Williams’ Redwater fractionator near Edmonton, Alberta,
is part of Williams’ growing presence in Canada.

2010 Annual Report

The Williams Companies, Inc.

Ingenuity takes energy.” _—,
- - l
Williams.
e




Financial Highlights

Dollars in millions, except per-share amounts

2010 2009 2008 2007 2006

Revenues $9,616 $8,255 $ 11,890 $10,239 $9,144
Income (loss) from continuing operations’ (916) 584 1,467 910 366
Income (loss) from discontinued operations? (6) (223) 125 170 (17)
Amounts attributable to The Williams Companies, Inc.:

Income (loss) from continuing operations (1,091) 438 1,306 829 332

Income (loss) from discontinued operations (6) (153) 112 161 (23)

Diluted earnings (loss) per common share:

Income (loss) from continuing operations (1.87) .75 2.21 1.37 155

Income (loss) from discontinued operations (0.01) (0.26) 0.19 0.26 (0.04)
Total assets at December 31 24,972 25,280 26,006 25,061 25,402
Short-term notes payable and long-term debt

due within one year at December 31 508 17 18 108 358
Long-term debt at December 31 8,600 8,259 7,683 7,580 7,410
Stockholders’ equity at December 31 7,288 8,447 8,440 6,375 6,073
Cash dividends declared per common share 0.485 44 43 .39 .345

" Loss from continuing operations for 2010 includes $648 million of pre-tax costs associated with our restructuring, as well as approximately $1.7
billion of impairment charges related to goodwill and certain properties at Exploration & Production. See Note 4 of Notes to Consolidated Financial
Statements for further discussion of asset sales, impairments, and other accruals in 2010, 2009, and 2008. Income from continuing operations
for 2006 includes a $73 million charge for a litigation contingency and a $167 million charge for a securities litigation settlement and related costs.

2 See Note 2 of Notes to Consolidated Financial Statements for the analysis of the 2010, 2009, and 2008 income (loss) from discontinued
operations. The discontinued operations results for 2007 include our former power business and our discontinued Venezuela operations. The
discontinued operations results for 2006 include our former power business, discontinued Venezuela operations, as well as amounts associated

with our former chemical fertilizer business, a former exploration business, our former Alaska refinery, and our former distributive power business.

On the Cover: The Redwater fractionator is part of Williams’ oil sands off-gas processing Table of Contents
operations in Canada. Williams pioneered the process, which extracts valuable natural

gas liquids (NGLs) from the off-gas that is produced when oil sands are converted to 1 Shareholder Letter
usable crude oil. In addition to creating valuable NGL feedstock for the petrochemical 6 Directors & Officers
industry, Williams’ operations reduce emissions of carbon dioxide and sulfur dioxide in 7 Form 10-K

Alberta by approximately 200,000 tons and 4,200 tons each year, respectively.

Forward-Looking Statements: Certain matters discussed in this report, except
historical information, include forward-looking statements. Although Williams believes
such statements are based on reasonable assumptions, no assurance can be given that
every objective will be achieved. For more detail, see page 21 of the Form 10-K in the
back of this report.




From left, President and
Chief Executive Officer
Alan Armstrong and
Chairman Frank Maclnnis

Dear fellow Williams shareholders,

It's our pleasure to write you for the first
time as chairman and CEO, respectively,
of Williams. We sincerely appreciate

the strong leadership and dedicated
service of Steve Malcolm, who retired as
chairman, president and CEO in January.

We're truly excited to be leading
Williams right now — at a time

when natural gas is poised to be a
transformative force in the U.S. energy
picture. Natural gas is a clean, abundant
and domestic energy resource that will
help reduce dependence on foreign oil
and also create jobs in communities
across the country. It’s an important
resource for not only heating, power
generation and transportation, but also
as a feedstock to the multi-billion-dollar
U.S. petrochemical industry.

Williams will play a big part in creating
the infrastructure that will be required to
bring these crucial supplies to markets.
We have premier assets in growing
new resource plays backed up by

a tremendously knowledgeable and
experienced workforce. There’s more
on those growth opportunities below.

Looking at recent developments at
Williams, we began this year much in
the same way we began 2010 — by
announcing a major change to the
company’s structure intended to
increase the value of our businesses.

On Feb. 16, we announced a plan

to pursue separation of our exploration
and production business, creating
two publicly owned companies

with better defined business and
investment profiles. One company,
still known as Williams, will focus
primarily on large-scale infrastructure
in the midstream, gas pipeline and
olefins businesses. The new company
will be a diversified, independent
exploration and production company.
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SHAREHOLDER LETTER

“During 2010, we
accomplished several
strategic expansions
while initiating others. In
fact, we invested nearly
$4.4 billion in capital
last year, including
more than $2 billion

in acquisitions.”

Under the first step of this plan, an initial
public offering of up to 20 percent of
the new exploration and production
company will be conducted later this
year. At that point, Williams would
continue to own at least 80 percent of
the new company. Then, in 2012, we
plan to fully separate the companies
through a tax-free spinoff to Williams
shareholders of the remaining interest.

This decision by Williams’ board and
executive management team follows a
long run of success under the integrated
natural gas model. However, market
expectations have changed, as has

the industry itself. Many of you have
expressed a strong preference to see
the company spin off Exploration &
Production so that it may be evaluated
by the market in a manner comparable
to its pure-play peers. Once the spinoff
is complete, we believe both the growth
potential and overall shareholder
valuation of our assets will be enhanced.

As part of this announcement, we also
revealed plans to increase our quarterly
dividend by 60 percent beginning with
the first quarter of 2011, payable in

June, with an additional 10 to 15 percent
increase planned for June 2012. With
this decision, along with our strong
growth outlook, we intend to make
Williams an even more attractive source
of long-term returns for our shareholders.

Shareholder value and enhanced growth
prospects also drove the restructuring
announcement that began 2010. Under
that restructuring, we dropped most

of our gas pipeline and midstream
assets down to Williams Partners, the

master limited partnership in which we
hold the general partner and majority
limited-partner interest. The $12 billion
transaction, which was largely completed
in the first quarter of last year, left
Williams owning a significantly increased
portion of Williams Partners. And in

a separate transaction in November,
Williams completed a dropdown of the
Piceance Basin gathering and treating
assets to Williams Partners.

During 2010, we accomplished several
strategic expansions while initiating
others. In fact, we invested nearly
$4.4 pillion in capital last year, including
more than $2 billion in acquisitions.
The biggest of these, our $925 million
acquisition in North Dakota’s Bakken
Shale oil play, serves to diversify our
exploration and production business,
both in terms of geography and
commodity segment.

We are rapidly building a large-scale
presence in the Marcellus Shale, where
we've invested more than $1 billion
since 2009. In 2010, we bolstered

this position with Williams Partners’
$150 million acquisition of gathering
assets in Susquehanna County, Pa. In
addition, our exploration and production
business has established a position

of approximately 100,000 acres in
Pennsylvania. We also continue to invest
in our growing olefins and Canadian
midstream business, as we're in the
process of building a 261-mile NGL/
olefins pipeline from our Fort McMurray
facility to our fractionator near Edmonton
in Alberta, Canada. We expect all of
these investments to contribute to the

earnings growth we’ve projected in our

2 The Wiliams Companies, Inc.
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guidance over the next two years,
which includes another $4 billion in
capital expenditures.

Looking ahead, several factors point to
an unmistakable need for new natural
gas infrastructure. The domestic shale
plays are rich sources of natural gas and
they’re developing rapidly. These new
supplies require gathering, processing
and transportation capacity in areas
where infrastructure is inadequate. In
addition, demand for natural gas liquids
is rising in the petrochemical industry,
which is looking for reliable supplies of
low-cost feedstock.

Geopolitical, economic and
environmental realities also make a
strong case for natural gas. As the
United States reckons with a rapidly
changing political landscape in the
Middle East, it's becoming ever more
apparent that stable, long-term supplies
of domestic energy are critical to national
security. But it’s not just about security.
Even assuming that prices rebound over
the next few years, natural gas still will
be a far more cost-effective and reliable
fuel source than most other viable
alternatives. Just as important are the
significant environmental advantages of
natural gas, which is the cleanest burning
fossil fuel.

In order for us to fully realize the

potential of this great resource, one

thing that is needed is clear, consistent
regulations across the board. In many
areas, development can be hampered
because of unclear or even contradictory
regulations at the state and/or local levels.
We believe that a clear and consistent

set of regulations would create the best

environment to realize the potential of our
vast natural gas resources.

In pursuing the enormous opportunities
presented by the growing demand for
energy infrastructure, we acknowledge
and accept our obligation to do so
responsibly. Being a good steward to the
environment and a good neighbor to our
communities is a responsibility we take to
heart. We don’t do these things because
that’s what is expected of us. We do them
because they’re the right thing to do.
That’s why we work every day to forge
meaningful partnerships with landowners,
community leaders, regulators and non-
governmental agencies in the areas where
we operate. And when we do sit down
with our stakeholders, we do so, first and
foremost, to engage in mutually beneficial
relationships that create trust over the
long term.

It's an exciting time for our company as
we embark on another transformative
milestone in our 103-year history.

We hope you share our excitement.
Thank you for your continued support
and confidence.

FA A

Frank T. MaclInnis
Chairman

J

Alan S. Armstrong
President and Chief Executive Officer

March 31, 2011

SHAREHOLDER LETTER

“Being a good steward
to the environment and
a good neighbor to
our communities is a
responsibility we take
to heart. We don’t do
these things because
that’s what is expected
of us. We do them
because they’re the
right thing to do.”
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SUMMARY OF BUSINESS UNIT PERFORMANCE

Williams Partners

Overview

e Segment includes consolidated results of Williams Partners L.P. (NYSE: WPZ), which
is 75 percent owned by Williams as of Dec. 31, 2010, including 2 percent general
partner interest

e Gathers, treats and processes natural gas

e Transports deepwater natural gas and oil production

e Produces, fractionates, stores and transports natural gas liquids

e Owns and operates approximately 13,900 miles of interstate gas transmission
pipelines with 2.8 Tcf of total annual throughput and 13 million dekatherms of peak-
day delivery capacity

e Delivers 12 percent of natural gas consumed in the United States

2010 Highlights
e Gas Pipeline business

— Completed the Sundance Trail expansion on our Northwest Pipeline system,
adding 150,000 dekatherms per day of capacity

— Received Federal Energy Regulatory Commission approval to expand service on
the Transco system in the Southeast

— Set a peak-day throughput record on Transco, which transported 9.52 million
dekatherms on Jan. 3, enough to heat 40 million homes

e Midstream business

- Added to the growing footprint in the Marcellus Shale with $150 million acquisition
of gathering assets in Susquehanna County, Pa.

— Continued construction on the 33-mile Springville natural gas gathering pipeline,
connecting our northeastern Pennsylvania gathering assets to our Transco
interstate pipeline

— Developed plans to expand gathering systems in northeastern and southwestern
Pennsylvania

4 The Wiliams Companies, Inc. 2010 Annual Report




SUMMARY OF BUSINESS UNIT PERFORMANCE

— Expanded the Echo Springs processing plant in Wyoming by adding a fourth
cryogenic processing train, boosting capacity by 350 MMcf/d and 30,000 barrels
per day of natural gas liquid production

— Made a significant investment in critical NGL transportation out of the Rockies
by increasing ownership of Overland Pass Pipeline Company to 50 percent

Exploration and Production

Overview

e Produces, develops, and markets oil and gas reserves primarily in the Rockies,
Midcontinent and Northeast

e Specializes in natural gas and oil production from tight-sands and shale formations
and coal bed methane reserves in the Marcellus Shale, Piceance Basin, Bakken
Shale, Powder River, San Juan Basin and Barnett Shale

e Holds 69 percent equity interest in Apco Oil and Gas International Inc.

2010 Highlights

e Completed multiple acquisitions in the Marcellus Shale, increasing the company’s
position to approximately 100,000 net acres

¢ Also completed $925 million acquisition of more than 85,000 lease acres in the
Bakken Shale of North Dakota, representing an estimated 185 million barrels of oil

e Total proved reserves at 4.5 trillion cubic feet equivalent (Tcfe)

e Replaced 107% of total net proved reserves

Other

Overview
e Ethylene production from ethane cracker
e Propylene production from refinery-grade propylene splitter

e Extraction, fractionation and transportation of NGLs and olefins from the off-gas
of oil sand bitumen upgrading process

e Concentrated in the Gulf of Mexico and Canada

2010 Highlights

e Higher NGL and olefin margins drove improved results

e Placed into service a new butylene/butane splitter and hydro-treating facility in
Alberta, Canada

e Began constructing a 12-inch pipeline in Alberta, Canada, to transport recovered
NGLs and olefins from our extraction plant in Fort McMurray to our Redwater
fractionation facility

2010 Annual Report The Williams Companies, Inc. 5
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DEFINITIONS
We use the following oil and gas measurementsigréport:
Barrel — means one barrel of petroleum products thatlegitaU.S. gallons.

