)
Exchanged options from Transco Energy
acquisition -- Net.......cccccvvvveeveneen. L 1,024,250 21-172 35
EXErCiSed...ccccovvvviiiiiiiiiiiiiiiieeeeeeee L (841,491) 11-40 (25)
December 31, 1995......ccccviniinicncennes 5,245,933 $11-172  $153
Shares exercisable December 31, 1995............. . ... 4,421,447

Under the plans, Williams granted 65,445, 127,76 @7,504 deferred shares in 1995, 1994 and 188Bectively, to key employees.
Deferred shares are valued at the date of award@ngenerally charged to
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expense in the year of award. Williams issued 78,48,298 and 191,007 of previously deferred shiar&995, 1994 and 1993, respectively.
Williams also issued 55,300, 44,800 and 62,000eshaf restricted stock in 1995, 1994 and 1993 aasely. Restricted stock is valued on
the issuance date, and the related expense isiaetbaver varying periods of three to 10 years.

During November 1994, Williams entered into a defdrshare agreement (the Agreement) in connectitinthe sale of its network services
operations. Under the terms of the Agreement, ®iiB will distribute up to approximately 2.6 millishares of Williams common stock to
key employees of the network services operatiors various periods through 1998, less amounts sBapg$o meet minimum tax
withholding requirements. Williams distributed 34@5 and 273,095 shares during 1995 and 1994, risglgc

At December 31, 1995, 9,849,891 shares of commuwk stere reserved for issuance pursuant to existimgfuture stock awards, of which
2,698,799 were available for future grants (1,888 ,8t December 31, 1994).

The Financial Accounting Standards Board has issuselw accounting standard, FAS No. 123, "Accognfiim Stock-Based Compensation,”
effective for fiscal years beginning after Decemb®y 1995. As provided for in the standard, Willewmill not adopt the recognition
provisions and will provide the pro forma net in@and earnings-per-share disclosures requiredebgtéimdard in its 1996 annual financial
statements.

Williams currently follows Accounting Principles Bad Opinion No. 25 "Accounting for Stock IssuedEtoployees.” Under this standard,
because the exercise price of Williams' fixed glammon stock options equals the market price otittaerlying stock on the date of the
grant, no compensation expense is recognized.

NOTE 15 -- FINANCIAL INSTRUMENTS
Fair-value methods
The following methods and assumptions were used/ifliiams in estimating its fair-value disclosures financial instruments:

Cash and cash equivalents and notes payable: Tiygnggamounts reported in the balance sheet ajypesr fair value due to the short-term
maturity of these instruments.

Notes and other ni-current receivables: For those notes with intenasts approximating market or maturities of lésstthree years, fair
value is estimated to approximate historically rded amounts. For those notes with maturities beéybree years and fixed interest rates,
value is calculated using discounted cash flowyaisbased on current market rates.

Long-term debt: The fair value of Williams' longitedebt is valued using indicative year-end tradeadd market prices for publicly traded
issues, while private debt is valued based on tivep of similar securities with similar terms asrddit ratings. At December 31, 1995 and
1994, 85 percent and 59 percent, respectively, iblfanis' long-term debt was publicly traded. Witlia used the expertise of an outside
investment banking firm to estimate the fair vadidong-term debt.

Interest-rate swaps: Fair value is determined bgaiinting estimated future cash flows using forwaterest rates implied by the year-end
yield curve. Fair value was calculated by the frahinstitution that is the counterparty to theaga

Energy-related trading and hedging: Includes fodsafutures, options, swaps and purchase and atesitments. Fair value reflects
management's best estimate of market prices caimgidearious
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factors including closing exchange and over-theat®uquotations, the terms of the contract, crealitsiderations, time value and volatility
factors underlying the positions.

Carrying amounts and fair values of Williams' fioa instruments

Asset (liability)

1995 1994
CARRYING FAIR CARRYING FAIR
AMOUNT VALUE AMOUNT VALUE
(MILLIONS)
Cash and cash equivalents................ $ 90. 4 $ 904 $ 361 $ 36.1
Notes and other non-current
receivables.........cccccoceieennne 25. 7 25.8 63.1 62.3
Investment in Texasgulf Inc.............. - - -- 150.0 150.0
Notes payable..........cccoooieeirnnnes - - - (507.0)  (507.0)
Long-term debt, including current
POTtiON....coiiiiiiiiceieee (3,193. 1) (3,476.7) (1,657.6) (1,679.9)
Interest-rate swapsS.......ccccceeeeenn. (. 4) (10.4) (.3) 1.4
Energy-related trading
ASSELS...ciiiiiiee e 102. 5 102.5 22.7 22.7
Liabilities........ccocovveverinenne (283. 1) (283.1) (15.8) (15.8)
Energy-related hedging:
ASSELS....iieie e 2. 9 4.5 .3 .3
Liabilities........cccceeveeniiene (. 6) 3.2) (8.5) (8.5)

The above asset and liability amounts for enerdpted hedging represent unrealized gains or lcmséglo not include the related deferred
amounts.

The 1995 average fair value of the energy-relatading assets and liabilities is $57.3 million &1d4.6 million, respectively. The 1994
average fair value of the energy-related tradirsgtssand liabilities is $9.2 million and $8.5 nailli respectively.

Williams has recorded liabilities of $24 million&®27 million at December 31, 1995 and 1994, respedy, for certain guarantees that
qualify as financial instruments. It is not praatite to estimate the fair value of these guararieeause of their unusual nature and unique
characteristics.

Off-balance-sheet credit and market risk

Williams is a participant in the following transits and arrangements that involve financial imaots that have off-balance-sheet risk of
accounting loss. It is not practicable to estintaefair value of these off- balance-sheet findriostruments because of their unusual nature
and unique characteristics.

Williams sold, with limited recourse, certain re@iles. The aggregate limit under these receivdbtaities was $190 million at December
31, 1995, and $80 million at December 31, 1994 4188lance all related to discontinued operationsliams received $196 million of
proceeds in 1995, $110 million in 1994 and non&d983. At December 31, 1995 and 1994, $166 millioth 80 million (1994 balance all
related to discontinued operations) of such red#@ésahad been sold, respectively. Based on amoutgtanding at December 31, 1995, the
maximum contractual credit loss under these armaegés is approximately $28 million, but the likeldd of loss is remote. Williams had no
risk of credit loss for the amount sold at DecenBier1994, because amounts outstanding relateiddordinued operations (see Note 3).

In connection with the sale of units in the WilliafBoal Seam Gas Royalty Trust (Trust), Williamseimaified the Trust against losses from
certain litigation (see Note 17) and guaranteedmum gas prices through 1997. At December 31, Hftb1994, Williams has a recorded
liability of $10 million for these
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items, representing the maximum amount for thé gumrantee and an estimate of the gas price espbsised on historical operating trends
and an assessment of market conditions. While &#ii' maximum exposure from this guarantee excemdsiats accrued, it is not
practicable to determine such amount because afrtlygie aspects of the guarantee.

In connection with the sale of Williams' network\dees operations, Williams has been indemnified BYpS against any losses related to
retained guarantees of $180 million at Decembed 995, for lease rental obligations. LDDS has aslVithat it is negotiating with the
guaranteed parties to remove Williams as guarantor.

Williams has issued other guarantees and lettecsedfit with off-balance-sheet risk that total appmately $8 million and $9 million at
December 31, 1995 and 1994, respectively. Willibelgeves it will not have to perform under theseeagents because the likelihood of
default by the primary party is remote and/or bseaof certain indemnifications received from otiérd parties.

Commaodity price-risk management services

Williams Energy Services provides price-risk marmagst services associated with the energy industitg customers. These services are
provided through a variety of financial instrumernitluding forward contracts, futures contractstian contracts, swap agreements and
purchase and sale commitments. See Note 1 forcaiplisn of the accounting for these trading ac¢idg.

Williams Energy Services enters into forward cociisaand purchase and sale commitments which inyatysical delivery of an energy
commodity. Prices under these contracts are be#d fand variable. Swap agreements call for Willi&nergy Services to make payments to
(or receive payments from) counterparties based tip® differential between a fixed and variable@rr variable prices for different
locations. The variable prices are generally basedither industry pricing publications or exchaggetations. Williams Energy Services
buys and sells option contracts which give the btlye right to exercise the options and receivedifference between a predetermined strike
price and a market price at the date of exercibe.farket prices used for natural-gas-related aotstiare generally exchange quotations.
Williams Energy Services also enters into futur@stacts which are commitments to either purchaselba commodity at a future date fc
specified price and are generally settled in chehmay be settled through delivery of the undedyéommodity. The market prices for
futures contracts are based on exchange quotations.

Williams Energy Services manages risk from finahicistruments by making various logistical commititeewhich manage profit margins
through offsetting financial instruments. As a fgquice movements can result in losses on cedaimiracts offset by gains on others.

Williams Energy Services takes an active role imagang and controlling market and counterpartysiakd has established formal control
procedures which are reviewed on an ongoing b@slBams Energy Services attempts to minimize credik exposure to trading
counterparties and brokers through formal creditigs and monitoring procedures. In the normalrsewf business, collateral is not requ
for financial instruments with credit risk.
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The notional quantities for all trading financiaktruments at December 31, 1995, and Decembei934, are as follows:

1995 1994
P AYOR RECEIVER PAYOR RECEIVER

Fixed price:

Natural gas (TBtU)........cccccveevveennnnn. 873.2 847.3 181.4 179.5

Refined products and crude (MMBDbIs)........... 15.9 149 112 125
Variable price:

Natural gas (TBtU)........cceeeveevnvnvnnnnns 1 ,841.2 1,517.2 85.0 136.3

Refined products and crude (MMBblIs)........... 2.8 2.5 2.5 2.5

The net cash flow requirement related to theseraotst at December 31, 1995, was $215 million. Atddeber 31, 1995, the average
remaining life of the trading fixed-price portfolis approximately two years and four years forttading variable-price portfolio.

In 1995, certain gas marketing operations of WitkaEnergy Services, along with gas marketing ofmersifrom Transco Energy, were
combined with the commodity price-risk managemert tiading activities of Williams Energy Servic&ich combination in 1995 involves
managing the price and other business risks andrappties of such physical gas trading activitesl any related financial instruments
previously accounted for as hedges in common-riskqios with Williams Energy Services' other fim@al instruments. These former
marketing activities, consisting of buying andisgjlnatural gas, through 1994 were reported orraesj basis in the Consolidated Statement
of Income as revenues and profit-center costs. @oewt with completing the combination of such atigs with the commodity price-risk
management operations in the third quarter of 188byelated contract rights and obligations aleity any related financial instruments
previously accounted for as hedges, were recoml#tei Consolidated Balance Sheet on a current-raagtee basis and the related income
statement presentation was changed to a net [$agib.revenues reported on a gross basis throughgh®vo quarters of 1995 were
reclassified to a net basis concurrent with thisnge in the third quarter of 1995. Following isuansary of Williams Energy Services'
revenues:

1995 1994
Financial instrument and physical trading market ga ins --net.... $ 65.8 $14.2
Gross marketing revenues........cccccevvvceeeenee e 617.7*  249.2
Gross marketing CoStS......cccccovvviveeevncceeees e (599.2)*
Other. i s 15 3

$ 858  $263.7

* Through June 30, 1995.
Concentration of credit risk

Williams' cash equivalents consist of high quadiecurities placed with various major financialitogtons with high credit ratings. Williams'
investment policy limits its credit exposure to ame financial institution.

At December 31, 1995 and 1994, approximately 62gydrand 40 percent, respectively, of receivable$a the sale or transportation of
natural gas and related products or services. Afmpiately 27 percent and 30 percent of receivabi€eaember 31, 1995 and 1994,
respectively, are for telecommunications and relagzvices. Natural gas customers include pipeligisfibution companies, producers, gas
marketers and industrial users primarily locatethaeastern, northwestern and midwestern Unitatt&tTelecommunica-
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tions customers include numerous corporations. gareral policy, collateral is not required forem@bles, but customers' financial condi
and credit worthiness are evaluated regularly.

NOTE 16 -- OTHER FINANCIAL INFORMATION
Intercompany revenues (at prices that generallfyappsales to unaffiliated parties) are as follows

1995 1994* 1993*

(MILLIONS)
Northwest Pipeline.........cccovvvevicevncccc $18 $34 $36

Williams Natural Gas.......ccoocevevvcvvveenseeeee 95 142 54
Transcontinental Gas Pipe Line.......cccccceeeeeee. L 34.2 -- -
Texas Gas Transmission -- -
Williams Field Services Group......ccoceeeeeeeeeee s 9.2 305 145
Williams Energy ServiCes.....coovvvvveveveeeees s 340 202 421

................................. 328 167 1.4
......................................................... .3 4 -

$159.5 $85.4 $67.0

* Reclassified as described in Note 1.

Williams Natural Gas had sales to a natural gasiliigor that accounted for 15 percent in 1993 alli#¥ns' revenues.
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Information for business segments is as follows:

1995 1994* 1993*

(MILLIONS)
Identifiable assets at December 31:
Northwest Pipeline..............ccccccoeveennee. .. $1,1475 $1,028.0 $1,032.6
Williams Natural Gas.................. . 709.2 719.8 697.0
Transcontinental Gas Pipe Line................... .. 3,1595 - -

Texas Gas TranSmisSioNn.........cccovcveveernns .. 11518 - --
Williams Field Services Group.................... ... 2,116.5 1,093.6 967.8
Williams Energy Services........ccccccvvveeeen... 351.9 96.5 84.6
Williams Pipe Line........cccccovviiieeenninnes 870.5 680.4 588.3

WilTel............... . 263.0 255.5 169.1
WilTech Group......ccccvvveveeieeeeeeiiniinns 138.0 60.2 26.6
Investments.........ccccocveveeinns 307.6 379.1 437.1
General corporate and other...................... 279.3 169.4 122.1
Discontinued operations.............cccccceeuee -- 743.6 895.2
Consolidated..........ccccocveverrrene .. $10,494.8 $5,226.1 $5,020.4

Additions to property, plant and equipment:
Northwest Pipeline..............cccccoevvennee. .. $ 1305 $ 626 $ 1757
Williams Natural Gas . 43.5 32.9 54.9
Transcontinental Gas Pipe Line................... 238.7 - -
Texas Gas TransSmission.........cccccveeeeennes 32.1 - -
Williams Field Services Group 247.7 163.5 116.7
87.9 46.6 62.9

WAl 241 49 19

WilTech Group.......cccoevuveieeiniiiieeeenns 8.3 8.0 6.9

General corporate and other.............ccc...... 14.7 7.0 9.3
Consolidated...........cccceeeeennenne .. $ 8275 $ 3255 $ 4283

Depreciation and depletion:
Northwest Pipeline..............cccccoevvenee. .. $ 349 $ 339 $ 307
Williams Natural Gas.........ccceeeeviveeeeene 27.3 27.2 27.3

Transcontinental Gas Pipe Line................... 109.1 - -
Texas Gas Transmission........... 38.9 - -
Williams Field Services Group.................... 110.2 46.7 43.5
Williams Pipe Line........cccceoviiieeenninnns 26.4 22.4 21.4
WilTel....cccoveene . 5.9 5.3 4.7
WilTech Group.....cccccvvvveveeeeeeeeeninienes 8.3 7.4 4.0
General corporate and other.............ccc...... 8.4 7.4 6.2
Consolidated...........ccceeevennienne .. $ 3694 $ 150.3 $ 137.8

* Reclassified as described in Note 1.
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NOTE 17 -- CONTINGENT LIABILITIES AND COMMITMENTS
Rate and regulatory matters and related litigation

Williams' interstate pipeline subsidiaries, inchugliwilliams Pipe Line, have various regulatory medings pending. As a result of rulings in
certain of these proceedings, a portion of themags of these subsidiaries has been collectedctubjeefund. As to Williams Pipe Line,
revenues collected subject to refund were $179anithit December 31, 1995; it is not expected thattmount of any refunds ordered would
be significant. Accordingly, no portion of theseeaues has been reserved for refund. As to the pipelines, see Note 12 for the amount of
revenues reserved for potential refund as of Deeerdb, 1995.

In 1992, the FERC issued Order 636, Order 636-A@rur 636-B. These orders, which have been chgalgim various respects by various
parties in proceedings pending in the U.S. Coufgeals for the D.C. Circuit, require interstages gipeline companies to change the
manner in which they provide services. Williams INat Gas implemented its restructuring on Octohd9B3, and Northwest Pipeline, Te:
Gas and Transcontinental Gas Pipe Line implemethid restructurings on November 1, 1993. Certajeats of each pipeline company's
restructuring are under appeal.

Contract reformations and gas purchase deficiencies

Each of the natural gas pipeline subsidiaries hagmaken the reformation of its respective gaplsugpontracts. None of the pipelines has
any significant pending supplier take-or-pay, régdbke or minimum take claims.

In 1994, Williams Natural Gas and a producer ex@ttat number of agreements to resolve outstandsnigss Portions of the settlement were
subject to regulatory approvals, including the tetiry abandonment of a certain Williams Naturab@athering system on terms acceptable
to Williams Natural Gas. On May 2, 1995, the FERSUed orders granting the requisite approvals; tiewyene party has requested rehe

of the decision regarding abandonment of the gatferystem.

Current FERC policy associated with Orders 436%0@ requires interstate gas pipelines to absorlesafrthe cost of reforming gas supply
contracts before allowing any recovery throughditell or surcharges to transportation as wekaes commaodity rates. Under Orders 636,
636-A and 636-B, costs incurred to comply with thades are permitted to be recovered in full,@ltfh 10 percent of such costs must be
allocated to interruptible transportation service.

The FERC initially approved a method for Northwegieline to direct bill its contract-reformationsts, but when challenged on appeal,
sought a remand to reassess such method. NortRipedine has received an order from the FERC #wires a different allocation of such
costs and has rebilled its customers accordinglyil&\éertain customers continue to challenge thR EBnethodology, Northwest Pipeline
does not expect the reallocation or the challengedult in a significant financial impact upon twmpany.

Pursuant to a stipulation and agreement approvedeolfERC, Williams Natural Gas has made threeddito direct bill take-or-pay and gas
supply realignment costs. The first provided far tfifset of certain amounts collected subject torr@ against previous take-or-pay direct-
billed amounts and, in addition, covered $24 millio new costs. This filing was approved, and thelfdirect-billed amount, taking into
consideration the offset, was $15 million. The setfling covered $18 million in additional costemd provided for an offset of $3 million.
The third filing covered additional costs of $8 linih which are similar in nature to the costs ia gecond filing. An intervenor has filed a
protest seeking to have the Commission review thdgnce of certain of the costs covered by therskaod third filings. Williams Natural
Gas believes that the second and third filings miidist likely be approved. As of December 31, 1988, subsidiary had an accrual of $87
million for its then estimated remaining contraetarmation and gas supply
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realignment costs. This accrual was increased teMBer 1995 as a result of a ruling by the U.S.rGafuAppeals for the Tenth Circuit
regarding the terms of certain contracts with poeas. Williams Natural Gas will make additionairfgs under the applicable FERC orders to
recover such further costs as may be incurredaruture. Williams Natural Gas has recorded a i@guy asset of approximately $84 million
for estimated future recovery of the foregoing sost

On September 18, 1995, Texas Gas received FERO\amf a settlement regarding Texas Gas' recovegas supply realignment costs.
The settlement provides that Texas Gas will rec@@érpercent of such costs up to $50 million, slilare in costs incurred between $50
million and $80 million, and will absorb any suabsts above $80 million. The settlement also ext@redss Gas' pricing differential
mechanism to November 1, 1996, and beyond thatfdat®ntracts in litigation as of that date. ThgauDecember 31, 1995, Texas Gas has
paid approximately $53 million for gas supply rgalinent costs, primarily as a result of contraghteations, and has accrued a liability of
approximately $27 million for its estimated remaipigas supply realignment costs. Texas Gas haseembapproximately $44 million in g
supply realignment costs, and in accordance wihtehms of its settlement has recorded a regulassgt of approximately $23 million for
the estimated future recovery of such costs, whitlhbe collected from customers over the next tvears. Ninety percent of the cost reco
is collected through demand surcharges on Texasfi@adransportation rates; the remaining 10 petdg recoverable from interruptible
transportation service.

In 1983, the FERC issued Order 94-A, which permifieoducers to collect certain production relatests from pipelines on a retroactive
basis. Pursuant to FERC orders, Texas Gas andcbraingental Gas Pipe Line direct billed their cmséos for such costs paid to producer:
1990, the U.S. Court of Appeals for the D.C. Citaverturned the FERC's orders authorizing dirdtihg for such costs. In December 1995,
Texas Gas entered into a settlement by which dived its final refund obligations as to these so$tanscontinental Gas Pipe Line has
resolved its refund obligations except for an amafimpproximately $7 million. Transcontinental G&ipe Line has refunded that amount,
reserving the right to recover the amount paitiéf tuling is reversed on appeal.

The foregoing accruals are in accordance with Wfilk' accounting policies regarding the establishmisuch accruals which take into
consideration estimated total exposure, as diseouard risk-weighted, as well as costs and otBks @ssociated with the difference between
the time costs are incurred and the time such ewstsecovered from customers. The estimated poofieuch costs recoverable from
customers is deferred or recorded as a regulassstdased on an estimate of expected recoveng @bounts allowed by FERC policy.
While Williams believes that these accruals areqadee and the associated regulatory assets arepajgte, costs actually incurred and
amounts actually recovered from customers will dejpgpon the outcome of various court and FERC mdiogs, the success of settlement
negotiations and various other factors, not alwbich are presently foreseeable.

Environmental matters

Since 1989, Texas Gas and Transcontinental Gad Ripéhave had studies underway to test certatheif facilities for the presence of toxic
and hazardous substances to determine to whatteikteny, remediation may be necessary. Transnental Gas Pipe Line has responded to
data requests regarding such potential contammaficertain of its sites. The costs of any suchadiation will depend upon the scope of
remediation. At December 31, 1995, these subs@didrad reserves totaling approximately $45 milfarthese costs.

Certain Williams subsidiaries, including Texas @ad Transcontinental Gas Pipe Line, have beenifiihas potentially responsible parties
(PRP) at various Superfund and state waste dispiteal Although no assurances can be given, \Wilidoes not believe that the PRP status
of these subsidiaries will have a material advefect on its financial position, results of op&as or net cash flows.
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In February 1995, Transcontinental Gas Pipe Linge seved as a defendant in a lawsuit filed in DiStrict Court in Virginia by three
individuals for alleged violations of several praions of both federal and state laws. Since 19€dndcontinental Gas Pipe Line has worked
with the appropriate Virginia authorities to resobertain emissions issues also raised by theithdils. On October 13, 1995, the court
dismissed the lawsuit but provided that the pléstould amend and refile their complaint to allegstate law nuisance claim and they have
done so. Transcontinental Gas Pipe Line believeathended complaint is without merit and is preghéwevigorously defend the suit.

Transcontinental Gas Pipe Line, Texas Gas andaftfilliNatural Gas have identified polychlorinatedhbipyl (PCB) contamination in air
compressor systems, soils and related propertiesrin compressor station sites. Transcontinésaal Pipe Line, Texas Gas and Williams
Natural Gas have also been involved in negotiatwitts the U.S. Environmental Protection Agency (BR#Ad state agencies to deve
screening, sampling and cleanup programs. In aaiditiegotiations concerning investigative and raalexdttions relative to potential merci
contamination at certain gas metering sites hawenoenced with certain environmental authorities hilisvhs Natural Gas and
Transcontinental Gas Pipe Line. As of Decemberl895, Williams Natural Gas had recorded a liability approximately $26 million,
representing the current estimate of future envitental cleanup costs to be incurred over the rigxbgen years. Texas Gas and
Transcontinental Gas Pipe Line likewise had reabidbilities for these costs which are includedha $45 million reserve mentioned above.
Actual costs incurred will depend on the actual hanof contaminated sites identified, the actuabam and extent of contamination
discovered, the final cleanup standards mandatedebizPA and other governmental authorities andrdtrctors. Texas Gas,
Transcontinental Gas Pipe Line and Williams Nat@a$ have deferred these costs pending recovémgased through future rates and o
means.

In connection with the 1987 sale of the assetsgrfod Chemical Company, Williams agreed to indemttile purchaser for environmental
cleanup costs resulting from certain conditionspegcified locations, to the extent such costs akeespecified amount. It appears probable
that such costs will exceed this amount. At Decam3tie 1995, Williams had approximately $7 millioccaued for such excess costs. The
actual costs incurred will depend on the actualamand extent of contamination discovered, thalfileanup standards mandated by the
EPA or other governmental authorities, and othetofs.

A lawsuit was filed on May 14, 1993, in a statertau Colorado in which certain claims have beerenagainst various defendants, inclut
Northwest Pipeline, contending that gas exploratiod development activities in portions of the Saan Basin have caused air, water
other contamination. The plaintiffs in the casegtuicertification of a plaintiff class. On June 2894, the lawsuit was dismissed for failur
join an indispensable party over which the statetdoad no jurisdiction. This decision is being epled by the plaintiffs. Since June 28, 1¢
eight individual lawsuits have been filed againsttNwest Pipeline in U.S. District Court in Colotadnaking essentially the same claims.
Northwest Pipeline is vigorously defending theseslaits.

Other legal matters

On December 31, 1991, the Southern Ute Indian Tthee Tribe) filed a lawsuit against Williams Pration Company, a wholly owned
subsidiary of Williams, and other gas producerthnSan Juan Basin area, alleging that certainstah were reserved by the United States
for the benefit of the Tribe and that the extratid coal-seam gas from the coal strata was wrdnghe Tribe seeks compensation for the
value of the coal-seam gas. The Tribe also seeksdan transferring to the Tribe ownership of dittee defendants’ equipment and facilities
utilized in the extraction of the coal-seam gas.September 13, 1994, the court granted summaryjedgin favor of the defendants. The
Tribe lodged an interlocutory appeal with the UC8Surt of Appeals for the Tenth Circuit. Williamsdeuction agreed to indemnify the
Williams Coal Seam Gas Royalty Trust (Trust) ageamy losses that may arise in respect of certaipasties subject to
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the lawsuit. In addition, if the Tribe is succes$sfushowing that Williams Production has no rightshe coal-seam gas, Williams Production
has agreed to pay to the Trust for distributiothen-current unitholders, an amount representirejuan of a portion of the original purchase
price paid for the units. While Williams believdgt such a payment is not probable, it has reserymation of the proceeds from the sale of
the units in the Trust.

In October 1990, Dakota Gasification Company (Dakahe owner of the Great Plains Coal GasificaBtant (Plant), filed suit in the U.S.
District Court in North Dakota against Transcontitad Gas Pipe Line and three other pipeline comgsaalleging that the pipeline companies
had not complied with their respective obligatiomsler certain gas purchase and gas transportatigracts. On September 8, 1992, Dakota
and the Department of Justice on behalf of the Beyat of Energy filed an amended complaint addisglefendants in the suit, Transco
Energy Company, Transco Coal Gas Company (Transeoglf Company and Transco Coal Gas Company beingydwned subsidiaries

of Williams) and all of the other partners in thertpership that originally constructed the Plard aach of the parent companies of these
entities. Dakota and the Department of Justice Isiodgclaratory and injunctive relief and the reagwef damages, alleging that the four
pipeline defendants underpaid for gas, collectivayof June 30, 1992, by more than $232 milliars jihterest and for additional damages for
transportation services and costs and expenseslingl attorneys' fees. On March 30, 1994, the @adikecuted definitive agreements which
would settle the litigation subject to final nongaalable regulatory approvals. The settlementsis slibject to a FERC ruling that
Transcontinental Gas Pipe Line's existing authddtgecover in rates certain costs related to threhase and transportation of gas produced
by Dakota will pertain to gas purchase and trartsgion costs Transcontinental Gas Pipe Line wijl pakota under the terms of the
settlement. On October 18, 1994, the FERC issuemtdar consolidating Transcontinental Gas Pipe 'kipetition for approval of the
settlement with similar petitions pending relatteewo of the other three pipeline companies (Hietpipeline having entered into a
settlement) and setting the matter for hearing feedm administrative law judge. On December 295188 administrative law judge issued
an initial decision in which he concluded that tle¢tlement was imprudent. If the decision is uplegicdippeal, Transcontinental Gas Pipe
and the other two pipelines would be required forre to their customers amounts collected in exoé#ise amounts deemed appropriate by
the administrative law judge. The pipelines woutdemtitled to collect the amount of any such custorefunds from Dakota. The
administrative law judge's decision will be appdal@owever, in the event that the necessary regylapprovals are not ultimately obtained
and Dakota elects to continue the litigation, Tcamsinental Gas Pipe Line, Transco Energy CompanyTaansco Coal Gas Company intend
to vigorously defend the suit.

In connection with agreements to resolve tak@ay-and other contract claims and to amend ga$pseccontracts, Transcontinental Gas
Line and Texas Gas each entered into certain wettits with producers which may require the indeivaiion of certain claims for addition
royalties which the producers may be required togsaa result of such settlements. As a resultich settlements, Transcontinental Gas Pipe
Line and Texas Gas have been named as defendargspectively, six and two lawsuits in which damssglaimed aggregate in excess of
$133 million. Texas Gas has settled its two lavesidt a total cost of $3.7 million, all but $700006f which is recoverable as transition costs
under Order 636. On July 17, 1995, a judge in e&a$estate court granted a motion by Transcontin€&dal Pipe Line for partial summary
judgment, rejecting a major portion of the plaifgitlaims in one of its lawsuits. Producers maenee other demands which could resul
additional claims. Indemnification for royaltieslidepend on, among other things, the specificdgasvisions between the producer and the
lessor and the terms of the settlement betweeprtitucer and either Transcontinental Gas Pipe tirEexas Gas. Texas Gas may file to
recover 75 percent of any such additional amoumtey be required to pay pursuant to indemnitiesdgalties under the provisions of Order
528.
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On November 14, 1994, Continental Energy Associaieited Partnership (the Partnership) filed a vaéry petition under Chapter 11 of the
Bankruptcy Code with the U.S. Bankruptcy Court, Ma&lDistrict of Pennsylvania. The Partnership oam®generation facility in Hazleton,
Pennsylvania (the Facility). Hazleton Fuel Managen@ompany (HFMC), a subsidiary of Transco Enesuyplies natural gas and fuel oi
the Facility. As of December 31, 1995, it had cotreutstanding receivables from the Partnershigppiroximately $20 million, all of which
has been reserved. The construction of the Faeility funded by several banks that have a secutiyeist in all of the Partnership's assets.
HFMC has asserted to the Bankruptcy Court that gewraf its receivables is superior to the lienhaf banks and intends to vigorously put
the collection of such amounts. HFMC has also fiei against the lead bank with respect to this@ther matters, including the alleged
tortious interference with HFMC's contractual riglas with the Partnership and other parties. Ondil&1, 1995, the Bankruptcy Court
approved the rejection of the gas supply contrativeen the Partnership and HFMC. HFMC has in teseded force majeure under a
contract with a producer under which HFMC purchasatiral gas for the Facility.

In addition to the foregoing, various other prodegd are pending against Williams or its subsiémincidental to their operations.
Summary

While no assurances may be given, Williams doedbalitve that the ultimate resolution of the foriegamatters, taken as a whole and after
consideration of amounts accrued, insurance coeeragovery from customers or other indemnificaorangements, will have a materially
adverse effect upon Williams' future financial piasi, results of operations and cash flow requinetsie
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Summarized quarterly financial data are as follgwalions, except peshare amounts). Revenues and costs and operapiegses for the s
months ended June 30, 1995, have been reclassifiegort natural gas sales net of related gashpseccosts.