Bcfe — means one billion cubic feet of gas equivalextedmined using the ratio of one barrel of oil or
condensate to six thousand cubic feet of natural ga

Bcf/d — means one billion cubic feet per day.

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

BBtud — means one billion BTUs per day.
Dekatherms or Dth or Dt— means a unit of energy equal to one million BTUs
Mbbls/d — means one thousand barrels per day.

Mcfe — means one thousand cubic feet of gas equivakng) the ratio of one barrel of oil or condensate
to six thousand cubic feet of natural gas.

Mdt/d — means one thousand dekatherms per day.
MMboe — means one million barrels of oil equivalent.
MMBtu — means one million Btus.

MMBtu/d — means one million Btus per day.

MMcf — means one million cubic feet.

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

MMcfe — means one million cubic feet of gas equivalesibg the ratio of one barrel of oil or condensate
to six thousand cubic feet of natural gas.

MMdt — means one million dekatherms or approximately witlion BTUs.
MMdt/d — means one million dekatherms per day.
TBtu — means one trillion BTUs.
Other definitions:
FERC — means Federal Energy Regulatory Commission.

Fractionation — means the process by which a mixed stream ofaagas liquids is separated into its
constituent products, such as ethane, propanewadéd

LNG — means liquefied natural gas; natural gas whahbeen liquefied at cryogenic temperatures.

NGL — means natural gas liquids; natural gas liquédsiit from natural gas processing and crude oil
refining and are used as petrochemical feedstdaeatjing fuels and gasoline additives, among other
applications.

NGL margins— means NGL revenues less Btu replacement castt filel, transportation and
fractionation.

Throughput— means the volume of product transported or pgdsirough a pipeline, plant, terminal or
other facility.
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PART I

Item 1. Business

In this report, Williams (which includes The Wiliress Companies, Inc. and, unless the context otherwis
requires, all of our subsidiaries) is at times mefé to in the first person as “we,” “us” or “ouiVe also sometimes
refer to Williams as the “Company.”

WEBSITE ACCESS TO REPORTS AND OTHER INFORMATION

We file our annual report on Form 10-K, quartedpaorts on Form 10-Q, current reports on Form 8+Kxyp
statements and other documents electronically t#tSecurities and Exchange Commission (SEC) uhéer
Securities Exchange Act of 1934, as amended (ExgghAct). You may read and copy any materials trafile
with the SEC at the SEC’s Public Reference Roofr0atF Street, N.E., Washington, DC 20549. You mataio
information on the operation of the Public RefeeRoom by calling the SEC at 1-800-SEC-0330. Yoy also
obtain such reports from the SEC’s Internet welsitetp://www.sec.gov.

Our Internet website isttp://www.williams.comWe make available free of charge through the Iroresb of
our Internet website our annual report on Form 1@ukarterly reports on Form 10-Q, current reports o
Form 8-K and amendments to those reports filediori$hed pursuant to Section 13(a) or 15(d) offkehange Act
as soon as reasonably practicable after we elécaibnfile such material with, or furnish it tche SEC. Our
Corporate Governance Guidelines, Code of EthicSérior Officers, Board committee charters andMiliams
Code of Business Conduct are also available ohntemet website. We will also provide, free of de a copy of
any of our corporate documents listed above upattenrrequest to our Corporate Secretary, One &l Center,
Suite 4700, Tulsa, Oklahoma 74172.

GENERAL

We are primarily an integrated natural gas compaiginally incorporated under the laws of the state
Nevada in 1949 and reincorporated under the lavilseo$tate of Delaware in 1987. We were foundet®id8 wher
two Williams brothers began a construction comparfyort Smith, Arkansas. Today, we primarily finptpduce,
gather, process and transport natural gas. Ouatpes are concentrated in the Pacific Northwestky
Mountains, Gulf Coast, Eastern Seaboard, and tnmre of Alberta in Canada.

Our principal executive offices are located at @iliams Center, Tulsa, Oklahoma 74172. Our telepho
number is 918-573-2000.

CHANGE IN STRUCTURE AND DIVIDEND INCREASE

On February 16, 2011, we announced that our BdalBdrectors approved pursuing a plan to separae th
company into two standalone, publicly traded coagions. The plan calls for the separation of oydl@ation and
production business into a publicly traded compaayan initial public offering of up to 20 percesftour interest in
the third quarter of 2011. We intend to completedffering so that it preserves our ability to cdetg a tax-free
spinoff of our remaining ownership in the explooatiand production business to Williams’ sharehader2012,
after which Williams would continue as a premietunal gas infrastructure company. We retain therdtion to
determine whether and when to execute the spinoff.

Additionally, we intend to increase the quarteriyidiend paid to our shareholders, with an initiadrease of
60 percent (to $0.20 per share), for the first tprasf 2011 payable in June 2011.

Management believes these actions will serve tarecdthe growth potential and overall valuatioowf
assets.
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FINANCIAL INFORMATION ABOUT SEGMENTS

See “Item 8 — Financial Statements and Supplementarg BalNotes to Consolidated Financial Statements —
Note 18" for information with respect to each segment'gereues, profits or losses and total assets.

BUSINESS SEGMENTS

Substantially all our operations are conducteduyhoour subsidiaries. To achieve organizational@etating
efficiencies, our activities in 2010 were primarilgerated through the following business segments:

« Williams Partners— comprised of our master limited partnership Vditis Partners L.P. (WPZ), which
includes gas pipeline and domestic midstream bese@®e The gas pipeline business includes interstate
natural gas pipelines and pipeline joint venturesiments, and the midstream business providesahatu
gas gathering, treating and processing services; pf@duction, fractionation, storage, marketing and
transportation; deepwater production handling ande oil transportation services and is comprided o
several wholly owned and partially owned subsi@isiand joint venture investmer

« Exploration & Productior— produces, develops, and manages natural gasilgprihtarily located in the
Rocky Mountain, Northeast and Mid-Continent regiohthe United States and is comprised of several
wholly owned and partially owned subsidiaries imihg Williams Production Company, LLC and
Williams Production RMT Company, LLC. This segmaf#o includes our 69 percent equity interest in
Apco Oil and Gas International Inc., as well as gasketing services which manage our natural gas
commodity risk through purchases, sales and otated transactions, under our wholly owned subsydi
Williams Gas Marketing, Inc

« Other— includes other business activities that are petrating segments, primarily our Canadian
midstream and domestic olefins operations and % [2&rcent interest in Gulfstream Natural Gas System
L.L.C. (Gulfstream), as well as corporate opereagi

This report is organized to reflect this structure.

Due to expected future growth in our Canadian médsh and domestic olefins operations, we are cerisigl
reporting these businesses as a separate segmgyemtibg in the first quarter of 2011.

Detailed discussion of each of our business segnielbws.

Williams Partners
Gas Pipeline Business

Williams Partners owns and operates a combinetlabpproximately 13,900 miles of pipelines withosal
annual throughput of approximately 2,800 TBtu dlunal gas and peak-day delivery capacity of appnately
13 MMdt of natural gas. Our gas pipeline businessesist primarily of Transcontinental Gas Piped_{tompany,
LLC (Transco) and Northwest Pipeline GP (Northwrigieline). Our gas pipeline business also holdsé@sts in
joint venture interstate and intrastate naturalgipsline systems including a 24.5 percent intere&ulfstream. Thi
gas pipeline businesses contributed revenues obzippately 28 percent, 35 percent and 28 percelitiifams
Partners’ revenues in 2010, 2009, and 2008, raspéctDuring third quarter 2010, Williams Partnér®.
completed a merger with Williams Pipeline Partie/. (WMZ). All of WMZ’s common and subordinateditm
have been extinguished and WMZ is wholly owned hili&vhs Partners. WMZ has been delisted and isomgér
publicly traded.

Transco

Transco is an interstate natural gas transportatiompany that owns and operates a 10,000-mile alajas
pipeline system extending from Texas, Louisianagdisisippi and the offshore Gulf of Mexico througlaldama,
Georgia, South Carolina, North Carolina, Virgifidaryland, Pennsylvania and New Jersey to the Nevk Gity
metropolitan area. The system serves customersxasiand 11 southeast and Atlantic seaboard statks]ing
major metropolitan areas in Georgia, North Carglivashington, D.C., New York, New Jersey and Pelrasya.
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Pipeline system and customers

At December 31, 2010, Transco’s system had a maimlelivery capacity of approximately 4.9 MMdt of
natural gas per day from its production areasstpiitmary markets. Using its Leidy Line along witlarket-area
storage and transportation capacity, Transco civedan additional 3.9 MMdt of natural gas per daya system-
wide delivery capacity total of approximately 8.84dt of natural gas per day. Transco’s system inesud
45 compressor stations, four underground storad@stiand an LNG storage facility. Compressionlitzs at sea
level-rated capacity total approximately 1.5 mitliborsepower.

Transco’s major natural gas transportation custeragr public utilities and municipalities that pid®/service
to residential, commercial, industrial and eleci@meration end users. Shippers on Transco’s systguade public
utilities, municipalities, intrastate pipelinesreatit industrial users, electrical generators, gaskaters and produce
Transco’s firm transportation agreements are gdgpdomg-term agreements with various expirationedgaand
account for the major portion of Transco’s businéskitionally, Transco offers storage services antédrruptible
transportation services under short-term agreements

Transco has natural gas storage capacity in fodengnound storage fields located on or near itelip syster
or market areas and operates two of these stoiglge.fTransco also has storage capacity in an kid@ge facility
that it owns and operates. The total usable gasgstacapacity available to Transco and its custsiimesuch
underground storage fields and LNG storage fadlitg through storage service contracts is apprdgimna
200 billion cubic feet of gas. At December 31, 20d0r customers had stored in our facilities apjnaely 154 Bc
of natural gas. In addition, wholly owned subsigiarof Transco operate and hold a 35 percent oWwipeirsterest in
Pine Needle LNG Company, LLC, a LNG storage facilith 4 billion cubic feet of storage capacityoftge
capacity permits Transco’s customers to injectigisstorage during the summer and off-peak perfoddelivery
during peak winter demand periods.

Transco expansion projects

The pipeline projects listed below were completedrdy 2010 or are future significant pipeline paigefor
which Transco has customer commitments.

Mobile Bay Soutl

The Mobile Bay South Expansion Project involveddldeition of compression at Transco’s Station 85 in
Choctaw County, Alabama, to allow Transco to previidm transportation service southbound on the i\ob
Bay line from Station 85 to various delivery points May 2009, Transco received approval from tbdéd¥al
Energy Regulatory Commission (FERC). The capitat o the project was $32 million. The project vpdecec
into service in May 2010 and increased capacit@®y Mdt/d.

Mobile Bay South |

The Mobile Bay South Il Expansion Project involtiee addition of compression at Transc8tation 85 il
Choctaw County, Alabama, and modifications to é@xisfacilities at Transco’s Station 83 in Mobile @y,
Alabama, to allow Transco to provide additionatfitransportation service southbound on the Mobdg e
from Station 85 to various delivery points. In JAy10 Transco received approval from the FERC. Ceatal
cost of the project is estimated to be approxinge885 million, and it will increase capacity by 38Rit/d.
Transco plans to place the project into servicday 2011.

85 North

The 85 North Expansion Project involves an expansiolransco’s existing natural gas transmission
system from Station 85 in Choctaw County, Alabatoajarious delivery points as far north as Northidlaa.
In September 2009, Transco received approval flrenFERC. The capital cost of the project is estmabd be
approximately $236 million, and it will increasepeaity by 309 Mdt/d. The first phase for 90 Mdiihs
placed into service in July 2010, and the secorad@lis expected to be placed into service in Myl 20
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Mid-South

The Mid-South Expansion Project involves an expamsif Transca mainline from Station 85 in Choct
County, Alabama, to markets as far downstream athNZarolina. In October 2010 Transco filed an aaion
with the FERC. The capital cost of the projectdsreated to be approximately $219 million. Tranptans to
place the project into service in phases in Sepger2b12 and June 2013, and it will increase capagit?25
Mdt/d.

Mid-Atlantic Connector Project

The Mid-Atlantic Connector Project involves an emgian of Transco’s mainline from an existing
interconnection in North Carolina to markets asifiawnstream as Maryland. In November 2010 Tran$eo f
an application with the FERC. The capital costhef project is estimated to be approximately $5%ionil
Transco plans to place the project into serviddarember 2012, and it will increase capacity by Mt/d.

Rockaway Delivery Lateral Proje

The Rockaway Delivery Lateral Project involves tloastruction of a three-mile offshore lateral to a
distribution system in New York. Transco anticigatiéing an application with the FERC in the fougharter
of 2011. The capital cost of the project is estedab be approximately $159 million. Transco plamplace thi
project into service as early as November 2013 isnchpacity will be 647 Mdt/d.

Northeast Supply Link Proje

The Northeast Supply Link Project involves an exgiam of Transco’s existing natural gas transmission
system from the Marcellus Shale production regionthe Leidy Line to various delivery points in N&erk
and New Jersey. Transco anticipates filing an appitin with the FERC in the fourth quarter of 20The
capital cost of the project is estimated to be apipnately $341 million. Transco plans to place pieject into
service in November 2013, and it will increase citpeby 250 Mdt/d.

Northwest Pipeline

Northwest Pipeline is an interstate natural gasspartation company that owns and operates a hatasa
pipeline system extending from the San Juan basimoithwestern New Mexico and southwestern Colothdmigh
Colorado, Utah, Wyoming, Idaho, Oregon and Waslingd a point on the Canadian border near Sumas,
Washington. Northwest Pipeline provides servicesrfarkets in California, Arizona, New Mexico, Caddio, Utah,
Nevada, Wyoming, Idaho, Oregon and Washington threc indirectly through interconnections with ett
pipelines.

Pipeline system and customers

At December 31, 2010, Northwest Pipeline’s systeavjng longterm firm transportation agreements incluc
peaking service of approximately 3.8 Bcf of natgas per day, was composed of approximately 3,9@ rof
mainline and lateral transmission pipelines andrdtdsmission compressor stations having a comtsaadevel-
rated capacity of approximately 477,000 horsepower.

Northwest Pipeline transports and stores natuafgaa broad mix of customers, including localunak gas
distribution companies, municipal utilities, diréctiustrial users, electric power generators aridrabgas markete
and producers. Northwest Pipeline’s firm transpataand storage contracts are generally long-tsniracts with
various expiration dates and account for the m@gotion of Northwest Pipeline’s business. AdditibpaNorthwest
Pipeline offers interruptible and short-term firrartsportation service.

Northwest Pipeline owns a one-third interest intaekson Prairie underground storage facility irsWifagton
and contracts with a third party for storage serwicthe Clay basin underground field in Utah. Ramest Pipeline
also owns and operates an LNG storage facility askihgton. These storage facilities have an agtgegarking
gas storage capacity of 13.2 Bcf of natural gaschvis substantially utilized for third-party nasliigas, and firm
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delivery capability of approximately 700 MMcf/d drla Northwest Pipeline to provide storage serviocets
customers and to balance daily receipts and déedwer

Northwest Pipeline expansion project

Sundance Trail

In November 2009, we received approval from the EE®Rconstruct approximately 16 miles of
30-inch pipeline between our existing compressati@is in Wyoming as well as an upgrade to an iexjst
Vernal, Utah compressor station. The total estichatest of the project is approximately $50 millidde place:
the project in service in November 2010 with anéase in capacity of 150 Mdt/d.

Gulfstream

Gulfstream is a natural gas pipeline system extgnftom the Mobile Bay area in Alabama to markats i
Florida. Williams Partners owns, through a subsidia 24.5 percent interest in Gulfstream whileoman a
25.5 percent interest through a subsidiary. Spé&aieagy Corporation, through its subsidiary, andc@m Energy
Partners, LP, own the additional 50 percent intek&dliams Partners shares operating respond#slifor
Gulfstream with Spectra Energy Corporation.

Gulfstream expansion projects

The Gulfstream Phase V expansion involves the imthditf compression to provide 35 Mdt/d of firm cajba
by April 2011. The estimated capital cost of thipansion is approximately $44 million with WillianRartners’
share being 24.5 percent of such cost.

Midstream Busines:

Williams Partners’ midstream business, one of t#on’s largest natural gas gatherers and procgsisas
primary service areas concentrated in major praubasins in Colorado, New Mexico, Wyoming, the f(dl
Mexico and Pennsylvania. The primary businessesatdral gas gathering, treating, and processing; NGL
fractionation, storage and transportation; andrailsportation — fall within the middle of the pess of taking raw
natural gas and crude oil from the producing fietdthe consumer.

Key variables for this business will continue to be

» Retaining and attracting customers by continuingrtivide reliable service

* Revenue growth associated with additional infradtne either completed or currently under consiong
« Disciplined growth in core service areas and neg-out areas

 Prices impacting commod-based processing activitie

The midstream business revenue contributed appedglgn72 percent, 66 percent and 72 percent ofidfils
Partners’ revenues in 2010, 2009 and 2008, resdgti

One of our midstream customers, ONEOK HydrocarbBndccounted for 10 percent of our consolidated
revenues in 2010. These revenues were generatedr INGL marketing business. There were no custofioers
which our sales exceeded 10 percent of our coraelidrevenues in 2009 and 2008.

Gathering, processing and treating

Williams Partners’ gathering systems receive nageaa from producers’ oil and natural gas wells gather
these volumes to gas processing, treating or retglfacilities. Typically, natural gas, in its rdarm, is not
acceptable for transportation in major interstattiral gas pipelines or for commercial use as k lneddition,
natural gas contains various amounts of NGLs, whaterally have a higher value when separated fnenmatural
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gas stream. Processing and treating plants remater wapor, carbon dioxide and other contaminamtisextract
the NGLs. NGL products include:

» Ethane, primarily used in the petrochemical induas a feedstock for ethylene production, one efsi
building blocks for plastics

* Propane, used for heating, fuel and as a getrical feedstock in the production of ethyleng an
propylene, another building block for petrochemisased products such as carpets, packing mataridls
molded plastic part:

« Normal butane, is-butane and natural gasoline, primarily used byrdffi@ing industry as blending stocks
for motor gasoline or as a petrochemical feedst

Although a significant portion of Williams Partnegas processing services are performed for a vettm
based fee, a portion of our gas processing agresraemcommaodity-based and include two distincesypf
commodity exposure. The first type includes “kedmlg” processing agreements whereby we own thésrighthe
value from NGLs recovered at our plants and we ltagebligation to replace the lost heating valuh watural
gas. Under these agreements, we are exposed spréeed between NGL prices and natural gas pridess&cond
type consists of “percent-of-liquids” agreementsveby we receive a portion of the extracted liquiith no direct
exposure to the price of natural gas. Under thgeeeanents, we are only exposed to NGL price movésnditLs
we retain in connection with both of these typeprofcessing agreements are referred to as ouryequit
NGL production. Our gathering and processing agergsmhave terms ranging frcmonth-to-month to the life of
the producing lease. Generally, our gathering andgssing agreements are long-term agreements.

Williams Partnersgas gathering and processing customers are ggneadllral gas producers who have pra
and/orproducing natural gas fields in the areas surragis infrastructure. During 2010, these operatigathere:
and processed gas for approximately 215 gas gatharid processing customers. Williams Partriierst gathering
and processing customers, one of which is anatiliaccounted for approximately 50 percent ofgatihering and
processing revenue.

In addition to natural gas assets, Williams Pagmsvns and operates four deepwater crude oil pipgland
owns two production platforms serving the deepwisi¢he Gulf of Mexico. The crude oil transportatticevenues
are typically volumetric-based fee arrangementsvéi@r, a portion of its marketing revenues aregated from
purchase and sale arrangements whereby the oliiE@ms Partners transports is purchased and a®k function
of the same index-based price. Williams Partneffshore floating production platforms provide aatized service
to deepwater producers such as compression, sepa@ioduction handling, water removal and pipeliandings.
Revenue sources have historically included a coatiain of fixed-fee, volumetribased fee and cost reimbursen
arrangements. Fixed fees associated with the mgsmleduction at our Devils Tower facility are rgoized on a
units-of-production basis.

Geographically, the midstream natural gas assetpasitioned to maximize commercial and operational
synergies with our other assets. For example, ofdsie offshore gathering and processing assetshaind process
or condition natural gas supplies delivered toTthensco pipeline. Also, the gathering and proceskinilities in the
San Juan and Piceance basins handle approxim&t@gréent of our Exploration & Production segmentisiity
production in these basins. The San Juan basithwest Wyoming and Willow Creek systems deliveides gas
volumes into Northwest Pipeline’s interstate systemddition to third-party interstate systems.

Onshore region gathering, processing and treating

Williams Partners owns and/or operates gas gatpepiocessing and treating assets within the stdtes
Wyoming, Colorado, New Mexico and Pennsylvania.

In the Rocky Mountain area, the assets include:

« Approximately 3,500 miles of gathering pipelinwith a capacity of nearly 1 Bcf/d and over 4,88¢kipt
points serving the Wamsutter and southwest Wyoranegs in Wyoming
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¢ Opal and Echo Springs processing plants withrabined daily inlet capacity of over 2.2 Bcf/ddadGL
processing capacity of nearly 125 Mbbls/d, inclgdine addition of a fourth cryogenic processingntet
the Echo Springs plant which began processingaridhrth quarter of 201t

In the Four Corners area, the assets include:

< Approximately 3,800 miles of gathering pipelnwith a capacity of nearly 2 Bcf/d and approxihat
6,500 receipt points serving the San Juan badieim Mexico and Colorad¢

« Ignacio, Kutz and Lybrook processing plantthvei combined daily inlet capacity of 765 MMc#dd NGL
processing capacity of approximately 40 Mbbls/de T¢gmacio plant also has the capacity to produce
slightly more than 1 Mbbls/d of liqguefied naturasy(LNG);

* Milagro and Esperanza natural gas treatingtplavhich remove carbon dioxide but do not extN(GLs,
with a combined daily inlet capacity of 750 MMcf/it our Milagro facility, we also use gas-driven
turbines to produce approximately 60 mega-wattdpgrof electricity which we primarily sell intogh
local electrical grid

In the Piceance basin in Colorado, the assetsdeclu

« The Willow Creek processing plant, a 450 MMoaffyogenic natural gas processing plant in western
Colorado’s Piceance basin, designed to recover B0ldvtd of NGLs. The plant is currently operatingtat
designed inlet capacity. In the current procesaimgngement with our Exploration & Production segtme
Williams Partners receives a volume-based processing fee and a percent of the NGLactatt.

* Approximately 150 miles of gathering pipelimed the Parachute Plant Complex along with thrikerot
treating facilities with a combined processing @fyaof 1.2 Bcf/d, acquired in the fourth quartér2810
from Exploration & Productior

e Parachute Lateral, a 38-mile, 30-inch diamitertransporting gas from the Parachute areheo t
Greasewood hub and White River hub in northwesbf@adlo. The Willow Creek plant processes gas
flowing through the Parachute Later

* PGX pipeline delivering NGLs from our Expldmat & Production segment’s existing Parachute area
processing plants to a major NGL transportatiorelig system

In the Appalachian basin in Pennsylvania, the asaetude:

* Approximately 75 miles of gathering pipelireasd two compressor stations in Susquehanna County,
Pennsylvania in the Marcellus Shale, acquired énftturth quarter of 2010. Williams Partners hagadri
a new long-term dedicated gathering agreementtivélseller for its production in the northeast
Pennsylvania area of the Marcellus Shale. The aadsiystem will connect into the Transco pipelinaw
our 33-mile, 24-inch diameter Springville gatherpigeline. Construction on the Springville pipelise
expected to begin in the first quarter of 2011 badompleted during 201

Gulf region gathering, processing and treating

Williams Partners’ owns and/or operates gas gatheand processing assets and crude oil pipelinesply
within the onshore and offshore shelf and deepvwatesas in and around the Gulf Coast states of Téxassiana,
Mississippi, and Alabama. This includes:

« Nearly 800 miles of onshore and offshore naturalggthering pipelines with a combined capacit
approximately 3.7 Bcf/d, including

« The 115-mile deepwater Seahawk gas pipeliriearwestern Gulf of Mexico, flowing into the Madn
processing plant and serving the Boomvang and Mdiieslel areas
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» The 105-mile deepwater Perdido Norte gas mipeh the western Gulf of Mexico, which began
transporting gas in the third quarter of 2010 frathird-party producers’ floating production fatilin
to the Seahawk gathering system, which flows inithi&khs Partner Markham processing plar

» The 139-mile Canyon Chief gas pipeline, inahgdthe Blind Faith extension in the eastern Giilf o
Mexico, flowing into the Mobile Bay processing plaamd serving the Devils Tower, Triton, Goldfinger,
Bass Lite and Blind Faith field

* Mobile Bay and Markham processing plants wittombined daily inlet capacity of 1.2 Bcf/d andING
handling capacity of 75 Mbbls/d, including the 2@&pansion of the Markham plant to accommodate
production volumes from the Perdido Norte gas e

« Canyon Station production platform, which lggmatural gas to specifications allowable by major
interstate pipelines but does not extract NGLshwitdaily inlet capacity (500 MMcf/d;

» Four deepwater crude oil pipelines with a combileedith of nearly 400 miles and capacity of 475 Nl
including:

* BANJO pipeline running parallel to the Seahayals pipeline delivering production from two produc
owned spar-type floating production systems; ariveléng production to the shallow-water platformn a
Galveston Area Block A244 (GA-A244) and then onghihirough the Hoover Offshore Oil Pipeline
System (HOOPS

« Perdido Norte pipeline running parallel to fherdido Norte gas pipeline which began transpgihin
the third quarter of 2010 from a third-party proeg floating production facility and then onshore
through HOOPS

* Alpine pipeline in the central Gulf of Mexicserving the Gunnison field, and delivering produtto
GA-A244 and then onshore through HOOPS under a jaiiff agreement

* Mountaineer pipeline, including the Blind Faéxtension, which connects to similar productioarses
as our Canyon Chief pipeline, ultimately deliverpmpduction to a terminal in Plaquemines Parish,
Louisiana;

« Devils Tower production platform located ingdissippi Canyon Block 773, approximately 150 miles
southsouthwest of Mobile, Alabama and serving productiom the Devils Tower, Triton, Goldfinger a
Bass Lite fields. Located in 5,610 feet of wattis ione of the world deepest dry tree spars. The platfc
which is operated by another party, is capableaofdting 210 MMcf/d of natural gas and 60 Mbbls/d of
oil.