FIRST SECOND THIRD FOURTH

1995 QUARTER QUARTER QUARTER QUARTER
REVENUES.......ciiiiiaiiieeiieeiiee e $ 6424 $6639 $7124 $837.0
Costs and operating expenses..........ccce....... 351.1 400.1 438.9 510.6
Net inCoOMe........ccvvviiiiiiieceeeees 1,088.9 83.3 68.5 77.5
Primary earnings per common and common-equivalent

Share......cccooiiiie e 11.57 .79 .58 .70
Fully diluted earnings per common and common-
equivalent share........ccccccccveveeeeeennnn. 11.55 .78 .58 .69

1994
REVENUES.......ciiiiiaiiieeiieeciiee e $ 386.6 $419.9 $467.3 $477.3
Costs and operating eXpenses...........cccc..... 2485 274.0 3354 32938
Income before extraordinary loss................. 52.8 74.0 55.6 76.5
Net inCoOMe........ccvvviiiiiiiceeeeees 52.8 62.9 55.6 75.4
Primary earnings per common and common-equivalent

share:
Income before extraordinary loss............ .48 .69 .51 77
Net iNCome........ooccvveeviirieneene. .48 .58 .51 .76

Fully diluted earnings per common and common-
equivalent share:
Income before extraordinary loss............ .48 .69 .51 77
Net iNnCome.......ccoccvveeiiinieneee. 48 .58 .51 .76

The sum of earnings per share for the four quarteng not equal the total earnings per share foy#ae due to changes in the average nu
of common shares outstanding.

First-quarter 1995 net income includes the afterg@in of $1 billion on the sale of Williams' netskaservices operations (see Note 3 of Notes
to Consolidated Financial Statements). The secoadtey of 1995 includes a $16 million after-taxrgfiom the sale of Williams' 15 percent
interest in Texasgulf Inc. (see Note 5 of Note€tmsolidated Financial Statements) and an $8 miliaome tax benefit resulting from
settlements with taxing authorities. Northwest Riyges third-quarter 1995 operating profit includee approximate $11 million net favorable
effect of two reserve accrual adjustments. In Houadrter 1995, Williams Field Services Group reeor&20 million of income from the
favorable resolution of contingency issues invajvpreviously regulated gathering and processingtaspartially offset by an $8 million
accrual for a future minimum price natural gas pase commitment.

Second-quarter 1994 includes a $23 million gaimftbe sale of assets (see Note 6 of Notes to Cidasedl Financial Statements).
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Selected comparative fourth-quarter data are &safsl(millions, except per-share amounts). Ceri&ie4 amounts have been restated as

described in Note 1 of Notes to Consolidated Firsr&tatements.

1995 1994
Operating profit (loss):
Williams Interstate Natural Gas Systems:
Northwest Pipeline.........ccoccooveeveeeee e, $25.1 $227
Williams Natural Gas.......ccoocevevvccves s 155 15.1
Transcontinental Gas Pipe Line................. e 47.4 -
Texas Gas TransSmisSioN......cccccovvcceeeeeee s 28.6 -
Williams Field Services Group........ccccceeeeeee e 43.2 40.4
Williams Energy ServiCesS.....cococcvvveeeeees e .3 (3.9)
Williams Pipe Lin€......cccooeveiiciieiiieeeee e 19.3 11.9
WIITEl o e, 7.2 6.7
WIITECh Group...cccccvviiiiiiiiiieeeeeeeieeeeee s .8 (4.5)
Other e e, (.2) --
Total operating profit.......cccceeeeee. L 187.2 88.4
General corporate eXpenses.......ooeveccvveeeeee v, (12.1) (7.0)
Interest eXpense - Net....cccccevevevvvcccceeees s (69.7) (39.1)
Investing iNCOMe.......coocvvieiiiiiiieeicceeees e, 12.7 10.8
Write-off of project CoStS.......coovvvevevvceeee. (41.4) -
Other income (expense) -- Net......ccccvvceves s 5.2 (2.5)
Income from continuing operations before income tax (=5 TP 81.9 50.6
Provision for income taxes........cccccovvveeeees L 175 16.4
Income from continuing operations.........ccccc.... L 64.4 34.2
Income from discontinued operations........ccc...... L. 13.1 42.3
Income before extraordinary 10SS.......ccooceeeeeee. L 77.5 76.5
Extraordinary 10SS.......ccovvvvvvvvveeeenes s -- (1.2)
NEtiNCOME....coiiiiiiiiiiieeeeeeeeeee e, $775 $754
Primary earnings per common and common-equivalent s hare............ $ .70 $ .76
Fully diluted earnings per common and common-equiva lent share...... $ .69 $.76

Williams Energy Services' fourth-quarter 1995 ofiagpprofit includes loss accruals of approximat®8/million, primarily related to contract
disputes. In fourth-quarter 1995, the developmé@at@mmercial coal gasification venture in souimcal Wyoming was canceled, resulting
in a $41.4 million pre-tax charge (see Note 6 ofdsdo Consolidated Financial Statements). Fountirtgr 1995 income from discontinued
operations reflects the after-tax effect of theersal of accruals established at the time of theafahe network services operations (see Note
3 of Notes to Consolidated Financial Statements).

In fourth-quarter 1994, Williams Natural Gas re@td $7 million reversal of excess contract-refaiomsaccruals. Williams Pipe Line's
fourth-quarter 1994 operating profit includes $%liom in costs for evaluating and determining wleetto build an oil refinery. Fourth-quarter
1994 discontinued operations includes favorablasidjents of approximately $15 million relating tdbdebt recoveries and accrual
reversals.

ITEM 9.CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANT S ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.
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STATEMENT OF INCOME (PARENT)

Investing iNCOMe..........ccceeeiviiiiieenieee.
Interest accrued............coocveveennnne
Gain on sales of assets (Note 3).........cccceeee..
Other income (expense) -- Net...........cccvveees

Loss from continuing operations before income taxes
equity in subsidiaries' income...................
Equity in consolidated subsidiaries' income........

Income from continuing operations before income tax
Credit for income taxes..............cccoceeenee.

Income from continuing operations..................
Income from discontinued operations (Note 2).......

Income before extraordinary loss...................
Extraordinary loss from early extinguishment of deb

Net iNCOME......ccoiiiiiiiieeieeee e
Preferred stock dividends............cccccee.....

Income applicable to common stock..................
Primary earnings per common and common-equivalent s

Income from continuing operations................
Income from discontinued operations

Income before extraordinary loss
Extraordinary 10SS.........cccoovuveieeiiinnnn.

Netincome........ccoevvvveiiiiiiiiiieceeee,

Fully diluted earnings per common and common-equiva
share:
Income from continuing operations................
Income from discontinued operations..............

Income before extraordinary loss.................
Extraordinary l0SS...........ccoovvvviivvinnnnns

Net inCome..........ccoevveviiiiiriiieeeeeee.

See accompanying notes.

YEARS ENDED DECEMBER 31,

1995 1994 1993
(MILLIONS, EXCEPT PER-SHARE
AMOUNTS)
......... $ 507 $29.4 $27.3
......... (189.9)  (91.8)  (95.8)
......... - - 51.6
......... (12.9) 29  (16.9)

and

......... (152.1) (59.5) (33.8)
......... 376.5 195.0 189.8
€s....... 224.4 135.5 156.0
......... (75.0) (29.4) (29.4)
......... 299.4 164.9 185.4
......... 1,018.8 94.0 46.4
......... 1,318.2 258.9 231.8
toeeene - (12.2) -
......... 1,318.2 246.7 231.8
......... 15.3 8.8 11.8
......... $1,302.9 $237.9 $220.0
hare

......... $ 278 $1.52 $1.74
......... 9.99 .92 46
......... 12.77 2.44 2.20
......... - (:12) -

......... $ 12.77 $2.32 $2.20
lent

......... $ 12.48 $2.32 $2.16
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BALANCE SHEET (PARENT)

ASSETS
DECEMBER 31,
1995 1994
(MILLIONS)
Current assets:
Cash and cash equivalents.........cccccceeeeeeee. e, $ 576 $ 16.5
Due from consolidated subsidiaries............... 131.6 138.4
Receivables.............ccccoevviiiiinniinnnn, 28.9 65.3
Investment in discontinued operations (Note 2)... - 743.6
[© 1= SR 15.0 4.9
Total current assetS.......cccccceeeeeee. 233.1 968.7

Investments:
Equity in consolidated subsidiaries (Note 1).....
Receivables from consolidated subsidiaries.......

..................... 5,551.4 1,634.8

..................... 68.7 387.8
5,620.1 2,022.6

[©]1 = SR -- 44.0

5,620.1 2,066.6
Property, plant and equipment--net..................~ L. 20.6 36.3
Other assets and deferred charges.................... 23.9 14.8

Total assets........cccceeveeeeeeiieennns

LIABILITIES AND STOCKH
Current liabilities:
Notes payable..........cccoviiiieiiiienenns
Due to consolidated subsidiaries.................
Accounts payable and accrued liabilities.........
Long-term debt due within one year (Note 4)......

Total current liabilities................
Long-term debt (Note 4)..........ccoevevvvrnnnns
Long-term debt due to consolidated subsidiary (Note
Due to consolidated subsidiaries...................
Other liabilities.........ccoeerviiieiiiiinenn.
Stockholders' equity:

Preferred stocK.........ccccvevvcieeieinnnnen.
Common StOCK.......ccuveveriiineenne

Capital in excess of par value...................
Retained earnings.........ccccceeeeeeeveniinnnns
Unamortized deferred compensation................

Less treasury stock (Notes 4 and 5)..............

Total stockholders' equity.....cccccc.... 3,187.1  1,505.5

Total liabilities and stockholders' equit Vet $5,897.7 $3,086.4

See accompanying notes.
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THE WILLIAMS COMPANIES, INC.
SCHEDULE | -- CONDENSED FINANCIAL INFORMATION OF RE GISTRANT -- (CONTINUED)
STATEMENT OF CASH FLOWS (PARENT)

YEARS ENDED DECEMBER 31,

1995 1994 1993
(MILLIONS)
Operating activities:
NetinCOMEe...cccveiiiiiii e $1,318.2 $246.7 $231.8
Adjustments to reconcile to cash provided from
operations:
Equity in subsidiaries' income, net of cash
dividends.....cccooovviiiiiiiiiiiceeee 732.7 153.1 (60.0)
Discontinued operations..........ccccoeeeeeee. L (1,018.8) (94.0) (46.4)
Extraordinary loss........... — -- 12.2 --
Depreciation.......cccccoevvvvvvvvvvveeees 4.2 4.3 4.2
Provision (credit) for deferred income taxes.. ... 13.0 20.8 1.7)
Gain on sales of property, plant and equipment ... - - (52.1)
Changes in receivables...........ccocoeeeeeee.. L 33.3 (59.5) 5.0
Changes in other current assets............... .. ... 5.0 (7.2) 1.4
Changes in accounts payable.........cccceeee. L 2.7 3.0 (.7)

Changes in accrued liabilities................ . .. (.2) (12.1) (18.7)

Other, including changes in non-current assets and
liabilities....cccovveviiiciceee (7.2) (2.5)* 58.5
Net cash provided by operating activites ... 1,077.5 264.9 121.3
Financing activities:
Proceeds from notes payable........cccccccceeeee. L 53.4 73.8 -
Payments of notes payable..........ccccccceeeee. L (127.2) - -
Proceeds from long-term debt...................... .. 85.0 350.0 --

Payments of long-term debt....................... .~~~ . (549.2) (181.7) (128.8)

Proceeds from issuance of common stock............ ... 32.0 26.4 63.4
Purchase of treasury stocK.......ccoooveeeveeeeee L 3.7 (18.4) -
Dividends paid - (119.0) (93.9) (89.4)
Other == Netuceeeeeeiieeeeeee L 3.7) -- (.6)
Net cash provided (used) by financing
actiVitieS...ccovveveeieeveieeeeeees (632.4) 156.2* (155.4)
Investing activities:
Property, plant and equipment:
Capital expenditureS......ccccceevveeeeeeees L (2.8) (1.2) (1.6)
Proceeds from sales of property, plant and
equipment.........ccceeeeennes O, 1.0 - 115.1
Purchase of note receivable...........cccceeeee.. . L (75.1) - -
Investments in consolidated subsidiaries......... ... (1,248.1) (71.2) (75.3)
Changes in advances to subsidiaries.............. .. 914.7 (354.4) 1.0
Other —- Net....oovviiiiiiieeeee 6.3 (4.0) (.6)
Net cash provided (used) by investing
activities....cccoocvvvvvcniees L (404.0) (430.7) 38.6
Increase (decrease) in cash and cash
equivalents......ccccccvvvveeenneeeee L 41.1 (9.6) 4.5
Cash and cash equivalents at beginning of year... ... 16.5 26.1 21.6
Cash and cash equivalents at end of year......... . ... $ 57.6 $ 16.5 $ 26.1

See accompanying notes.

* Reclassified to conform to current classification
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THE WILLIAMS COMPANIES, INC.
SCHEDULE | -- CONDENSED FINANCIAL INFORMATION OF RE GISTRANT -- (CONTINUED)
NOTES TO FINANCIAL INFORMATION (PARENT)
NOTE 1. TRANSCO ENERGY ACQUISITION

On January 18, 1995, Williams acquired 60 percéfiransco Energy's outstanding common stock insh ¢ander offer for $430.5 million.
Williams acquired the remaining 40 percent of TcanBnergy's outstanding common stock on May 1, 1886ugh a merger by exchanging
the remaining Transco Energy common stock for apprately 10.4 million shares of Williams commonditoalued at $334 million. The
acquisition is accounted for as a purchase witpé@ent of Transco Energy's results of operatinasided in Williams' Consolidated
Statement of Income for the period January 18, 1886ugh April 30, 1995, and 100 percent inclubedinning May 1, 1955. See Note 2 of
Notes to Consolidated Financial Statements fortafdil information on the Transco Energy acquisit

NOTE 2. DISCONTINUED OPERATIONS

On January 5, 1995, Williams sold its network seggioperations to LDDS Communications, Inc. (LDB8)$2.5 billion in cash. The sale
yielded a gain of $1 billion (net of income taxdsapproximately $732 million) which is reportedinsome from discontinued operatiol

Prior period operating results for the network 8w operations are reported as discontinued apesaiSee Note 3 of Notes to Consolidated
Financial Statements for additional informationdiscontinued operations.

NOTE 3. SALES OF ASSETS

In a 1993 public offering, Williams sold 6.1 miltiaunits in the Williams Coal Seam Gas Royalty T(Ustist), which resulted in net proceeds
of $113 million and a pre-tax gain of $51.6 milliorhe Trust owns defined net profits interesthm developed coal-seam properties in the
San Juan Basin of New Mexico and Colorado, whicteveenveyed to the Trust by Williams Production @amy. Ownership of an
additional 3.6 million units remains with a subaigi of Williams.

NOTE 4. LONG-TERM DEBT AND LEASES

During 1995, Williams issued $360 million in contiele debentures and warrants to a wholly-ownedlidry in exchange for 12.2 million
shares of Williams common stock held by that subsjdsee Note 5). The convertible debentures bearest at 6 percent, mature in 2005
and are convertible into 9.3 million shares of Véiths common stock at $38.58 per share. The wargargshe subsidiary the right to
purchase 7.5 million shares of Williams common ktaic$46.67 per share.

Long-term debt due within one year at Decemberl884 includes $350 million of borrowings under \idiths' credit agreement. Amounts
were repaid in January 1995.

Aggregate minimum maturities and sinking-fund reeuients, excluding lease payments, for each afighefive years are as follows: 1996 --
$20 million; 1997 -- none; 1998 -- $310 million;9®-- $150 million; and 2000 -- $175 million. Seetll 13 of Notes to Consolidated
Financial Statements for additional informationlomng-term debt.

NOTE 5. STOCKHOLDERS' EQUITY

In connection with the May 1, 1995, merger withfigeo Energy, Williams exchanged all of Transco Byleroutstanding $3.50 cumulative
convertible preferred stock for 2.5 million shacédVilliams' $3.50 cumulative convertible preferstdck. See Note 14 of Notes to
Consolidated Financial Statements for additionfarimation on this exchange.
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THE WILLIAMS COMPANIES, INC.
SCHEDULE | -- CONDENSED FINANCIAL INFORMATION OF RE GISTRANT -- (CONCLUDED)
NOTES TO FINANCIAL INFORMATION (PARENT)

During 1995, Williams exchanged 2.8 million shané#ts $2.21 cumulative preferred stock with a gang value of $69 million for 9.6
percent debentures. See Note 14 of Notes to Caiagetl Financial Statements for additional inforovatn this exchange.

For financial reporting purposes, treasury stock284.8 million held at December 31, 1994, by a Nyhowned subsidiary of Williams has
been presented as a reduction of stockholderdyeduportion of this treasury stock was used ia #ttquisition of Transco Energy (see Note
1).

The Financial Accounting Standards Board has issugglv accounting standard, FAS No. 123, "Accognfim Stock-Based Compensation,”
effective for fiscal years beginning after Decemb®r 1995. As provided for in the standard, Willewmill not adopt the recognition
provisions and will provide the pro forma net inaand earnings-per-share disclosures requiredebgtémdard in its 1996 annual financial
statements.

Williams currently follows Accounting Principles Bad Opinion No. 25 "Accounting for Stock IssuedEtmployees.” Under this standard,
because the exercise price of Williams' fixed glammon stock options equals the market price obitigerlying stock on the date of the
grant, no compensation expense is recognized.

NOTE 6. DIVIDENDS RECEIVED

Cash dividends from subsidiaries and companiesusted for on an equity basis are as follows: 19%8.;110.2 million; 1994 -- $354.2
million; and 1993 -- $142.6 million.

NOTE 7. INCOME TAX AND INTEREST PAYMENTS

Cash payments for income taxes are as follows: 199326 million; 1994 -- $112 million; and 1993%$118 million.
Cash payments for interest are as follows: 1998 27.9 million; 1994 -- $90 million; and 1993 --&8 million.
NOTE 8. FINANCIAL INSTRUMENTS

Disclosure of financial instruments for the paremmpany are included in the consolidated disclasu8ee Note 15 of Notes to Consolidated
Financial Statements.
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THE WILLIAMS COMPANIES, INC.

SCHEDULE Il -- VALUATION AND QUALIFYING ACCOUNTS(A)

ADDITIONS
CHARGED
TO COSTS
BEGINNING AND ENDI
BALANCE EXPENSES OTHER DEDUCTIONS(B) BALA
(MILLIONS)
Allowance for doubtful accounts:
1995, i $7.9 $3.8 $1.6 (c) $2.0 $11
1994 ... 10.2 4.2(d) - 6.5(e) 7
1993, e 17.3 5(f) - 7.6 10

(a) Deducted from related assets.

(b) Represents balances written off, net of redegeand reclassifications.

(c) Relates primarily to acquisition of businesses.

(d) Excludes $5.7 million related to discontinugemations.

(e) Includes the discontinued operations beginbalgnce reclassification of $3.6 million.
(f) Includes $4.1 million reversal of amounts pmsly accrued.
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PART 1lI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The information regarding the Directors and nominfee Director of Williams required by Item 401 Régulation S-K is presented under the
heading "Election of Directors” in Williams' ProStatement prepared for the solicitation of proxiesonnection with the Annual Meeting of
Stockholders of the Company for 1996 (the "Proxat&hent”), which information is incorporated byereince herein. A copy of the Proxy
Statement is filed as an exhibit to the Form 10rformation regarding the executive officers of Wdiins is presented following Item 4
herein, as permitted by General Instruction G(3dom 10-K and Instruction 3 to Item 401(b) of Riegion S-K. Information required by
Item 405 of Regulation S-K is included under thadieg "Compliance with Section 16(a) of the Se@siExchange Act of 1934" in the
Proxy Statement, which information is incorporatgdeference herein.

ITEM 11. EXECUTIVE COMPENSATION

The information required by Item 402 of Regulat®K regarding executive compensation is presemeéuthe headings "Election of
Directors" and "Executive Compensation and Oth&rmation” in the Proxy Statement, which informatis incorporated by reference
herein. Notwithstanding the foregoing, the inforimatprovided under the headings "Compensation CdteenReport on Executive
Compensation" and "Stockholder Return Performamesédntation” in the Proxy Statement are not inc@ga by reference herein. A copy
the Proxy Statement is filed as an exhibit to tben10-K.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

The information regarding the security ownershig@ftain beneficial owners and management reqliydtem 403 of Regulation S-K is
presented under the headings "Security Ownersh@edfin Beneficial Owners and Management” in trexy? Statement, which information
is incorporated by reference herein. A copy ofRnexy Statement is filed as an exhibit to the Faf¥K.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

There is no information regarding certain relatlips and related transactions required by Itemaf@egulation S-K to be reported in
response to this Iltem.

PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AN D REPORTS ON FORM 8-K

(&) 1 and 2. The financial statements and schedisted in the accompanying index to consolidatedrfcial statements are filed as part of
this annual report.

(&) 3 and (c). The exhibits listed below are fitedpart of this annual report.
Exhibit 2 --

*(a) Agreement and Plan of Merger, dated as of Baxsr 12, 1994, among Williams, WC Acquisition Caapd Transco (filed as Exhibit
(c)(1) to Schedule 14D-1, dated December 16, 1994).

*(b) Amendment to Agreement and Plan of Mergeredats of February 17, 1995 (filed as Exhibit 6 tnoeldment No. 8 to Schedule 13D,
dated February 23, 1995).

Exhibit 3 --
*(a) Restated Certificate of Incorporation of Wals (filed as Exhibit 4(a) to Form 8-B Registratitatement, filed August 20, 1987).
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*(b) Certificate of Designation with respect to #$2.21 Cumulative Preferred Stock (filed as Exb& to the Registration Statement on F
S-3, filed August 19, 1992).

*(c) Certificate of Increase of Authorized NumbérShares of Series A Junior Participating PrefeBtatk (filed as Exhibit 3(c) to Form 10-
K for the year ended December 31, 1988).

*(d) Certificate of Amendment of Restated Certifeeaf Incorporation, dated May 20, 1994 (filed adibit 3(d) to Form 10-K for the fiscal
year ended December 31, 19¢

*(e) Certificate of Designation with respect to @50 Cumulative Convertible Preferred Stock fites Exhibit 3.1(c) to the Prospectus and
Information Statement to Amendment No. 2 to theiRegtion Statement on Form S-4, filed March 3093)9

(f) Certificate of Increase of Authorized NumberSifares of Series A Junior Participating PrefeStatk.

*(g) Rights Agreement, dated as of February 6, 18@8veen Williams and First Chicago Trust Compahiew York (filed as Exhibit 4 to
Williams Form 8-K, filed January 24, 1996).

*(h) By-laws of Williams (filed as Exhibit 3 to For 10-Q for the quarter ended September 30, 1993).
Exhibit 4 --

*(a) Form of Senior Debt Indenture between the Canypand Chemical Bank, Trustee, relating to th&/486 Debentures, due 2020; the 9
3/8% Debentures, due 2021; the 8 1/4% Notes, d88;Medium-Term Notes (8.50%-9.31%), due 1996 thhoR001; the 7 1/2% Notes, due
1999, and the 8 7/8% Debentures, due 2012 (fildekaghit 4.1 to Form S-3 Registration Statement B®-.33294, filed February 2, 1990).

*(b) U.S. $800,000,000 Credit Agreement, datedfadsebruary 23, 1995, among Williams and certaiito$ubsidiaries and the banks named
therein and Citibank, N.A., as agent (filed as Bith(b) to Form 10-K for the fiscal year ended Baeber 31, 1994).

Exhibit 10(iii) -- Compensatory Plans and ManagemenContracts

*(a) The Williams Companies, Inc. Supplemental Retient Plan, effective as of January 1, 1988 (fledxhibit 10(iii)(c) to Form 10-K for
the year ended December 31, 1987).

*(b) Form of Employment Agreement, dated January@B0, between Williams and certain executive effic(filed as Exhibit 10(iii)(d) to
Form 10-K for the year ended December 31, 1989).

*(c) Form of The Williams Companies, Inc. ChangeCiontrol Protection Plan between Williams and empés (filed as Exhibit 10(iii)(e) to
Form 10-K for the year ended December 31, 1989).

*(d) The Williams Companies, Inc. 1985 Stock OptRian (filed as Exhibit A to Williams' Proxy Statent, dated March 13, 1985).

*(e) The Williams Companies, Inc. 1988 Stock Optitlan for Non-Employee Directors (filed as Exhiito Williams' Proxy Statement,
dated March 14, 1988).

*(f) The Williams Companies, Inc. 1990 Stock Pléited as Exhibit A to Williams' Proxy Statementteld March 12, 1990).
(9) The Williams Companies, Inc. Stock Plan for Nofficer Employees.
*(h) The Williams Companies, Inc. 1996 Stock Pléled as Exhibit A to Williams' Proxy Statementteld March 27, 1996).

*(i) The Williams Companies, Inc. 1996 Stock Plan Non-Employee Directors (filed as Exhibit B to l\léims' Proxy Statement, dated
March 27, 1996).
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*(j) Indemnification Agreement, effective as of Augt 1, 1986, between Williams and members of thar@of Directors and certain officers
of Williams (filed as Exhibit 10(iii)(e) to Form 1K for the year ended December 31, 1986).

Exhibit 11 -- Computation of Earnings Per Commod @ommon-equivalent Share.
Exhibit 12 -- Computation of Ratio of Earnings tor@bined Fixed Charges and Preferred Stock Divideeguirements.
Exhibit 20 -- Definitive Proxy Statement of Williams for 1996.
Exhibit 21 -- Subsidiaries of the registrant.
Exhibit 23 -- Consent of Independent Auditors.
Exhibit 24 -- Power of Attorney together with céed resolution.
Exhibit 27 -- Financial Data Schedule.
(b) Reports on Form 8-K.
No reports on Form-K were filed by Williams with the Securities anddhange Commission during the fourth quarter of5199

(d) The financial statements of partially-owned pamies are not presented herein since none ofithdirndually, or in the aggregate,
constitute a significant subsidiary.

* Each such exhibit has heretofore been filed whth Securities and Exchange Commission as pahediling indicated and is incorporated
herein by reference.
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SIGNATURES

PURSUANT TO THE REQUIREMENTS OF SECTION 13 OR 15@f THE SECURITIES EXCHANGE ACT OF 1934, THE
REGISTRANT HAS DULY CAUSED THIS REPORT TO BE SIGNEDN ITS BEHALF BY THE UNDERSIGNED, THEREUNTO
DULY AUTHORIZED.

THE WILLIAMS COMPANIES, INC.
(Registrant)

By: /sl DAVID M H GBEE

David M Hi gbee
Attorney-in-fact
Dat ed: March 27, 1996

PURSUANT TO THE REQUIREMENTS OF THE SECURITIES EXBNGE ACT OF 1934, THIS REPORT HAS BEEN SIGNED
BELOW BY THE FOLLOWING PERSONS ON BEHALF OF THE RE&IRANT IN THE CAPACITIES AND ON THE DATES
INDICATED.

SIGNATURE TITLE
/sl KEITH E. BAILEY* C hairman of the Board, President, Chief
- Executive Officer (Principal Executive
Keith E. Bailey Officer) and Director
/sl JACK D. MCCARTHY* Se nior Vice President -- Finance (Principal

- Financial Officer)
Jack D. McCarthy

/sl GARY R. BELITZ* Co ntroller (Principal Accounting Officer)
Gary R. Belitz
/sl HAROLD W. ANDERSEN* Di rector

Harold W. Andersen

/sl RALPH E. BAILEY* Di rector
Ralph E. Bailey
/sl GLENN A. COX* Di rector
Glenn A. Cox
/s THOMAS H. CRUIKSHANK* Di rector

Thomas H. Cruikshank

/sl ERVIN S. DUGGAN* Di rector

Ervin S. Duggan

/sl PATRICIA L. HIGGINS* Di rector

Patricia L. Higgins

/sl ROBERT J. LAFORTUNE* Di rector

Robert J. LaFortune

/sl JAMES C. LEWIS* Di rector

James C. Lewis
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SIGNATURE

/sl JACK A. MACALLISTER*

TITLE

Jack A. MacAllister

/sl JAMES A. MCCLURE*

James A. McClure

/s PETER C. MEINIG*

Peter C. Meinig

/sl KAY A. ORR*

Kay A. Orr

/sl GORDON R. PARKER*

Gordon R. Parker

/sl JOSEPH H. WILLIAMS*

Joseph H. Williams

*By /s/ DAVID M. HIGBEE

David M. Higbee
Attorney-in-fact

Dated: March 27, 1996
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EXHIBIT 3(f)
STATE OF DELAWARE

OFFICE OF THE SECRETARY OF STATE

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATH DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A
TRUE AND CORRECT COPY OF THE CERTIFICATE OF DESIGNION OF "THE WILLIAMS COMPANIES, INC.", FILED IN THS
OFFICE ON THE SIXTH DAY OF FEBRUARY, A.D. 1996, ATO O'CLOCK A.M.

[SEAL]

[ SEAL] /s/ EDWARD J. FREEL
Edward J. Freel, Secretary of State

AUTHENTI CATI ON: 7844820

DATE 02-28-96



THE WILLIAMS COMPANIES, INC.

CERTIFICATE OF INCREASE
OF AUTHORIZED NUMBER OF SHARES
OF SERIES A JUNIOR
PARTICIPATING PREFERRED STOCK
PURSUANT TO SECTION 151 OF THE
GENERAL CORPORATION LAW OF THE
STATE OF DELAWARE

The Williams Companies, Inc., a corporation orgadiand existing under the General Corporation Lbthe State of Delaware.
DOES HEREBY CERTIFY:

FIRST: That the Restated Certificate of Incorpamatdf said Corporation was filed in the office b&tSecretary of State of Delaware on April
27,1987, and was filed for recording in the offadfehe Recorder of Deeds of New Castle Countyaiate on April 27, 1987, and the
Certificate of the Designations, Preferences amghRiof the Series A Junior Participating Prefe@éatk was included in said Restated
Certificate of Incorporation.

SECOND: That a Certificate of Increase of Authodiddumber of Shares of Series A Junior ParticipaBngferred Stock was filed in the
office of the Secretary of State of Delaware onrbaly 7, 1989, and was filed for recording in tffiice of the Recorder of Deeds of New
Castle County, Delaware on February 7, 1989.

THIRD: That the Board of Directors of said Corparatat a meeting held on January 21, 1996, dulptaiba resolution authorizing and
directing an increase in the authorized numbehafes of Series A Participating Preferred StocthefCorporation, from 400,000 shares to
1,200,000 share



IN WITNESS WHEREOF, said The Williams Companies;. lnas caused this certificate to be signed by ®aBelitz, its Controller and
Chief Accounting Officer, and attested by David Mgbee, its Secretary, this 5th day of Februang6l9

THE WILLIAMS COMPANIES, INC.

CORPORATE SEAL BY: /s/ GARY R BELITZ

Name: Gary R Belitz
Title: Controller and
Chi ef Accounting O ficer

ATTEST:

Name: David M Hi gbee
Title: Secretary



EXHIBIT 10(iii)(g)
THE WILLIAMS COMPANIES, INC.
STOCK PLAN FOR NONOFFICER EMPLOYEES
SECTION 1. Purposes.

1.01 The purposes of The Williams Companies, InaclSPlan for Nonofficer Employees (the "Plan™)g & enable The Williams Compani
Inc. (together with any successor thereto, the "@amyg"), and its Affiliates to attract and retairyl@mployees, reward such employees for
superior performance and encourage such emplogéesrease their proprietary interest in the Conygarorder to provide them with
additional motivation to continue in the Compargnsploy and to further its profitable growth.

SECTION 2. Definitions; Construction.

2.01 Definitions. In addition to the terms defiredewhere in the Plan, the following terms as usselde Plan shall have the following
meanings when used with initial capital letters:

2.01.1 "Affiliate" means any entity other than tBempany in which the Company owns, directly oriiedily, at least 20 percent of the
combined voting power of all classes of stock afhsantity or at least 20 percent of the ownershierests in such entity.

2.01.2 "Award" means any Option, Stock Appreciafight, Restricted Stock, Deferred Stock, PerforoeaAward, Dividend Equivalent, or
Other Stock-Based Award, or any other right orriesérelating to Shares or cash granted underltre P

2.01.3 "Award Agreement" means any written agredpoamtract or other instrument or document evidtegan Award.

2.01.4 "Board" means the Company's Board of Dimscto

2.01.5 "CEQ" means the Chief Executive Officerhdf Company as designated by the Board.