NGL marketing services

In addition to Williams Partners’ gathering and g@ssing operations, we market NGL products to & watge
of users in the energy and petrochemical industfiee NGL marketing business transports and masaigy
NGLs from the production at its processing plaats] also markets NGLs on behalf of tl-party NGL producers,
including some of its fee-based processing custsnagd the NGL volumes owned by Discovery ProdSegvices
LLC (Discovery). The NGL marketing business beasrisk of price changes in these NGL volumes wthiéy are
being transported to final sales delivery pointsoider to meet sales contract obligations, WilkaPartners may
purchase products in the spot market for resale.majority of sales are based on supply contrdate® year or
less in duration.

Other Partially Owned Operations

Fractionation and Storage

Williams Partners owns interests in anddperates NGL fractionation and storage assets.eTagsets include
50 percent interest in an NGL fractionation fagiliear Conway, Kansas with capacity of slightly entiran
100 Mbbls/d and a 31.45 percent interest in andthetionation facility in Baton Rouge, Louisiandthva capacity
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of 60 Mbbls/d. Williams Partners also fully ownspamximately 20 million barrels of NGL storage caipamn
central Kansas near Conway.

Overland Pass Pipeline

In September 2010, Williams Partners completedh#®4 million acquisition of an additional 49 perten
ownership interest in Overland Pass Pipeline (OPRhjch increased our ownership interest to 50 grarcAs long
as we retain a 50 percent ownership interest inLQRE have the right to become operator. We havied our
partner of our intent to operate and are curramtyking on an early 2011 transition. OPPL includes
760-mile NGL pipeline from Opal, Wyoming, to the ddContinent NGL market center in Conway, Kansasnal
with 150- and 125-mile extensions into the Piceartd Denver-Joules basins in Colorado, respectiVélifiams
Partners’ equity NGL volumes from our two Wyomirlgms and our Willow Creek facility in Colorado are
dedicated for transport on OPPL under a long-tdnippsng agreement.

Discovery

Williams Partners owns a 60 percent equity intereaind operates the facilities of Discovery. Digeny’s
assets include a 600 MMcf/d cryogenic natural gasgssing plant near Larose, Louisiana, a 32 ML
fractionator plant near Paradis, Louisiana andftghore natural gas gathering and transportatictesy in the Gulf
of Mexico.

Laurel Mountain

Williams Partners owns a 51 percent interest iira venture, Laurel Mountain Midstream LLC (Laurel
Mountain), in the Marcellus Shale located in wasteennsylvania. Laurel Mountain’s assets, whicloperate,
include a gathering system of approximately 1,0@@sof pipeline with a fourth quarter 2010 averdg®ughput c
approximately 125 MMcf/d. Laurel Mountain has adeterm, dedicated, volumetric-based fee agreemsettt,
some exposure to natural gas prices, to gathgrtithuction of its joint venture partner’s productio the northeast
Pennsylvania area of the Marcellus Shale. Construttegan in 2010 on numerous new pipeline segnaemis
compressor stations, the largest of which is then8bck compressor station. The Shamrock comprasaton will
have an initial capacity of 60 MMcf/d, expandalde8360 MMcf/d, which will likely be the largest ceat delivery
point out of the Laurel Mountain system.

Aux Sable

Williams Partners also owns a 14.6 percent equirést in Aux Sable Liquid Products and its Ché&ona
lllinois gas processing and NGL fractionation fagihear Chicago. The facility is capable of pragieg up to
2.1 Bcf/d of natural gas from the Alliance Pipelsystem and fractionating approximately 92 Mbbbsf/@éxtracted
liquids into NGL products.

Operating statistics

The following table summarizes our significant gierg statistics for Midstream:

2010 2009 2008

Volumes:(1)

Gathering (Tbtu)(3 1,26z 1,37C 1,361
Plant inlet natural gas (Tbht 1,42¢ 1,34z 1,311
NGL production (Mbbls/d)(2 174 164 154
NGL equity sales (Mbbls/d)(z 80 80 80
Crude oil gathering (Mbbls/d)(: 94 10¢ 70

(1) Excludes volumes associated with partially ownessssuch as our Discovery and Laurel Mountain
investments that are not consolidated for finangpbrting purpose:

(2) Annual average Mbbls/t
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(3) Amounts have been recast to reflect the Novemb#d 2@quisition of certain gathering and procesasggts in
Coloradcs Piceance basin from Exploration & Producti

Exploration & Production

Our Exploration & Production segment includes ratgas and oil development, production and gas etizudk
activities primarily located in the Rocky Mountgjrimarily Colorado, North Dakota, New Mexico, anfyoming),
Northeast (Pennsylvania), and I-Continent (Oklahoma and Texas) regions of the édh@tates. We specialize in
production from tight-sands and shale formatiors @al bed methane (CBM) reserves in the Piceance,
Appalachian, Williston, San Juan, Powder Rivert&dorth, Green River and Arkoma basins. Almost 8rcpnt of
our domestic proved reserves are natural gas. ¥éenalve international oil and gas interests, whiclude a
69 percent equity interest in Apco Oil and Gasrimgonal Inc., an oil and gas exploration and patihn company
with operations in South America. If combined witlr domestic proved reserves, our internationakrésts would
make up approximately 5 percent of our total proresstrves. Considering this, the reserves infoomaticluded in
this section relates only to our domestic activithe gas marketing activities include transportsaeduling,
selling and hedging equity natural gas product®mwall as managing various natural gas relatedraotstsuch as
transportation, storage and related hedges natadifor our equity production. Additionally, Expédion &
Production’s marketing group procures all fuel ahdnk requirements and manages transportatiornadding
activities in support of our midstream business.

Our strategy is to continue to drill our existingped undeveloped reserves, which comprise appateim
42 percent of proved reserves, and to drill in suafgorobable and possible reserves in order ta@ddr proved
reserves. Our current proved, probable, and p@seéiserves inventory provides us with strong chjpiteestment
opportunities for many years into the future.

Oil and Gas Reserves

The following table outlines our estimated net maveserves expressed on a gas equivalent basiefor
reporting periods December 31, 2010, 2009 and 2@f8/ed reserves for 2010 and 2009 were preparger unles
issued by the SEC on January 14, 2009. We prepareven reserves estimates and the majority of our
December 31, 2010 reserves were audited by Netiter&ewell & Associates (NSAI) or Miller and Lentsd
(M&L). Proved reserves information is reported as gquivalents, since oil volumes are insignificarhe three
years shown below. Reserves for 2010 are approglyn@¥ percent natural gas. Reserves are moreQhaercen
natural gas for 2009 and 2008. Oil reserves inex&s approximately 3 percent of total proved resgin 2010 as
result of a fourth quarter acquisition of undeveld@creage and producing properties located ikMiHieston basin.

Summary of oil and gas reserves:

December 31
2010 2009 2008

(Bcfe)(1)
Proved developed reserv 2,49¢ 2,387 2,45€
Proved undeveloped resen 1,77¢ 1,86¢ 1,88
Total proved reserve 4,272 4,258 4,33¢

(1) Gas equivalents are calculated using a ratio o€baihgas to 1 barrel of oi

10
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Proved Reserves

Basin December 31, 201
(Bcfe)

Piceance 2,927
Powder Rivel 34¢€
San Jual 554
Fort Worth 19¢€
Appalachiar 28
Williston 13€
Other 83

Total 4,272

We have not filed on a recurring basis estimatesuofiotal proved net oil and gas reserves with any
U.S. regulatory authority or agency other than lith Department of Energy (DOE) and the SEC. Thienates
furnished to the DOE have been consistent withetiomished to the SEC.

The 2010 year-end proved reserves were derived tisen12-month average, first-of-the-month HenroHu
spot price of $4.38 per MMbtu, adjusted for locatibprice differentials. During 2010, we added Ba8e of net
additions to our proved reserves through drilling62 gross wells at a capital cost of approxima$&ig8 million.

Reserves estimation process

Our reserves are estimated by deterministic methgds) appropriate combination of production perfance
analysis and volumetric techniques. The provedrvesgor economic undrilled locations are estimdtgdnalogy
or volumetrically from offset developed locatioReservoir continuity and lateral persistence oftalrt-sands,
shale and CBM reservoirs is established by comioinaiof subsurface analysis, 2D and 3D seismic paessure
data. Understanding reservoir quality may be augetkby core samples analysis.

The engineering staff of each basin asset teanigesthe reserves modeling and forecasts for thspective
areas. Various departments also participate iptéparation of the year-end reserves estimate diging
supporting information such as pricing, capitaltspexpenses, ownership, gas gathering and gaisyqfidle
departments and their roles in the yead reserves process are coordinated by our ressamadysis department. T
reserves analysis department’s responsibilities ialdlude performing an internal review of reserdaga for
reasonableness and accuracy, working with the-ghartly consultants and the asset teams to suctigssimplete
the third-party reserves audit, finalizing the yead reserves report, and reporting reserves datecounting.

The preparation of our year-end reserves reparfasmal process. Early in the year, we begin witleview of
the existing internal processes and controls totiffewhere improvements can be made from the préar’s
reporting cycle. Later in the year, the reservaffsfrom the asset teams submit their prelimiraserves data to
the reserves analysis department. After reviewhbyréserves analysis department, the data is seloint our third
party engineering consultants, NSAl and M&L, to ipetfpeir audits. After this point, reserves datalgsis and
further review are conducted and iterated betwkerasset teams, reserves analysis department attdrduparty
engineering consultants. In early December, reseave reviewed with senior management. The pramssudes
when all parties agree upon the reserve estimatbawdit tolerance is achieved.

The reserves estimates resulting from our processubjected to both internal and external contmgromote
transparency and accuracy of the year-end resestgsates. Our internal reserves analysis teamdiepiendent and
does not work within an asset team or report diydotanyone on an asset team. The reserves analgpartment
provides detailed independent review and extergdaeimentation of the year-end process. Our intgnradesses
and controls, as they relate to the year-end researe reviewed and updated. The compensatiour agEserves
analysis team is not linked to reserves additiangwsions.
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Approximately 93 percent of our total yeamd 2010 domestic proved reserves estimates wediteduiy NSAI.
When compared on a well-by-well basis, some ofestimates are greater and some are less thantitmates of
NSAIl. However, in the opinion of NSAI, the estimaita our proved reserves are in the aggregate mahgnanc
have been prepared in accordance with principlefogé in the Standards Pertaining to the Estingatind Auditing
of Oil and Gas Reserves Information promulgatethieySociety of Petroleum Engineers. NSAI is sat@sfivith our
methods and procedures in preparing the Decemh@03D reserves estimates and future revenue, @ad n
nothing of an unusual nature that would cause NilBAdke exception with the estimates, in the agafesgs
prepared by us. The report of NSAI is included ihibit 99.1 to this Form 10-K.

In addition, reserves estimates related to progeessociated with the former Williams Coal Sears Bayalty
Trust were audited by M&L. These properties repnes@proximately 1 percent of our total domestizved
reserves estimates. The report of M&L is includeé&xhibit 99.2 to this Form 10-K.

The technical person primarily responsible for seeing preparation of the reserves estimates anthitial-
party reserves audit is the Director of ReservesRnoduction Services. The Director’s qualificasonclude
28 years of reserves evaluation experience, aiBgeology from the University of Texas at Austm M.S. in
Physical Sciences from the University of Houstord enembership in the American Association of Petroi
Geologists and The Society of Petroleum Engineers.

Proved undeveloped reserves (PUDSs)

The majority of our reserves is concentrated inomrentional tight-sands, shale and coal bed gasweiss.
We use available geoscience and engineering datstablish drainage areas and reservoir contitaypnd one
direct offset from a producing well, which providaedditional proved undeveloped reserves. Inheretita
methodology is a requirement for significant wedhdity of economically producing wells to establishsonable
certainty. In fields where producing wells are lesacentrated, only direct offsets from proved pigidg wells wer
assigned the proved undeveloped reserves classifichlo new technologies were used to assign grove
undeveloped reserves.

At December 31, 2010, our proved undeveloped resemere 1,774 Bcfe — a decrease of 94 Bcfe over our
December 31, 2009 proved undeveloped reservesatston 1,868 Bcfe. During 2010, 280 Bcfe of our
December 31, 2009 proved undeveloped reservescuererted to proved developed reserves. An addition
129 Bcfe was added due to the development of ulgrtncations. We have reclassified a net 253 Boie fproved
to probable reserves attributable to locationsexpected to be developed within five years. Thipamh is
predominantly in the Piceance basin where the cosnpas a large inventory of drilling locations. Tdmwvnward
revision has been offset by the addition of 342eBaffnew proved undeveloped drilling locations.