2.01.6 "Code" means the Internal Revenue Code 88,18 amended from time to time.

2.01.7 "Deferred Stock" means shares granted uBeletion 6.05 hereof, receipt of which is defermadaf specified deferral period.

2.01.8 "Disability" means total and permanent diggtas defined under the Company's consolidateaspn plan



2.01.9 "Dividend Equivalent" means a right, grarueder
Section 6.07 hereof, to receive interest or divitieror interest or dividend equivalents.

2.01.10 "Exchange Act" means the Securit ies Exchange Act of
1934, as amended.

2.01.11 "Fair Market Value" means, as of any date, with

respect to Shares at any time that Shares ard bsti¢he New York Stock Exchange, the mean betweehighest and lowest selling prices
the consolidated transaction reporting system alsatfdate or nearest preceding date on whicheavsa reported; provided, however, if in a
given case the Fair Market Value of Shares is naaen multiple of one dollar, such Fair Marketd&amay be rounded up or down to a
whole number if specified by the CEO; and, withpexs to Shares at any time that Shares are ned It the New York Stock Exchange, or
property other than Shares, the Fair Market Vafusioh Shares or other property determined by sugtods or procedures as shall be
established from time to time by the CEO.

2.01.12 "Option" means a right, granted under 8adii02 hereof, to purchase Shares or other Avatrdsspecified price during specified
time periods.

2.01.13 "Other Stock-Based Awards" means a righntgd under Section 6.08 hereof, that relates i®walued by reference to Shares or
other Awards relating to Shares.

2.01.14 "Participant” means a key employee of tom@any or any Affiliate granted an Award under Eian.

2.01.15 "Performance Award" means a right, granteter
Section 6.06 hereof, to receive Awards based upoiopnance criteria specified by the CEO.

2.01.16 "Person" shall have the meaning assigned in the
Exchange Act.

2.01.17 "Restricted Stock" means Shares, granted under

Section 6.04 hereof, that are subject to certatrictions.

2.01.18 "Rule 16b-3" means Rule 16b-3, as amendad ime to time, or any successor to such Rulenptgated by the Securities and
Exchange Commission under Section 16 of the Exahévug.

2.01.19 "Shares" means the Common Stock of the @oy$1.00 par value, and such other securitigdseo€ompany as may be substituted
for Shares pursuant to Section 8.01 hereof.
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2.01.20 "Stock Appreciation Right" means a righgrged under Section 6.03 hereof, to be paid aruatmoeasured by the appreciation in
Fair Market Value of Shares from the date of gtarthe date of exercise.

Definitions of the terms "Change of Control," "Clganof Control Price," "Potential Change of ContrtiRelated Party" and "Voting
Securities" are set forth in Section 9.03 hereof.

2.02 Construction. For purposes of the Plan, tHevfing rules of construction shall apply:

2.02.1 The word "or" is disjunctive but not necessarily
exclusive.
2.02.2 Words in the singular include th e plural; words in

the plural include the singular; and words in teeter gender include the masculine and femininelgrsnand words in the masculine or
feminine gender include the other and neuter gender

SECTION 3. Administration.

3.01 The Plan shall be administered by the CEO.Q®E® shall have full and final authority to take flellowing actions, in each case subject
to and consistent with the provisions of the Plan:

(i) to designate Participants;
(i) to determine the type or types of Awards togoanted to each Participant;

(iii) to determine the number of Awards to be gezhtthe number of Shares or amount of cash or ptiogerty to which an Award will relat
the terms and conditions of any Award (includingt bot limited to, any exercise price, grant pcgurchase price, any limitation or
restriction, any schedule for lapse of limitatioftsfeiture restrictions or restrictions on exeatiglity or transferability, and accelerations or
waivers thereof, based in each case on such coasate as the CEO shall determine), and all atinetters to be determined in connection
with an Award;

(iv) to determine whether, to what extent and unvdeat circumstances an Award may be settled ith@exercise price of an Award may be
paid in, cash, Shares, other Awards or other ptgpper an Award may be accelerated, vested, cadctleeited, exchanged or surrendered;
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(v) to determine whether, to what extent and umdat circumstances cash, Shares, other Awards;, ptbperty and other amounts payable
with respect to an Award shall be deferred eithéhaelection of the CEO or at the election of Baticipant;

(vi) to prescribe the form of each Award Agreemerttjch need not be identical for each Participant;

(vii) to adopt, amend, suspend, waive and resaieth sules and regulations and appoint such agsriteeaCEO may deem necessary or
advisable to administer the Plan;

(viii) to correct any defect or supply any omissmmreconcile any inconsistency, and to construkiaterpret the Plan, the rules and
regulations, any Award Agreement or other instrunggrtered into or relating to an Award made unterRlan; and

(ix) to make all other decisions and determinatiassnay be required under the terms of the Plas tihe CEO may deem necessary or
advisable for the administration of the Plan.

Any action of the CEO with respect to the Plan Ishalfinal, conclusive and binding on all Persansluding the Company, Affiliates,
Participants, any Person claiming any rights unikdePlan from or through any Participant, and stotders. The express grant of any spe
power to the CEO, and the taking of any actionhey@EQO, shall not be construed as limiting any paweuthority of the CEO. The CEO
may delegate to officers or managers of the Compamf any Affiliate the authority, subject to suelims as the CEO shall determine, to
take such actions and perform such functions utieePlan as the CEO may specify, including, butlindted to, administrative functions.
The CEO shall be entitled to, in good faith, refyact upon any report or other information furnie him by any officer, manager or other
employee of the Company or any Affiliate, the Compa independent certified public accountants,nyrexecutive compensation consultant
or other professional retained by the Company $sb81 the administration of the Plan. Any andpaivers, authorizations and discretions
granted by the Plan to the CEO shall likewise ber@sable at any time by the Board.

SECTION 4. Shares Subject to the Plan.

Subject to.adjustment as provided in Section 8d¥gdf, the total number of Shares reserved andiad@ifor distribution under the Plan shall
be four million (4,000,000) Shares.
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For purposes of this Section 4.01, the number af&hto which an Award relates shall be countethagthe number of Shares reserved and
available under the Plan at the time of grant efAlward, unless such number of Shares cannot leendieied at that time, in which case the
number of Shares actually distributed pursuaniéoiward shall be counted against the number ofeéSha&served and available under the
Plan at the time of distribution; provided, howeubat Awards related to or retroactively addedtogranted in tandem with, substituted for
or converted into, other Awards shall be countedaircounted against the number of Shares resemnvedvailable under the Plan in
accordance with procedures adopted by the CEO spessure appropriate counting but avoid doubileting; and, provided further, that t
number of Shares deemed to be issued under theiptamexercise of an Option or an Other Stock-B#seadrd in the nature of a stock
purchase right shall be reduced by the number afedhsurrendered by the Participant in paymerteo&kercise or purchase price of the
Award.

If any Shares to which an Award relates are fagfkibr payment is made to the Participant in thefof cash, cash equivalents or other
property other than Shares, or the Award othertd@sminates without payment being made to the Rpatit in the form of Shares, any She
counted against the number of Shares reservedvaildtzle under the Plan with respect to such Avgrall, to the extent of any such
forfeiture, alternative payment or termination, iagae available for Awards under the Plan. Any $hatistributed pursuant to an Award may
consist, in whole or in part, of authorized andssoed Shares or of treasury Shares, including Shepeirchased by the Company for
purposes of the Plan; provided, however, that ifhe time Shares are to be distributed under e 8 a Participant (including upon exercise
of an Option), the Shares are listed on the Newk&iock Exchange and such Participant is a "directo"officer" of the Company within

the meaning of Sections 312.03 and 703.09 of thetliCompany Manual of the New York Stock Exchasgeh that the Participant's
acquisition of Stock originally issued by the Comypavould be subject to the requirement of stockbolipproval under applicable Exchange
rules, the Shares to be distributed to such Ppatitishall consist only of treasury Shares thed hglthe Company. The Company shall use
its best efforts to obtain and have available ngttane that the such treasury Shares are reqtorbd distributed in connection with an
Award, a sufficient number of treasury Shares,raserved for other uses, to be able to make prdeiptery in connection with any such
Award.

SECTION 5. Eligibility.

5.01 Awards may be granted only to individuals wain@ key employees of the Company or any Affiliategluding employees who are
directors or officers of the Company. However, Bt@n has not been approved by the stockholderseaCbompany. Accordingly,
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participation in the Plan is limited to key emplegevho may participate consistent with the stoakéohpproval requirements of the New
York Stock Exchange or any other exchange on wihielfShares may be listed. No Awards shall be paidn® Shares shall be distributed
with respect to any Award, nor shall any otheracttie taken under the terms of the Plan that whbelith violation of any applicable
stockholder approval requirement and any actiokartaontrary thereto shall be deemed null and aaitl of no effect.

SECTION 6. Specific Terms of Awards.

6.01 General. Subject to the terms of the Planaaydapplicable Award Agreement, awards may be éageset forth in this Section

6. In addition, the CEO may impose on any Awartherexercise thereof, at the date of grant or #ftee(subject to the terms of Section
10.01), such additional terms and conditions, nobmsistent with the provisions of the Plan, asGB® shall determine, including terms
requiring forfeiture of Awards in the event of ténation of employment by the Participant. Exceppesvided in Section 7.01, Awards shall
be granted for no consideration other than priaf fature services.

6.02 Options. The CEO is authorized to grant OgtimnParticipants on the following terms and caodi:

(i) Exercise Price. The exercise price per Sha@naDption shall be determined by the CEO; provitiegvever, that, except as provided in
Section 7.01, such exercise price shall not bethessthe Fair Market Value of a Share on the dagrant of such Option and in no event
shall be less than the par value of a Share.

(i) Option Term. The term of each Option shalldeermined by the CEO.

(iii) Methods of Exercise. The CEO shall determihe time or times at which an Option may be exertis whole or in part, the methods by
which such exercise price may be paid or deemée fwaid, and the form of such payment, includinigheut limitation, cash, Shares, other
outstanding Awards or other property (includingesobr other contractual obligations of Participaatsnake payment on a deferred basis, to
the extent permitted by law).

6.03 Stock Appreciation Rights. The CEO is authetilo grant Stock Appreciation Rights to Particigaim the following terms and
conditions:
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(i) Right to Payment. A Stock Appreciation Rightifitonfer on the Participant to whom it is granéedght to receive, upon exercise thereof,
the excess of (i) the Fair Market Value of a Shar¢he date of exercise or, if the CEO shall semeine in the case of any such right, at any
time during a specified period before or afterdlage of exercise, over (ii) the grant price of $teck Appreciation Right as determined by the
CEO as of the date of grant of the Stock AppreaiaRight, which, except as provided in Section 7sbihll not be less than the Fair Market
Value of a Share on the date of grant.

(il) Other Terms. The term, methods of exercisetho@s of settlement and any other terms and camditdf any Stock Appreciation Right
shall be determined by the CEO at grant or thezeaft

6.04 Restricted Stock. The CEO is authorized totgReestricted Stock to Participants on the follayvierms and conditions:

() Issuance and Restrictions. Restricted StocK blessubject to such restrictions on transfergbdind other restrictions as the CEO may
impose (including, without limitation, limitatioran the right to vote Restricted Stock or the righteceive dividends thereon), which
restrictions may lapse separately or in combinatiosuch times, in such installments or otherwasehe CEO shall determine at the time of
grant or thereafter.

(i) Forfeiture. Except as otherwise determinedhmsy CEO at the time of grant or thereafter, upomiteation of employment (as determined
under criteria established by the CEQ) during thaliaable restriction period, Restricted Stock tisat that time subject to restrictions shall
be forfeited and reacquired by the Company; praljithewever, that the CEO may provide, by rule gutation or in any Award Agreement,
that restrictions on Restricted Stock shall be wdiin whole or in part in the event of terminatiosesulting from specified causes, and the
CEO may in other cases waive in whole or in pastrigtions on Restricted Stock.

(iii) Certificates for Shares. Restricted Stockrgeal under the Plan may be evidenced in such mastée CEO shall determine, including,
without limitation, issuance of certificates reme8ng Shares. Certificates representing Shar8esfricted Stock shall be registered in the
name of the Participant and
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shall bear an appropriate legend referring to ¢nes$, conditions and restrictions applicable tddRestricted Stock.
6.05 Deferred Stock. The CEO is authorized to gbmferred Stock to Participants on the followingite and conditions:

(i) Issuance and Limitations. Delivery of Sharealbbccur upon expiration of the deferral perioédfied for the Award of Deferred Stock
the CEO. In addition, an Award of Deferred Stocklshe subject to such limitations as the CEO mnmagdse, which limitations may lapse at
the expiration of the deferral period or at othezdfied times, separately or in combination, istatiments or otherwise, as the CEO shall
determine at the time of grant or thereafter. AtiBigant awarded Deferred Stock shall have no gptights and shall have no rights to rec
dividends in respect of Deferred Stock, unlessaniy to the extent that the CEO shall award Dividi&guivalents in respect of such
Deferred Stock.

(i) Forfeiture. Except as otherwise determinedhmsy CEO at the time of grant or thereafter, upomiteation of employment (as determined
under criteria established by the CEQ) during {hyalieable deferral period, Deferred Stock thattithat time subject to deferral (other than a
deferral at the election of the Participant) shallforfeited; provided, however, that the CEO megvjale, by rule or regulation or in any
Award Agreement, that forfeiture of Deferred Statlall be waived in whole or in part in the eventesminations resulting from specified
causes, and the CEO may in other cases waive ifevaindn part the forfeiture of Deferred Stock.

6.06 Performance Awards. The CEO is authorizeddatgPerformance Awards to Participants on th@Walg terms and conditions:

(i) Right to Payment. A Performance Award shallfeorupon Participant rights, valued as determingthlb CEO, and payable to, or
exercisable by, the Participant to whom the Peréoroe Award is granted, in whole or in part, as@E® shall establish at grant or thereafter.
The performance criteria and all other terms amiltmns of the Performance Award shall be deteedihy the CEO upon the grant of each
Performance Award or thereafter.

(i) Other Terms. A Performance Award may be denmtéd or payable in cash, deferred cash, Sharesy, Atvards or
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other property, and other terms of Performance Awahall be, as determined by the CEO.

6.07 Dividend Equivalents. The CEO is authorizedrant Dividend Equivalents to Participants. DivideEquivalents shall confer upon the
Participant's rights to receive, currently or cthederred basis, interest or dividends, or inteoestividend equivalents, with respect to a
number of Shares or otherwise as determined b E@. The CEO may provide that Dividend Equivalestiall be paid or distributed when
accrued or shall be deemed to have been reinviestettlitional Shares or additional Awards or othiseareinvested.

6.08 Other StoclBased Awards. The CEO is authorized, subject tadiions under applicable law, to grant to Partcifs such other Awart
that are denominated or payable in, valued in whole part by reference to, or otherwise basedomnelated to, Shares, as deemed by the
CEO to be consistent with the purposes of the Riending, without limitation, purchase rights, $&sawarded which are not subject to any
restrictions or conditions, convertible debentuoesvertible preferred stock, exchangeable seesrii other rights convertible or
exchangeable into Shares, Awards valued by referenthe value of securities of or the performanicgpecified Affiliates, and Awards
payable in securities of Affiliates. The CEO sludtermine the terms and conditions of such Awatdsept as provided in

Section 7.01, Shares or securities delivered putgoaa purchase right granted under this Sectif8@ shall be purchased for such
consideration, paid for by such methods and in $ochs, including, without limitation, cash, Shareatstanding Awards or other property,
as the CEO shall determine, the value of which iciemation shall not be less than the Fair Markdu¥af a Share on the date of grant of
such purchase right and in no event shall be fessthe par value of a Share.

6.09 Exchange Provisions. The CEO may at any tiffez th exchange or buy out any previously gramiegard for a payment in cash,
Shares, another Award or other property, basedioln terms and conditions as the CEO shall deteramidecommunicate to the Participan
the time that such offer is made.

SECTION 7. General Terms of Awards.

7.01 StandAlone, Tandem and Substitute Awards. Awards grantater the Plan may, in the discretion of the CE®granted either alone
in addition to, in tandem with or in substituticor fany other Award granted under the Plan or avgrd granted under The Williams
Companies, Inc. 1990 Stock Plan, or any other pfahe Company or any Affiliate (subject to thentsrof Section 10.01). If an Award is
granted in substitution for another Award or awahe, CEO shall require the surrender of such odweard or award in consideration for the
grant of the new
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Award. Awards granted in addition to or in tandeithvether Awards or awards may be granted eithémessame time as or at a different t
from the grant of such other Awards or awards. &kercise price of any Option, the grant price of 8tock Appreciation Right or the
purchase price of any other Award conferring atrighpurchase Shares:

(i) granted in substitution for an outstanding Advar award shall either be not less than the Fairlkdglt Value of Shares at the date such
substitute Award is granted or not less than swthMarket Value at that date reduced to refleetfair Market Value of the Award or award
required to be surrendered by the Participant@mdition to receipt of a substitute Award; or

(i) retroactively granted in tandem with an outgtang Award or award shall be either not less tienFair Market Value of Shares at the ¢
of grant of the later Award or the Fair Market Vialof Shares at the date of grant of the earlierrdlvea award.

7.02 Term of Awards. The term of each Award shalfdr such period as may be determined by the CEO.

7.03 Form of Payment of Awards. Subject to the geofithe Plan and any applicable Award Agreememments or substitutions to be made
by the Company or an Affiliate upon the grant oereise of an Award may be made in such forms a€#@ shall determine at the time of
grant or thereafter (subject to the terms of Sactid.01), including, without limitation, cash, Sasrother Awards or other property, and may
be made in a single payment or substitution, italiraents or on a deferred basis, in each casedordance with rules and procedures
established by the CEO. Such rules and proceduagsmulude, without limitation, provisions for tipayment or crediting of reasonable
interest on installment or deferred payments ogtiaat or crediting of Dividend Equivalents in respof installment or deferred payments.

7.04 Limits on Transfer of Awards; Beneficiaries Nght or interest of a Participant in, or relatito, any Award shall be pledged,
encumbered or hypothecated to or in favor of amgdteother than the Company or an Affiliate, orllsha subject to any lien, obligation or
liability of such Participant to any Person otheart the Company or an Affiliate. Unless otherwistedmined by the CEO (consistent with
requirements for registration of offers and safeShares under the Plan with the Securities andh&xge Commission on a registration
statement on Form S-8, as then in effect, or stivbrsuch registration form as may then be avai)ablo Award subject to any restriction or
limitation, including any right relating theretdal be
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assignable or transferable by a Participant ottethian by will or the laws of descent and distidyuexcept to the Company or any Affiliate
under the terms of the Plan; provided, howevet, thao determined by the CEO, a Participant niayhe manner established by the CEO,
designate a beneficiary or beneficiaries to exerttie rights of the Participant, and to receive disfribution with respect to any Award, upon
the death of the Participant. A beneficiary, guandiegal representative or other Person claimimygrights under the Plan from or through
any Participant shall be subject to all the termd @onditions of the Plan and any Award Agreemeptieable to such Participant as well as
any additional restrictions or limitations deemed@ssary or appropriate by the CEO.

7.05 Registration and Listing Compliance. The Conypshall have no obligation to make any paymenmtistribute Shares with respect to
Award in a transaction subject to the registratiquirements of the Securities Act of 1933, as atednor any state securities laws or subject
to a listing requirement under any listing agreent&tween the Company and any national securitielsaage, and no Award shall confer
upon any Participant's rights to such deliveryistribution, until such laws and contractual obligas of the Company have been complied
within all material respects.

7.06 Stock Certificates. All certificates for Shadelivered under the terms of the Plan shall bgestito such stop-transfer orders and other
restrictions as the CEO may deem advisable under&or state securities laws, rules and regulattbereunder, and the rules of any
national securities exchange or automated quotatietem on which Shares are listed or quoted. TH® @ay cause a legend or legends !
placed on any such certificates to make approprédtgence to such restrictions or any other r&gris or limitations that may be applicable
to Shares. In addition, during any period in whiahiards or Shares are subject to restrictions oitditions under the terms of the Plan or any
Award Agreement, or during any period during whildtivery or receipt of an Award or Shares has lEfarred by the CEO or a Participe

the CEO may require any Participant to enter im@agreement providing that certificates represgriihares issuable or issued pursuant to ar
Award shall remain in the physical custody of th@pany or such other Person as the CEO may designat

SECTION 8. Adjustment Provisions.

8.01 In the event that the CEO shall determinedhgtdividend or other distribution (whether in foem of cash, Shares, other securities or
other property), recapitalization, stock split,eese stock split, reorganization, merger, constbdasplit-up, spin-off, combination,
repurchase, exchange of Shares or other secwfttae Company, or other
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similar corporate transaction or event affectsShares such that an adjustment is determined bgH to be appropriate in order to prevent
dilution or enlargement of Participants' rights enthe Plan, then the CEO shall, in such manné&maay deem equitable, adjust any or all of
(i) the number and kind of Shares which may theéeedfe issued in connection with Awards; (ii) thember and kind of Shares issued or
issuable in respect of outstanding Awards; anjitfié exercise price, grant price or purchase petaing to any Award or, if deemed
appropriate, make provision for a cash payment vaipect to any outstanding Award. In addition,@&€O is authorized to make adjustme

in the terms and conditions of, and the criterigdwards in recognition of unusual or nonrecurravgnts (including, without limitation,
events described in the preceding sentence) aftetite Company or any Affiliate or the financiatsiments of the Company or any Affiliate,
or in response to changes in applicable laws, atiguis or accounting principles.

SECTION 9. Change of Control Provisions.

9.01 Acceleration of Exercisability and Lapse oBRietions. In the event of a Change of Contrad, fibllowing acceleration provisions shall
apply, except that prior to a Change of Controlundog or a Potential Change of Control arisingfter such has arisen but is no longer
continuing, the Board may, without the consentatiBipants, waive the application of this Sect@with respect to any transaction that
would otherwise constitute a Change of Control Botential Change of Control hereunder. All outdtag Awards pursuant to which the
Participant may have rights the exercise of whictestricted or limited, shall become fully exeatike, unless the right to lapse of restrictions
or limitations is waived or deferred by a Parti¢ipprior to such lapse, all restrictions or limitais (including risks of forfeiture) on
outstanding Awards subject to restrictions or latigns under the Plan shall lapse; and all perfageariteria and other conditions to
payment of Awards under which payments of cashreshar other property are subject to conditiondl fleadeemed to be achieved or
fulfilled and shall be waived by the Company.

9.02 Creation and Funding of Trust. Upon the eadfdghe occurrence of a Potential Change of Contntess the Board or a committee
thereof adopts a resolution within ten business dajowing the date the Potential Change of Cdrdrises to the effect that such action is
not necessary to secure any payments hereundeClbange of Control, the Company shall deposit Whightrustee of a trust for the benefit of
Participants monies or other property having a Mairket Value at least equal to the value of c&tares and other property to be paid or
distributed in connection with Awards outstandinghat date. The trust shall be a grantor trusthvishall preserve the "unfunded" status of
Awards under the Plan, and shall contain otherdeand
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conditions substantially as specified for trustthatized under the Company's employment agreemtiisexecutives. Subsequent to a
Potential Change of Control which is no longer aarihg and prior to a Change of Control and termdaraof the trust, upon the request of
Company, the trustee shall deliver the monies loergproperty held in the trust to the Company.

9.03 Definition of Certain Terms. For purposeshi$ Section 9, the following definitions, in additi to those set forth in Section 2.01, shall
apply:

9.03.1 "Change of Control" means and shall be dddmbave occurred if (i) any Person, other thanGompany or a Related Party, is or
becomes the "beneficial owner" (as defined in RiBld-3 under the Exchange Act), directly or indikgadf VVoting Securities representing 20
percent or more of the total voting power of a# then outstanding Voting Securities; or (ii) adeer, other than the Company or a Related
Party, purchases or otherwise acquires, underdeteaifer, Voting Securities representing, when bisrad with other Voting Securities
owned by such Person, 20 percent or more of tiaévoting power of all the then outstanding Vottegcurities; or

(iii) the individuals (a) who as of the effectivatd of the Plan constitute the Board or (b) whoahtter are elected to the Board and whose
election, or nomination for election, to the Boarals approved by a vote of at least two-thirds efdmectors then still in office who either
were directors as of the effective date of the Blawhose election or nomination for election wasvipusly so approved, cease for any
reason to constitute a majority of the membersefBoard, or (iv) the stockholders of the Compamgrave a merger, consolidation,
recapitalization or reorganization of the Compangm acquisition of securities or assets by the @, or consummation of any such
transaction if stockholder approval is not obtaifettier than any such transaction which would téauhe Voting Securities outstanding
immediately prior thereto continuing to represatiie by remaining outstanding or by being conwiteo voting securities of the surviving
entity, at least 80 percent of the total voting powepresented by the voting securities of suchidng entity outstanding immediately after
such transaction and in or as a result of whichvtiting rights of each Voting Security relativethe voting rights of all other Voting
Securities are not altered); or (v) the stockhaddrthe Company approve a plan of complete lidiodeof the Company or an agreement for
the sale or disposition by the Company of all drssantially all of the Company's assets other transuch transaction which would result in
a Related Party owning or acquiring more than 58que of the assets owned by the Company immegipt@r to the transaction; or (vi) the
Board or a committee thereof adopts a resolutidheceffect that a Change of Control has occurreatopts a resolution to the effect that a
Potential Change of Control has arisen and the#@tion giving rise to such resolution has beeretifeer approved by the
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stockholders of the Company or been consummatadth approval is not sought.

9.03.2 "Potential Change of Control" means andl $featieemed to have arisen if (i) the Company eritéo an agreement, the consumma

of which would result in the occurrence of a Chaofy€ontrol; or

(i) any Person (including the Company) publichynannces an intention to take or to consider takictgpns which if consummated would
constitute a Change of Control; or (iii) any Persather than a Related Party, files with the Seéi@sriand Exchange Commission a Schedule
13D pursuant to Rule 13d-1 under the Exchange Attt i@spect to Voting Securities; or (iv) any Persother than the Company or a Related
Party, files with the Federal Trade Commission #fication and report form pursuant to the Hart-&d¢®odino Antitrust Improvements Act
1976 with respect to any Voting Securities or aangprtion of the assets of the Company; or (v)Bbard or a committee thereof adopts a
resolution to the effect that, for purposes ofPen, a Potential Change of Control has arisenot&miial Change of Control will be deemed
to continue (i) with respect to an agreement withim purview of clause (i) of the preceding senéenintil the agreement is canceled or
terminated; or (ii) with respect to an announcemvéttiin the purview of clause (ii) of the precedisgntence, until the Person making the
announcement publicly abandons the stated inteptidails to act on such intention for a periodl@fcalendar months; or (iii) with respect to
either the filing of a Schedule 13D within the piemw of clause (iii) of the preceding sentence erfiting of a notification and report form
within the purview of clause (iv) of the precedsgntence with respect to Voting Securities, uhgél Person involved publicly announces that
its ownership or acquisition of the Voting Secstis for investment purposes only and not forpilngose of seeking a Change of Control or
such Person disposes of the Voting Securitiessmtasor (iv) with respect to any Potential Chaof€ontrol, until a Change of Control has
occurred or the Board or a committee thereof, asanable belief after due investigation, adoptssalution that the Potential Change of
Control has ceased to exist.

9.03.3 "Related Party" means (i) a majority-ownelsidiary of the Company; or (ii) an employee argr of employees of the Company or
any majority-owned subsidiary of the Company; oY & trustee or other fiduciary holding securitiggder an employee benefit plan of the
Company or any majority-owned subsidiary of the @any; or (iv) a corporation owned directly or irditly by the stockholders of the
Company in substantially the same proportion ais tvenership of Voting Securities.

9.03.4 "Voting Securities or Security" means amyusiies of the Company which carry the right tdevgenerally in the election of directors.

-14-



SECTION 10. Amendments to and Termination of trenPlI

10.01 The Board may amend, alter, suspend, disaemtir terminate the Plan without the consentarfldtolders or Participants; provided,
however, that, without the consent of a Participaatamendment, alteration, suspension, discorttotuar termination of the Plan may
materially and adversely affect the rights of skelnticipant under any Award theretofore granteldine. The CEO may waive any conditions
or rights under, amend any terms of, or amendr, atspend, discontinue or terminate any Awardetioéore granted, prospectively or
retrospectively; provided, however, that, withcwe tonsent of a Participant, no amendment, altarasuspension, discontinuation or
termination of any Award may materially and advrsdfect the rights of such Participant under &wyard theretofore granted to him.

Unless earlier terminated by the Board, the Platl #srminate when no Shares remain reserved aaithble for issuance and the Company
has no further obligation with respect to any Awgrdnted under the Plan.

SECTION 11. General Provisions.

11.01 No Rights to Awards; No Stockholder Righte.Rarticipant or employee shall have any claima@ianted any Award under the Plan,
and there is no obligation for uniformity of treamt of Participants and employees, except as pedvild any other compensation
arrangement. No Award shall confer on any Partiiay of the rights of a stockholder of the Companless and until Shares are in fact
issued to such Participant in connection with siafard.

11.02 Withholding. The Company or any Affiliateaisthorized to withhold from any Award granted oy @ayment due under the Plan,
including from a distribution of Shares, amountsvithholding taxes due with respect to an Awarsleixercise or any payment thereunder,
and to take such other action as the CEO may deessnary or advisable to enable the Company atidipants to satisfy obligations for t
payment of such taxes. This authority shall incladthority to withhold or receive Shares, Awardsther property and to make cash
payments in respect thereof in satisfaction of ¢agtobligations.

11.03 No Right to Employment. Nothing containedhia Plan or any Award Agreement shall confer, amdnmant of an Award shall be
construed as conferring, upon any Participant &yt to continue in the employ of the Company oy Affiliate or to interfere in any way

with the right of the Company or any Affiliate terininate his employment at any time or increasgegrease his compensation from the rate
in existence at the time of granting of an Awaept as provided in any other compensation arraegé
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11.04 Unfunded Status of Awards; Creation of TruBlke Plan is intended to constitute an "unfundgdh for incentive and deferred
compensation. With respect to any payments nomgete to a Participant pursuant to an Award, nothorgained in the Plan or any Award
shall give any such Participant any rights thatgaeater than those of a general creditor of they@my; provided, however, that, in addition
to the requirements of

Section 9.02, the CEO may authorize the creatidrnusts or make other arrangements to meet the @oygobligations under the Plan to
deliver cash, Shares or other property pursuaahyoAward, which trusts or other arrangements di@btonsistent with the "unfunded" status
of the Plan unless the CEO otherwise determines.

11.05 No Limit on Other Compensatory ArrangemeNtsthing contained in the Plan shall prevent the @any or any Affiliate from

adopting other or additional compensation arrangesn@vhich may include, without limitation, emplognt agreements with executives and
arrangements which relate to Awards under the P#ang) such arrangements may be either generallicable or applicable only in specific
cases. Notwithstanding anything in the Plan tocth@&rary, the terms of each Award shall be condtsgeas to be consistent with such other
arrangements in effect at the time of the Award.

11.06 No Fractional Shares. No fractional Shared bl issued or delivered pursuant to the PlaangrAward. The CEO shall determine
whether cash, other Awards or other property df@ibsued or paid in lieu of fractional Shares betler such fractional Shares or any rights
thereto shall be forfeited or otherwise eliminated.

11.07 Governing Law. The validity, interpretati@onstruc-tion and effect of the Plan and any rales regulations relating to the Plan shall
be governed by the laws of the State of Delawaithéut regard to the conflicts of laws thereof)dapplicable federal law.

11.08 Severability. If any provision of the Plaroisbecomes or is deemed invalid, illegal or unssdable in any jurisdiction, or would
disqualify the Plan or any Award under any law dedrapplicable by the CEO, such provision shalldrestrued or deemed amended to
conform to applicable laws or if it cannot be coustl or deemed amended without, in the determimatishe CEO, materially altering the
intent of the Plan, it shall be deleted and theaiedter of the Plan shall remain in full force affi@et; provided, however, that, unless
otherwise determined by the CEO, the provisionlstalbe construed or deemed amended or deletédr@gpect to any Participant whose
rights and obligations under the Plan are not stiltjethe law of such jurisdiction or the law deehagplicable by the CEO.
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SECTION 12. Effective Date.
12.01 The Plan shall become effective as of Janl@y995.
THE WILLIAMS COMPANIES, INC.

By /'s/ John C. Fischer

John C. Fischer
Vi ce President
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EXHIBIT 11

THE WILLIAMS COMPANIES, INC.

COMPUTATION OF EARNINGS PER COMMON
AND COMMON-EQUIVALENT SHARE

Primary earnings:
Income from continuing operations................
Preferred stock dividends:
$2.21 cumulative preferred stock..............
$3.875 cumulative convertible exchangeable pre
$3.50 cumulative convertible preferred stock..
Effect of preferred stock exchange............

Income from continuing operations, net of preferr
dividends.........ccooevieiiiiiiccinin
Income from discontinued operations..............

Income before extraordinary loss, net of preferre
dividends..........cooeeeiiiiieecinen
Extraordinary 10SS........ccccoeviiiveeenniinns

Income applicable to common stock................

Primary shares:
Average number of common shares outstanding durin
Common-equivalent shares attributable to options

Total common and common-equivalent shares........

Primary earnings per common and common-equivalent s
Income from continuing operations................
Income from discontinued operations..............

Income before extraordinary loss.................
Extraordinary 10SS........ccccoeviiiieeeniinns

Net income..........oooecvevvvieiennnns

Fully diluted earnings:
Income from continuing operations................
Preferred stock dividends:
$2.21 cumulative preferred stock..............
Effect of preferred stock exchange............

Income from continuing operations, net of preferr
dividends..........ccocveeiiiiiieiinieen
Income from discontinued operations..............

Income before extraordinary loss, net of preferre
dividends..........ccocvieiiiiieceinien
Extraordinary 10SS........ccccceveiiieeenninns

Income applicable to common stock................

Fully diluted shares:
Average number of common shares outstanding durin
Common-equivalent shares attributable to options

Shares attributable to conversion, assumed at Jan
the conversion dates, of convertible exchangea

Fully diluted earnings per common and common-equiva
Income from continuing operations................
Income from discontinued operations

Income before extraordinary loss.................
Extraordinary [0SS........ccccceeeeeeviiiiinnnns

YEARS ENDED DECEMBER 31,

1995 1994 199

(THOUSANDS, EXCEPT PER-SHARE

AMOUNTS)
................ $ 299,400 $164,900 $185,

................ 6,000 8,800 8,
ferred stock.... -- -- 2

284,100 156,100 173,
1,018,800 94,000 46,

d stock

................ 1,302,900 250,100 220,
................ - (12,200)

................ $1,302,900 $237,900 $220,
g the period.... 98,713 101,235 98,

and deferred
................ 3,333 1,235 1,

................ 102,046 102,470 99,

hare

................ $ 278 $ 152 $ 1
................ 9.99 .92

................ 12.77 2.44 2
................ - (.12)

................ $ 1277 $ 232 $ 2
................ $ 299,400 $164,900 $185,
................ 6,000 8,800 8,
................ 3,500 -

ed stock

................ 289,900 156,100 176,
................ 1,018,800 94,000 46,
d stock

................ 1,308,700 250,100 222,
................ - (12,200)

................ $1,308,700 $237,900 $222,
g the period.... 98,713 101,235 98,

and deferred

................ 3,518 1,267 1,
uary 1, 1993 to

ble preferred

................ 104,853 102,502 103,

276 $ 152 $ 1
9.72 .92

735

176

911



Net income

$ 2.32

$ 2




EXHIBIT 12
THE WILLIAMS COMPANIES, INC. AND SUBSIDIARIES

COMPUTATION OF RATIO OF EARNINGS TO COMBINED FIXED CHARGES
AND PREFERRED STOCK DIVIDEND REQUIREMENTS

YEARS ENDED DECEMBER 31,

1995 1994 1993 1992 1991

(DOLLARS IN MILLIONS)

Earnings:

Income from continuing operations before income
EAXES. .ot . $401.4 $246.6 $298.0 $1455 $93.1

Add:
Interest expense -- Net........cccceveeeen... . 2634 139.8 140.8 136.5 134.2
Rental expense representative of interest

factor.....coviiiiic . 269 9.2 8.1 8.3 5.3

Preferred dividends of subsidiaries........... 3.7 - -- 3 8
Interest accrued -- 50% owned company......... 30.7 317 313 273 10.3
Minority interest expense...........cccoc.ue.. 10.0 - -- - --
Other..ceiiiiiieeiccec e 5.5 2.0 4.1 4 9

Total earnings as adjusted plus fixed
charges......cocoveeiiieeiieen, . $741.6 $429.3 $482.3 $318.3 $244.6

Combined fixed charges and preferred stock dividend
requirements:

Interest expense - Net........cccceevveennnnn. . $263.4 $139.8 $140.8 $136.5 $134.2
Capitalized interest..........ccocceeveiineenn. . 145 6.0 104 8.9 4.7
Rental expense representative of interest

fACHOr ... . 26.9 9.2 8.1 8.3 53
Pretax effect of dividends on preferred stock of

the Company.......cccceceveeieeeiieeneenn. . 180 131 191 194 159
Pretax effect of dividends on preferred stock of

subsidiaries.........cocoeeererieeeiennnen. . 58 - -- 4 1.2
Interest accrued -- 50% owned company............ . 307 317 313 273 10.3

Combined fixed charges and preferred stoc k
dividend requirements.................. . $359.3 $199.8 $209.7 $200.8 $171.6

Ratio of earnings to combined fixed charges and
preferred stock dividend requirements............ . 206 215 230 159 143




LOGO

KEITH E. BAILEY, CHAIRMAN OF THE BOARD,
PRESIDENT AND CHIEF EXECUTIVE OFFICER

To the Stockholders of The Williams Companies, Inc.

You are cordially invited to attend the Annual Megtof Stockholders of The Williams Companies, lticbe held on Thursday, May 16,
1996, in the Adam's Mark Hotel, 100 East 2nd Streefsa, Oklahoma, commencing at 11 a.m., loca¢tiiie look forward to greeting
personally as many of our stockholders as posaitilee meeting.

The Notice of the Annual Meeting and Proxy Statehaesompanying this letter provide information cerming matters to be considered and
acted upon at the meeting. A report on the operatid the Company will be presented at the meetoilpwed by a question-and-answer and
discussion period.

We know that most of our stockholders are unabtequally to attend the Annual Meeting. Proxiessalicited so that each stockholder has
an opportunity to vote on all matters that are dalexl to come before the meeting. Whether or natplan to attend, please take a few
minutes now to sign, date and return your proxthaenclosed postage-paid envelope. Regardlebe ofutmber of shares you own, your vote
is important.

Thank you for your continued interest in the Compan
Very truly yours,

/sl KEITH E. BAILEY
Keith E. Bail ey

Encl osur es
March 27, 1996



THE WILLIAMS COMPANIES, INC.
ONE WILLIAMS CENTER
TULSA, OKLAHOMA 74172

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
MAY 16, 1996

To the Stockholders of
The Williams Companies, Inc.

NOTICE IS HEREBY GIVEN that the 1996 Annual MeetiafjStockholders of The Williams Companies, Indl ¢ held in the Adam'
Mark Hotel, 100 East 2nd Street, Tulsa, OklahomiaT loursday, May 16, 1996, at 11 a.m., local tinoe ttie following purposes:

1. To elect four directors of the Company;
2. To consider and act upon a proposal to apptowd 996 Stock Plan;
3. To consider and act upon a proposal to apptowd 996 Stock Plan for Non-Employee Directors;

4. To consider and act upon a proposal to ratiéyappointment of Ernst & Young LLP as the indepemndeiditor of the Company for 1996;
and

5. To transact such other business as may propenhe before the meeting or any adjournment thereof.

The Board of Directors has fixed the close of besinon March 22, 1996, as the record date for teging, and only holders of Common
Stock of record at such time will be entitled tdesat the meeting or any adjournment thereof.

By Order of the Board of Directors

David M. Higbee
Secretary

Tulsa, Oklahoma
March 27, 1996

EVEN IF YOU INTEND TO BE PRESENT AT THE MEETING, HASE SIGN, DATE AND RETURN THE ACCOMPANYING PROXY
PROMPTLY SO THAT YOUR SHARES OF COMMON STOCK MAY BEEPRESENTED AND VOTED AT THE MEETING. A
RETURN ENVELOPE IS ENCLOSED FOR THIS PURPO!



THE WILLIAMS COMPANIES, INC.
ONE WILLIAMS CENTER
TULSA, OKLAHOMA 74172

PROXY STATEMENT
FOR
ANNUAL MEETING OF STOCKHOLDERS
MAY 16, 1996

This Proxy Statement is furnished by The Williamapanies, Inc. (the "Company"), in connection wiita solicitation of proxies by the
Board of Directors of the Company to be used atl®@5 Annual Meeting of Stockholders to be helthattime and place and for the
purposes set forth in the foregoing Notice of AnrMaeting of Stockholders, and at any and all adjments of said meeting. The term
"Company" also includes subsidiaries where theednequires.

SOLICITATION AND REVOCATION OF PROXIES AND VOTING

Execution and return of the enclosed proxy will imany way affect a stockholder's right to attéimel Annual Meeting of Stockholders and to
vote in person, and a stockholder giving a proxytha power to revoke it at any time before itisreised. The proxy may be revoked prior
to its exercise by delivering written notice of oeation to the Secretary of the Company, by exeguilater dated proxy or by attending the
Annual Meeting and voting in person. Properly exedproxies in the accompanying form, receivedua time and not previously revoked,
will be voted at the Annual Meeting or any adjousmnthereof as specified therein by the persomgithie proxy, but, if no specification is
made, the shares represented by proxy will be vasagcommended by the Board of Directors.

The expenses of this proxy solicitation, includthg cost of preparing and mailing the Proxy Statgraed proxy, will be paid by the
Company. Such expenses may also include the changesxpenses of banks, brokerage firms, and ottstodians, nominees or fiduciaries
for forwarding proxies and proxy material to benfi owners of the Company's Common Stock. The Gomgxpects to solicit proxies
primarily by mail, but directors, officers, empl@geand agents of the Company may also solicit psaxi person or by telephone or by other
electronic means. In addition, the Company hasnetaMorrow & Co., Inc. to assist in the solicitatiof proxies for which the Company will
pay an estimated $9,500 in fees, plus expensedigbdrsements. This Proxy Statement and accompgupyoxy were first mailed to
stockholders on or about March 29, 1996.

The presence, in person or by proxy, of a majartthe outstanding shares of Common Stock entitlacbte at the Annual Meeting shall
constitute a quorum for the transaction of busingssquorum is present, other than the electibdir@ctors which requires a plurality of the
votes cast, proposals to be voted on at the Anvieeting will be decided by a majority of the votesst by the stockholders entitled to vote
thereon, present in person or represented by proXgss the proposal relates to matters on whiatemian a majority vote is required under
the Company's Restated Certificate of Incorporatsnamended, its By-laws, the laws of the Stafeediware, under whose laws the
Company is incorporated, or other applicable law.

A stockholder may, with respect to the electiomlioéctors: (i) vote for the election of all nomiisegamed herein; (ii) withhold authority to
vote for all such nominees; or (iii) vote for tHeaion of all such nhominees other than any normgnei¢h respect to whom the vote is
specifically withheld by indicating in the spac@yided on the proxy. A stockholder may, with reggeeach other matter to be voted upon:
(i) vote for the matter; (ii) vote against the reattor (iii) abstain from voting on the matter.

Votes withheld from a nominee for election as @&clior or votes on other matters that reflect alistes or broker non-votes (i.e., shares as to
which the record owner has not received instrustivom the beneficial owner of the shares on aenas to which, under the applicable r
of the New York Stock Exchange, t



record owner does not have authority to vote wittsueh instruction), will be treated as preserthatAnnual Meeting for the purpose of
determining a quorum but will not be counted agsatast.

A majority of the votes properly cast is requiredatify the appointment of the auditor. Howeveg &ffirmative vote of a majority of the
votes present or represented by proxy and entibledte is required to approve both the 1996 Silek and the 1996 Stock Plan for Non-
Employee Directors. Accordingly, abstentions wdlMe the effect of a vote against the adoption @fRlans, while broker non-votes will have
no effect on the outcome. On other matters to coefiere the Annual Meeting, abstentions and nons/ai#t have no effect on the outcome.

As a matter of policy, proxies and voting tabulatighat identify individual stockholders are kepbfidential. Such documents are only made
available to those who process the proxy cardsjasdthe vote and serve as inspectors of eleatiome of whom are Company employees,
and certain employees of the Company responsibldnéAnnual Meeting. The vote of any stockholdenat disclosed except as may be
necessary to meet legal requirements.

Only holders of the Company's Common Stock of i@@tithe close of business on March 22, 1996 ,beilentitled to receive notice of and to
vote at the Annual Meeting. The Company had 104@®ELshares of Common Stock outstanding on thedetate, and each share is entitled
to one vote.

ELECTION OF DIRECTORS

The Company's Restated Certificate of Incorporatieramended, provides for three classes of dieofas nearly equal size as possible and
further provides that the total number of direchall be determined by resolution adopted by ffierative vote of a majority of the Board

of Directors, except that the total number of dives may not be less than 5 nor more than 17. &tme of each class of directors is normally
three years and the term of one class expiresyashin rotation.

Four individuals, all of whom are currently dire@f the Company, have been nominated for eleet®odirectors at the Annual Meeting.
Each has been nominated for a thyear term and nine directors will continue in offito serve pursuant to their prior elections. lcoaganct
with the recommendation of the Nominating Committeée Board of Directors proposes that the follayumominees be elected: Mrs. Kay A.
Orr and Messrs. Robert J. LaFortune, Jack A. Mastéll and Peter C. Meinig. The nominees named haga nominated for full three-year
terms expiring in May 1999. Messrs. Harold W. Arsd#r and Ralph E. Bailey, currently directors of @mmpany, will retire at the 1996
Annual Meeting in accordance with the Companyiseetent policy for directors and the Board hastel@¢o reduce the size of the Board to
13 effective with such retirements.

The persons named as proxies in the accompanyaxy,pvho have been designated by the Board of Rirecintend to vote, unless
otherwise instructed in such proxy, for the elattd Mrs. Kay A. Orr and Messrs. Robert J. LaFogtulack A. MacAllister and Peter C.
Meinig. Should any nominee named herein becomeleariabany reason to stand for election as a direat the Company, it is intended that
the persons named in the proxy will vote for thectbn of such other person or persons as the N Committee may recommend and
the Board of Directors may propose to replace suchinee or, if none, the Nominating Committee weitommend that the size of the Board
be reduced. The Company knows of no reason why#the nominees will be unavailable or unable twvese

The names of the nominees and the directors wieosestof office will continue after the 1996 Annidgeting, their principal occupations
during the past five years, other directorshipsl lagld certain other information are set forth below
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STANDING FOR ELECTION
CLASS |
(TERM EXPIRES MAY 1999)
ROBERT J. LAFORTUNE, AGE 69

Director since 1978. Mr. LaFortune is self-employed manages personal interests and investmentsasdleeen so employed for more than
five years. He is the former mayor of Tulsa. MrFbatune is also a director of BOk Financial Corpiora

JACK A. MACALLISTER, AGE 68

Director since 1994. Mr. MacAllister is Chairman &#itus of U S WEST, Inc., a telecommunications camp Mr. MacAllister retired as
Chairman of the Board of U S WEST in 1992. He seéra®the Chief Executive Officer of U S WEST fro882 to 1990. Mr. MacAllister is
also a director of TELUS Corporation/AGT Limited.

PETER C. MEINIG, AGE 56

Director since 1993. Mr. Meinig is President ande€Executive Officer of HM International, Inc. paivately-owned diversified
manufacturing and management company, and hasftvesmore than five years.

KAY A. ORR, AGE 57

Director since 1991. Mrs. Orr served as Governddetiraska from 1987 to 1991. Mrs. Orr is also aator of the Consumer Services Board
of ServiceMaster and VanCom.

DIRECTORS CONTINUING IN OFFICE
CLASS I
(TERM EXPIRES MAY 1997)
KEITH E. BAILEY, AGE 53

Director since 1988. Mr. Bailey was elected Chaimroathe Board of the Company in 1994. He was eté&tresident of the Company in 1!
and Chief Executive Officer in 1994. He served &sdttive Vice President of the Company from 1986962. Mr. Bailey is also a director
of BOK Financial Corporation, Northwest Pipeliner@aration, Transcontinental Gas Pipe Line CorporatTexas Gas Transmission
Corporation and Apco Argentina Inc.

ERVIN S. DUGGAN, AGE 56

Director since 1994. Mr. Duggan is President antfdhxecutive Officer of the Public Broadcasting 8ee the network and program
distribution company of America's public televisigiations, and has been since 1994. He was a F€&ieramunications Commissioner from
1990 until 1994.

JAMES C. LEWIS, AGE 63

Director since 1978. Mr. Lewis is Chairman of theaBd of Optimus Corporation, an investment company, has been for more than five
years. Mr. Lewis is also a director of CFT, |



JAMES A. MCCLURE, AGE 71

Director since 1991. Mr. McClure is President ofGlare, Gerard & Neuenschwander, Inc., a governmaations consulting firm, and is of
counsel to the law firm of Givens, Pursley & Hugtl8oise, Idaho, and has been for more than fiwsieHe was a U.S. Senator from Idaho
from 1973 to 1990. Mr. McClure is also a directbBoise Cascade Corporation and Coeur d'Alene MiZ@poration.

CLASS 1l
(TERM EXPIRES MAY 1998)
GLENN A. COX, AGE 66

Director since 1992. Mr. Cox was President and Objgerating Officer of Phillips Petroleum Compaaycompany engaged in the
exploration, production, refining and marketingpetroleum and in the manufacture and distributiba wide variety of chemicals, until his
retirement in 1991. Mr. Cox is also a director @BFinancial Corporation, Helmerich & Payne, IneddJnion Texas Petroleum Holdings,
Inc.

THOMAS H. CRUIKSHANK, AGE 64

Director since 1990. Mr. Cruikshank was ChairmathefBoard and Chief Executive Officer of HallimmtCompany, a diversified oil field
services, engineering and construction company, hiatretirement in 1995. He was an executive aflidurton for more than five years. Mr.
Cruikshank is also a director of The Goodyear &irtubber Company and Central and Southwest Corjporat

PATRICIA L. HIGGINS, AGE 46

Director since 1995. Ms. Higgins is President, Waile Communications Market Sector Group of Uni@gsporation, an information
management company applying information servicestachnology expertise for business and governnaewthas been since 1995. She was
a Group Vice President of NYNEX from 1991 to 199l avas employed by AT&T in various managemienel positions from 1977 to 19¢
Ms. Higgins is also a director of Fleet Bank.

GORDON R. PARKER, AGE 60

Director since 1987. Mr. Parker was Chairman ofBbard of Newmont Mining Corporation, a company &yed in the exploration for, and
the operation and management of, precious metakpties, until his retirement in 1994. He was aecetive of Newmont for more than five
years. Mr. Parker is also a director of Caterpilfar. and Phelps Dodge Corporatir

JOSEPH H. WILLIAMS, AGE 62

Director since 1969. Mr. Williams is engaged ingueral investments. He was Chairman of the BoardGimef Executive Officer of the
Company prior to his retirement in 1994. He wag®ecutive of the Company for more than five yelhs.Williams is also a director of The
Prudential Life Insurance Company of America.

COMMITTEES, MEETINGS AND DIRECTOR COMPENSATION

The Board of Directors has the responsibility fstablishing broad corporate policies and for therall performance of the Company.
However, the Board is not involved in the day-tg-dperations of the Company. The Board is keptringd of the Company's business
through discussions with the Chief Executive Offiaad other officers, by reviewing analyses anarespprovided to them on a regular basis
and by participating in Board and Committee meeging



The Board of Directors held 11 meetings during 198& director attended less than 75 percent oBiterd and Committee meetings. The
Board has established standing committees to cendisignated matters. The Committees of the BaxardExecutive, Audit, Nominating a
Compensation. In accordance with the By-laws ofGbenpany, the Board of Directors annually eleatsnfits members the members and
chairman of each committee.

Executive Committee. Members: Keith E. Bailey, Chein, Glenn A. Cox, Robert J. LaFortune, Jameselid, Peter C. Meinig and Joseph
H. Williams.

The Executive Committee is authorized to act ferBoard of Directors in the management of the lassirand affairs of the Company, except
as such authority may be limited from time to tibyethe laws of the State of Delaware. The Execufleenmittee met two times in 1995.

Audit Committee. Members: Robert J. LaFortune, @han, Ervin S. Duggan, Patricia L. Higgins, Jame&dwis, James A. McClure, Peter
C. Meinig and Kay
A. Orr.

The Audit Committee is composed of nonemployeecttirs. The Audit Committee annually considers thalifications of the independent
auditor of the Company and makes recommendatiotietBoard on the engagement of the independeiitbautihe Audit Committee meets
on a scheduled basis with representatives of thepiendent auditor and is available to meet atdfeast of the independent auditor. During
meetings, the Audit Committee receives reportsndigg the Company's books of accounts, accountioggulures, financial statements, audit
policies and procedures and other matters wittérsttope of the Committee's duties. It reviews thegpfor and results of audits of the
Company and its subsidiaries. It reviews and apgsdlie independence of the independent auditoonkiders and authorizes the fees for
both audit and nonaudit services of the independeditor, and the Committee or its Chairman mus#ta@ize in advance any nonaudit
services in excess of $50,000.

The Audit Committee also meets with representatdfdhe Company's Audit Services Department. ltewe the results of the internal aud
compliance with the Company's written policies anocedures and the adequacy of the Company's sydteternal accounting and
management controls. It meets with the financial accounting officers of the Company and the exeeuwfficers of subsidiary companies
review various aspects of their operations. Dufif§5, the Audit Committee met five times.

Nominating Committee. Members: Harold W. Andergehairman, Ralph E. Bailey, Thomas H. CruikshankkJa MacAllister, James £
McClure, Kay A. Orr, Gordon R. Parker and Joseph\iliams.

The Nominating Committee is composed of nonemplalieextors. The Nominating Committee is responsibieecommending candidates
to fill vacancies on the Board as such vacancieamas well as the slate of nominees for eledi®directors by the stockholders at each
Annual Meeting of Stockholders. Additionally, them@mittee recommends to the Board the individudddgadhe Chairman of the Board and
Chief Executive Officer. During 1995, the NomingtiG@ommittee met four times.

Qualifications considered by the Nominating Comesitfor director candidates include an attainedtiposof leadership in the candidate's
field of endeavor, business and financial expesedemonstrated exercise of sound business judgmargrtise relevant to the Company's
lines of business and the ability to serve theradtis of all stockholders. The Committee will caesidirector candidates submitted to it by
other directors, employees and stockholders. Asjaisite to consideration, each recommendation brisiccompanied by biographical
material on the proposed candidate, as well aadination that the proposed candidate would bengilto serve as a director if elected.
Recommendations with supporting material may bé teetne attention of the Corporate Secretary.

Compensation Committee. Members: Thomas H. Cruiksh@hairman, Ralph E. Bailey, Glenn A. Cox, Er@nDuggan, Jack A.
MacAllister and Gordon R. Parker.

The members of the Compensation Committee are nplogee directors and are ineligible to participatany of the plans or programs
which are administered by the Committee. The Corsgion Committee approves the standard for sestitayy ranges for executive officers
of the Company, reviews and



approves the salary budgets for all other officdérthe Company and of each subsidiary and spelifioaviews and approves the
compensation of the senior executives of the Compéareviews action taken by management in acamdavith the salary guidelines for
executives and establishes the performance obgsctor variable compensation for executives. kb algproves stock option grants for the
executive officers named herein. See the "Compiems&ommittee Report on Executive Compensatiorévelere herein. During 1995, the
Compensation Committee met five times.

Compensation of Directors. Employee directors rexap additional compensation for service on tharBaf Directors or Committees of the
Board. Directors who are not employees currenitginge an annual retainer of $24,000 and a Commigtesgner (with the exception of the
Executive Committee) of $4,000 for each Committesignment held, and an additional fee for atten8iogrd and Committee meetings (v
the exception of Executive Committee meetings)lg080 and $500, respectively. Members of the Exee@ommittee do not receive an
annual retainer but do receive a $750 meetingGbairmen of the Audit, Nominating and Compensa@@mmittees are paid an additional
annual fee of $2,500.

Under the terms of a Plan for Election to Defereldior Fees, a director may defer all or part ohsfiees to any subsequent year or until such
individual ceases to be a director. Interest omigletl amounts accrues monthly at prime interessré#iive directors elected to defer fees
under this plan in 1995.

Under the Company's 1988 Stock Option Plan for Barployee Directors, all nonemployee directors nez@in annual stock option grant of
2,000 shares of the Company's Common Stock. Thergptest after six months. The exercise pricajisaéto the market value of the stock
on the date of grant as defined by the Plan.

The Board has adopted, subject to stockholder &pped the Annual Meeting, the 1996 Stock PlanNon-Employee Directors. See
"SUMMARY OF THE 1996 STOCK PLAN FOR NON-EMPLOYEE RECTORS." If approved, the new plan will continoeptovide
annual grants of options to purchase 2,000 shd&r@smmon Stock. In addition, the new plan will pide for an annual grant of 250 share:
Common Stock and elective deferrals of cash fediseiiorm of Common Stock or deferred stock. Ifraped, the Board intends to reduce
amount of the annual cash retainer from $24,0G81%,000.

All directors are reimbursed for reasonable oupatket expenses incurred in attending meetingseoBbard or any Committee or otherwise
by reason of their being a director.



EXECUTIVE COMPENSATION AND OTHER INFORMATION
SUMMARY OF CASH AND CERTAIN OTHER COMPENSATION

The following table provides certain summary infation concerning compensation of the Company'sf@&xecutive Officer and each of t
four other most highly compensated executive officd the Company for the three fiscal years eridecember 31, 1995:

SUMMARY COMPENSATION TABLE

ANN UAL ALL OTHER

COMPEN SATION LONG-TERM COMPENSATION COMPENSATION(1)
AWARDS PAY OUTS
RESTRICTED
STOCK
NAME AND PRINCIPAL BONUS AWARDS(2)(3) STOCK L TIP
POSITION YEAR  SALARY (YR. EARNED) (YR.EARNED) OPTIONS PAYO UTS(4)

Keith E. Bailey 1995 $572,000 $250,000 $ 573,950(5) 50,000 $ 0 $13,740
Chairman, Presidentand 1994 550,000 0 1,202,750(5) 50,000 0 13,500
Chief Executive Officer 1993 450,000 283,500 303,750 40,000 $57 3,375 17,961

Brian E. O'Neill 1995 $313,600 $239,640 $ 70,560 15,000 0 $58,483(6)
President, 1994 304,600 109,000 82,000 16,600 0 58,243(6)
Williams' Interstate 1993 267,250 96,210 108,236 16,600 0 60,345(6)
Natural Gas Pipelines

Lloyd A. Hightower 1995 $291,600 $167,880 $ 50,520 15,000 0 $13,740
President, Williams 1994 271,600 70,200 90,000 16,600 0 13,500
Field Services Group 1993 215,748 81,599 86,513 14,934 $4 1,700 17,961

Stephen L. Cropper 1995  $290,000 $194,516 $ 51,221 25,000 0 $13,740
President, Williams Pipe 1994 271,600 80,500 81,000 16,600 0 13,500
Line, Williams Energy 1993 220,212 96,893 109,005 16,600 $31 2,750 17,961
Services and Williams
Energy Ventures

John C. Bumgarner, Jr. 1995  $279,450 $246,712 $ 312,876(7) 25,000 0 $13,740
Senior Vice President, 1994 266,450 110,000 53,000 15,000 0 13,500
Corporate Development &

Planning 1993 234,900 123,323 105,705 14,200 $20 8,500 17,961

(1) Consists of contributions made by the Comparntyé Investment Plus Plan, a defined contribupiam, on behalf of each of the named
executive officers and allocations made by the Camggto the accounts of the named executive offigader the Bonus Employee Stock
Ownership Plan, except as noted in Note 6.

(2) Awards reported in this column include the dollalue of awards converted to deferred stochkr{césd stock in the case of Mr. Bailey for
1994 and 1995 and restricted stock and deferreft atahe case of Mr. Bumgarner for 1995) undertdrens of the Company's 1990 Stock
Plan. Awards converted to deferred stock are dorteased on the 52-week average stock price faawaed year. Receipt of deferred stock is
deferred for three years. The restrictions on éstricted stock awards to Mr. Bailey will lapseoimethird increments in 2002, 2003 and 2C

(3) The total number of restricted shares heldthechggregate market value at December 31, 199%, agefollows: Mr. Bailey, 87,000 sha
valued at $3,817,125 and Mr. Bumgarner, 10,000eseelued at $438,750. Dividends are paid on tseicted shares and dividend
equivalents are paid on deferred stock at the $angeand at the same rate as dividends paid t&istdders generally. The total number of
shares of deferred stock held and the aggregateetaalue at December 31, 1995, were as follows:Barley, 23,776 shares valued at
$1,043,172; Mr. O'Neill, 18,190 shares valued &85386; Mr. Hightower, 10,225 shares valued at $828 Mr. Cropper, 7,174 shares
valued at $314,759; and Mr. Bumgarner, 13,714 sheaikied at $601,702. Aggregate market value waslleged using $43.875 per share,
the closing price of the Company's Common Stocknteg in the table entitled "New
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York Stock Exchange Composite Transactions" corthin The Wall Street Journal for December 29, 1995

(4) The amounts shown represent payment of long-tevards made in 1990 and valued at $26.0625 pee stihe average of the high and
low prices of the Company's Common Stock repometthé table entitled "New York Stock Exchange CoaifgoTransactions" contained in
The Wall Street Journal for December 13, 1993 dtite of payment.

(5) Represents 25,000 shares of restricted stdcledat the market price on date of grant ($26)rdein January 1994, 22,000 shares of
restricted stock valued at December 31, 1994 (£5.awarded in 1995 as 1994 incentive compensationl3,100 shares of restricted stock
valued at December 31, 1995 ($43.813) awarded 36 &3 1995 incentive compensation instead of thle and deferred stock incentive
compensation received by other executive officers.

(6) Includes an annual payment of $44,742 from 3cantinental Gas Pipe Line Corporation, a subsiddathe Company, under the terms of
a separation of employment agreement between MieilDand Transco Energy Company, dated Novembed287.

(7) Includes 10,000 shares of restricted stockadht the market price on date of grant ($25) avarded as a special bonus in 1995. The
restrictions on Mr. Bumgarner's restricted stoglskathree years from date of grant.
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STOCK OPTION GRANTS IN LAST FISCAL YEAR

The following table provides certain informatiomeerning the grant of stock options during the ¢tashpleted fiscal year to the named

executive officers:

NUMBER OF  PERCEN
SECURITIES TOTAL O
UNDERLYING GRANTE
OPTIONS EMPLOYE

NAME GRANTED FISCAL
Keith E. Bailey 16,666 0
16,667 0
16,667 0
50,000 1
Brian E. O'Neill 5,000 0
5,000 0
5,000 0
15,000 0
Lloyd A. Hightower 5,000 0
5,000 0
5,000 0
15,000 0
Stephen L. Cropper 8,333 0
8,333 0
8,334 0
25,000 0
John C. Bumgarner, Jr. 8,333 0
8,333 0
8,334 0
25,000 0

(1) Options granted in 1995 to the named executffieers became exercisable in November 1995 d@epmvision allowing for accelerated
vesting when the Common Stock price reached 1m6dstithe average stock price on the first businag®fiJanuary in the award year, for
five out of ten consecutive business days. Othenviige stock options would have vested 50 peraedaauary 20, 1998, and 50 percent on
January 20, 1999, subject to accelerated vestingriiain circumstances. The options generally laategm of ten years, subject to earlier
expiration following certain terminations of theeexitive officers' employment. The options permé #xecutive officers to elect cashless
withholding of option shares to pay taxes in cartaicumstances. The Company granted these optinaear its 1990 Stock Plan.