All proved undeveloped locations are schedulecetspud within the next five years. Our five-yeaeftast
indicates increasing capital to allow for the aidditof rigs in years 2013-2015 in the Piceancerbd3ur
undeveloped estimate contains 91 Bcfe of aging PUBs majority of these are scheduled to be spugehy-end
2011.

Oil and Gas Properties and Production, Productiomi€s, and Production Costs

The following table summarizes our domestic satdames for the years indicated:

2010 2009 2008

(Bcfe)

Piceance 245.¢ 254.¢€¢ 237.7
Powder Rivel 83.¢ 88.¢ 83.¢
San Jual 51.t 53.1 52.¢
Fort Worth 21.F 25.2 16.¢€
Appalachiar 1.8 0.1 —
Williston 0.1 — —
Other 8.5 9.€ 9.7

Total net production sol 413.1 431t 400.
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The following table summarizes our domestic pricd eost information for the years indicated and teen
recast for the sale of certain of our gathering mmtessing assets in the Piceance basin to WilRartners in

November 201G
2010 2009 2008
($/Mcfe)
Average production costs excluding production téke $0.5¢ $0.5C $0.5¢
Average sales price(. $4.4z $3.4z  $6.9¢
Realized gain from hedgir $0.81 $1.4Z  $0.0¢
Realized Average Pric $5.25  $4.8¢  $7.04

(1) Includes lease and other operating expense arldyfagerating expenst

(2) Not reduced for gathering, processing, and trariapon paid to affiliates and third parties of $1i 2010,
$0.79 in 2009, and $0.71 in 20(

Drilling and Exploratory Activities

We focus on lower-risk development drilling. Ouvdlpment drilling success rate was approximately
99 percent in each of 2010, 2009, and 2008.

The following table summarizes domestic drillingiety by number and type of well for the periods

indicated:*
2010 2009 2008

Gross Wells Net Wells Gross Wells Net Wells Gross Wells Net Wells
Piceance 39¢ 36C 34¢ 30:s 687 624
Powder Rivel 531 242 23¢ 95 702 324
San Juai 43 15 77 39 95 37
Fort Worth 39 36 43 41 58 51
Appalachiar 8 3 8 4 n/e n/e
Williston — — n/s nle nle n/s
Other 13¢€ 2 16E 4 24C 14
Productive exploratio — — 3 1 4 2
Nonproductive, including exploratic 5 3 4 1 1 —
Total 1,167 661 887 48¢ 1,787 1,05z

* We use the terms “gross” to refer to all wells oreage in which we have at least a partial workingrest and
“nef” to refer to our ownership represented by that waykinterest. All of the wells drilled were natugas wells

In 2010, there were 5 gross nonproductive develapnvells and 3 net nonproductive development wéigal
gross operated wells drilled were 656 in 2010, 72009, and 1,125 in 2008.

Present Activities

At December 31, 2010, we had 27 gross (16 netpvirelthe process of being drilled.

Delivery Commitment:

We hold a longerm obligation to deliver on a firm basis 200,08MBtu/d of gas to a buyer at the White Ri
Hub (Greasewood-Meeker, Colorado), which is theomajarket hub exiting the Piceance basin. The Riosa
being our largest producing basin, holds amplerveseto fulfill this obligation without risk of ngrerformance
during periods of normal infrastructure and maregrations. While the daily volume of gas
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is large and represents a significant percentageioflaily production, this transaction does npresent a material
exposure.
Purchase Commitment

In connection with a gathering agreement enteredbg Williams Partners with a third party in Dedsen
2010, we concurrently agreed to buy up to 200,0008%/d of natural gas priced at market prices frive same
third party. Purchases under the 12-year contractx@ected to begin in the third quarter of 20//&.expect to sell
this natural gas in the open market and may ut#izglable transportation capacity to facilitate Hales.

Oil and Gas Properties, Wells, Operations, and Aage

The table below summarizes 2010 productive wellarea:*

Gas Wells Gas Wells Oil Wells Oil Wells
(Gross) (Net) (Gross) (Net)

Piceance 3,92: 3,587 — —
Powder Rivel 6,40¢ 2,88¢ — —
San Jual 3,267 881 — —
Fort Worth 28¢ 23¢ — —
Appalachiar 14 6 — —
Williston — — 19 13
Other 1,34( 29¢ — —
Total 15,23¢ 7,89( 19 13

* We use the term “gross” to refer to all wells oremge in which we have at least a partial workimgriest and
“nef” to refer to our ownership represented by that wayknterest

At December 31, 2010, there were 181 gross anch&0producing wells with multiple completions.

The following table summarizes our leased acreagd ®ecember 31, 2010:

Developed Undeveloped Total
Gross Acres Net Acres Gross Acres Net Acres Gross Acres Net Acres

Piceance 133,42¢ 102,83! 157,01° 108,16! 290,44! 211,00(
Powder Rivel 551,11¢ 250,17¢ 399,86¢ 175,37 950,98: 425,55(
San Jual 237,58 119,42. 2,10¢ 1,57¢ 239,68 120,99¢
Fort Worth 28,87¢ 21,17: 12,30¢ 8,30¢ 41,18: 29,48:
Appalachiar 1,82¢ 914 108,02: 98,38 109,85: 99,30:
Williston 16,17¢ 13,48: 229,64( 190,14¢ 245,81 203,63
Other 120,53t 60,55¢ 199,077 118,73: 319,61! 179,29:

Total 1,089,54: 568,56' 1,108,03: 700,69 2,197,58/ 1,269,25!

Piceance basin

The Piceance basin is located in northwestern @dtwand is our largest area of concentrated demslop
During 2010, we operated an average of 11 driltigg in the basin. This area has 1,567 undrilleved locations
in inventory. During 2010, an average of approxeha6.3 million gallons of NGLs were recovered eautnth at
plants now owned and operated within Williams Pendnwhich were marketed separately from the residural
gas.

Powder River basin

The Powder River basin is located in northeast WiggmThe Powder River basin includes large aredls wi
multiple coal seam potential, targeting thick do@él methane formations at shallow depths.
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San Juan basin

The San Juan basin is located in northwest New dteand southwest Colorado. We provide a significant
amount of equity production that is gathered angfocessed by Williams Partners’ facilities in t&n Juan basin.

Fort Worth basin

The Fort Worth basin is located in north centratdswhere we drill horizontally into the Barnetta®&h

Appalachian basin

The Appalachian basin acreage is primarily locatetbrtheastern Pennsylvania where we apply hotéon
drilling in the Marcellus Shale. We have contindee@xpand our position since our entry into tharbas2009.

Williston basin

The Williston basin acreage is located in North &talkand Montana. Our focus in the basin is in Nodkotak
Bakken/Three Forks oil play where we have a 89(acreage position, of which approximately 85,8@0e
acquired in December 2010 and are on the Fort Blerthdian Reservation.

Other properties

Other properties are primarily comprised of intesaés the Arkoma basin in southeastern Oklahomso Al
included are exploration activity and other mismedous activity.

Hedging Activity

To manage the commaodity price risk and volatilifypoaning producing gas properties, we enter intovagive
contracts for a portion of our expected future picithn. See further discussionManagement’s Discussion and
Analysis of Financial Condition and Results of Guiems— Exploration & Production included in Item 7 of this
Form 10-K

Acquisitions & Divestitures

During the second quarter of 2010, we enteredantagreement to acquire additional Appalachiarelealsl
acreage positions and a 5 percent overriding rpyatérest associated with these acreage positidrese
acquisitions nearly double our acreage holdinghénMarcellus Shale and closed in July for $599iom) including
closing adjustments.

During 2010, we also spent a total of $164 millioracquire additional unproved leasehold acreagéipos in
the Marcellus Shale.

In October 2010, we exercised our right under théiafhs Coal Seam Gas Royalty Trust Agreement guae
the royalty interests for $22 million, includingosing adjustments upon termination of the the Tiesbr to the
purchase, the Trust owned net profits interesteitain proved coal seam gas properties owned HtiiaWi's
Production Company, LLC (WPC) and located in the 3zan basin.

In November 2010, we sold certain of our gathedand processing assets in Colorado’s Piceance tmsin
Williams Partners for $702 million in cash and apgmately 1.8 million common units. The assetsude the
Parachute Plant Complex, three other treatingifi@silwith a combined processing capacity of 1.2@and a
gathering system with approximately 150 miles gfefine. There are more than 3,300 wells connectéldet
gathering system, which includes pipelines rangipgo 30-inch trunk lines. The transaction alsdudes a
life-of-lease dedication from Exploration & Prodioct.

In December 2010, we acquired a company that heohdgjor acreage position (approximately 85,80Canets
and includes 19 producing wells) in North Dakotaakken Shale oil play (Williston basin) that willdrsify our
interests into light, sweet crude oil productioheTpurchase price was approximately $949 millinoluding closin
adjustments.
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Other
Domestic olefins

In the Gulf of Mexico region, we own a 5/6 intergsand are the operator of an NGL light-feed aleftracker
in Geismar, Louisiana, with a total production adfyaof 1.35 billion pounds of ethylene and 90 moiti pounds of
propylene per year. Our feedstocks for the craakeethane and propane; as a result, we are pijreagosed to
the price spread between ethane and propane, layldret and propylene, respectively. Ethane andgmepre
available for purchase from third parties and fraffiliates. We own ethane and propane pipelinessygstin
Louisiana that provide feedstock transportatiothtoGeismar plant and other third-party crackeddiionally, we
own a refinery grade propylene splitter and ass$edipipeline with a production capacity of approately
500 million pounds per year of propylene. At oungylene splitter, we purchase refinery grade prepgland
fractionate it into polymer grade propylene andpairee; as a result we are exposed to the pricedspetaveen those
commodities. As a merchant producer of ethylenepaogylene, our product sales are to customeraderin
making plastics and other downstream petrocherpicalucts destined for both domestic and export starlOur
olefins business also operates an ethylene sttwayat Mont Belvieu using leased third-party undeugd storage
wells.

We also market olefin and NGL products to a widegeaof users in the energy and petrochemical inidsstn
order to meet sales contract obligations, we maghase products for resale.

Canadian midstream

Our Canadian operations include an oil sands d$fagacessing plant located near Ft. McMurray, Atieaind
an olefin fractionation facility and a butylene/ane splitter facility, both of which are locatedRedwater, Alberta,
which is near Edmonton, Alberta. We operate thé/lEMurray area processing plant, while anotherypaperates
the Redwater facilities on our behalf. The butyleo&ne splitter was completed and placed intoiseim August
2010. Our Ft. McMurray area facilities extract lidgi from the off-gas produced by a third-partysaihds bitumen
upgrading process. Our arrangement with the théndypupgrader is a “keep-whole” type where we reenawmix of
NGLs and olefins from the ¢-gas and return the equivalent heating value bathke form of natural gas. We
fractionate, treat, store, terminal and sell thepppne, propylene, butane, butylene and conderszdgared from
this process. Our commodity price exposure is fiteasl between the price for natural gas and the AitlLolefin
products we produce. We continue to be the only Mefins fractionator in western Canada and thg onl
treater/processor of oil sands upgrader off-gas.eQtraction of liquids from upgrader off-gas stresallows the
upgraders to burn cleaner natural gas streamseghudes their overall air emissions.

The Ft. McMurray extraction plant has processingacity of 111 MMcf/d with the ability to recover axcess
of 17 Mbbls/d of olefin and NGL products. Our Redeaveractionator has a liquids handling capacity of
18 Mbbls/d. The new butylene/butane splitter, whiels a production capacity of 3.7 Mbbls/d of butgl@nd
3.7 Mbbls/d of normal butane, further fractionates butylene/butane mix product produced at oumiRéer
fractionators into separate butylene and butandymts, which receive higher values and are in gregmand. Our
products are sold within Canada and the UnitedeStat

Canadian expansion project

Construction began in 2010 on a 261-mile, 12-inemeter Canadian pipeline which will transport nesred
NGLs and olefins from our processing plant in FeNWrray to our Redwater fractionation facility. Thigeline will
have sufficient capacity to transport additionalldé@nd olefins from our existing operations as aslfrom other
NGLs and olefins produced from oil sands-gas. The project will be constructed using cagvipusly generated
from Canadian and other international projects.afcipate an in-service date in 2012.

Other

Considering the deteriorating circumstances in Yapt, in 2009 we fully impaired our $75 milliorvastmen
in Accroven SRL, a Venezuelan operation, whichudeld two 400 MMcf/d NGL extraction plants, a 50 Nt
NGL fractionation plant and associated storagerefrijeration facilities. (See Note 2 of Notes torSolidatec
Financial Statements.) In June of 2010, we solds@upercent interest in Accroven to the state-owsiedompany,
Petrdleos de Venezuela S.A. (PDVSA) for $107 milli®f this amount, $13 million was received in casklosing
and another $30 million was received in August 201 remainder is due in six quarterly
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payments beginning October 31, 2010. The first igulgrpayment of $11 million was received in Jay2011 and
will be recognized as income in 2011. We will cang to recognize the resulting gain as cash iswegeAccroven
was not part of our operations that were expropdidty the Venezuelan government in May 2009.
Operating statistics
The following table summarizes our significant gigrg statistics for Other:

2010 2009 2008

Volumes:
Canadian NGL equity sales (Mbbls, 8 8 7
Olefin (ethylene and propylene) sales (milliongotinds) 1,52¢ 1,72¢ 1,60¢

Additional Business Segment Information

Our ongoing business segments are accounted tmmdisuing operations in the accompanying financial
statements and notes to financial statements iadlidPart Il.