(2) The dollar amounts shown result from calculagiasing 5 percent and 10 percent appreciatios satieby the Securities and Exchange
Commission, compounded annually and, thereforenarintended to forecast possible future appriegiatf any, of the Company's stock

price.

OPTION GRANTS IN LAST FISCAL YEAR

INDIVIDUAL GRANTS(1)

TOF

PTIONS EXERCISE

D TO OR BASE

ESIN PRICE EXPIRATION
YEAR (PER SHARE) DATE

49% $30.00 03/16/05
49 34.00 07/22/05
49 40.00 11/16/05
AT% $1,
.15% $30.00 03/16/05
15 34.00 07/22/05
15 40.00 11/16/05
.45% $
.15% $30.00 03/16/05
.15 34.00 07/22/05
.15 40.00 11/16/05
.45% $
.25% $30.00 03/16/05
.25 34.00 07/22/05
.25 40.00 11/16/05
.75% $
.25% $30.00 03/16/05
.25 34.00 07/22/05
.25 40.00 11/16/05
.75% $

OTENTIAL REALIZABLE VALUE
T ASSUMED ANNUAL RATES OF
STOCK PRICE APPRECIATION

FOR OPTION TERM(2)

314,987 $ 794,968
357,007 901,018
420,008 1,060,021
092,002 $2,756,007
94,500 $ 238,500
107,100 270,300
126,000 318,000
327,600 $ 826,800
94,500 $ 238,500
107,100 270,300
126,000 318,000
327,600 $ 826,800
157,494 $ 397,484
178,493 450,482
210,017 530,042
546,004 $1,378,008
157,494 $ 397,484
178,493 450,482
210,017 530,042
546,004 $1,378,008




OPTION EXERCISES AND FISCAL YEAR-END VALUES

The following table provides certain information stock option exercises in 1995 by the named ekexofficers and the value of such
officers' unexercised options at December 31, 1995:

AGGREGATED OPTION EXERCISES IN LAST FISCAL YEAR
AND FISCAL YEAR-END OPTION VALUES

NUMBER OF SECURITIES VA LUE OF UNEXERCISED,
UNDERLYING UNEXERCISED | N-THE-MONEY OPTIONS
OPTIONS AT FISCAL YEAR-END AT FISCAL YEAR-END(1)
SHARES ACQUIRED VALUE = -memsesmmessssmcmcccccoceoe e e
NAME ON EXERCISE REALIZED EXERCISABLE UNEXERCISABLE EXERC ISABLE UNEXERCISABLE

Keith E. Bailey................ 12,800 $256,000 255,531 46.669 $5,76 1,810 $ 787,533

Brian E. O'Neill.... 0 0 122,998 16,602 2,96 2,209 282,000

Lloyd A. Hightower... 0 0 42,619 16,047 74 2,977 269,859

Stephen L. Cropper.. 0 0 109,376 16,602 2,35 4,024 288,000

John C. Bumgarner, Jr.......... 0 0 42,621 14,736 58 2,606 249,892

(1) Based on the closing price of the Company's @omStock reported in the table entitled "New Y8tkck Exchange Composite
Transactions" contained in The Wall Street JoufmaDecember 29, 1995 ($43.875), less the exeprise. The values shown reflect the
value of options accumulated over periods of ugetoyears. Such values had not been realized taddlte and may not be realized. In the
event the options are exercised, their value veiflehd upon the value of the Company's Common Stoc¢ke date of exercise.

RETIREMENT PLAN

The Company's Pension Plan is a noncontributoxyqtealified defined benefit plan subject to the Hoyee Retirement Income Security Act
of 1974. The Pension Plan generally includes sadagmployees of the Company who have completegeaeof service. Except as noted
below, executive officers of the Company participat the Pension Plan on the same terms as otlh¢inia employees.

The normal retirement benefit is a monthly anndiggermined by averaging compensation during thedalendar years of employment with
the highest average monthly compensation withirtehecalendar years preceding retirement. Covesetpensation includes amounts in the
Bonus and Restricted Stock Awards columns of thar8ary Compensation Table (as to deferred stock amdyrestricted stock in the case of
Mr. Bailey). Normal retirement age is 65. Earlyinenent may be taken with reduced benefits begmagearly as age 55. At retirement,
employees are entitled to receive a single-lifeugtyror one of several optional forms of settlemieating an equivalent actuarial value to the
single-life annuity.

The Internal Revenue Code of 1986, as amended@ee"), currently limits the pension benefits whitan be paid from a tax-qualified
defined benefit plan, such as the Pension Plamigtdy compensated individuals. These limits preéerch individuals from receiving the full
pension benefit based on the same formula as Ixapfe to other employees. As a result, the Compeas adopted an unfunded
Supplemental Retirement Plan to provide a suppléshegtirement benefit equal to the amount of swchuction to every employee whose
benefit payable under the Pension Plan is redugétilde limitations, including the executive offisaramed in the Summary Compensation
Table.
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The following schedule illustrates projected anmetitement benefits based on the formula in effecservice after January 1, 1987, payable
under both the tax-qualified and the supplemeetiement plans based on various levels of finatage annual remuneration and years of
service. The benefits are not subject to dedudtoany offset amounts:

PENSION PLAN TABLE

YEARS OF SERVICE

REMUNERATION 15 20 25 30 35
$ 400,000........ccccureriinnnn $109,138 $1 45,518 $181,897 $218,277 $254,656
600,000........cccceeiiiiinnnne 164,638 2 19,518 274,397 329,277 384,156
800,000........cccceevviennn. 220,138 2 93,518 366,897 440,277 513,656
1,000,000.........cccvriiunnnnne 275,638 3 67,518 459,397 551,277 643,156
1,200,000........ccccvriinnnnnn 331,138 4 41,518 551,897 662,277 772,656
1,400,000........cccvmveeennnnnn. 386,638 5 15,518 644,397 773,277 902,156

As of December 31, 1995, the years of creditedisender the Pension Plan for the executive aficamed in the Summary Compensation
Table were:
Mr. Bailey, 22; Mr. O'Neill, 8; Mr. Hightower, 22r. Cropper, 21; and Mr. Bumgarner, 19.

EMPLOYMENT AGREEMENTS

As authorized by the Board of Directors, the Conyplaais separate employment agreements with certdire @xecutive officers named in 1
Summary Compensation Table and certain other iddals. Each agreement is for a term of thirty msnténewing monthly on an
"evergreen" basis unless terminated under variemsination options.

The agreements provide that if the Company terramtiie agreement, other than for cause, as defimredisability, as defined, or on less
than thirty months' notice or the executive terrtesahe agreement for breach by the Company, imgdugbod reason, as defined, then,
subject to the duty to mitigate, the executive ldhalentitled to receive damages for breach ofitireement, consisting of (i) a cash payment
equal to the executive's compensation, includicgritive compensation, that would have been paishgdine thirty-month notice period,
assuming certain increases; (ii) an increase irexeeutive's retirement benefits based upon artiaddi five years of age and credited
service; (iii) continuation of the executive's jEpation in insurance and other fringe benefitnglaf the Company, or the provision of
equivalent benefits, for a period of five yearsy éiwv) payment of an amount equal to nonvestedrimrttons to certain other benefit plans of
the Company. The Company does not believe thabfaych payments would constitute "parachute paysiiers defined in Section 280G of
the Code and, therefore, would not be subjectdcetttise tax imposed under the Code. However giretient the payments are determined to
be subject to such tax, the agreements providgtieaCompany will pay an additional cash amounficgaht to pay such tax.
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COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSA TION

The Compensation Committee of the Board of Direc(thre "Committee") is composed entirely of indegmt outside directors. The
Committee is responsible for overseeing and aduteirigy the Company's executive compensation program

COMPENSATION POLICY

The executive compensation program of the Compadgsigned to serve the interests of the Compamytastockholders by aligning
executive compensation with stockholder objectied to encourage and reward management initisgindgerformance. Specifically, the
executive compensation program seeks to:

() implement compensation practices which alloe @ompany to attract and retain qualified execstaed maintain a competitive position
in the executive marketplace with employers of caraple size and in similar lines of business;

(if) enhance the compensation potential of exeestiwho are in the best position to contribute éogtowth and success of the Company by
providing flexibility to compensate individual permance; and

(iii) directly align the interests of executivestiwihe interests of stockholders through compeasatpportunities in the form of ownership of
Common Stock or Common Stock equivalents.

These objectives are met through a program contpabbase salary; annual cash bonus and defemwekl spportunities directly tied to
individual and operating performance; and long-teraentive opportunities primarily in the form dbsk options and the selective use of
restricted stock. Compensation decisions undeexieeutive compensation program with respect toglea®cutives named in the Summary
Compensation Table are made by the Committee.

COMPENSATION PROGRAM

Base Salary. Base salary ranges for the Compaxstaive officers, including those named in the &ary Compensation Table, are
targeted at the 50th percentile of salary surveulte. For this purpose, the Company compared ttsal group of natural gas transmission
companies which are basically the same companieedtby Standard & Poor's for the S&P Natural Gaex used by the Company in the
performance graph appearing elsewhere herein.dii@al, general compensation survey informationgdied by nationally known
compensation consulting firms and other informationcerning overall compensation levels and strecind levels of stock option awards,
such as compensation and stock option award infitmmdisclosed in proxy statements of other comgsrire used by the Committee in
making compensation decisions. While the Commitidenot retain a compensation consulting firm foedfic advice on base salary
recommendations, the Committee had availabledoritey results from such sources. On average, dhep@ny's executive officers are at
salary levels equal to the midpoints in their resipe salary ranges.

The Committee considers base salary adjustmentsafdr of the Company's executive officers annualiy Committee also approves
annually a merit increase budget for all officétsr 1995, the merit increase budget approved wapetcent. This target was arrived at af
review of survey data. Within this framework, basdary increases for the Company's executive officenged from 3.0 to 4.9 percent,
excluding adjustment increases. The average 1996 imzrease for such officers was 4.0 percentwwad equal to the average merit incre:
for all salaried employees in 1995. Specific inse=afor individual executive officers involve catesiation of certain subjective factors,
principally the performance of such executive aherprior compensation period.

Cash Bonus and Deferred Stock. The bonus arrangdorevir. Bailey is discussed elsewhere herein. dtieer executive officers of the
Company are eligible each year for cash bonusesleigtred stock awards. Each executive officerah@sget opportunity which is a
percentage of base salary that can be earnedstriieh performance targets are met. The targairtymity percentages vary by level of
management. The
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percentages of base salary used for this purpogge faom 10 percent for manager level participamfg5 percent for executive officers. The
four components of the award formula are persoadbpmance, performance to plan, performance tospaed shareholder return. Awards
are earned based on the extent to which preegstatlliserformance targets are achieved in eachBagh.component is weighted, with the
sum of the weights for the four components totating. The components are weighted differently fmhelevel of management depending on
the Committee's subjective judgment as to the @ddr level of management's ability to influence #tthievement of performance targets for
a given award component. An executive officer'sraviar a given year is the sum of the product pthe percentage actual performance
bears to targeted performance (the "performanderfc(ii) the applicable weight of the componefiii) the target opportunity percentage;
and (iv) the participant's base salary, for eactheffour components.

The performance targets for the performance to atahperformance to peers components are set ydimenittee at a threshold, plan and
stretch level in January of each year. The plaallezpresents the projected level of performancéi® plan year as submitted by the
respective business units and as approved by thedBo January of the plan year. Threshold andcddtrrgets represent the Committee's
subjective assessment of performance below whietetbhould be no bonus (the threshold target) arfdnonance at which the full bonus
potential should be paid (the stretch target)elffgrmance is at plan level, the performance faocsad to calculate the award is normally 50
percent. Performance at levels above or below r@anlts in awards representing a linear increasegdse from plan to stretch and from plan
to threshold target levels depending upon whengahgierformance falls. Where results exceed thatcttitarget, the performance factor
applied is within the sole discretion of the Conte®t although, except in unusual circumstancegéhn®rmance factor may not exceed 100
percent of the award potential. Except in unusiralmstances, there are no awards for performaalmvthe threshold level.

The personal performance assessment for each eseofficer is based on a subjective analysis efitidividual's performance with
consideration given to such factors as signifitarginess decisions, innovative achievements arglytioompletion of projects within
budgeted ranges, among other things. The perforenanglan performance factor for 1995 was tiedabimcome attributable to Common
Stock for the Company's executives and operatin§tfr net income before tax of the individual oging companies for executives in these
units. The performance to peers performance fagasrtied to return on equity for the Company's akees and either operating company
operating profit, return on equity or return onetssor consolidated return on equity, for exe@siin these units. Shareholder return
performance was determined by the Committee basd¢kdeochange in value of the Company's Common Sieciompared to return averages
of the S&P 500 and S&P Natural Gas companies. Tdrarfiittee retains the discretion to adjust repopedormance to allow for
extraordinary, nonrecurring factors.

Once the award is determined for each executiveasfhs described above, 70 percent of the awadidsin cash and 30 percent is deferred
and paid in stock. The 30 percent mandatory dedgyogtion vests three years from the award datectiive officers have the option to defer
all or a portion of the cash award. Participant®wlect to defer all or a portion of the cash awead defer for up to five years from the aw
date. Deferred stock cannot be sold or otherwispadied of until the applicable deferral period é&pg he value of the deferred award is at
risk during the deferral period since the valuged to the stock price.

Long-term Compensation. The Company's 1990 Stoak, Ripproved by the stockholders in 1990, perth@&sommittee to grant different
types of stock-based awards, including deferreckstiiscussed above. The 1990 Stock Plan providestdok option awards giving
executives the right to purchase Common Stock aven-year period at the market value per shatikeo€ompany's Common Stock, as
defined by the 1990 Stock Plan, as of the dateftien is granted. The stock option program wassesliin 1995 with 1995 awards vesting
50 percent on January 20, 1998, and 50 percerdramady 20, 1999, with a provision for acceleratestivng before such dates if the Common
Stock price reaches 1.61 times the average stéo& pn the first business day of January in therdwear, for five out of ten consecutive
business days. Vesting of the options granted @b celerated under this formula in November 138%. Committee's objective with
respect to stock option awards is to provide a4mmm component to overall compensation which alitire interests of executives with the
interests of stockholders through stock ownergBgmpensation opportunities in the form of stockans serve this purpose.
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The Committee has established stock option awagetsfor each level of management participatinthénstock option program. The target
levels for annual stock option grants have beeaibtished based on competitive market practicegamgle from 50,000 shares for the
Chairman, President and Chief Executive Officet,®00 shares for manager level employees. In makéegsions on stock option awards,
the Committee has available to it information oeviwus stock option awards granted to executivieaf. Stock option awards are not tie:
preestablished performance targets.

The 1990 Stock Plan also provides for the issuahcestricted stock, which the executive canndt@ebdtherwise dispose of until the
applicable restriction period lapses. Restrictedlsis normally forfeited if the executive termieatemployment for any reason other than
retirement, disability or death prior to the lagsof applicable restrictions. The Committee usatriced stock awards primarily to provide,
on a selective basis, a vehicle for tying an eldméoompensation to the executive's willingneseetoain with the Company.

CHIEF EXECUTIVE OFFICER COMPENSATION

The full Board meets in executive session in Novendf each year to review Mr. Bailey's performanidge session is conducted without Mr.
Bailey present, and the meeting is chaired by tha@i@an of the Compensation Committee. The resfiltisis performance review, which are
shared with Mr. Bailey, are used by the Compensafiommittee in making its review of Mr. Bailey'srfmemance for compensation
purposes.

The Committee approved a merit increase for Mrlean 1995 of 4 percent. The recommendation wasth@rimarily on a subjective
evaluation of Mr. Bailey's performance in 1994, sideration of other actions taken as describedwaltd a review of market survey data.
Mr. Bailey's 1995 base salary, $572,000, was alotiveend of the range of salary survey results.

As previously mentioned, a special incentive conspéion program has been designed for Mr. Baileya Assult, Mr. Bailey does not
participate in the cash bonus and deferred stoafirams applicable to other executive officers pyasly described. In order to weight Mr.
Bailey's base compensation more heavily in the fofistock, the incentive compensation program aggatdor him pays out entirely in
restricted stock to the extent earned. The maxiraward potential under the program is equal to ¥@gnt of base salary. The award earned
in 1995 and paid in January 1996 was 13,100 shdirestricted stock determined by giving considerato three equally weighted
performance components. This award represents di@@mt of the award potential based on the achiemenf targeted performance relative
to net income attributable to Common Stock andkspezformance compared to the stock performaneepafer group. The third component
was a subjective evaluation of performance. Thiictsd stock vests in one-third annual installnsdmtginning in 2002. The restricted stock
is forfeited to the extent Mr. Bailey terminatespgayment prior to the lapse of the respective retsbn periods whether due to resignation,
voluntary retirement without prior Board consentermination for cause.

In 1995, Mr. Bailey was primarily responsible fos@bstantial reshaping of the Company. More thah Bilion in acquisitions and
dispositions were completed resulting in the sizéhe Company doubling. Also in 1995, the Compastéek appreciated approximately 75
percent and market capitalization doubled. Evea year when the stock market reached record hilgase are extraordinary
accomplishments justifying, in the judgment of @emmittee, a special bonus in recognition of tredgevements. Accordingly, for Mr.
Bailey's outstanding performance in 1995, the Caemiawarded him a one-time $250,000 cash bonus.

A stock option grant of 50,000 shares was alsoagat for Mr. Bailey in 1995. This award represek@® percent of the target for stock
option awards previously established by the Conemifor the Chairman, President and Chief Exec@iffecer position. The specific award,
relative to the target, was based on a subjectiadysis of Mr. Bailey's performance.
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OTHER MATTERS

Section 162(m) of the Code places a $1 millionpgeson limitation on the tax deduction the Comparay take for compensation paid to its
Chief Executive Officer and its four other highpatd executive officers, except compensation whimhstitutes performance-based
compensation as defined by the Code is not sutgebe $1 million limit. The Committee believes tim® compensation otherwise deductible
for 1995 was subject to this deductibility limith& Committee generally intends to grant awards wtideproposed 1996 Stock Plan
consistent with the terms of Section 162(m) so $sivah awards will not be subject to the $1 milliomit. In other respects, the Committee
expects to take actions in the future that maydmessary to preserve the deductibility of executmapensation to the extent reasonably
practicable and consistent with other objectivethefCompany's compensation program. In doingh®Committee may utilize alternatives
such as deferring compensation to qualify compé@nsébr deductibility and may rely on grandfatheriprovisions with respect to existing
compensation commitments. If any executive comp@rsaxceeds this limitation, it is expected thatlscases will represent isolated,
nonrecurring situations arising from special circtamces.

The Compensation Committee

Thomas H. Cruikshank, Chairman
Ralph E. Bailey
Glenn A. Cox
Ervin S. Duggan
Jack A. MacAllister
Gordon R. Parker

STOCKHOLDER RETURN PERFORMANCE PRESENTATION

Set forth below is a line graph comparing the Camyfsacumulative total stockholder return on its @eom Stock with the cumulative total
return of the S&P Corporate-500 Stock Index and3&& Natural Gas Index for the period of five fisgaars commencing January 1, 1991:

[GRAPH]
The Williams
Measurement Period Companies, S&P Natural
(Fiscal Year Covered) Inc. S&P 500 Gas
1/1/91 100.00 100.00 100.00
12/31/91 154.61 130.47 86.93
12/31/92 165.29 140.41 96.03
12/31/93 211.48 154.56 114.02
12/31/94 224.64 156.60 108.77
12/31/95 404.62 215.45 153.85
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth, as of March 22, 69he amount of the Company's Common Stock baa#fiowned by each of its directors,
each of the executive officers named in the Sumranypensation Table and by all directors and exexwofficers as a group who were
serving in such capacities at such date.

AMOUNT AND NATURE OF BENEFICIAL OWNERSHIP

SOLE OPTIONS

VOTING AND EXERCISABLE OTHER PERCE NT
INVESTMENT WITHIN  BENEFICIAL OF
NAME OF INDIVIDUAL OR GROUP POWER 60 DAYS OWNERSHIP CLAS S
Keith E. Bailey.......cccovvevnciiiiiiiiee. L 213,357 285,532 580 *
John C. Bumgarner, Jr....ccoocceveveeeeeeananaenes 182,095 53,356 -- *
GleNN A, COXuovvniiiiieeiiiee e 2,000 7,334 - *
Stephen L. Cropper...cccccovvceeeeviiiieeeeeeeee 25,036 120,443 -- *
Thomas H. Cruikshank..........ccooovevvvvvvs L 600 12,000 -- *
Ervin S. DUgQan......ccccveveveveeeeeiiiiiiiieeeee -- 3,334 -- *
Patricia L. HIgQiNS.....cccovvvieeiiiiieeeeeeee L - 4,459 - *
Lloyd A. Hightower.........ccoooocveiiicienns L 78,147 53,131 - *
Robert J. LaFortune.......c.cccooecvvevnicveeeee. L 400 10,000 10,000 *
James C. LeWiS....ccccoovvviveiiiiiceiicee 4,000 16,000 -- *
Jack A. MacAllister.......coooevvvvveeeniccees 4,334 2,000 - *
James A. MCCIUr€.....ccvvveiiiiiiieeeeeeeeee 320 10,000 -- *
Peter C. MeINIG v 1,000 5,334 2,150 *
Brian E. O'Neill......ccccccovvivvviiiis L 31,048 59,265 - *
[5G 172 AV @ ¢ O 1,000 10,000 -- *
Gordon R. Parker.....ccoocovveeviiiiiieiiiees 2,000 16,000 -- *
Joseph H. Williams.........coooovvvvvvvvvneeees L 191,922 3,334 8,200 *
All directors and executive officers as a group (23
PEISONS).iiiiiieiiiiiie e ieee e 858,439 945,045 21,548 1.7 %

* Less than 1 percent.

No director or officer of the Company owns benefilyi any securities of the Company's subsidiartegrothan directors' qualifying shar:
"Other Beneficial Ownership" represents shares imeltust over which the respective individuals @éawting and investment power.

SUMMARY OF THE 1996 STOCK PLAN
INTRODUCTION

On January 21, 1996, the Board of Directors ofGbepany adopted the 1996 Stock Plan (the "Planbjest to stockholder approval. The
Plan, if approved by the stockholders, will replétee Company's existing 1990 Stock Plan, and nibéurawards will be made under such
plan. The Plan provides for awards to officershef Company and others who are deemed by the Conpdoey"insiders" for purposes of
Section 16 of the Securities Exchange Act of 1E3ghteen individuals are currently eligible for sateration as participants in the Plan. The
purpose of the Plan is to promote the long-termaregts of the Company by providing a means ofditrg and retaining key employees,
rewarding superior performance and increasing @pants' proprietary interest in the Company. Tteen s substantially the same as the 1
Stock Plan except that certain changes have beda tnaaddress developments in the law since the $88ck Plan was adopted by the
stockholders of the Company.

Stockholders are being asked to approve the Rialuding certain material terms of performance gdat those awards that are intended to
be performance-based. This approval is necessagng other reasons, to ensure that compensatioacly and paid to certain executive
officers of the Company pursuant to fair
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market value stock options and SARs and performéased awards granted under the Plan will be fidiguctible by the Company for
federal income tax purposes under Code Sectiomis&ee "COMPENSATION COMMITTEE REPORT ON EXECUTIVE
COMPENSATION."

A full copy of the Plan is attached as Exhibit Ath@ Proxy Statement. The material features oPthe are summarized below and such
summary is qualified in its entirety by referenodtte Plan.

SUMMARY OF AWARDS UNDER THE PLAN

General. Under the terms of the Plan, 2,000,00€eshaf the Common Stock of the Company will be laléé for issuance under the Plan. In
addition, any shares currently available or whiehdme available under the 1990 Stock Plan (estihtatbe approximately 600,000) will be
available for issuance under the Plan. The Plaitdithe number of shares that may be issued asdawdner than options or stock
appreciation rights to 25 percent of the total dé and also limits grants to any individual Edpnt in any calendar year to awards rela
to no more than 150,000 shares. The stock issuadler the Plan may be authorized and unissuedssbatesasury shares, including shares
repurchased by the Company for purposes of the Flany shares subject to any award are forfeitepdayment is made in a form other than
shares or the award otherwise terminates withoyrnpat being made, the shares subject to such awadltdgyain be available for issuance
under the Plan. In addition, shares withheld oreswdered in payment of the exercise price for stqations or withheld for taxes upon the
exercise or settlement of an award, will not bated as issued for purposes of the Plan. As of M2P¢ 1996, a total of 8,966,817 shares
were subject to options or other awards or avalén grants under all other plans covering empdsyaf the Company. While the level of
awards under the Plan are not now determinabpesrfbrmance objectives established for 1996 arewel, payments in 1996 under the Plan
are expected to be generally as reported in then®argnCompensation Table for 1995 under the 1996kStan. At March 22, 1996, the last
reported sale price of the Company's Common SteckMew York Stock Exchange Composite transactias $49.50 per share.

The Plan will be administered by the Compensatiomf@ittee of the Board of Directors (the "Commitle@bne of the members of which
eligible for awards under the Plan. The Committeauthorized to designate participants, deternfiagytpes and number of awards to be
granted, set the terms, conditions and provisidr@svards, cancel or suspend awards, prescribe fofm&ard agreements, interpret the Plan,
establish, amend and rescind rules and regulat@atng to the Plan and make all other determimatiwhich may be necessary or advisable
for the administration of the Plan.

The Plan permits the granting of any or all of fibléowing types of awards: (i) stock options incing incentive stock options ("ISOs"); (i)
stock appreciation rights ("SARs"); (iii) restridtstock; (iv) deferred stock; (v) dividend equivetke and (vi) other awards valued in whole or
in part by reference to or otherwise based ontibekor other securities of the Company. Generallyards under the Plan are granted for no
consideration other than prior and future serviéegards granted under the Plan may, in the dismmedf the Committee, be granted alone or
in addition to, in tandem with or in substituticor fany other award under the Plan or other plah®fCompany.

Stock Options and SARs. The Committee is authoriaegtant to participants stock options, includiB@s and SARs, entitling the particip
to receive the excess of the fair market value sfiae on the date of exercise over the grant pfitiee option or SAR. The purchase price
share of stock subject to a stock option and thetgsrice of an SAR is determined by the Committigemay not be less than the fair market
value of the stock on the date of grant as defimethe Plan. The term of each option or SAR isdiky the Committee, except the term of
ISOs and SARs in tandem with ISOs is limited toytears. Such awards are exercisable in whole patihat such time or times as determi
by the Committee. Options may be exercised by paymwiethe purchase price in cash, stock, othertanténg awards or as the Committee
determines. Methods of exercise and settlemenbttrat terms of the SARs will be determined by tlendhittee.

Restricted and Deferred Stock. The Committee maardwestricted stock consisting of shares which natybe disposed of by participants
until certain restrictions established by the Cottenilapse. Generally, such restrictions must ba feeriod of not less than one year if the
grant was conditioned upon achievement
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of performance objectives and three years in athses. A participant receiving restricted stock aalve all of the rights of a stockholder of
the Company, including the right to vote the shares the right to receive any dividends unlessbmmittee otherwise determines. The
Committee may also make deferred stock awards rgiyneonsisting of a right to receive shares atehd of specified deferral periods.
Awards of deferred stock are subject to such litioites as the Committee may impose, which limitatiomay lapse at the end of the deferral
period, in installments or otherwise. Deferred ktawards carry no voting or dividend rights or athights associated with stock ownership.
Upon termination of employment during the restantor deferral period, restricted or deferred stoikbe forfeited subject to such
exceptions, if any, as are authorized by the Cotamit

Dividend Equivalents. The Committee is authorizedrant dividend equivalents conferring on paricits the right to receive, currently or
a deferred basis, interest or dividends, or intasedividend equivalents. Dividend equivalents rbaypaid directly to participants or may be
reinvested under the Plan.

Other Stock-Based Awards. In order to enable thmamy to respond to material developments in tha af taxes and other legislation and
regulations and interpretations thereof, and todsan executive compensation practices, the Rithoazes the Committee to grant awards

that are valued in whole or in part by referencertotherwise based on securities of the Compahg.Jommittee determines the terms and
conditions of such awards, including considerapiaid for awards granted as purchase rights (whicisideration generally may not be less
than the fair market value of a share on the degurchase right is granted).

Performance-Based Awards. The Committee may regatisfaction of preestablished performance gealssisting of one or more business
criteria and a targeted performance level with @espo such criteria, as a condition of awards dpeimnted or becoming exercisable or
settleable under the Plan, or as a condition telacating the timing of such events. If so detesdiby the Committee, in order to avoid the
limitations of Code Section 162(m), the busine#&ia used by the Committee in establishing penfomce goals applicable to awards to the
Chief Executive Officer and the four most highlymmeensated executive officers will be selected este&ly from among the following: (i)
annual net income to Common Stock; (ii) operatingfip (i) annual return on capital or equityyjiannual earnings per share; (v) annual
cash flow provided by operations; (vi) changesrinual revenues; and (vii) strategic business @itepnsisting of specified revenue, market
penetration, geographic business expansion gaadstargets and goals relating to acquisitionsiwgsditures.

Payment and Deferral of Awards. Awards may beesith cash, stock, other awards or other properthe discretion of the Committee. T
Committee may require or permit participants tced#ifie distribution of all or part of an award gtardance with such terms and conditions
as the Committee may establish. The Plan authottiee€ommittee to place shares or other properngusts or make other arrangements to
provide for payment of the Company's obligationdarmthe Plan. The Committee may condition the payjroéan award on the withholding
of taxes and may provide that a portion of thelstmcother property to be distributed will be widith to satisfy such tax obligations.

Limitations on Awards. Awards granted under thenRjanerally may not be pledged or otherwise encuatband generally are not
transferable except by will or by the laws of ded@nd distribution. Each award will be exercisableing the participant's lifetime only by
the participant or, if permitted under applicalde/] by the participant's guardian or legal repregtere. However, transfers of awards for
estate planning purposes will be permitted undePtan if SEC regulations are modified (as curyeptbposed) to permit such transfers.

Adjustments. In the event of any change affectirggshares of Common Stock by reason of any dividemtistribution, recapitalization,
forward or reverse split, merger, consolidationnsyf, combination, repurchase or exchange of s8es, or other corporate transaction or
event, the Committee may make such adjustmeneimdgigregate number or kind of shares which magsed under the Plan or which may
relate to grants to an individual in a given cakangkar, and in the number, kind and exercise tgnapurchase price of shares subject to
outstanding awards under the Plan, or make prowsdior a cash payment relating to any award, dsdms to be appropriate in order to
maintain the purpose of the original grant. The Guttee
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is also authorized to make adjustments in perfoomaward criteria or in the terms and conditionstb&r awards in recognition of unusuz
nonrecurring events affecting the Company or itssgliaries or their financial statements or charigegpplicable laws, regulations or
accounting principles.

Amendment to and Termination of the Plan. The tay be amended, altered, suspended, discontinuednainated by the Board without
further stockholder approval, unless such approfzah amendment or alteration is required by lawegulation or under the rules of the New
York Stock Exchange (or other stock exchange ayraated quotation system on which the Common Stitken listed or quoted). Thus,
stockholder approval will not necessarily be regdifor amendments which might increase the cofteoPlan or broaden eligibility.
Stockholder approval will not be deemed to be neglunder laws or regulations that condition fabtgdreatment of optionees on such
approval, although the Board may, in its discretiaek stockholder approval in any circumstancehith it deems such approval advisable.
In addition, subject to the terms of the Plan, meadment or termination of the Plan may materiafig adversely affect the right of a
participant under any award granted under the Rlatess earlier terminated by the Board, the Pldint@vminate when no shares remain
reserved and available for issuance, and the Coyripasino further obligation with respect to any aiigranted under the Plan.

Change of Control. In the event of a Change of @bwf the Company, outstanding awards under tha,Regardless of any limitations or
restrictions, generally will become fully exerciahnd freed of all restrictions. For purposeshefPlan, a Change of Control is deemed to
have occurred: (i) upon the acquisition by any gersf 15 percent or more of the Company's outstandoting stock; (ii) if individuals
constituting the Board, or those nominated by astiéwo-thirds of such individuals or successominated by them, cease to constitute a
majority of the Board; (iii) upon stockholder appab of a merger, consolidation or similar transactbr consummation of any such
transaction if stockholder approval is not required

(iv) upon approval of a plan of liquidation or thale or disposition of substantially all of the Guamy's assets; or (v) if the Board adopts a
resolution to the effect that a Change of Conted bccurred. Upon the occurrence of a Change dfr@por a Potential Change of Control
(as defined by the Plan), the Company is requinefdrid a trust for the benefit of participants watth amount in stock or other property equal
to the value of all outstanding awards under tfza Pl

Federal Income Tax Consequences. The Company bslthat under present law the following are therfeldax consequences generally
arising with respect to awards granted under tha.Plhe grant of an option or SAR (including a ktbased award in the form of a purchase
right) will create no tax consequences for theip@dnt or the Company. The participant will hawetaxable income upon exercising an ISO
(except that the alternative minimum tax may applyd the Company will receive no deduction at tima¢. Upon exercising an SAR or
option other than an ISO, the participant must gaherecognize ordinary income equal to the défere between the exercise price and the
fair market value of the freely transferable andfodeitable stock acquired on the date of exer@sel upon exercising an SAR, the
participant must generally recognize ordinary ineaqual to the cash or the fair market value ofriely transferable and nonforfeitable
stock received. In each case, the Company willntided to a deduction for the amount recognizedra@ary income by the participant. The
treatment to a participant of a disposition of slsaacquired upon the exercise of an SAR or optapedds on how long the shares have been
held and on whether such shares are acquired lbgigxg an ISO or by exercising an option othentha ISO. Generally, there will be no
consequences to the Company in connection witsgodition of shares acquired under an option extepthe Company will be entitled tc
deduction (and the employee will recognize ordirtasable income) if shares acquired under an 12Qlmposed of before the applicable
holding periods have been satisfied. Differentridrs apply with respect to participants who afgjestt to Section 16 of the Securities
Exchange Act of 1934, as amended, when they acgtgok in a transaction deemed to be a nonexenphase under that statute.

With respect to other awards granted under the thlmay be settled either in cash or in stocltber property that is either not restrictec

to transferability or not subject to a substarist of forfeiture, the participant must generalgognize ordinary income equal to the cash or
the fair market value of shares or other properteived. The Company will be entitled to a dedurctar the same amount. With respect to
awards involving stock or other property that istrieted as to transferability and subject to astattial risk
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of forfeiture, the participant must generally renizg ordinary income equal to the fair market vaitithe shares or other property received at
the first time the shares or other property bectamesferable or not subject to a substantial ridloideiture, whichever occurs earlier. The
Company will be entitled to a deduction for the saamount. In certain circumstances, a participaayt alect to be taxed at the time of rec

of shares or other property rather than upon thedaf restrictions on transferability or the sahsl risk of forfeiture.

The foregoing provides only a general descriptibthe application of federal income tax laws totair types of awards under the Plan. The
summary does not address the effects of foreigie sind local tax laws. Because of the varietyairds that may be made under the Plar
the complexities of the tax laws, participantse@meouraged to consult a tax advisor as to theividal circumstances.

Vote Required. Adoption of the proposal to apprthesPlan requires an affirmative vote of holdera ofigjority of the shares present in
person or represented by proxy and entitled to abtee Annual Meeting.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOT E FOR APPROVAL OF THE
1996 STOCK PLAN.
SUMMARY OF THE 1996 STOCK PLAN FOR NON-EMPLOYEE DIR ECTORS
INTRODUCTION

On March 21, 1996, the Board of Directors of thenpany adopted the 1996 Stock Plan for Non-Empl@jeectors (the "Directors Plan™),
subject to stockholder approval. The Directors Pifaapproved by the stockholders, will replace 11988 Stock Option Plan for Non-
Employee Directors (the "1988 Plan"), and no furttagards will be made under such plan. The DiraecRian is intended to pay a portion of
the annual compensation for non-employee Direcsars/ices at reasonable, pre-determined levelsrawdys that promote ownership of a
greater proprietary interest in the Company, theadigning such Directors' interests more closeithwvhe interests of stockholders of the
Company and to assist the Company in attractingetahing highly qualified persons to serve as-apiployee Directors.

The 1988 Plan, which the Directors Plan will replggrovides for an automatic annual grant to eachemployee Director of an option to
purchase 2,000 shares of the Company's Common.Statk options in such amount will continue toalpearded each year under the
Directors Plan. However, to promote the objectif/goreasing non-employee Director ownership in@wmpany, the Directors Plan will
also provide for an annual grant of 250 shareb®fQompany's Common Stock to each non-employeetitel he Board of Directors
intends that this annual grant not represent are&se in the compensation of non-employee Direcémd therefore the Board has determined
to reduce by 50 percent the amount of the curnemtial cash retainer, from $24,000 to $12,000, gffeapon approval of the Directors Plan
by the stockholders. The amount of such reducBapproximately equal to the market value of the &tares at March 21, 1996, although
the market value of each grant of 250 shares uh@eDirectors Plan will depend on the market pdE€ommon Stock at the date such sh
are granted. The amount of the annual cash retsimat a term of the Directors Plan, however,reatains subject to determinations of the
Board. In addition, the Directors Plan will perm@n-employee Directors to elect to receive allant pf their remaining cash fees in the form
of Common Stock or deferred stock, as describeoliel

The following summary of the material terms of Dieectors Plan is qualified in its entirety by neface to the full text of the Directors Plan,
attached hereto as Exhibit B.

SUMMARY OF AWARDS UNDER THE DIRECTORS PLAN

General Terms. A total of 100,000 shares of ComBtoick are reserved and available for issuance uhdddirectors Plan, plus the number
of shares currently available or which become aWd! for issuance under the 1988 Plan (estimated approximately 200,000 shares). S
shares may be authorized and unissued sharesjriyeshsres or shares acquired for participantguads. If any stock option expires without
having been exercised in full, the shares subgetti¢ unexercised portion of the option will agaéavailable for issuance under the Direc
Plan. The aggregate number and kind of shareshilssuader the Directors Plan
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and the exercise price of options will be apprdpheadjusted in the event of a recapitalizati@organization, merger, consolidation, spin-
off, combination, repurchase, exchange of shareshar securities of the Company, stock split @erse split, stock dividend, other
extraordinary dividends, liquidation, dissoluti@m,other similar corporate transaction or everg@fhig the Common Stock, in order to
prevent dilution or enlargement of non-employeesbBliors' rights under the Directors Plan.

The Directors Plan will be administered by the Bbaf Directors of the Company, provided that antyoscby the Board, in addition to any
other required vote, shall be taken only if apprblag a majority of the Directors who are not thégikle to participate in the Directors Plan,
even if not a quorum. The Directors Plan may berated, altered, suspended, discontinued or terntdrigtehe Board without further
stockholder approval, unless such approval of agraiment or alteration is required by law or regatabr under the rules of the New York
Stock Exchange (or other stock exchange or autahtptetation system on which the Common Stock is tisted or quoted). Thus,
stockholder approval will not necessarily be regdifor amendments which might increase the cotfteoDirectors Plan or broaden eligibili
Stockholder approval will not be deemed to be negliunder laws or regulations that condition fab&areatment of optionees on such
approval, although the Board may, in its discret&aek stockholder approval in any circumstanaehich it deems such approval advisable.

The Directors Plan will become effective upon pgrval by the stockholders. Unless earlier terteiddy the Board, the Directors Plan will
terminate when no shares remain available undebiteetors Plan, and the Company and non-employeecidrs have no further rights and
obligations under the Directors Plan.

Stock Options. The Directors Plan generally prosifte an annual grant to each director who is natraployee of the Company or a
subsidiary of the Company of an option to purcH880 shares of Common Stock. Generally, such graititbe made automatically in thr
installments on the dates of the Company's Boamtimgs in March, July and November of each yeagirtiéng in July 1996. Each non-
employee Director received options to acquire 6&Ges of Common Stock under the 1988 Plan in Ma8&6. If the nominees for election
named in this proxy statement are elected, 12 ireevill qualify as hon-employee Directors undeg Directors Plan in 1996.

Stock options granted under the Directors Plamarequalified stock options having an exercisegpaqual to 100 percent of the fair market
value of the Common Stock on the date of grantedimed by the Directors Plan. Non-employee Dirextime not required to pay any cash
consideration at the time options are granted.éMegcise price of an option may be paid in caghyasurrendering previously acquired sh:
of Common Stock. On March 22, 1996, the reportedinb price of the Company's Common Stock in NeukY&tock Exchange Composite
Transactions was $49.50 per share.

Stock options granted under the Directors Plariramediately exercisable. Such options will expit¢ha earlier of ten years after the date of
grant or five years after the optionee ceasesrsgas a director for any reason. Options geneaaitlynot transferable by the optionee
otherwise than by will or by the laws of descerd distribution or to a designated beneficiary ia #vent of death, and are exercisable during
the director's lifetime only by the director, ext#mt transfers of awards for estate planning psep will be permitted if SEC regulations are
modified (as currently proposed) to permit suchgfars.

Stock Grants. In addition to stock option grartis, Directors Plan provides that each eligible nompleyee Director will be granted 250
shares of Common Stock of the Company as of theead business on the date of the adoption of thectdrs Plan and each year thereafter
on the date of the Company's Annual Meeting of I8totders. As discussed above, the Board of Dirsdtdends that this annual grant not
represent an increase in the compensation of ngrlegee Directors. Non-employee Directors may dledefer the receipt of such shares by
making an election to do so as provided undereahag of the Directors Plan. If receipt of the Skasedeferred, dividend equivalents equal to
any dividends on shares of Common Stock will bel paithe director or, at the director's electimedited to such director's deferred stock
account, to be deemed reinvested in additionalrdEfestock.
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Election to Receive Stock in Lieu of Cash. The Blioes Plan also permits a non-employee Direct@l¢ot to receive the balance of fees
otherwise payable in cash in the form of CommortiStor defer receipt of such fees in the form deded stock. The noamployee Directc
may make such election for all or any portion & fees otherwise payable to him or her, includegsffor service as chairman of a Board
committee. If a non-employee Director elects t@iee fees in the form of Common Stock, the Compaiflyissue to the non-employee
Director or to an account designated by such direchumber of shares having an aggregate fairehagtue equal to the fees (or as near
possible equal to the fees) that would have begahpa at that date, but for the election to recsivares instead. If a non-employee Director
elects to receive fees in the form of deferredlsttee Company will credit a deferral account elshled for such director with a number of
shares of deferred stock equal to the number a&sh@ncluding fractional shares) having an aggeeésr market value at that date equal to
the fees that otherwise would have been payaldadit date but for the election to receive defestedk instead. Dividend equivalents equal
to any dividends on shares of Common Stock wilpaiel to the non-employee Director or, at the nompleyee Director's election, credited to
such director's deferred stock account, to be ddamiavested in additional deferred stock. A norpkayee Director's deferred stock account
will be settled, at such time or times as may leeted by the non-employee Director in his or hégioal deferral election form, by delivering
one share of Common Stock for each share of defstozk then credited to the account and subjestith settlement, together with cash in
lieu of any fractional share. Shares of Common IStoal deferred stock acquired under the Directtas Bre non-forfeitable.

New Plan Benefits Table. The following table setdH the number of options and shares of CommookStwat would have bee
automatically granted to non-employee Directora gsoup under the Directors Plan in 1995 had thiedbors Plan been in effect during that
year:

New Plan Benefits

1996 Stock Plan for Non-Employee Directors

POSITION NUMBER OF UNITS
Non-Employee Directors as a Group 28,000 options granted
(14 in number) 3,500 shares granted

It is not possible at present to predict the nundfeshares that will be issuable under the DirecRlan to non-employee Directors as
Common Stock or deferred stock in lieu of feedatdlection of each non-employee Director.

Federal Income Tax Consequences. The followingoised description of the federal income tax consayes generally arising with respect
to grants of options and stock, and acquisitionstec¢k or deferred stock in lieu of fees underDirectors Plan. This discussion is intended

for the information of stockholders considering himwote at the Annual Meeting of Stockholders antlas tax guidance to non-employee

Directors who participate in the Directors Plan.

The grant of an option will create no tax consegesrfor the optionee or the Company. Upon exegfis@ option, the optionee must
generally recognize ordinary income equal to tlenfearket value of the Common Stock acquired ondidie of exercise minus the exercise
price, and the Company will be entitled to a deuncequal to the amount recognized as ordinaryrimecby the optionee. A disposition of
shares acquired upon the exercise of an optionrgineill result in short-term or long-term cagdiain or loss measured by the difference
between the sale price and the participant's taislfae., the exercise price plus the amount meizegl as ordinary income) in such shares.
Generally, there will be no tax consequences t@i@pany in connection with a disposition of optstrares. Different rules may apply to an
option exercised by a director less than six moaftes the date of grant.

A non-employee Director acquiring Common Stock urile Directors Plan, whether as a grant or in diefees, will recognize ordinary
income equal to the fair market value of the Comr8totk acquired on the date of acquisition. If a-employee Director defers receipt of a
stock grant or elects deferred stock in
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lieu of fees, he or she will not recognize ordinisxgome at the date the Common Stock or fees wotlldrwise have been granted or paid or
as a result of the crediting of deferred stockisodn her account (including upon deemed reinvestrokdividend equivalents). The non-
employee Director will, however, at the date ofleatent of the deferred stock by issuance of ComBiok, recognize ordinary income
equal to the fair market value of the Common Stafuired at that date.

Vote Required. Adoption of the proposal to apprthesDirectors Plan requires the affirmative votdofders of a majority of the shares
present in person or represented by proxy andezhtid vote at the Annual Meeting.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOT E FOR APPROVAL OF THE
1996 STOCK PLAN FOR NON-EMPLOYEE DIRECTORS.

COMPLIANCE WITH SECTION 16(A) OF THE
SECURITIES EXCHANGE ACT OF 1934

Section 16(a) of the Securities Exchange Act ofA1@Rjuires the Company's directors, executive effiand persons who beneficially own
more than 10 percent of the Company's stock taéltain reports with the SEC and the New York Bterchange concerning their benefi
ownership of the Company's equity securities. TEE $egulations also require that a copy of all such

Section 16(a) forms filed must be furnished to@wenpany by the executive officers, directors arehtgr than 10 percent stockholders.

Based on a review of the copies of such forms ameh@ments thereto received by the Company witheddp 1995, the Company is aware
that Mr. Jack
A. MacAllister, a director, filed a late reportaéihg to a single transaction.

RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITOR

Upon the recommendation of the Audit Committee,Bbard of Directors has appointed, subject to dtolder approval, the firm of Ernst &
Young LLP, independent public accountants, asriiependent auditor of the Company for calendar $886. The firm of Ernst & Young
LLP and its predecessor has served the Compaiysiicapacity for many years. Management recommanade "FOR" the ratification of
Ernst & Young LLP as auditors for 1996.

A representative of Ernst & Young LLP will be prasat the Annual Meeting of Stockholders and waéldvailable to respond to appropriate
guestions. Although the audit firm has indicateat tho statement will be made, an opportunity fetadement will be provided.

STOCKHOLDER PROPOSALS FOR 1997

In order for a stockholder proposal to be considiéoe inclusion in the Company's 1997 Proxy Statetnguch proposal must be received by
the Company no later than December 1, 1996. Theosed should be addressed to the Secretary, THawsl Companies, Inc., One
Williams Center, Tulsa, Oklahoma 74172. Upon receiany such proposal, the Company will deternvitiether or not to include such
proposal in the Proxy Statement in accordance apftlicable law. It is suggested that such propdsalsent by certified mail - return receipt
requested.

GENERAL

The Company knows of no matters to be presentttbaneeting other than those included in the Nofi¢wuld any other matter requiring a
vote of stockholders arise, including a questioadjburning the meeting, the persons named ind¢berapanying proxy will vote thereon
according to their best judgment in what they coeisthe best interests of the Company. The enclpseqd confers discretionary authority to
take action with respect to any additional mattengch may come before the meeting.
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It is important that your stock be representedhatheeting regardless of the number of shares glali Whether or not you plan to attend,
please sign, date and return the enclosed proxyig. For your convenience, a return envelopenidased requiring no additional postag
mailed within the United States.

By Order of the Board of Directors

David M. Higbee
Secretary

Tulsa, Oklahoma
March 27, 1996
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EXHIBIT A
THE WILLIAMS COMPANIES, INC.
1996 STOCK PLAN
SECTION 1
PURPOSES

1.01 The purposes of The Williams Companies, 18861Stock Plan (the "Plan"), are to enable Theisivils Companies, Inc. (together with
any successor thereto, the "Company") and its digiis to attract and retain key employees, rewaoth employees for superior
performance and encourage such employees to irctie@is proprietary interest in the Company in ofdeprovide them with additional
motivation to continue in the Company's employ tmflrther its profitable growth.

SECTION 2
DEFINITIONS; CONSTRUCTION

2.01 Definitions. In addition to the terms defiredewhere in the Plan, the following terms as usselde Plan shall have the following
meanings when used with initial capital letters:

2.01.1 "Affiliate" means any entity other than tbempany in which the Company owns, directly oriadily, at least 20 percent of the
combined voting power of all classes of stock afhsantity or at least 20 percent of the ownershierests in such entity.

2.01.2 "Award" means any Option, Stock Appreciaftight, Restricted Stock, Deferred Stock, PerforogaAward, Dividend Equivalent or
Other Stock-Based Award, or any other right orregérelating to Shares or cash granted underlére P

2.01.3 "Award Agreement” means any written agrednoamtract, notice to a Participant or other imstent or document evidencing an
Award.

2.01.4 "Board" means the Company's Board of Dimscto

2.01.5 "Code" means the Internal Revenue Code &8,18 amended from time to time. References tgamwyision of the Code include
regulations hereunder and successor provisionsegudations thereto.

2.01.6 "Committee" means the Compensation Commutteseich other Committee of the Board as may bigydated by the Board to
administer the Plan, as referred to in Section Béreof; provided, however, that the Committee wolsist of not less than two directors,
each of whom shall be a "disinterested person"iwite meaning of Rule 16b-3 if then required idesrthat grants will be exempt under that
Rule.

2.01.7 "Deferred Stock" means a right, granted us@etion 6.05 hereof, to receive Shares at theoéadspecified deferral period.
2.01.8 "Disability" means disability as determinewler procedures established by the Committeeuigrgses of the Plan.

2.01.9 "Dividend Equivalent" means a right, granteder Section 6.07 hereof, to receive paymentaldéqudividends paid on a specified
number of Shares.

2.01.10 "Exchange Act" means the Securities Exchaa of 1934, as amended from time to time. Refegs to any provision of the
Exchange Act include rules thereunder and succgsewisions and rules thereto.

2.01.11 "Fair Market Value" of a Share means, agfgiven date, the closing sales price of a Stegerted in the table entitled "New York
Stock Exchange Composite Transactions" contained in
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The Wall Street Journal (or an equivalent succetsdide) for such date or, if no such closing splése was reported for such date, for the
most recent trading day prior to such date for Wiiclosing sales price was reported.

2.01.12 "Incentive Stock Option" means an Optiat th intended to meet the requirements of Sedkihof the Code.
2.01.13 "Non-Qualified Stock Option" means an Opfileat is not intended to be an Incentive Stockiddpt

2.01.14 "Option" means a right, granted under 8adi02 hereof, to purchase Shares or other Awatrdsspecified price during specified
time periods. An Option may be either an Incen8teck Option or a Non-Qualified Stock Option.

2.01.15 "Other Stock-Based Awards" means a riglattgd under
Section 6.08 hereof, that relates to or is valuedceference to Shares or other Awards relatinghtar&s.

2.01.16 "Participant” means an officer of the Compar any employee of the Company or an Affiliatarged an Award which remains
outstanding under the Plan.

2.01.17 "Performance Award" means a right to rezéiwards based upon performance criteria spedifjethe Committee.
2.01.18 "Person" has the meaning assigned in thiadexge Act.
2.01.19 "Restricted Stock" means Shares, grantddru®ection 6.04 hereof, that are subject to certgtrictions and to a risk of forfeiture.

2.01.20 "Rule 16b-3" means Rule 16b-3, as amendad ime to time, or any successor to such Rulenptgated by the Securities and
Exchange Commission under Section 16 of the Exahavug.

2.01.21 "Shares" means shares of the Common Sfdbk €ompany, $1.00 par value, and such otheriiesuof the Company as may be
substituted or resubstituted for Shares pursua8etion 8.01 hereof.

2.01.22 "Stock Appreciation Right" means a righgrged under

Section 6.03 hereof, to be paid an amount meadyréioe appreciation in the Fair Market Value of @sarom the date of grant of the Awe
except as provided in Section 7.01, to the datxefcise of the Award, except as provided in Saddi®3, with payment to be made in cash,
Shares or other Awards as specified in the Award.

Definitions of the terms "Change of Control," "Patial Change of Control," "Change of Control Pric&Related Party" and "Voting
Securities" are set forth in Section 9.03 hereof.

2.02 Construction. For purposes of the Plan, tHeviing rules of construction will apply:
2.02.1 The word "or" is disjunctive but not necetga&xclusive.

2.02.2 Words in the singular include the pluralyein the plural include the singular; and womlshie neuter gender include the masculine
and feminine genders and words in the masculiferomine gender include the other and neuter gender

SECTION 3
ADMINISTRATION

3.01 The Plan shall be administered by the Comeiffée Committee shall have full and final authorit take the following actions, in each
case subject to and consistent with the provisidrike Plan:

(i) to designate Participants;
(i) to determine the type or types of Awards togoanted to each Participant;
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(iii) to determine the number of Awards to be gezhtthe number of Shares or amount of cash or ptiogerty to which an Award will relat
the terms and conditions of any Award (includingt bot limited to, any exercise price, grant pcgurchase price, any limitation or
restriction, any schedule for or performance coodd relating to the lapse of limitations, forfe#uestrictions or restrictions on exercisability
or transferability, and accelerations or waivees¢iof, based in each case on such consideratidghe & mmittee shall determine), and all
other matters to be determined in connection withaard;

(iv) to determine whether, to what extent and unvdeat circumstances an Award may be settled ith@exercise price of an Award may be
paid in, cash, Shares, other Awards or other ptgpper an Award may be accelerated, vested, cadctleeited or surrendered,

(v) to determine whether, to what extent and undat circumstances cash, Shares, other Awards;, ptbperty and other amounts payable
with respect to an Award will be deferred eithetomuatically, at the election of the Committee otheg election of the Participant;

(vi) to prescribe the form of each Award Agreemerttjch need not be identical for each Participant;

(vii) to adopt, amend, suspend, waive and resaiieth sules and regulations and appoint such agsrtseaCommittee may deem necessary or
advisable to administer the Plan;

(viii) to correct any defect or supply any omissamreconcile any inconsistency, and to construkiaterpret the Plan, the rules and
regulations, any Award Agreement or any other imsnt entered into, or relating, to an Award uritierPlan; and

(ix) to make all other decisions and determinatiassnay be required under the terms of the Plas the Committee may deem necessary or
advisable for the administration of the Plan.

Any action of the Committee with respect to thenPdhall be final, conclusive and binding on alldeas, including the Company, Affiliates,
Participants, any Person claiming any rights utldelan from or through any Participant and stobkérs, except to the extent the
Committee may subsequently modify, or take furtieion not consistent with, its prior action. Iftrepecified in the Plan, the time at which
the Committee must or may make any determinatiafl bl determined by the Committee, and any sutérehénation may thereafter be
modified by the Committee (subject to Section 1D.0he express grant of any specific power to then@ittee, and the taking of any action
by the Committee, shall not be construed as limitiny power or authority of the Committee. The Catraa may delegate to officers or
managers of the Company or of any Affiliate thehauty, subject to such terms as the Committed sledrmine, to perform specified
functions under the Plan; provided, however, tingtfanction relating to a Participant then subject

Section 16 of the Exchange Act shall be perfornuelys by the Committee if necessary to ensure canpé with applicable requirements of
Rule 16b-3 or Rule 16a-1(c)(3). Each member ofGbmmittee or Person acting on behalf of the Conemighall be entitled to, in good faith,
rely or act upon any report or other informatiomfahed to him by any officer, manager or other kyge of the Company or any Affiliate,
the Company's independent certified public accouatar any executive compensation consultant argitofessional retained by the
Company to assist in the administration of the Phary and all powers, authorizations and discregtigranted by the Plan to the Committee
shall likewise be exercisable at any time by tharBpexcept to the extent such exercise relatirgRarticipant then subject to Section 16 of
the Exchange Act would fail to comply with appliéalbequirements of Rule 16b3 or Rule 16a-1(c)(3).

SECTION 4
SHARES SUBJECT TO THE PLAN

4.01 Shares Reserved and Available. Subject tesad@nt as provided in

Section 8.01 hereof, the total number of Sharesrved and available for distribution under the Rlhall be two million (2,000,000) Shares;
provided, however, that such number shall be irsmddy the number of Shares currently availableumte Williams Companies, Inc. 1990
Stock Plan and not covered by Awards granted timeleuor
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otherwise are not issued or issuable out of theeShaserved thereunder; provided further, thahtimber of Shares issued as Awards other
than Options and Stock Appreciation Rights shallex@eed twenty-five percent (25%) of the total memof Shares issuable under the Plan.

For purposes of this Section 4.01, the number af&hto which an Award relates shall be countethaggthe number of Shares reserved and
available under the Plan at the time of grant efAlward, unless such number of Shares cannot leendieied at that time, in which case the
number of Shares actually distributed pursuanhéoAward shall be counted against the number oféSh@served and available under the
Plan at the time of distribution; provided, howeubat Awards related to or retroactively addedtogranted in tandem with, substituted for
or converted into, other Awards shall be countedaircounted against the number of Shares resamnea@vailable under the Plan in
accordance with procedures adopted by the Comnsittees to ensure appropriate counting but avoithldarounting; and, provided further,
that the number of Shares deemed to be issued thel@lan upon exercise or settlement of any Awhaall be reduced by the number of
Shares surrendered by the Participant or withhgldhé® Company in payment of the exercise or puipage of the Award and withholding
taxes relating to the Award.

If any Shares to which an Award relates are fagfkibr payment is made to the Participant in thefof cash, cash equivalents or other
property other than Shares, or the Award othertg@sminates without payment being made to the Rpatnt in the form of Shares, any She
counted against the number of Shares reservedvaildide under the Plan with respect to such Avedrall, to the extent of any such
forfeiture, alternative payment or termination, iagae available for Awards under the Plan. Any $hatistributed pursuant to an Award may
consist, in whole or in part, of authorized andssoed Shares or of treasury Shares, including Shepeirrchased by the Company for
purposes of the Plan.

4.02 Annual Individual Limitations. During any catiar year, no Participant may be granted Awardgutite Plan with respect to more than
one hundred fifty thousand (150,000) Shares, stibjedjustment as provided in

Section 8.01. For purposes of this Section 4.0&ssmtmore restrictive counting is required in oriderAwards to comply with the
requirements of Code

Section 162(m), this provision will limit the maximm number of Shares that potentially can be isso@dParticipant under Awards (taking
into consideration the terms of the Awards, inahgdiandem exercise or settlement provisions).

SECTION 5
ELIGIBILITY

5.01 Awards may be granted only to officers of@@mpany or to employees of the Company or anyiafél (including employees who also
are directors or officers) who are, or are beliebgdhe Committee likely to be, subject to

Section 16 of the Exchange Act with respect toGbenpany (including employees who also are direatorsficers) of the Company or any
Affiliate; provided, however, that no Award shaél granted to any member of the Committee.

SECTION 6
SPECIFIC TERMS OF AWARDS

6.01 General. Awards may be granted on the termi€anditions set forth in this Section 6. In adititithe Committee may impose on any
Award or the exercise or settlement thereof, atiéite of grant or thereafter (subject to the tenfrSection 10.01), such additional terms and
conditions, not inconsistent with the provisionglté# Plan, as the Committee shall determine, imotuterms requiring forfeiture of Awards
the event of termination of employment by the Rgéint. Except as may be required under the Del@aneral Corporation Law or as
provided in Section 6.09 or 7.01, Awards shall kented for no consideration other than prior aridriiservices.

6.02 Options. The Committee is authorized to g@ptions on the following terms and conditions:
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(i) Exercise Price. The exercise price per Sharetasable under an Option shall be determined ¥ thmmittee; provided, however, that,
except as provided in Section 7.01, such exercise phall not be less than the Fair Market Valtia 8hare on the date of grant of such
Option and in no event shall be less than the parevof a Share.

(i) Option Term. Subject to the terms of the Péard any applicable Award Agreement, the term ohe&ption shall be determined by the
Committee.

(iii) Methods of Exercise. Subject to the termsh# Plan, the Committee shall determine the timinogs at which an Option may be
exercised in whole or in part, the methods by wisigbh exercise price may be paid or deemed to ide goad the form of such payment,
including, without limitation, cash, Shares, otbetstanding Awards or other property (includingesobr other contractual obligations of
Participants to make payment on a deferred basthgtextent permitted by law).

(iv) Incentive Stock Options. The terms of any Imidee Stock Option granted under the Plan shallpgrim all material respects with the
provisions of Section 422 of the Code or any susmeprovision thereto.

6.03 Stock Appreciation Rights. The Committee ihatized to grant Stock Appreciation Rights onfiliowing terms and conditions:

(i) Right to Payment. Subject to the terms of thnRand any applicable Award Agreement, a Stockrégiation Right shall confer on the
Participant to whom it is granted a right to reegiupon exercise thereof, the excess of (i) the¥arket Value of a Share on the date of
exercise or, if the Committee shall so determinthécase of any such right other than one relatedhy Incentive Stock Option, and so
specify in the Award Agreement, at any time durngpecified period before or after the date of @ser over (ii) the grant price of the Stock
Appreciation Right as determined by the Committeefahe date of grant of the Stock AppreciatioghRiwhich, except as provided in
Section 7.01, shall not be less than the Fair Mavidue of a Share on the date of grant.

(il) Other Terms. Subject to the terms of the Riad any applicable Award Agreement, the Commithed! sletermine the term, methods of
exercise, methods of settlement and any other tandsonditions of any Stock Appreciation Right.

6.04 Restricted Stock. The Committee is authortpegtant Restricted Stock on the following termd aonditions:

(i) Issuance and Restrictions. Restricted StocK bleasubject to such restrictions on transfergbdind other restrictions as the Committee
may impose (including, without limitation, limitats on the right to vote a Share of RestrictedStodhe right to receive dividends therec
which restrictions may lapse separately or in coration at such times, in such installments or otis, as the Committee shall determine;
provided, however, that Restricted Stock shallldgext to a restriction on transferability and skrof forfeiture for a period of not less than
one year after the date of grant if the grant waslitioned upon achievement of one or more perfoqaabjectives and three years after the
date of grant in other cases, except that suchtiatshs may lapse, if so determined by the Cornreritin the event of the Participant's
termination of employment due to death, disabilitytmal or approved early retirement, or involupt@rmination by the Company or an
Affiliate without "cause."

(i) Forfeiture. Except as otherwise determinedhsy Committee, upon termination of employment (@®imined under criteria establishec
the Committee) during the applicable restrictionquh Restricted Stock that is at that time subfed risk of forfeiture shall be forfeited and
reacquired by the Company; provided, however, ttiaiCommittee may provide, by rule or regulatiomoany Award Agreement, that
restrictions on Restricted Stock will be waivednihole or in part in the
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event of terminations resulting from specified aajsand the Committee may in other cases waivénglanor in part restrictions on Restric
Stock, except as provided in Section 6.04(i).

(iii) Certificates for Shares. Restricted Stockrgeal under the Plan may be evidenced in such mastdye Committee shall determine,
including, without limitation, issuance of certidites representing Shares. Certificates represe8tiages of Restricted Stock shall be
registered in the name of the Participant and neay Bn appropriate legend referring to the termsditions and restrictions applicable to
such Restricted Stock.