Operations related to certain assets in “Discoetih@perations” have been reclassified from thatitional
business segment to “Discontinued Operations” énatcompanying financial statements and noteséméial
statements included in Part Il.

We perform certain management, legal, financial, ¢ansultation, information technology, administra and
other services for our subsidiaries.

Our principal sources of cash are from dividends$ @fvances from our subsidiaries, investments, paysrby
subsidiaries for services rendered, interest paysrfesm subsidiaries on cash advances and, if mhedgernal
financings, sales of master limited partnershigauta the public, and net proceeds from asset.sBlesamount of
dividends available to us from subsidiaries largipends upon each subsidiary’s earnings and amepital
requirements. The terms of certain of our subsieaborrowing arrangements may limit the transfefunds to us
under certain conditions.

We believe that we have adequate sources and liliflaf raw materials and commodities for exigfiand
anticipated business needs. In support of our gresgmodity activities, primarily conducted throughs
marketing services which is included within our Exption & Production segment, our counterpartagguire us to
provide various forms of credit support such asgimadequate assurance amounts and pre-paymegasfo
supplies. Our pipeline systems are all regulateghiious ways resulting in the financial returntba investments
made in the systems being limited to standards iteidrby the regulatory agencies. Each of the pipedystems hi
ongoing capital requirements for efficiency and detory improvements, with expansion opportunitiss a
necessitating periodic capital outlays.

REGULATORY MATTERS

Williams Partners

Gas Pipeline BusinessWilliams Partners gas pipeline’s interstate tmaission and storage activities are
subject to FERC regulation under the Natural GasoA@938 (NGA) and under the Natural Gas Policy éfc1978,
and, as such, its rates and charges for the tramsipo of natural gas in interstate commerceadtsounting, and the
extension, enlargement or abandonment of its jiatiechal facilities, among other things, are subjecregulation.
Each gas pipeline company holds certificates ofipuonvenience and necessity issued by the FERI@&Ring
ownership and operation of all pipelines, facitand properties for which certificates are reqliuader the NGA.
Each gas pipeline company is also subject to tharblaGas Pipeline Safety Act of 1968, as amendad,the
Pipeline Safety Improvement Act of 2002, which deges safety requirements in the design, constmictiperation
and maintenance of interstate natural gas trangmisacilities. FERC Standards of Conduct goverw loar
interstate pipelines communicate and do businesgais marketing employees. Among other thingsSthadards
of Conduct require that interstate pipelines narafe their systems to preferentially benefit gasketing function:
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Each of our interstate natural gas pipeline congmestablishes its rates primarily through the FERC
ratemaking process. Key determinants in the rat@rggicocess are:
» Costs of providing service, including depreciatexpense
 Allowed rate of return, including the equity compa of the capital structure and related incomesds
« Contract and volume throughput assumptit

The allowed rate of return is determined in eatd case. Rate design and the allocation of cosigclea the
reservation and commaodity rates also impact pioifita. As a result of these proceedings, certavenues
previously collected may be subject to refund.

Pipeline Integrity Reqgulations

For Williams Partners’ gas pipeline business, Tearend Northwest Pipeline have developed an Iritegri
Management Plan that we believe meets the UnitegSDepartment of Transportation Pipeline and Hazes
Materials Safety Administration (PHMSA) final rulleat was issued pursuant to the requirements d?ifheline
Safety Improvement Act of 2002. The rule requiras gipeline operators to develop an integrity mansnt
program for transmission pipelines that could affégh consequence areas in the event of pipediiheré. The
Integrity Management Program includes a baselisesanent plan along with periodic reassessmebts to
completed within required timeframes. In meeting ititegrity regulations, Transco and Northwest Ripehave
identified high consequence areas and developadibasissessment plans. Transco and Northwesirdsle on
schedule to complete the required assessmentsawéhuired timeframes. Currently, Transco and Neett
Pipeline estimate the cost to complete the requiriéid| assessments over the period from 20112404 and
associated remediation will be primarily capitahature and range between $80 million and $110anifor
Transco and between $50 million and $60 millionMarthwest Pipeline. Ongoing periodic reassessneamdsnitial
assessments of any new high consequence aredmewitimpleted within the timeframes required byrtiie.
Management considers the costs associated withl@re with the rule to be prudent costs incurrethe ordinar
course of business, and, therefore, recoverabdeidiir Transco’s and Northwest Pipeline’s rates.

Midstream BusinessFor Williams Partners’ midstream business, onslyathering is subject to regulation by
states in which we operate and offshore gathessgibject to the Outer Continental Shelf Lands(@ESLA). Of
the states where the midstream business gathersugesntly only Texas actively regulates gatheggyvities.
Texas regulates gathering primarily through conmplaiechanisms under which the state commissionresnive
disputes involving an individual gathering arrangem Although offshore gathering facilities are sobject to the
NGA, offshore transmission pipelines are subje¢h&oNGA, and in recent years the FERC has takeonad view
of offshore transmission, finding many shallow-waigpelines to be jurisdictional transmission. Mo#shore
gathering facilities are subject to the OCSLA, whizovides in part that outer continental sheliepipes “must
provide open and nondiscriminatory access to batfieo and nonowner shippers.”

The midstream business also owns interests in padhtes two offshore transmission pipelines that ar
regulated by the FERC because they are deemeantgport gas in interstate commerce. Black Marlpefie
Company provides transportation service for offelibexas production in the High Island area andlnezts that
gas to intrastate pipeline interconnects near TExXys Discovery provides transportation servicedtishore
Louisiana production from the South Timbalier, Gtasle, Ewing Bank and Green Canyon (deepwategsatie an
onshore processing facility and downstream intemechpoints with major interstate pipelines. FERGulation
requires all terms and conditions of service, idiig the rates charged, to be filed with and appddwy the FERC
before any changes can go into effect.

The midstream business owns an interest in, aedpscted to become the operator in 2011, of OvérRass
Pipeline, which is an interstate natural gas ligygpeline regulated by the FERC pursuant to therstate
Commerce Act. Overland Pass provides transportagovice pursuant to tariffs filed with the FERC.
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Exploration & Production

Our Exploration & Production business is subjectddous federal, state and local laws and regaiaton
taxation and payment of royalties, and the devetmnproduction and marketing of oil and gas, amdrenmental
and safety matters. Many laws and regulations redirilling permits and govern the spacing of waliges of
production, water discharge, prevention of wastk@her matters. Such laws and regulations haveased the
costs of planning, designing, drilling, installir@perating and abandoning our oil and gas wellsather facilities.
In addition, these laws and regulations, and ahgrstthat are passed by the jurisdictions wherbave production,
could limit the total number of wells drilled orglallowable production from successful wells, whichild limit our
reserves.

Our gas marketing business is subject to a vaaklgws and regulations at the local, state andr@devels,
including the FERC and the Commaodity Futures Trgdilmmmission regulations. In addition, natural geskets
continue to be subject to numerous and wide-ranfgidgral and state regulatory proceedings and figag®ns.

Other

Our Canadian assets are regulated by the EnergyuRes Conservation Board (ERCB) and Alberta
Environment. The regulatory system for the Alb@itaand gas industry incorporates a large measiuselt
regulation, providing that licensed operators ael hesponsible for ensuring that their operatarsconducted in
accordance with all provincial regulatory requirense For situations in which noncompliance with épplicable
regulations is at issue, the ERCB and Alberta Emvitent have implemented an enforcement process with
escalating consequences.

See Note 16 of our Notes to Consolidated Finar8tiaements for further details on our regulatorytens.

ENVIRONMENTAL MATTERS

Our operations are subject to federal environmdates and regulations as well as the state andltidlvs and
regulations adopted by the jurisdictions in whioh eperate. We could incur liability to governmemtshird parties
for any unlawful discharge of pollutants into the aoil, or water, as well as liability for clegngosts. Materials
could be released into the environment in seveagiswncluding, but not limited to:

* From a well or drilling equipment at a drill sit

» Leakage from gathering systems, pipelinescgssing or treating facilities, transportation lities and
storage tanks

» Damage to oil and gas wells resulting from acciglehiring normal operation
« Blowouts, cratering and explosiot

Because the requirements imposed by environmeaval &nd regulations are frequently changed, weatann
assure you that laws and regulations enacted ifuthee, including changes to existing laws andifations, will
not adversely affect our business. In additionyweég be liable for environmental damage caused byido
operators of our properties.

We believe compliance with environmental laws aggltations will not have a material adverse eftect
capital expenditures, earnings or competitive mmsitHowever, environmental laws and regulationsid@affect oul
business in various ways from time to time, inahgdincurring capital and maintenance expendituess and
penalties, and creating the need to seek relief fiee FERC for rate increases to recover the ajsisrtain capital
expenditures and operation and maintenance expenses

For a discussion of specific environmental issges,“Environmental” under Management's Discussiwh a
Analysis of Financial Condition and Results of Ggems and “Environmental Matters” in Note 16 of dotes to
Consolidated Financial Statements.
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COMPETITION

Williams Partners

For our gas pipeline business, the natural gassinglhas undergone significant change over thetpast
decades. A highly-liquid competitive commodity metrkn natural gas and increasingly competitive ratrkor
natural gas services, including competitive secondwarkets in pipeline capacity, have developedaAssult,
pipeline capacity is being used more efficientlyd @eaking and storage services are increasinfggtafe
substitutes for annual pipeline capacity.

Local distribution company (LDC) and electric intlysrestructuring by states have affected pipetarkets.
Pipeline operators are increasingly challengedctmmmodate the flexibility demanded by customersallowed
under tariffs, but the changes implemented at tifiee $evel have not required renegotiation of L@teacts. The
state plans have in some cases discouraged LDfssigning long-term contracts for new capacity.

States are in the process of developing new erams that may require utilities to encourage eynsrying
measures and diversify their energy supplies tluderenewable sources. This could lower the graitas
demand.

These factors have increased the risk that custowiireduce their contractual commitments forglipe
capacity. Future utilization of pipeline capaciti@lso depend on competition from LNG importedbimarkets
and new pipelines from the Rockies and other nedywing areas.

In our midstream business, we face regional corigetivith varying competitive factors in each bagiur
gathering and processing business competes wiér otliustream companies, interstate and intrastpétipes,
producers and independent gatherers and proce®gernstimarily compete with five to ten companiesoas all
basins in which we provide services. Numerous fadtapact any given customer’s choice of a gatigeoin
processing services provider, including rate, llocatterm, reliability, timeliness of services te provided, pressure
obligations and contract structure. We also comjpetecruiting and retaining skilled employees.\Bstue of the
master limited partnership structure, WPZ providgsvith an alternative source of capital, whichpkals compete
against other master limited partnerships for ehjpitojects.

Exploration & Production

Our exploration and production business competés ether oil and gas concerns, including major and
independent oil and gas companies in the developmesduction and marketing of natural gas. We cet@jn
areas such as acquisition of oil and gas propeatidsobtaining necessary equipment, supplies anites. We also
compete in recruiting and retaining skilled emplese

In our gas marketing services business, we contetetly with large independent energy marketeras;kating
affiliates of regulated pipelines and utilitiesdamatural gas producers. We also compete with bagleehouses,
energy hedge funds and other energy-based compzffeeing similar services.

Other

Ethylene and propylene markets, and therefore lgfine business, compete in a worldwide marketpl&ee
to our NGL feedstock position at Geismar, we wahbfit from the lower cost position in North Amexicersus
other crude-based feedstocks worldwide. The mgjofiNorth American olefins producers have sigrifit
downstream petrochemical manufacturing for plastius other products. As such, they buy or sellletieyand
propylene as required. We operate as a merchdet eéblefins with no downstream manufacturingg dinerefore
can be either a supplier or a competitor at angrgiime to these other companies depending onrieaiket
balances. Generally, we are viewed primarily asppker to these companies and not as a direct etitop We
compete on the basis of service, price and avétiabf the products we produce.

Our Canadian midstream facilities continue to edhly NGL/olefins fractionator in western Canadd ¢he
only treater/processor of oil sands upgrader off-@aur extraction of liquids from the upgrader géfs stream
allows the upgraders to burn cleaner natural gaarsis and reduce their overall air emissions. Gura@ian
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midstream business competes for the sale of idysts with traditional Canadian midstream compaaoiethe basi
of operational expertise, price, service offeringd availability of the products we produce.

EMPLOYEES

At February 1, 2011, we had approximately 5,02Rtfle employees. None of our employees are reptede
by unions or covered by collective bargaining agrests.

FINANCIAL INFORMATION ABOUT GEOGRAPHIC AREAS

See Note 18 of our Notes to Consolidated Finar®ta@ements for amounts of revenues during theHase
fiscal years from external customers attributablthe United States and all foreign countries. Alse Note 18 of
our Notes to Consolidated Financial Statementinformation relating to long-lived assets during thst three
fiscal years, located in the United States anébadlign countries.

Item 1A. Risk Factors

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

Certain matters contained in this report includeifard-looking statements” within the meaning of
Section 27A of the Securities Act of 1933, as ameeinénd Section 21E of the Securities Exchangeoft934, as
amended. These forward-looking statements relaaatioipated financial performance, managementsgbnd
objectives for future operations, business progpecttcome of regulatory proceedings, market canditand other
matters. We make these forward-looking statementsliance on the safe harbor protections provideder the
Private Securities Litigation Reform Act of 1995.

All statements, other than statements of histofaets, included in this report that address atitisj events or
developments that we expect, believe or anticipditeexist or may occur in the future, are forwdobking
statements. Forward-looking statements can beifahby various forms of words such as “anticipate
“believes,” “seeks,” “could,” “may,” “should,” “cotinues,” “estimates,” “expects,” “forecasts,” “imgs,” “might,”
“goals,” “objectives,” “targets,” “planned,” “potdial,” “projects,” “scheduled,” “will” or other sirtar expressions.
These forward-looking statements are based on neamat’s beliefs and assumptions and on informatiorently
available to management and include, among oth&tements regarding:

” o« LT ”ou ” o« ” o« ”ou

« Amounts and nature of future capital expenditu

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

« Business strateg'

 Estimates of proved gas and oil resen

* Reserve potentia

« Development drilling potentia

» Cash flow from operations or results of operatic

» Seasonality of certain business segme

< Natural gas, natural gas liquids and crude oilgziand deman

Forward-looking statements are based on numerausrggions, uncertainties and risks that could céuisee
events or results to be materially different frdrage stated or implied in this report. Many of filsgtors that
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will determine these results are beyond our ahititgontrol or predict. Specific factors that coullise actual
results to differ from results contemplated by fitrevard-looking statements include, among othéms following:

« Availability of supplies (including the uncamties inherent in assessing, estimating, acquaimd
developing future natural gas and oil reservesykatalemand, volatility of prices, and the availiggpiand
cost of capital

« Inflation, interest rates, fluctuation in fage exchange, and general economic conditionsy(giel future
disruptions and volatility in the global credit rkats and the impact of these events on our custaret
suppliers);

« The strength and financial resources of our cortgrsti
« Development of alternative energy sourc
* The impact of operational and development haz:

» Costs of, changes in, or the results of layesernment regulations (including climate changgslation
and/or potential additional regulation of drilliagpd completion of wells), environmental liabilities
litigation, and rate proceedinc

« Our costs and funding obligations for defined bémmfnsion plans and other postretirement benk&fitg
< Changes in maintenance and construction ¢

« Changes in the current geopolitical situati

« Our exposure to the credit risk of our custom

* Risks related to strategy and financing, ideig restrictions stemming from our debt agreemduntare
changes in our credit ratings and the availabditg cost of credit

« Risks associated with future weather conditic
 Acts of terrorism
« Additional risks described in our filings with ti&ecurities and Exchange Commissi

Given the uncertainties and risk factors that caaldse our actual results to differ materially frifrose
contained in any forward-looking statement, we icawinvestors not to unduly rely on our forward-katg
statements. We disclaim any obligations to andataniend to update the above list or to annound#igly the
result of any revisions to any of the forward-laukistatements to reflect future events or developsne

In addition to causing our actual results to diffee factors listed above and referred to below o@aise our
intentions to change from those statements of fiaerset forth in this report. Such changes iniatentions may
also cause our results to differ. We may changergentions, at any time and without notice, baspdn changes i
such factors, our assumptions, or otherwise.
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Because forward-looking statements involve risks amcertainties, we caution that there are impoftors,
in addition to those listed above, that may causeshresults to differ materially from those caned in the
forward-looking statements. These factors are de=ttiin the following section.

RISK FACTORS

You should carefully consider the following rislcfars in addition to the other information in thégport. Each
of these factors could adversely affect our businegerating results, and financial condition, & as adversely
affect the value of an investment in our securities

Risks Related to Separation Plan

If our plan to separate our exploration and produoh business is delayed or not completed, our stpdke may
decline and our growth potential may not be enhadce

On February 16, 2011, we announced that our BdalBdrectors approved pursuing a plan to divide our
businesses into two separate, publicly traded catijgms. The plan calls for a separation of oud@gtion and
production business through an initial public dffgrof up to 20 percent of the corporation holdihgt business in
2011 and a tax-free spinoff of our remaining ingeia that corporation to our shareholders in 2012 completion
and timing of each of the transactions is dependerg number of factors including, but not limitedthe
macroeconomic environment, credit markets, equiykets, energy prices, the receipt of a tax opifiiom counse
and/or Internal Revenue Service rulings, final applts from our Board of Directors and other custonmaatters.
We may not complete the transactions at all or detafhe transactions on the timeline or on thesethat we
announced. If the transactions are not completattlayed, our stock price may decline and our gnguatential
may not be enhanced.

Risks Inherent in our Business

The long-term financial condition of our gas pip&le and midstream businesses is dependent on the¢imoed
availability of natural gas supplies in the supphasins that we access, demand for those suppliesuin
traditional markets, and the prices of and marketmand for natural gas.

The development of the additional natural gas vesethat are essential for our gas pipeline andtnadm
businesses to thrive requires significant capitakaditures by others for exploration and develapnaeilling and
the installation of production, gathering, storagansportation and other facilities that permitunal gas to be
produced and delivered to our pipeline systems. pdees for natural gas, regulatory limitationglirding
environmental regulations, or the lack of availatdgital for these projects could adversely affeetdevelopment
and production of additional reserves, as wellabeaying, storage, pipeline transportation and ithand export of
natural gas supplies, adversely impacting ourtgtii fill the capacities of our gathering, trangption and
processing facilities.

Production from existing wells and natural gas $yppsins with access to our pipeline systems alglb
naturally decline over time. The amount of natgiad reserves underlying these wells may also bkelies
anticipated, and the rate at which production ftbase reserves declines may be greater than atédip
Additionally, the competition for natural gas supplto serve other markets could reduce the anafurdtural gas
supply for our customers. Accordingly, to maintairincrease the contracted capacity or the volufmatural gas
transported on or gathered through our pipelinéesys and cash flows associated with the gatheridg a
transportation of natural gas, our customers musipete with others to obtain adequate supplieatfral gas. In
addition, if natural gas prices in the supply bagiannected to our pipeline systems are higherghaas in other
natural gas producing regions, our ability to cotepeith other transporters may be negatively impacn a short-
term basis, as well as with respect to our longitexcontracting activities. If new supplies of matigas are not
obtained to replace the natural decline in volufna® existing supply areas, if natural gas suppdiesdiverted to
serve other markets, if development in new supphirts where we do not have significant gatheringijpeline
systems reduces demand for our services, or ifemwviental regulators restrict new natural gasidglithe overall
volume of natural gas transported, gathered anmddimn our system would decline, which could hawsaerial
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adverse effect on our business, financial condiind results of operations. In addition, new LN@ant facilities
built near our markets could result in less denfandur gathering and transportation facilities.

Significant prolonged changes in natural gas pricesuld affect supply and demand and cause a terntio of
our transportation and storage contracts or a redion in throughput on the gas pipeline systems.

Higher natural gas prices over the long term coeallt in a decline in the demand for natural gat a
therefore, in long-term transportation and storem@racts or throughput on our gas pipeline systéis®, lower
natural gas prices over the long term could réawdtdecline in the production of natural gas résglin reduced
contracts or throughput on the gas pipeline systé&®s result, significant prolonged changes iruratgas prices
could have a material adverse effect on our gadipgbusiness, financial condition, results ofraiens and cash

flows.

Prices for NGLs, natural gas and other commoditiéscluding oil, are volatile and this volatility cald adversely
affect our financial results, cash flows, accessdapital and ability to maintain existing businesse

Our revenues, operating results, future rate ofvtir@and the value of certain segments of our bssie® deper
primarily upon the prices of NGLs, natural gas, oilother commaodities, and the differences betwemames of thes
commodities. Price volatility can impact both tiecaint we receive for our products and servicestbadolume of
products and services we sell. Prices affect theuanof cash flow available for capital expendituead our ability
to borrow money or raise additional capital. Anytloé foregoing can also have an adverse effecuobusiness,
results of operations, financial condition and ctaWs.

The markets for NGLs, natural gas and other comtiesdare likely to continue to be volatile. Widadtuation:
in prices might result from relatively minor chasde the supply of and demand for these commoditiesket
uncertainty and other factors that are beyond oatrol, including:

Worldwide and domestic supplies of and demand &unmal gas, NGLs, oil, and related commodit
Turmoil in the Middle East and other producing cets;

The activities of the Organization of Petroleum &tjmg Countries
Terrorist attacks on production or transportatieseds

Weather conditions

The level of consumer demar

The price and availability of other types of fue

The availability of pipeline capacit

Supply disruptions, including plant outages andgpmrtation disruption:
The price and level of foreign impor:

Domestic and foreign governmental regulations anesg;

Volatility in the natural gas and oil marke

The overall economic environme!

The credit of participants in the markets wheredpats are bought and so

The adoption of regulations or legislation relatinglimate change
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We might not be able to successfully manage th&siassociated with selling and marketing produatstihe
wholesale energy markets.

Our portfolio of derivative and other energy contsamay consist of wholesale contracts to buy afid s
commodities, including contracts for natural ga§LN, oil and other commodities that are settledneydelivery of
the commodity or cash throughout the United Stafdbe values of these contracts change in a tiime©r manner
that we do not anticipate or cannot manage, itccagbatively affect our results of operations.he past, certain
marketing and trading companies have experiencegtadinancial problems due to price volatilitytire energy
commodity markets. In certain instances this viiathas caused companies to be unable to delivergy
commodities that they had guaranteed under contfaeich a delivery failure were to occur in orfear contracts,
we might incur additional losses to the extentrobants, if any, already paid to, or received fromynterparties. In
addition, in our businesses, we often extend ctediur counterparties. Despite performing credélgsis prior to
extending credit, we are exposed to the risk tltight not be able to collect amounts owed tdfubke
counterparty to such a transaction fails to perfand any collateral that secures our counterpaolyfigiation is
inadequate, we will suffer a loss. Downturns in ésenomy or disruptions in the global credit maskegiuld cause
more of our counterparties to fail to perform thvea expect.

Significant capital expenditures are required topkace our reserves

Our exploration, development and acquisition atiégirequire substantial capital expenditures.dilisally, we
have funded our capital expenditures through a @eation of cash flows from operations and debt aqdity
issuances. Future cash flows are subject to a nuofilbariables, including the level of productionr existing
wells, prices of natural gas and oil, and our sssde developing and producing new reserves. Ifcash flow from
operations is not sufficient to fund our capitaperditure budget, we may not be able to accessiadai bank deb
issue debt or equity securities or access othenadstof financing on an economic basis to meetapital
expenditure budget. As a result, our capital expgeraplans may have to be adjusted.

Failure to replace reserves may negatively affeat business.

The growth of our Exploration & Production businéspends upon our ability to find, develop or apgui
additional natural gas and oil reserves that aoe@mically recoverable. Our proved reserves gelyedakline whei
reserves are produced, unless we conduct succesgloration or development activities or acquiregerties
containing proved reserves, or both. We may natlie to find, develop or acquire additional reserge an
economic basis. If natural gas or oil prices inseg@ur costs for additional reserves would alsceise; conversely
if natural gas or oil prices decrease, it could engtknore difficult to fund the replacement of aaserves.

Exploration and development drilling may not resuft commercially productive reserve

Our past success rate for drilling projects shatlbe considered a predictor of future commemtiacess. W
do not always encounter commercially productivemnesirs through our drilling operations. The newls/ee drill
or participate in may not be productive and we matyrecover all or any portion of our investmenwiells we drill
or participate in. The cost of drilling, completingd operating a well is often uncertain, and &asbrs can
adversely affect the economics of a project. Oforef will be unprofitable if we drill dry wells owells that are
productive but do not produce enough reservesttorre profit after drilling, operating and othersts. Further, our
drilling operations may be curtailed, delayed arased as a result of a variety of factors, inatgdi

« Increases in the cost of, or shortages orydatathe availability of, drilling rigs and equigmt, skilled
labor, capital or transportatio

Unexpected drilling conditions or problen
« Regulations and regulatory approvi
« Changes or anticipated changes in energy pr

« Compliance with environmental and other governmeetguirements
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Estimating reserves and future net revenues invalumcertainties. Negative revisions to reserverastes, oil anc
gas prices or assumptions as to future natural gages may lead to decreased earnings, lossesngairment of
oil and gas assets.

Reserve engineering is a subjective process ahattig underground accumulations of oil and gasd¢hanot
be measured in an exact manner. Reserves thapraneetl reserves” are those estimated quantitiesuae oil,
natural gas, and natural gas liquids that geolbgicd engineering data demonstrate with reasorcagstainty are
recoverable in future years from known reservoirdar existing economic and operating conditions should not
be considered as a guarantee of results for fultiiing projects.