6.05 Deferred Stock. The Committee is authorizegkémt Deferred Stock on the following terms andditions:

(i) Issuance and Limitations. Delivery of Shared eécur upon expiration of the deferral period cfied for the Award of Deferred Stock by
the Committee. In addition, an Award of Deferredc&tshall be subject to such limitations as the @dttee may impose, which limitations
may lapse at the expiration of the deferral pedpdt other specified times, separately or in coration, in installments or otherwise, as the
Committee shall determine at the time of granheré¢after. A Participant awarded Deferred Stockhel/e no voting rights and will have no
rights to receive dividends in respect of Defergack, unless and only to the extent that the Cdtemshall award Dividend Equivalents in
respect of such Deferred Stock.

(i) Forfeiture. Except as otherwise determinedhmsy Committee, upon termination of employment (@®imined under criteria establishec
the Committee) during the applicable deferral pirideferred Stock that is at that time subjectdfedal (other than a deferral at the election
of the Participant) shall be forfeited; providedwever, that the Committee may provide, by ruleegulation or in any Award Agreement,
that forfeiture of Deferred Stock will be waivedwrole or in part in the event of terminations t8sg from specified causes, and the
Committee may in other cases waive in whole orart the forfeiture of Deferred Stock.

6.07 Dividend Equivalents. The Committee is auttedtito grant Awards of Dividend Equivalents. DivideEquivalents shall confer upon 1
Participant rights to receive payments equal teragt or dividends, when and if paid, with respe@ number of Shares determined by the
Committee. The Committee may provide that Divid&ugiivalents shall be paid or distributed when aedror shall be deemed to have been
reinvested in additional Shares or additional Awasdotherwise reinvested.

6.08 Other Stock-Based Awards. The Committee isaigted, subject to limitations under applicable,lto grant such other Awards that are
denominated or payable in, valued in whole or irt pg reference to, or otherwise based on, oredl&d, Shares, as deemed by the Comn
to be consistent with the purposes of the Planudinb, without limitation, Shares awarded which aoé subject to any restrictions or
conditions, convertible or exchangeable debt séesror other rights convertible or exchangeabie 8hares, Awards valued by reference to
the value of securities of or the performance efcHfjed Affiliates, and Awards payable in secustaf Affiliates. Subject to the terms of the
Plan, the Committee shall determine the terms anditions of such Awards. Except as provided inti®ad.09 or 7.01, Shares delivered
pursuant to a purchase right granted under thisde6.08 shall be purchased for such considerapaiu for by such methods and in such
forms, including, without limitation, cash, Sharesfstanding Awards or other property, as the Cdtemishall determine, the value of which
consideration shall not be less per share thaRditeMarket Value of a Share on the date of gréusuch purchase right and in no event shall
be less per share than the par value of a Share.

6.09 Exchange Provisions. The Committee may atiamgy offer to exchange or buy out any previouslyrged Award for a payment in cash,
Shares or another Award, based on such terms amtitioms as the Committee shall determine and conicate to the Participant at the time
that such offer is made.
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SECTION 7
GENERAL TERMS OF AWARDS

7.01 Stand-Alone, Tandem and Substitute Awards.rds/granted under the Plan may, in the discretfdhe@Committee, be granted either
alone or in addition to, in tandem with, or in stiogion for, any other Award granted under therPda any award granted under the 1990
Stock Plan or any other plan of the Company orAsffifiate (subject to the terms of Sections 10.0d.1.09). If an Award is granted in
substitution for another Award or award, the Conteeitshall require the surrender of such other Awaiavard in consideration for the grant
of the new Award. Awards granted in addition tarotandem with other Awards or awards may be gdhetther at the same time as or at a
different time from the grant of such other Awaadsawards. The exercise price of any Option, tleagprice of any Stock Appreciation Ri
or the purchase price of any other Award conferdangght to purchase Shares:

(i) granted in substitution for an outstanding Advar award shall either be not less than the Fairket Value of Shares at the date such
substitute Award is granted or not less than swhMarket Value at that date reduced to refleetFair Market Value of the Award or award
required to be surrendered by the Participant@mdition to receipt of a substitute Award; or

(i) retroactively granted in tandem with an outgtang Award or award shall be either not less tienFair Market VValue of Shares at the ¢
of grant of the later Award or the Fair Market Vialof Shares at the date of grant of the earlierrdvea award.

7.02 Compliance with Rule 16b-3.

7.02.1 Six-Month Holding Period. Unless a Partioipeould otherwise dispose of or exercise a deavigatecurity or dispose of Shares issued
under the Plan without incurring liability undercen 16(b) of the Exchange Act, (i) at least signths shall elapse from the date of
acquisition of a derivative security under the Riathe date of disposition of the derivative séguother than upon exercise or conversion)
or its underlying equity security, and (ii) Shageanted or awarded under the Plan other than upertise or conversion of a derivative
security, shall be held for at least six monthsfithhe date of grant or Award.

7.02.2 Reformation To Comply with Exchange Act Ruléis the intent of the Company that this Plamply in all respects with applicable
provisions of Rule 16b-3 or Rule 16a-1(c)(3) unither Exchange Act in connection with any grant ofak@s to or other transaction by a
Participant who is subject to Section 16 of thel&xge Act (except for transactions exempted uniteEnnative Exchange Act rules such
Participant). Accordingly, if any provision of thian or any Award Agreement relating to a givenafdvdoes not comply with the
requirements of Rule 16b-3 or Rule 16a-1(c)(3has tapplicable to any such transaction, such pmvisill be construed or deemed
amended to the extent necessary to conform tchdredpplicable requirements of Rule 16b-3 or Réle-1(c)(3) to the extent necessary so
that such Participant shall avoid liability undexc8on 16(b). In addition, the exercise price of &ward carrying a right to exercise granted
to a Participant subject to Section 16 of the ErgieaAct shall be not less than 50% of the Fair Makalue of Stock as of the date such
Award is granted if such pricing limitation is repd under Rule 16b-3 at the time of such grant.

7.03 Term of Awards. The term of each Award shalfdr such period as may be determined by the Cteniprovided, however, that in no
event shall the term of any Incentive Stock Optioia Stock Appreciation Right granted in tandemeivith exceed a period of ten years fi
the date of its grant.

7.04 Form of Payment of Awards. Subject to the seofithe Plan and any applicable Award Agreememyments or substitutions to be made
by the Company or an Affiliate upon the grant oereise of an Award may be made in such forms a€tmmittee shall determine,
including, without limitation, cash, deferred caShares, other Awards or other property, and mayde in a single payment or substitut

in installments or on a deferred basis, in eack @asccordance with rules and procedures estallibli the Committee. Such rules and
procedures may include, without limitation, prowiss for the payment or
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crediting of reasonable interest on installmerdefierred payments or the grant or crediting of @wvid Equivalents in respect of installment
or deferred payments denominated in Shares.

7.05 Limitations on Transferability. Awards and @thights under the Plan, including any Award ghtiwhich constitutes a derivative
security as generally defined in Rule 16a-1(c) unide Exchange Act, will not be transferable byaatiipant except by will or the laws of
descent and distribution (or, in the event of theiBipant's death, to a designated beneficiary, & exercisable, shall be exercisable during
the lifetime of a Participant only by such Partaip or his guardian or legal representative; predjcowever, that such Awards and other
rights (other than Incentive Stock Options and B#ppreciation Rights in tandem therewith) may taensferred to one or more Persons
during the lifetime of the Participant in conneatioith the Participant's estate planning, and nagx)ercised by such transferees in
accordance with the terms of such Award, but ohénd to the extent then permitted under Rule 16te8sistent with the registration of the
offer and sale of Shares on Form S-8 or Form Ssioh other registration form of the Securities Brdhange Commission as may then be
filed and effective with respect to the Plan, ardhitted by the Committee. Awards and other rigimider the Plan may not be pledged,
mortgaged, hypothecated, or otherwise encumbereditofavor of any Person other than the CompargnoAffiliate, and shall not be
subject to any lien, obligation or liability of @aRicipant or transferee to any Person other tharQompany or any Affiliate. If so determined
by the Committee, a Participant may, in the mamséablished by the Committee, designate a bengfiorabeneficiaries to exercise the rig
of the Participant, and to receive any distributiath respect to any Award upon the death of thei@pant. A transferee, beneficiary,
guardian, legal representative or other Persomatg any rights under the Plan from or through Bayticipant shall be subject to all the
terms and conditions of the Plan and any Award Agrent applicable to such Participant, except te#tent the Plan and Award Agreement
otherwise provide with respect to such Personstaady additional restrictions or limitations desimecessary or appropriate by the
Committee.

7.06 Registration and Listing Compliance. The Comypshall not be obligated to issue or deliver Shameconnection with any Award or ta
any other action under the Plan in a transactidjestito the registration requirements of the SiéesrAct of 1933, as amended, or any other
federal or state securities law, any requiremedeurny listing agreement between the Company apcational securities exchange or
automated quotation system, or any other law, egiguid, or contractual obligation of the Companytilthe Company is satisfied that such
laws, regulations, and other obligations of the @any have been complied with in full.

7.07 Share Certificates. All certificates for Shsadelivered under the terms of the Plan shall bgestito such stop-transfer orders and other
restrictions as the Committee may deem advisatdenfiederal or state securities laws, rules andla¢igns thereunder, and the rules of any
national securities exchange or automated quotatietem on which Shares are listed or quoted. Tdmerilttee may cause a legend or
legends to be placed on any such certificates teerappropriate reference to such restrictions gradher restrictions or limitations that may
be applicable to Shares. In addition, during amyopen which Awards or Shares are subject to ret#ns or limitations under the terms of
the Plan or any Award Agreement, or during anyqueduring which delivery or receipt of an AwardSitares has been deferred by the
Committee or a Participant, the Committee may negaiy Participant to enter into an agreement giogithat certificates representing
Shares issuable or issued pursuant to an Awartirehain in the physical custody of the Companguxch other Person as the Committee
may designate.

7.08 Performanc&ased Awards. The Committee may, in its discretiasignate any Award that is subject to the achiere of performanc
conditions as a performance-based Award subjetisdSection 7.08, in order to qualify such Awasd'qualified performance-based
compensation" within the meaning of Code Sectio?(1f. The performance objectives for an Award scitije this

Section 7.08 shall consist of one or more busingteria and a targeted level or levels of perfangeawith respect to such criteria, as
specified by the Committee but subject to this ®act.08. Such performance objectives shall beabivje and shall otherwise meet the
requirements of Section 162(m)(4)(C) of the CodgsiBess criteria
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used by the Committee in establishing such perfaoaabjectives shall be selected exclusively fromog the following:
(1) Annual net income to common stock;

(2) Operating profit;

(3) Annual return on capital or equity;

(4) Annual earnings per share;

(5) Annual cash flow provided by operations;

(6) Changes in annual revenues; and/or

(7) Strategic business criteria, consisting of oneore objectives based on meeting specified te¥emarket penetration, geographic
business expansion goals, cost targets, and geatgg to acquisitions or divestitures.

The levels of performance required with respedtich business criteria may be expressed in absmiugdative levels. Achievement of
performance objectives with respect to such Awatdgl be measured over a period of not less tharyear nor more than five years, as the
Committee may specify. Performance objectives miffigrdor such Awards to different Participants.eT@ommittee shall specify the
weighting to be given to each performance objedtwveourposes of determining the final amount p&yalith respect to any such Award. 1
Committee may, in its discretion, reduce the amafiat payout otherwise to be made in connectioh ait Award subject to this Section
7.08, but may not exercise discretion to increash amount, and the Committee may consider othdonpeance criteria in exercising such
discretion. All determinations by the Committea@ghe achievement of performance objectives diwih writing. The Committee may not
delegate any responsibility with respect to an Alsubject to this Section 7.08.

SECTION 8
ADJUSTMENT PROVISIONS

8.01 In the event that the Committee shall deteerthiat any dividend or other distribution (whethrethe form of cash, Shares, other
securities or other property), recapitalizatiomnfard or reverse stock split, reorganization, mergensolidation, split-up, spin-off,
combination, repurchase, exchange of Shares or s#earities of the Company, or other similar cogpe transaction or event affects the
Shares such that an adjustment is determined b@dhamittee to be appropriate in order to prevehitidon or enlargement of Participants'
rights under the Plan, then the Committee shaluith manner as it may deem equitable, adjust aal of:

(i) the number and kind of Shares which may theéeedfe issued in connection with Awards; (ii) thember and kind of Shares issued or
issuable in respect of outstanding Awards; (ii§ ttumber and kind of Shares of outstanding RestfiStock or relating to any other
outstanding Award in connection with which Sharagenbeen issued; (iv) the number of Shares withe@go which Awards may be granted
to a Participant in any calendar year, as set farth

Section 4.02; and (v) the exercise price, grarteporr purchase price relating to any Award orgiéhed appropriate, make provision for a
cash payment with respect to any outstanding Awanaided, however, in each case, that with resfgelttcentive Stock Options, no such
adjustment shall be authorized, unless previoweiyested by the Participant, to the extent thdt authority would cause the Plan to violate
Section 422(b)(1) of the Code or any successorigimvthereto. In addition, the Committee is auidwd to make adjustments in the terms
and conditions of, and the criteria in, Awardsenagnition of unusual or nonrecurring events (idilg, without limitation, events described
in the preceding sentence) affecting the ComparangrAffiliate or the financial statements of ther@any or any Affiliate, or in response to
changes in applicable laws, regulations or accaogrgrinciples.
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SECTION 9
CHANGE OF CONTROL PROVISIONS

9.01 Acceleration of Exercisability and Lapse obRietions. In the event of a Change of Controldesined in Section 9.03.1, the following
acceleration provisions shall apply:

() All outstanding Awards pursuant to which theatizigpant may have rights the exercise of whicheistricted or limited shall become fully
exercisable, except to the extent otherwise pravideSection 7.02.1; unless the right to lapseriaiins or limitations is waived or deferred
by a Participant prior to such lapse, all restoies or limitations (including risks of forfeiturep outstanding Awards subject to restrictions or
limitations under the Plan shall lapse; and alfggenance criteria and other conditions to paymémwards under which payments of cash,
Shares or other property are subject to conditsradl be deemed to be achieved or fulfilled andl fleawaived by the Company, except to
extent otherwise provided in Section 7.02.1, and;

(i) In the event that any Award is subject to liations under Section 7.02.1 at the time of a CharigControl, then, solely for the purpose of
determining the rights of the Participant with resipto such Award, a Change of Control will be dedno occur at the close of business on
the first business day following the date on wtittoh limitations on such Award under Section 7.0fate expired.

9.02 Creation and Funding of Trust. Upon the eladfex Potential Change of Control as defined inti®a 9.03.2, unless the Board or the
Committee adopts a resolution within ten business dollowing the date the Potential Change of @dratrises to the effect that such action
iS not necessary to secure any payments herewrdeiChange of Control as defined in Section 9,684 Company will deposit with the
trustee of a trust for the benefit of Participamiznies or other property having a Fair Market Valt&ast equal to the net present value of
cash, Shares and other property potentially payabdistributable in connection with Awards outstang at that date. The trust shall be an
irrevocable grantor trust which shall preserve"thgfunded" status of Awards under the Plan, andl sbatain other terms and conditions
substantially as specified for trusts authorizedarrthe Company's employment agreements with eixesut

9.03 Definitions of Certain Terms. For purposethig Section 9, the following definitions, in addit to those set forth in Section 2.01, shall
apply:

9.03.1 "Change of Control" means and will be deetondthve occurred if: (i) any Person, other than@ompany or a Related Party, is or
becomes the "beneficial owner" (as defined in Ri8ld-3 under the Exchange Act), directly or indilgadf securities of the Company
representing 15 percent or more of the total vogiager of all the then outstanding Voting Secusitier (i) a Person, other than the Comp
or a Related Party, purchases or otherwise acquineter a tender offer, securities representingetBent or more of the total voting powel
all the then outstanding Voting Securities; or

(iii) the individuals (a) who as of the effectivatd of the Plan constitute the Board or (b) whoehfter are elected to the Board and whose
election, or nomination for election, to the Boarals approved by a vote of at least two-thirds J @f3he directors then still in office who
either were directors as of the effective datéhefRlan or whose election or nomination for electi@s previously so approved, cease for any
reason to constitute a majority thereof; or (i\g #tockholders of the Company approve a mergesatioiation, recapitalization or
reorganization of the Company or an acquisitionHgyCompany, or consummation of any such transadt&tockholder approval is not
obtained, other than any such transaction whichldvasult in the Voting Securities outstanding inttiaéely prior thereto continuing to
represent (either by remaining outstanding or bgdeonverted into voting securities of the sumgyientity) at least 80 percent of the total
voting power represented by the Voting Securitiesugh surviving entity outstanding immediatelyeafsuch transaction if the voting rights
each Voting Security relative to the other VotingcBrities were not altered in such transactiorfypthe stockholders of the Company
approve a plan of complete liquidation of the Comypar an agreement for the sale or dispositiorhey@Gompany of all or substantially all of
the Company's assets other than any such transadtich would result in a Related Party owning cuuéring more than 50 percent of the
assets owned by the Company immediately prioredridnsaction; or (vi) the Board
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adopts a resolution to the effect that a Chandeanitrol has occurred or adopts a resolution teeffext that a Potential Change of Control
arisen and the transaction giving rise to suchluéism has been thereafter approved by the stodenslof the Company or been consumm
if such approval is not sought.

9.03.2 "Potential Change of Control" means and bélideemed to have arisen if: (i) the Company sritéo an agreement, the consummation
of which would result in the occurrence of a Chaafj€ontrol; or (ii) any Person (including the Coamy) publicly announces an intention to
take or to consider taking actions which if consuated would constitute a Change of Control; or @iy Person, other than a Related Party,
files with the Securities and Exchange Commissi@tlaedule 13D pursuant to Rule 13d-1 under the &g Act with respect to Voting
Securities; or (iv) any Person, other than the Camyor a Related Party, files with the Federal @rf@dmmission a natification and report
form pursuant to the Hart-Scott-Rodino Antitrustphmvements Act of 1976 with respect to any Votirg@&ities or a major portion of the
assets of the Company; or (v) the Board adoptsauton to the effect that, for purposes of thenPk Potential Change of Control has ari

A Potential Change of Control will be deemed totauore (i) with respect to an agreement within thevew of clause "(i)" of the preceding
sentence, until the agreement is canceled or taedin or (ii) with respect to an announcement withie purview of clause "(ii)" of the
preceding sentence, until the Person making thewaraement publicly abandons the stated intentidailsr to act on such intention for a
period of twelve (12) calendar months; or (iii) viespect to either the filing of a Schedule 13Ehimithe purview of clause "(iii)" of the
preceding sentence or the filing of a notificateord report form within the purview of clause "(igf'the preceding sentence with respect to
Voting Securities, until the Person involved pulyliannounces that its ownership or acquisitiorhef Voting Securities is for investment
purposes only and not for the purpose of seeki@pange of Control or such Person disposes of thimy&ecurities; or (iv) with respect to
any Potential Change of Control, until a Chang€antrol has occurred or the Board, on reasonabiefladter due investigation, adopts a
resolution that the Potential Change of Controldessed to exist.

9.03.3 "Related Party" means: (i) a majority-owsatsidiary of the Company; or (ii) an employee mup of employees of the Company or
any majority-owned subsidiary of the Company; oY & trustee or other fiduciary holding securitiggder an employee benefit plan of the
Company or any majority-owned subsidiary of the @any; or (iv) a corporation owned directly or iretitly by the stockholders of the
Company in substantially the same proportion ais tvenership of Voting Securities.

9.03.4 "Voting Securities" means any securitiethefCompany which carry the right to vote generaillthe election of directors.
SECTION 10
AMENDMENTS TO AND TERMINATION OF THE PLAN

10.01 The Board may amend, alter, suspend, disagntir terminate the Plan without the consentafldtolders or Participants, except that
any amendment or alteration shall be subject tafiproval of the Company's stockholders at or leeffloe next annual meeting of
stockholders for which the record date is afterdhge of such Board action if such stockholder apglris required by any federal or state law
or regulation or the rules of any stock exchangautomated quotation system on which the Stock timery be listed or quoted, and the Board
may otherwise, in its discretion, determine to siifmther such amendments or alterations to stocldrslfor approval; provided, however,
that, without the consent of a Participant, no aaneent, alteration, suspension, discontinuatioreonination of the Plan may materially and
adversely affect the rights of such Participantarrahy Award theretofore granted to him. The Cortgaitmnay waive any conditions or rights
under, or amend, alter, suspend, discontinue pritate any Award theretofore granted, prospectieelsetrospectively; provided, however,
that, without the consent of a Participant, no aineent, alteration, suspension, discontinuatioreonination of any Award may materially
and adversely affect the rights of such Participanater any Award theretofore granted to him.
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Unless earlier terminated by the Board, the Pldhtgriminate when no Shares remain reserved anidhblafor issuance and the Company
has no further obligation with respect to any Awgrdnted under the Plan.

SECTION 11
GENERAL PROVISIONS

11.01 No Rights to Awards. Nothing contained in fti@n shall give any Participant or employee aayntito be granted any Award under the
Plan, nor give rise to any obligation for uniforyndf treatment of Participants and employees.

11.02 Withholding. The Company or any Affiliateagthorized to withhold from any Award granted oy aayment due under the Plan,
including from a distribution of Shares, amountsvithholding taxes due with respect to an Awarsleixercise or any payment thereunder,
and to take such other action as the Committeedaayn necessary or advisable to enable the Compahiaaticipants to satisfy obligations
for the payment of such taxes. This authority simalude authority to withhold or receive Sharewsjakds or other property and to make cash
payments in respect thereof in satisfaction of saghobligations.

11.03 No Right to Employment. Nothing containedhie Plan shall confer, and no grant of an Awardl $lgaconstrued as conferring, upon
any Participant any right to continue in the empddyhe Company or any Affiliate or to interfereany way with the right of the Company or
any Affiliate to terminate his employment at anyéi or increase or decrease his compensation fremath in existence at the time of
granting of an Award.

11.04 Unfunded Status of Awards; Creation of TruBke Plan is intended to constitute an "unfund®dh for incentive and deferred
compensation. With respect to any payments natgete to a Participant pursuant to an Award, nothorgained in the Plan or any Award
shall give any such Participant any rights thatgaeater than those of a general creditor of they@my; provided, however, that, this
provision shall not limit the requirements of

Section 9.02, and in addition, the Committee mah@nize the creation of trusts or make other areamgnts to meet the Company's
obligations under the Plan to deliver cash, Sharegher property pursuant to any Award, whichtsus other arrangements shall be
consistent with the "unfunded" status of the Plaless the Committee otherwise determines.

11.05 No Limit on Other Compensatory ArrangemeNtsthing contained in this Plan shall prevent thenpany or any Affiliate from
adopting other or additional compensation arrangesn@hich may include, without limitation, emplognt agreements with executives and
arrangements which relate to Awards under the Péarg such arrangements may be either generallicaple or applicable only in specific
cases.

11.06 No Fractional Shares. No fractional Sharef bk issued or delivered pursuant to the PlaangrAward. The Committee shall
determine whether cash, other Awards or other ptpshall be issued or paid in lieu of fraction&la®es or whether such fractional Shares or
any rights thereto shall be forfeited or othervaminated.

11.07 Governing Law. The validity, interpretati@onstruction and effect of the Plan and any rutesragulations relating to the Plan shal
governed by the laws of the State of Delaware @uithiegard to the conflicts of laws thereof), apglacable federal law.

11.08 Severability. If any provision of the Plaroisbecomes or is deemed invalid, illegal or unssdable in any jurisdiction, or would
disqualify the Plan or any Award under any law dedrapplicable by the Committee, such provisionldi®tonstrued or deemed amende
conform to applicable laws or if it cannot be constl or deemed amended without, in the determinatidghe Committee, materially altering
the intent of the Plan, it shall be stricken arel tamainder of the Plan shall remain in full foecel effect.

11.09 Compliance with Code Section 162(m). It &sititent of the Company that Awards subject to iBect.08 shall constitute "qualified
performance-based compensation” within the meaniifigpde Section 162(m). Accordingly, if any prowisiof the Plan or any Award
Agreement relating to such an Award
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does not comply or is inconsistent with the requigats of Code Section 162(m) or regulations theteyrsuch provision shall be construed
or deemed amended to the extent necessary to cotdosuch requirements, and no provision shalldmed to confer upon the Committee
or any other Person discretion to increase the atrmfitcompensation otherwise payable in conneatith any such Award upon attainment
of the applicable performance objectives.

SECTION 12
EFFECTIVE DATE

12.01 The Plan shall become effective at such &émapproved by the affirmative vote of holders ofagority of Shares present in person or
represented by proxy at the Company's 1996 Annwtiig of Stockholders, or any adjournment thereof.
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EXHIBIT B
THE WILLIAMS COMPANIES, INC.
1996 STOCK PLAN FOR NON-EMPLOYEE DIRECTORS

1. PURPOSE. The purpose of The Williams Compatnes, 1996 Stock Plan for Non-Employee Directorg (tRlan") is to advance the
interests of The Williams Companies, Inc., a Delan@rporation (the "Company"), and its stockhad®y providing a means to attract and
retain highly qualified persons to serve as non{eyge Directors of the Company and to promote osimerby such directors of a greater
proprietary interest in the Company, thereby aligréuch directors' interests more closely withititerests of stockholders of the Company.

2. DEFINITIONS. In addition to terms defined els@sh in the Plan, the following are defined termdarrthe Plan:

(a) "Code" means the Internal Revenue Code of 1&8&mended from time to time. References to amyigion of the Code include
regulations thereunder and successor provisionseandations thereto.

(b) "Deferred Share" means a credit to a Parti¢ipateferral account under Section 7(b) or 8 whégiresents the right to receive one Share
upon settlement of the deferral account. Deferrabants, and Deferred Shares credited theretonanetained solely as bookkeeping entries
by the Company evidencing unfunded obligationdef€ompany.

(c) "Exchange Act" means the Securities ExchangeoAt934, as amended. References to any providitinee Exchange Act include rules
thereunder and successor provisions and rulestthere

(d) "Fair Market Value" of a Share means, as of girgn date, the closing sales price of a Sharerteg in the table entitled "New York
Stock Exchange Composite Transactions” containdthnWall Street Journal (or an equivalent sucaetsdibe) for such date or, if no such
closing sales price was reported for such datehfomost recent trading day prior to such datevuich a closing sales price was reported.

(e) "Option" means the right, granted to a Paréinipunder Section 6, to purchase a specified nuoit®@hares at the specified exercise price
for a specified period of time under the Plan.@ftions shall be non-qualified stock options.

(f) "Participant” means any person who, as a nopleyee Director of the Company, has been grantedgion or has been paid fees in the
form of Deferred Shares or who has elected to ifpas in the form of Shares or Deferred Shareleuthe Plan.

(9) "Rule 16b-3" means Rule 16b-3, as from timénee in effect and applicable to the Plan and Bigdints, promulgated by the Securities
and Exchange Commission under Section 16 of thbdhge Act.

(h) "Share" means a share of Common Stock, $1gdaeyof the Company and such other securitiesagsha substituted or resubstituted for
such Share pursuant to Section 9.

3. SHARES AVAILABLE UNDER THE PLAN. Subject to adjtment as provided in

Section 9, the total number of Shares reservediaaitable for issuance under the Plan is 100,0a8yiged, however, that the number shall
be increased by the number of Shares currentlyadblaior which otherwise are not issued or issuabteof the shares reserved under the
Company's 1988 Stock Option Plan for Non-Employ@edors. Such Shares may be authorized but urdsShares, treasury Shares, or
Shares acquired in the market for the accountePticipant. For purposes of the Plan, Sharesrtag be purchased upon exercise of an
Option or delivered in settlement of Deferred Skaieall not be considered to be available afteln €jgtion has been granted or Deferred
Shares credited, except for purposes of issuancennection with such Option or Deferred Sharesyidied, however, that, if an Option
expires for any reason without having been exedldise
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full, the Shares subject to the unexercised poxfosuch Option shall again be available for isggamnder the Plan; and, provided further,
that the number of Shares to be issued under dreulon exercise of an Option shall be reducethdyumber of Shares surrendered by the
Participant or withheld by the Company in paymefthe exercise price of the Option.

4. ADMINISTRATION OF THE PLAN. The Plan shall berathistered by the Board of Directors of the Compamgvided, however, that
any action by the Board relating to the Plan ghaltaken only if, in addition to any other requikede, such action is approved by the
affirmative vote of a majority of the directors,evif not a quorum, who are not then eligible tdtipgoate in the Plan.

5. ELIGIBILITY. Each director of the Company whaj any date on which an Option is to be granted uSéetion 6, Shares are to be
granted under Section 7 or fees are to be paidhwdoald be received in the form of Shares or detem the form of Deferred Shares under
Section 8, is not an employee of the Company orsagidiary of the Company will be eligible, at Butate, to be granted an Option under
Section 6, granted Shares under Section 7 or redeas in the form of Shares or defer fees in ¢ fof Deferred Shares under

Section 8. No person other than those specifighignSection 5 shall be eligible to participatetie Plan.

6. OPTIONS. Without further action by the BoardDifectors or the stockholders of the Company, edigfible director shall be

automatically granted annually during the termhaf Plan options subject to the terms of the Planh®ptions shall be granted in three
installments, as follows: On the dates of the ragyischeduled meetings of the Board of Directdrthe Company in March, July and
November of each year (or if no meeting is heldunh month, then on the final day of such month)pgtion for 666 Shares, 666 Shares
667 Shares, respectively, shall be granted to padon who is an eligible director at that datbjestt to adjustment as provided in Section 9.

(a) Exercise Price. The exercise price per Sharehpsable upon exercise of an Option shall be aquEd0 percent of the Fair Market Value
of a Share on the date of grant of the Option.

(b) Option Expiration. A Participant's Option sheXpire at the earlier of (i) ten years after théecbf grant or (i) five years after the date the
Participant ceases to serve as a director of tmep@ay.

(c) Exercisability. Each option shall be exercigaél any time, or from time to time, from the datgrant through the expiration of the
Option.

(d) Method of Exercise. A Participant may exer@seOption, in whole or in part, prior to its exgioa, by giving written notice of exercise
the Human Resources Department of the Companyifgipecthe Option to be exercised and the numbe8twdres to be purchased, and
paying in full the exercise price in cash (inclwliny check) or by surrender of Shares already ovayetie Participant (except for Shares
acquired from the Company by exercise of an odésa than six months before the date of surreritsing a Fair Market Value at the time
of exercise equal to the exercise price, or byratkination of cash and Shares.

7. STOCK GRANTS. Subject to adjustment as provideBection 9, 250 Shares shall be automaticallytgchto each director of the
Company who is then eligible to receive such goamthe effective date of the Plan and, beginnin987, at the close of business on the day
of each Annual Meeting of Stockholders at whichas of directors is elected or reelected by the@amy's stockholders.

(a) Condition of Grant and Delivery. The grant alelivery of Shares hereunder shall be contingeatupe Participant agreeing to serve as a
director of the Company and serving as such thrdbgltlose of business after the first meetindiefBoard of Directors at or after the dat
the grant. Unless otherwise elected by the Paatntipnder Section 7(b), the Company shall delivghé Participant, as promptly as
practicable thereafter, one or more certificatgsegenting the Shares, registered in the namesd®dhnticipant (or, if directed by the
Participant, in the joint names of the Participamd his or her spouse), or otherwise make deligbtlie Shares to a designated third party for
the account of such Participant.

(b) Deferral of Shares. Each director entitled éagbanted Shares under this Section 7 may eleet#ive all or part of such grant in the form
of an equal number of Deferred Shares in lieu tit/epy of
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Shares under Section 7(a). Such election to detist bre filed with the Human Resources Departmetti@ofCompany no later than the due
date specified in Section 8(a), except that in 1896 in the case of a director newly elected ooapgd in a given year, such election mus
filed no later than the day preceding the Annuaédfey of Stockholders in that year, and such edacthall become irrevocable (except as
provided in Section 8(e)) as of such due date. ®imttion shall be deemed to be continuing andetbes applicable to grants in subsequent
Plan years unless the director revokes or changdsedection by filing a new election form by sudtke date. Such election shall specify the
number of Shares to be deferred in the form of BeteShares, the period or periods during whictiesaent of Deferred Shares will be
deferred (subject to such limitations as may beiipd by counsel to the Company), and whetherddind equivalents on Deferred Shares

to be credited to the Participant's deferral actolime Company shall establish a deferral accoum¢dich Participant who receives Shares
under this Section 7 in the form of Deferred Shandgch account may be the same as, and shalljieaent be on terms similar to the
account specified in Section 8(c). Settlement chatdeferral account shall be governed by Sectieh 8lividend equivalents shall be credited
in accordance with Section 8(d); provided, howetraat elections to have dividend equivalents ceet#s additional Deferred Shares shall be
subject to Section 8(f).

(c) Rights of the Participant. A Participant grah&hares hereunder shall have, upon delivery, ubdetion 7(a) or settlement under Section
8(e), all of the rights of a holder of the Sharasluding the right to receive dividends paid ocls®hares and the right to vote such Shares.
Upon delivery, such Shares shall be nonforfeitable.

8. RECEIPT OF SHARES OR DEFERRED SHARES IN LIEU EEES. Each director of the Company may elect tpaié all or a portion

of the fees earned in his or her capacity as &uiréincluding annual retainer fees, meeting féass for service on a Board committee, fees
for service as chairman of a Board committee, arydodher fees paid to directors) in the form of i@szor Deferred Shares in lieu of cash
payment of such fees, if such director is eligtiolelo so under Section 5 at the date any suctsfetherwise payable. If so elected, payme
fees in the form of Shares or Deferred Shares bleathade in accordance with this Section 8.

(a) Elections. Each director who elects to be pdlidr a portion of such fees for a given calengdzar in the form of Shares or to defer
payment of such fees in the form of Deferred Shamesuch year must file a written election witle tHuman Resources Department of the
Company no later than December 31 of the year gdiegesuch calendar year; provided, however, thadbmpany shall notify such direct
of any earlier date by which a director must makehselection in order for the acquisition of Shase®eferred Shares under this Section 8 to
be exempt from Section 16(b) of the Exchange AdienriRule 16b-3; and provided further, that any yesiécted or appointed director may
file an election for any year not later than 30glafter the date such person first became a direantd a director may file an election for the
year in which the Plan became effective not ldtant30 days after the date of effectiveness. Sledti@n shall only apply to fees payable
services performed in periods after the filing uéls election, and shall be deemed to be continaimbtherefore applicable to subsequent
years unless the director revokes or changes sectiom by filing a new election form by the dudel#or such form specified in this Sectia
(a). Except as provided in Section

8(e), a director's election filed prior to a yehalsbe irrevocable as to that year at the clogh®previous year, and a director's election filed
during a year (if permitted under this Section B&huall be irrevocable upon filing. The electionshspecify the following:

(i) A percentage of fees to be received in the fofrBhares or deferred in the form of Deferred 8hamder the Plan; and

(i) In the case of a deferral, the period or pasiauring which settlement of Deferred Shares siwmtleferred (subject to such limitations as
may be specified by counsel to the Company) andhenelividend equivalents on Deferred Shares abetoredited to the Participant's
deferral account.

Certain elections may not result in receipt of 8sar deferral of fees as Deferred Shares for-ansith period, as provided in Section 8(f).
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(b) Payment of Fees in the Form of Shares. At atg dn which fees are payable to a Participant iesoelected to receive all or a portion of
such fees in the form of Shares, the Company &@sale to such Participant, or to a designated thartly for the account of such Participant, a
number of Shares having an aggregate Fair Marklele\at that date equal to the fees, or as neanppssible equal to the fees (butin no e
greater than the fees), that would have been paytduch date but for the Participant's electioreteive Shares in lieu thereof. If the Shares
are to be credited to an account maintained byP#récipant and to the extent reasonably practécadithout requiring the actual issuance of
fractional Shares, the Company shall cause fragtiBhares to be credited to the Participant's atcdffractional Shares are not so credited,
any part of the Participant's fees not paid infthie of whole Shares shall be payable in cashedrticipant (either paid separately or
included in a subsequent payment of fees, includisgbsequent payment of fees subject to an ateatider this Section 8).

(c) Deferral of Fees in the Form of Deferred Shafé® Company shall establish a deferral accouritisdmooks for each Participant who
elects to defer fees in the form of Deferred Shareter this Section 8. At any date on which feesparyable to a Participant who has elected
to defer fees in the form of Deferred Shares, thmg@any shall credit such Participant's deferrabantwith a number of Deferred Shares
equal to the number of Shares having an aggregatd/farket Value at that date equal to the feesdtizerwise would have been payable at
such date but for the Participant's election t@defceipt of such fees in the form of Deferredr8s8aThe amount of Deferred Shares so
credited shall include fractional Shares calculatedt least three decimal places.

(d) Crediting of Dividend Equivalents. Wheneveridends are paid or distributions made with respe&hares, a Participant to whom
Deferred Shares are then credited in a deferraatcshall be entitled to receive, as dividend egjents, an amount equal in value to the
amount of the dividend paid or property distributeda single Share multiplied by the number of Dref# Shares (including any fractional
Share) credited to his or her deferral accountf éiseorecord date for such dividend or distributiSach dividend equivalents may, if elected
by the Participant under Section 7(b) or 8(a), teelited to the Participant's deferral account agsraber of Deferred Shares determined by
dividing the aggregate value of such dividend eagj@nts by the Fair Market Value of a Share at tygent date of the dividend or
distribution. Absent such election, the dividendigglents shall be paid to the Participant in cash.

(e) Settlement of Deferred Shares. The Company s#idlle the Participant's deferral account bywdelng to the Participant (or his or her
beneficiary) a number of Shares equal to the nurobahole Deferred Shares then credited to hiseordeferral account (or a specified
portion in the event of any partial settlementyetiter with cash in lieu of any fractional Shanma@ing at a time that less than one whole
Deferred Share is credited to such deferral acc@uth settlement shall be made at the time orstispecified in the Participant's election
filed in accordance with Section 7(b) or 8(a); pd®d, however, that a Participant may further defgtlement of Deferred Shares if counsel
to the Company determines that such further defigkedy would be effective under applicable feddrecome tax laws and regulations.

(f) Delayed Effectiveness of Elections in OrderGomply with Rule 16b-3. Other provisions of Sectit{b) and this Section 8
notwithstanding, if any crediting of Deferred Stsrether than an initial deferral under

Section 7(b) would occur, (i) less than six mordfter the Participant filed the election which wabuésult in such crediting, (ii) at a time
when the Company's employee benefit plans are lmgiecated in conformity with Rule 16b-3 as in effec and after May 1, 1991, and (iii)
at a time that Rule 16b-3 imposes a requirementpiiidicipant-directed transactions occur more siarnmonths after the participant's making
of an irrevocable election in order for such tranieams to be exempt from

Section 16(b) liability, then the fees or dividezglivalents the deferral of which would resultuls crediting instead shall be paid in casl

a non-deferred basis.
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9. ADJUSTMENT PROVISIONS.

(a) Corporate Transactions and Events. In the eagntecapitalization, reorganization, merger, otidation, spinoff, combination,
repurchase, exchange of Shares or other secuwftthe Company, stock split or reverse split, extdinary dividend (whether in the form of
cash, Shares, or other property), liquidation,aliggon, or other similar corporate transactiorewent affects the Shares such that an
adjustment is appropriate in order to prevent dilubr enlargement of each Participant's rightseurtide Plan, then an adjustment shall be
made, in a manner that is proportionate to the gham the Shares and otherwise equitable in, éintimber and kind of Shares reserved and
available for issuance under Section 3, (ii) thenber and kind of Shares to be subject to each attomgrant of an Option under Section 6
and of Shares under

Section 7, (iii) the number and kind of Sharesasdei upon exercise of outstanding Options, anti®ekercise price per Share thereof
(provided that no fractional Shares shall be issimmh exercise of any Option),

(iv) the number and kind of Shares to be issudidinof fees under

Section 8, and (v) the number and kind of Shardetizssued upon settlement of Deferred Shares (\8efgion 8. The foregoing
notwithstanding, no adjustment may be made heregwnaept as shall be necessary to maintain theoptiopate interest of the Participant
under the Plan and to preserve, without exceedlirggyalue of outstanding Options and potential rah Options and the value of
outstanding Deferred Shares.

(b) Insufficient Number of Shares. If at any datdrssufficient number of Shares are available urthlerPlan for the automatic grant of
Options or the receipt of fees in the form of Skaredeferral of fees in the form of Deferred Skarethat date, Shares under Section 7 and
Options under Section 6 shall be automatically gg@uproportionately to each eligible director,lie extent Shares are then available
(provided that no fractional Shares shall be issimmh exercise of any Option) and otherwise asigealvunder Sections 6 and 7, and then, if
any Shares remain available, fees shall be patiteifiorm of Shares or deferred in the form of DefdrShares proportionately among
directors then eligible to participate to the ext8hares are then available and otherwise as mrdwidder Section 8.

10. CHANGES TO THE PLAN. The Board of Directors nmaayend, alter, suspend, discontinue, or termiregétan or authority to grant
Options or Shares or pay fees in the form of Sharé&eferred Shares under the Plan without theaunsf stockholders or Participants,
except that any amendment or alteration shall bgstito the approval of the Company's stockholdés before the next Annual Meeting
Stockholders for which the record date is afterdhte of such Board action if such stockholder apgiris required by any federal or state
or regulation or the rules of any stock exchangauomated quotation system as then in effectflam@oard may otherwise determine to
submit other such amendments or alterations tkktdders for approval; provided, however, thathwiit the consent of an affected
Participant, no such action may materially imphé tights of such Participant with respect to antstanding Options or Deferred Shares;
and, provided further, that any Plan provision scifies the directors who may receive gran®mtions or Shares, the amount and price of
Shares that may be purchased upon the exercisptmfi® granted to such directors, and the timinguah grants of Options or Shares to ¢
directors, or is otherwise a "plan provision" reéerto in Rule 16I3(c)(2)(i))(B), shall not be amended more than ogeery six months, oth
than to comport with changes in the Code or thesrthiereunder, if such limitation on the frequeoti?lan amendments is then required
under Rule 16b-3 as a condition in order that day Bansactions be exempt from Section 16(b) effkchange Act.

11. GENERAL PROVISIONS.

(a) Agreements. Options, Deferred Shares, and #gy dght or obligation under the Plan may be ewited by agreements or other
documents executed by the Company and the Pariidipeorporating the terms and conditions set fortthe Plan, together with such other
terms and conditions not inconsistent with the Péerthe Board of Directors may from time to tinppraove.

(b) Compliance with Laws and Obligations. The Compshall not be obligated to issue or deliver Sthameder the Plan in a transaction
subject to the registration requirements of theuiges Act of 1933, as amended, or any other faldar state securities law, any requirement
under any listing agreement between the Companyandtock exchange or automated quotation systeany other
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law, regulation, or contractual obligation of ther@pany, until the Company is satisfied that sug¥s|aegulations, and other obligations of
the Company have been complied with in full. Cextifes representing Shares issued under the Pddirbshsubject to such stop-transfer
orders and other restrictions as may be appliaadiier such laws, regulations, and other obligatafitie Company, including any
requirement that a legend or legends be placeddher

(c) Limitations on Transferability. Options, Defedr Shares, and any other right under the Plan sbable transferable by a Participant exc
by will or the laws of descent and distribution {ora designated beneficiary in the event of ai€pant's death), and shall be exercisable
during the lifetime of the Participant only by suearticipant or his or her guardian or legal repnéative; provided, however, that Options
and Deferred Shares (and rights relating theretn) be transferred to one or more trusts or otheefigaries during the lifetime of the
Participant for purposes of the Participant's egtédnning or at the Participant's death, and sactsferees may exercise rights thereunder in
accordance with the terms thereof, but only if emthe extent then permitted under Rule B6dAd consistent with the registration of the ¢
and sale of Shares related thereto on Form S-8) 568, or such other registration form of the Seiesrand Exchange Commission as may
then be filed and effective with respect to thenPTehe Company may rely upon the beneficiary degtign last filed in accordance with this
Section 11(c). Options, Deferred Shares, and atbkets under the Plan may not be pledged, mortgaggubthecated, or otherwise
encumbered, and shall not be subject to the clafraseditors of any Participant or permitted tramsg.

(d) Compliance with Rule 16b-3. It is the intenttlbé Company that this Plan comply in all respagtk applicable provisions of Rule 16b-3.
Accordingly, if any provision of this Plan or angraement hereunder does not comply with the reopgines of Rule 16b-3 as then applicable
to a Participant, or would preclude a directorhef Company from being deemed a "disinterested pérswder then-applicable provisions of
Rule 16b-3, such provision shall be construed entl amended to the extent necessary to confotine @@pplicable requirements with
respect to such Participant and to ensure thetditestatus as a "disinterested person" is unaffiec

(e) No Right To Continue as a Director. Nothing teamed in the Plan or any agreement hereunder stialer upon any Participant any right
to continue to serve as a director of the Company.

() No Stockholder Rights Conferred. Nothing congal in the Plan or any agreement hereunder shaicapon any Participant (or any
person or entity claiming rights by or through atiégpant) any rights of a stockholder of the Comypanless and until Shares are in fact
issued to such Participant (or person) or, in tee®f an Option, such Option is validly exercisedccordance with Section 6.

(9) Nonexclusivity of the Plan. Neither the adoptaf the Plan by the Board of Directors nor itsraigsion to the stockholders of the
Company for approval shall be construed as creatiygimitations on the power of the Board to adapth other compensatory arrangem
for directors as it may deem desirable.

(h) Nonforfeitability. The interest of each Panpiant in Options, Shares or Deferred Shares (andlefeyral account relating thereto) granted
or delivered under the Plan at all times shall teforfeitable, subject to the service requiremdrgaction 7(a).

(i) Governing Law. The validity, construction, aeffect of the Plan and any agreement hereunderishaletermined in accordance with the
Delaware General Corporation Law and other lawd\foling those governing contracts) of the StatBelware, without giving effect to
principles of conflicts of laws, and applicable éeal law.
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12. STOCKHOLDER APPROVAL, EFFECTIVE DATE, AND PLANERMINATION. The Plan shall be effective if, andsatch time as,

the stockholders of the Company have approved ihbyaffirmative votes of the holders of a majodfythe voting securities of the Company
present, or represented, and entitled to vote ersubject matter at a duly held meeting of stodda, provided, however, that such approval
must be obtained not later than the final adjoumtnoé the first Annual Meeting of Stockholders b&tCompany held after the date the Board
of Directors has adopted the Plan. Unless eadi@nihated by action of the Board of Directors, ftt@n shall remain in effect until such time
as no Shares remain available for issuance undd?ltin and the Company and Participants have tieefurights or obligations under the
Plan.

Adopted by the Board of Directors: March 21, 1996.



EXHIBIT 21

THE WILLIAMS COMPANIES, INC. & AFFILIATES

March 15, 1996

Jurisdiction Owned by
of Immediate
Incorporation Parent
The Williams Companies, Inc. ........... ... ..., Delaware

KERN RIVER ACQUISITION CORPORATION ...... ......... Delaware 100%
Kern River Gas Supply Corporation .... ... ..., Delaware 100%
Kern River Gas Transmission Company ... ... ...... Texas (Partnership) 49.9%
Kern River Funding Corporation ... ... ..., Delaware 100%

Kern River Service Corporation...... .. ..., Delaware 100%
NORTHWEST PIPELINE CORPORATION ........ ......... Delaware 100%
TEXAS GAS TRANSMISSION CORPORATION ......  ......... Delaware 100%
TRANSCONTINENTAL GAS PIPE LINE CORPORATION ..  ......... Delaware 100%
Cardinal Operating Company . ....... ... ... Delaware 100%
Pine Needle Operating Company ...... ... ..... Delaware 100%
TransCardinal Company . ......... .. ..., Delaware 100%
TransCarolina LNG Company. ........ .. .. .... Delaware 100%
WGP Enterprises, Inc. .......... ..., Delaware 100%
WILLIAMS HOLDINGS OF DELAWARE, INC....... ... ..... Delaware 100%
Apco Argentinalnc. ........... ..., Cayman Islands 64.51%
Apco Properties Ltd. ........ ... Cayman Islands 100%
Beech Grove Processing Company ...... ..., Tennessee 100%
Inland Ports, Inc. . . .......... ... Tennessee 100%
Langside Limited . . ........... ... Bermuda 100%
Longhorn Enterprises of Texas, Inc. ... ... ..., Delaware 100%
Northwest Exploration Company ...... ... ..., Delaware 100%
RealcoRealty Corp. ........... ... Delaware 100%
Realco of Crown Center, Inc. .... ..., Delaware 100%
Realco of San Antonio, Inc. .... ..., Delaware 100%
Realco Realty Developments, Inc. .. ..., Delaware 100%

The Tennessee Coal Company . ....... .. ...... Delaware 100%
The WilTech Group, Inc. ......... ... ..... Delaware 100%
Vyvx,Inc. ... Delaware 100%
Williams Learning Network, Inc. ... ... ..., Delaware 100%
Williams Wireless, Inc. ....... ... ..., Delaware 100%
WilTech Cable Television Services, Inc P Delaware 100%
Transco Energy Company ......... ... ..., Delaware 100%
Energy Tech,Inc........... ... Delaware 100%
Gasco Insurance Company Limited ... ... Bermuda 100%
Hazleton Fuel Management Company ..  ......... Delaware 100%
Hazleton Pipeline Company ... ..., Delaware 100%

TM Cogeneration Company .... ... Delaware 100%

Transco Coal Gas Company ...... .. ...... Delaware 100%
Transco Energy Investment Company .. ..., Delaware 100%
Transco Exploration Company ..... ... ..., Delaware 100%
Transco Gas Company . ........ ..., Delaware 100%
Border Gas, Inc. ........ ... Delaware 10%

Liberty Operating Company ... ... Delaware 100%
NESP Supply Corp. ....... .. Delaware 33.33%
Trans-Jeff Chemical Corporaton . ....... Delaware 100%

Transco Blue Ridge Pipeline Comp any ....... Delaware 100%

Transco Liberty Pipeline Company — ......... Delaware 100%

Transeastern Gas Pipeline Compan y,Inc. ..... Delaware 100%



Jurisdiction Owned by

of Immedi ate

Incorporation Paren t
TranscoP-SCompany . ............ ... Delaware 10 0%
Transco Resources, Inc. ........... ... Delaware 10 0%
ForTran Exploration Company ...... .. ... Delaware 10 0%
Magnolia Methane Corp. . . ....... ..., Delaware 10 0%
Transco Transportation Company ..... ... Delaware 10 0%
Tubexpress,Inc............. ..., Delaware 5 0%
Transco Terminal Company ..........  ..... Delaware 10 0%
Transco Tower Realty, Inc. ......... ... Delaware 10 0%
Tulsa Willams Company . . ............  .... Delaware 10 0%
Valley View Coal, Inc. . . ............ ... Tennessee 10 0%
WCS Communications Systems, Inc. . ........ ... Delaware 10 0%
Willco, Inc. ... Delaware 10 0%
Williams Acquisition Holding Company, Inc..... ... Delaware 10 0%
Williams Acquisition Holding Company, Inc. ... ..., New Jersey 10 0%
Agrico Foreign Sales Corporation ...... ..., Guam 10 0%
Fishhawk Ranch,Inc. ............ ... Florida 10 0%
ReservecolInc. ............... ... Delaware 1 5%
Williams Aircraft, Inc. ............. ... Delaware 10 0%
Williams Energy Company ............. ... Delaware 10 0%
Williams Energy Services Company . ........ ..., Delaware 10 0%
Transco Gas Marketing Company ........ ... Delaware 10 0%
TXG Gas Marketing Company ....... ... Delaware 10 0%
TXG Intrastate Pipeline Company ..  ..... Delaware 10 0%
Transco Energy Marketing Company .... ..., Delaware 10 0%
Williams Gas Company . . ........ ..., Delaware 10 0%
Williams Power Trading Company .....  ..... Delaware 10 0%
Williams Information & Trading Systems Co. . ..., Delaware 10 0%
TransNetwork Holding Company ...... ..., Delaware 2 0%
Williams Canadian Holding, Inc. .... ..., Delaware 10 0%
Williams Energy Network, Inc. ..... ..., Delaware 10 0%
Williams Energy Systems Company ....  ..... Delaware 10 0%
Williams U.S. Holding, Inc. ...... ... Delaware 10 0%
Williams Energy Ventures, Inc........... ... Delaware 10 0%
Nebraska Energy, L.LC............ ... Kansas 7 1%
Wiljet, LLC . ................ Arizona 5 0%
Williams Ethanol Production Company ..... ..., Delaware 10 0%
Pekin Energy Company . ......... ... lllinois (General Partnership) 9 9%
Williams Ethanol Services, Inc........ ..., Delaware 10 0%
Pekin Energy Company .......... ..., Illinois (General Partnership) 1%
Williams Enterprises of Delaware, Inc....... ... Delaware 10 0%
Williams Exploration Company .. ......... ... Delaware 10 0%
Rainbow Resources, Inc. .......... ... Colorado 10 0%
Williams Field Services Group, Inc.  ...... ... Delaware 10 0%
Carbon County UCG, Inc. . .......... . ... Delaware 10 0%
FT&T,Inc. ............... ... Delaware 10 0%
WEFS - Gas Gathering Company . ........ ... Delaware 10 0%
WES - Offshore Gathering Company .....  ..... Delaware 10 0%
WEFS - Pipeline Company .......... ... Delaware 10 0%
WFS Gas Resources Company . ......... ... Delaware 10 0%
WEFS InvestmentCo. ............. ..., Delaware 10 0%
WEFS - Liquids Company . . .......... ... Delaware 10 0%
HI-BOL Pipeline Company ........ ..., Delaware 10 0%
WFS ManagementCo. ............. ... Delaware 10 0%



Jurisdiction Owned by

of Immediate
Incorporation Parent
WEFS - Nuval GatheringCo. ....... ...... Delaware 100%
WEFS - OCS GatheringCo. ........ ..., Delaware 100%
WEFS - Power Services Company ...... ..., Delaware 100%
Energy International Corporation.. ..., Pennsylvania 100%
WEFS - Production Services Company . ...  ....... Delaware 100%
Williams CNG Company  ......... ..., Delaware 100%
Williams Field Services Company ..... ..., Utah 100%
Williams Gas Processing - Blanco, Inc. . ..., Delaware 100%
Williams Gas Processing Company ..... ..., Delaware 100%
Williams Gas Processing - Kansas Hugoton Company ... Delaware 100%
Williams Gas Processing - Mid-Continent R egion Company Delaware 100%
Williams Gas Processing - Wamsutter Compa ny...... Delaware 100%
Williams Power Company ......... ... Delaware 100%
Williams Production Company . ...... ..., Delaware 100%
Williams Headquarters Acquisition Company .. ..., Delaware 100%
Williams Headquarters Building Company ....  ....... Delaware 100%
Williams Headquarters Management Company ...  ....... Delaware 100%
Williams Information Services Corporation ..  ....... Delaware 100%
Williams International Company . ....... ..., Delaware 100%
Williams International (Bermuda) Limited ..., Bermuda 100%
Williams International Investments (Cayma n) Limited . . Cayman Islands 100%
Williams International Ventures (Bermuda) Ltd. .... Bermuda 100%
Williams International Pipeline Company . ..., Delaware 100%
Williams International Pipeline Compa ny - Colombia Delaware 100%
Williams International Ventures Company.  ....... Delaware 100%
WEV, Inc. (New Zealand) ...... ..., Delaware 100%
Williams Energy Ventures Corporation (New Zealand) Delaware 100%
Williams Pipe Line Company ......... ..., Delaware 100%
WillBros Terminal Company . ....... ... ... Delaware 100%
Williams Terminals Company ....... ... .... Delaware 100%
Williams Pipeline Services Company .....  ...... Delaware 100%
Williams Production Finance Company .....  ....... Delaware 100%
Williams Relocation Management, Inc. .... ..., Delaware 100%
Williams Telecommunications Systems, Inc. ..  ....... Delaware 100%
WCS,Inc. ............... Delaware 100%
WCS Microwave Services, Inc. ...... ... Nevada 100%
Williams Underground Gas Storage Company ... — ....... Delaware 100%
Williams Western Holding Company, Inc. ...  ....... Delaware 100%
Northwest Alaskan Pipeline Company ...  ....... Delaware 100%
Northwest Argentina Corporaton..... .. ..., Utah 100%
Northwest Border Pipeline Company .... ... .... Delaware 100%
Northern Border Partners, L.P. ... ... Delaware(Limited Partnership 4.375%
Northern Border Intermediate Limited P artnership . Delaware(Limited Partnership 0.175%
Northwest Land Company ......... ... ... Delaware 100%
WilMart, Inc. ................ .. Delaware 100%
WilTel Financial Corporation......... . ..... Delaware 100%
WILLIAMS NATURAL GAS COMPANY ........... . ..... Delaware 100%
WNG - Kansas Hugoton, Inc. . ......... ..., Delaware 100%
WNG - Oklahoma Hugoton, Inc.......... ... ... Delaware 100%
Williams Gathering Company . ......... ..., Delaware 100%



Jurisdiction Owned by

of Immediate
Incorporation Parent
WILLIAMS STORAGE COMPANY ............. .. ..... Delaware 100%
WILLIAMS WESTERN PIPELINE COMPANY .........  ....... Delaware 100%
Kern River Gas Transmission Company .....  ....... Texas (Partnership) 50%



EXHIBIT 23
CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference ifallewing registration statements on Form S-3 eeldted prospectuses and in the
following registration statements on Form S-8 oéMWilliams Companies, Inc. of our report dated keaby 9, 1996, with respect to the
consolidated financial statements and schedul@seiWilliams Companies, Inc. included in this AnhRaport (Form 10-K) for the year
ended December 31, 1995.

Form S-3: Registration No. 33-47061; Registratian 8B3-53662; Registration No. 33-49835

Form S-8: Registration No. 33-2442; Registration Bi&-24322; Registration No. 33-36770; Registrabion 33-44381; Registration No. 33-
40979; Registration No. 33-45550; Registration 82-43999; Registration No. 33-51539; Registratian 83-51543; Registration No. 33-
51551; Registration No. 33-51549; Registration B&51547; Registration No. 33-51545; Registratian 83-56521

ERNST & YOUNG LLP
Tulsa, Oklahoma

March 26, 199¢



EXHIBIT 24
THE WILLIAMS COMPANIES, INC.
POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS that each of the emslgned individuals, in their capacity as a divecir officer, or both, as
hereinafter set forth below their signature, of TWH_LIAMS COMPANIES, INC., a Delaware corporatiof\illiams"), does hereby
constitute and appoint J. FURMAN LEWIS, BOBBY E. P33 and DAVID M. HIGBEE their true and lawful atteys and each of them
(with full power to act without the others) theiné and lawful attorneys for them and in their name in their capacity as a director or
officer, or both, of Williams, as hereinafter setth below their signature, to sign Williams' Anh&aeport to the Securities and Exchange
Commission on Form 10-K for the fiscal year endet@&@nber 31, 1995, and any and all amendments ¢haredl instruments necessary or
incidental in connection therewith; and

THAT the undersigned Williams does hereby constianid appoint J. FURMAN LEWIS, BOBBY E. POTTS and\DD M. HIGBEE its
true and lawful attorneys and each of them (withdawer to act without the others) its true andflal attorney for it and in its name and on
its behalf to sign said Form 10-K and any and miéadments thereto and any and all instruments sagesr incidental in connection
therewith.

Each of said attorneys shall have full power ofssitiltion and resubstitution, and said attorneyargr of them or any substitute appointed by
any of them hereunder shall have full power anti@itly to do and perform in the name and on betia#fach of the undersigned, in any and
all capacities, every act whatsoever requisiteemessary to be done in the premises, as fullyl fatahts and purposes as each of the
undersigned might or could do in person, the urigees! hereby ratifying and approving the acts @ s#torneys or any of them or of any
such substitute pursuant hereto.

IN WITNESS WHEREOF, the undersigned have executedinstrument, all as of the 21st day of Janua®@6.

/sl Keith E. Bailey /sl Jack D. McCarthy
Keith E. Bailey Jack D. McCarthy

Chai rman of the Board, Seni or Vice President
Presi dent and (Principal Financial Oficer)

Chi ef Executive Oficer
(Principal Executive Oficer)

/sl Gary R Belitz

Gary R Belitz
Controller
(Principal Accounting Oficer)



Page 2

/'s/ Harold W Andersen /'s/ Ralph E. Bailey
Harol d W Andersen Ral ph E. Bail ey
Di rector Director
/s/ @enn A Cox /'s/ Thomas H. Crui kshank
G enn A Cox Thomas H. Crui kshank
Director Di rector
/'s/ Ervin S. Duggan /sl Patricia L. Higgins
Ervin S. Duggan Patricia L. Higgins
Di rector Di rector
/'s/ Robert J. LaFortune /sl Janes C. Lew s
Robert J. LaFortune James C. Lewi s
Director Di rector
/sl Jack A. MacAllister /sl Janes A McClure
Jack A. MacAllister James A. McClure
Di rector Di rector
/sl Peter C. Meinig /sl Kay A. Or
Peter C. Meinig Kay A. Or
Di rector Di rector
/sl Gordon R Parker /sl Joseph H. WIllians
Gordon R. Parker Joseph H. WIllians
Di rector Di rector

THE W LLI AMS COWPANI ES, | NC.

By /s/ J. Furman Lew s

J. Furman Lew s
ATTEST: Seni or Vice President
/'s/ David M Higbee

David M Hi gbee
Secretary



EXHIBIT 24
THE WILLIAMS COMPANIES, INC.

[, the undersigned, DAVID M. HIGBEE, Secretary diE WILLIAMS COMPANIES, INC., a Delaware company (eafter called the
"Company"), do hereby certify that at a meetinghef Board of Directors of the Company, duly convkaed held on January 21, 1996, at
which a quorum of said Board was present and athirgughout, the following resolution was duly atesh

RESOLVED that the Chairman of the Board, the Peggidr any Vice President of the Company be, actl efithem hereby is, authorized
and empowered to execute a Power of Attorney ferimgonnection with the execution and filing, &rd on behalf of the Company, under
the Securities Exchange Act of 1934, of the ComfzaAignual Report on Form 10-K for the fiscal yeaded December 31, 1995.

| further certify that the foregoing resolution hast been modified, revoked or rescinded and fslirforce and effect.

IN WITNESS WHEREOF, | have hereunto set my handaifided the seal of THE WILLIAMS COMPANIES, INCthis 19th day of Marct
1996.

/'s/ David M Higbee

David M Hi gbee
Secretary

(CORPORATE SEAL;



ARTICLE 5
MULTIPLIER: 1,00C

PERIOD TYPE 12 MO¢S
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199!
PERIOD END DEC 31 199
CASH 90, 38:
SECURITIES 0
RECEIVABLES 688,59!
ALLOWANCES (11,338
INVENTORY 189,03t
CURRENT ASSET¢ 1,343,80!
PP&E 9,478,73.
DEPRECIATION (1,463,987
TOTAL ASSETS 10,494,83
CURRENT LIABILITIES 2,049,94!
BONDS 2,874,04.
COMMON 105,33
PREFERRED MANDATORY 0
PREFERREL 173,48t
OTHER SE 2,908,27!
TOTAL LIABILITY AND EQUITY 10,494,83
SALES 0
TOTAL REVENUES 2,855,67
CGS 0
TOTAL COSTS 2,184,96:
OTHER EXPENSE! 0
LOSS PROVISION 3,761
INTEREST EXPENSE 277,92
INCOME PRETAX 401,36(
INCOME TAX 101,98t
INCOME CONTINUING 299,37
DISCONTINUED 1,018,80!
EXTRAORDINARY 0
CHANGES 0
NET INCOME 1,318,17
EPS PRIMARY 12.77
EPS DILUTED 12.4¢
End of Filing
pewerad 5y EDCAR -
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