The process relies on interpretations of availgklelogical, geophysical, engineering and produdtiaia.
There are numerous uncertainties inherent in estimguantities of proved reserves and in projerfiriure rates of
production and timing of developmental expendituiesluding many factors beyond the control of phheducer.
The reserve data included in this report represstimates. In addition, the estimates of futureree¢nues from our
proved reserves and the present value of suchastnare based upon certain assumptions about fotoduction
levels, prices and costs that may not prove todoeect.

Quantities of proved reserves are estimated baseganomic conditions in existence during the peadb
assessment. Changes to oil and gas prices in thetador such commodities may have the impachoftening the
economic lives of certain fields because it becooresonomic to produce all recoverable reservesuoh fields,
which reduces proved property reserve estimates.

If negative revisions in the estimated quantitieproved reserves were to occur, it would haveetect of
increasing the rates of depreciation, depletionamdrtization on the affected properties, which ldalecrease
earnings or result in losses through higher deptieci, depletion and amortization expense. Thegsioas, as well
as revisions in the assumptions of future cashdlofthese reserves, may also be sufficient tgdérgmpairment
losses on certain properties which would resu#t imoncash charge to earnings.

Certain of our gas pipeline services are subjectdng-term, fixed-price contracts that are not saj to
adjustment, even if our cost to perform such seesexceeds the revenues received from such corgract

Our gas pipelines provide some services pursudnttpterm, fixed price contracts. It is possililattcosts to
perform services under such contracts will excéed¢venues they collect for their services. Algtomost of the
services are priced at cost-based rates that bjecstio adjustment in rate cases, under FERCydlicegulated
service provider and a customer may mutually agyesign a contract for service at a “negotiated’rtiat may be
above or below the FERC regulated cost-based oathdt service. These “negotiated rate” contraptsnot
generally subject to adjustment for increased dbstiscould be produced by inflation or other fastelating to the
specific facilities being used to perform the seegi

We may not be able to maintain or replace expiringtural gas transportation and storage contractsfavorable
rates or on a long-term basis.

Our primary exposure to market risk for our gaspies occurs at the time the terms of their exgsti
transportation and storage contracts expire andusgect to termination. Upon expiration of tharisrwe may not
be able to extend contracts with existing custorteerbtain replacement contracts at favorable ratem a long-
term basis.

The extension or replacement of existing contrdef®nds on a number of factors beyond our control,
including:

» The level of existing and new competition to delimatural gas to our marke

« The growth in demand for natural gas in our mark

Whether the market will continue to support I-term firm contracts

Whether our business strategy continues to be ssftdg

The level of competition for natural gas supplieshie production basins serving
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« The effects of state regulation on customer cotitrggractices

Any failure to extend or replace a significant pmwtof our existing contracts may have a materdaease effec
on our business, financial condition, results ofmapions and cash flows.

Our risk measurement and hedging activities mighitrbe effective and could increase the volatilifyaur results.

Although we have systems in place that use varioethodologies to quantify commodity price risk asated
with our businesses, these systems might not allvaysllowed or might not always be effective. fhert such
systems do not in themselves manage risk, partlguiaks outside of our control, and adverse clesng energy
commodity market prices, volatility, adverse caatieln of commodity prices, the liquidity of markethanges in
interest rates and other risks discussed in tipigrtenight still adversely affect our earnings,tcélews and balance
sheet under applicable accounting rules, evesktrhave been identified.

In an effort to manage our financial exposure seldb commodity price and market fluctuations, \&eéeh
entered and may in the future enter into contricksedge certain risks associated with our asset®perations. In
these hedging activities, we have used and méahyeifiuture use fixed-price, forward, physical pusghand sales
contracts, futures, financial swaps and optionremts$ traded in the over-the-counter markets am»amanges.
Nevertheless, no single hedging arrangement caguatiely address all risks present in a given cohtFor
example, a forward contract that would be effectiveedging commaodity price volatility risks woutat hedge the
contract’'s counterparty credit or performance righerefore, unhedged risks will always continuexist. While we
attempt to manage counterparty credit risk withirdglines established by our credit policy, we maybe able to
successfully manage all credit risk and as sudhrducash flows and results of operations couldrpacted by
counterparty default.

Our use of hedging arrangements through which teengitt to reduce the economic risk of our parti¢gratn
commodity markets could result in increased vatgtdf our reported results. Changes in the faluga (gains and
losses) of derivatives that qualify as hedges ugdaerally accepted accounting principles (GAAPh®extent the
such hedges are not fully effective in offsettitngueges to the value of the hedged commodity, alsaselhanges in
the fair value of derivatives that do not qualifyh@ve not been designated as hedges under GAAR bmuecorde
in our income. This creates the risk of volatilityearnings even if no economic impact to us hasiged during the
applicable period.

The impact of changes in market prices for NGLs mattiral gas on the average prices paid or recdiyacs
may be reduced based on the level of our hedgitigtaes. These hedging arrangements may limitrdraace our
margins if the market prices for NGLs or naturas ggere to change substantially from the price distadd by the
hedges. In addition, our hedging arrangements exps4o the risk of financial loss in certain cir@tances,
including instances in which:

* Volumes are less than expect
* The hedging instrument is not perfectly effectinaniitigating the risk being hedge

» The counterparties to our hedging arrangementsadibnor their financial commitmen

The adoption and implementation of new statutorydaregulatory requirements for derivative transaatie could
have an adverse impact on our ability to hedge siglssociated with our business and increase thekivay capital
requirements to conduct these activities.

In July 2010, federal legislation known as the Dé&ddnk Wall Street Reform and Consumer Protection A
(the Act) was enacted. The Act provides for nevustaty and regulatory requirements for derivatirasactions,
including oil and gas hedging transactions. Amottgpothings, the Act provides for the creation o$ition limits
for certain derivatives transactions, as well agiitng certain transactions to be cleared on exgha for which
cash collateral will be required. The final impa€the Act on our hedging activities is uncertatithés time due to
the requirement that the SEC and the Commaoditi&sr&si Trading Commission (CFTC) promulgate ruled an
regulations implementing the new legislation witBB0 days from the date of enactment. These nesg arnd
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regulations could significantly increase the cdsierivative contracts, materially alter the terofiglerivative
contracts or reduce the availability of derivativAkhough we believe the derivative contracts tatenter into
should not be impacted by position limits and stidaé exempt from the requirement to clear transastihrough a
central exchange or to post collateral, the imp@acin our businesses will depend on the outcomieeof t
implementing regulations adopted by the CFTC.

Depending on the rules and definitions adoptechbyGFTC, we might in the future be required to fdecash
collateral for our commaodities hedging transactionder circumstances in which we do not currenblstgash
collateral. Posting of such additional cash cottdteould impact liquidity and reduce our cash klde for capital
expenditures. A requirement to post cash collatyald therefore reduce our ability to execute lesdn reduce
commodity price uncertainty and thus protect cémd. If we reduce our use of derivatives as alteguhe Act
and regulations, our results of operations may tecmore volatile and our cash flows may be lesdiptable.

We depend on certain key customers for a significportion of our revenues. The loss of any of thdsey
customers or the loss of any contracted volumesldaesult in a decline in our business.

Our gas pipeline and midstream businesses relyliomtad number of customers for a significant pmmtof
their revenues. Although some of these customersuject to long-term contracts, extensions daogments of
these contracts may not be renegotiated on fav®tabihs, if at all. The loss of all, or even a jporof the revenues
from natural gas, NGLs or contracted volumes, gdiegble, supplied by these customers, as a resatimpetition
creditworthiness, inability to negotiate extensionseplacements of contracts or otherwise, coaitera material
adverse effect on our business, financial conditiesults of operations, and cash flows, unlesaseble to
acquire comparable volumes from other sources.

We are exposed to the credit risk of our customeusd our credit risk management may not be adequiate
protect against such risk

We are subject to the risk of loss resulting froompayment and/or nonperformance by our custometisein
ordinary course of our business. Generally, outatusrs are rated investment grade, are otherwissidered
creditworthy or are required to make prepaymenfgsrovide security to satisfy credit concerns. Hoarewur credit
procedures and policies may not be adequate tpdiithinate customer credit risk. We cannot prethoivhat exter
our business would be impacted by deterioratinglitimms in the economy, including declines in oustomers’
creditworthiness. If we fail to adequately assbesareditworthiness of existing or future customaranticipated
deterioration in their creditworthiness and anyh#sg increase in nonpayment and/or nonperformdnycénem
could cause us to write-down or write-off doubtfigtounts. Such write-downs or write-offs could riegdy affect
our operating results in the periods in which tbegur, and, if significant, could have a materierse effect on
our business, results of operations, cash flowsfiaadcial condition.

Our industry is highly competitive, and increasedrapetitive pressure could adversely affect our Imesis and
operating results.

We have numerous competitors in all aspects obasinesses, and additional competitors may enter ou
markets. Other companies with which we compete beagble to respond more quickly to new laws or lagns
or emerging technologies, or to devote greateruness to the construction, expansion or refurbisitroétheir
facilities than we can. In addition, current orguatal competitors may make strategic acquisitimnisave greater
financial resources than we do, which could aféegtability to make investments or acquisitionsnigirly, a
highly-liquid competitive commodity market in naaligas and increasingly competitive markets fourstgas
services, including competitive secondary markefgipeline capacity, have developed. As a resigelime capacit
is being used more efficiently, and peaking andagfe services are increasingly effective subssttdeannual
pipeline capacity. We may not be able to competeessfully against current and future competitoid any failure
to do so could have a material adverse effect omosiness, financial condition, results of openadi, and cash
flows.
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Our operations are subject to operational hazardsdaunforeseen interruptions for which they may nbé
adequately insured.

There are operational risks associated with dglfior, production, gathering, transporting, storgmecessing
and treating of natural gas and the fractionatimth storage of NGLs, including:

* Hurricanes, tornadoes, floods, fires, extreme weratbnditions, and other natural disast

» Aging infrastructure and mechanical problel

« Damages to pipelines and pipeline blockas

« Uncontrolled releases of natural gas (including g@ms), NGLs, brine or industrial chemice
« Collapse of storage caverr

¢ Operator error

« Damage inadvertently caused by t-party activity, such as operation of constructiqmipment;
* Pollution and environmental risk

« Fires, explosions, craterings and blowo!

» Risks related to truck and rail loading and unlogg

» Risks related to operating in a marine environm

 Terrorist attacks or threatened attacks on oulitiasi or those of other energy compan

Any of these risks could result in loss of humdm, Ipersonal injuries, significant damage to proper
environmental pollution, impairment of our operasaand substantial losses to us. In accordancecw#tomary
industry practice, we maintain insurance againstesdut not all, of these risks and losses, and airllevels we
believe to be appropriate. The location of cersgigments of our facilities in or near populatedsréncluding
residential areas, commercial business centeriandtrial sites, could increase the level of daesagsulting from
these risks. In spite of our precautions, an esaoh as those described above could cause cortsléEm to
people or property, and could have a material agveffect on our financial condition and result®pérations,
particularly if the event is not fully covered bysurance. Accidents or other operating risks céurddher result in
loss of service available to our customers.

Our costs of maintaining or repairing our facilitie may exceed our expectations and the FERC or cdtitipa in
our markets may not allow us to recover such cdatthe rates we charge for our services.

We could experience unexpected leaks or rupturesiogas pipeline and midstream systems, or barezjby
regulatory authorities to undertake modificatiom®tir systems that could result in a material aslvé@npact on our
business, financial condition and results of openatif the costs of maintaining or repairing oacifities exceed
current expectations and the FERC or competitiasuinmarkets do not allow us to recover such dostise rates
we charge for our service.

We do not insure against all potential losses aralitdl be seriously harmed by unexpected liabilit@sby the
inability of our insurers to satisfy our claims.

We are not fully insured against all risks inherenbur business, including environmental accidéis do not
maintain insurance in the type and amount to callgrossible risks of loss.

We currently maintain excess liability insurancéhwimits of $610 million per occurrence and in grenual
aggregate with a $2 million per occurrence dedletibhis insurance covers us, our subsidiaries,cantin of our
affiliates for legal and contractual liabilitiessing out of bodily injury or property damage, inding resulting loss
of use to third parties. This excess liability iresuce includes coverage for sudden and accideaoliakipn liability
for full limits, with the first $135 million of ingrance also providing gradual pollution liabilitpwerage for natural
gas and NGL operations.
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Although we maintain property insurance on propargyown, lease or are responsible to insure, thieypmay
not cover the full replacement cost of all damaggskts or the entire amount of business internudigs we may
experience. In addition, certain perils may be eaetl from coverage or sub-limited. We may not He &b
maintain or obtain insurance of the type and amaumntlesire at reasonable rates. We may electftinsare a
portion of our risks. We do not insure our onshamderground pipelines for physical damage, exceperain
locations such as river crossings and compresatioiss. Only certain offshore key-assets are cavBneproperty
damage and the resulting business interruption Wdemnis due to a named windstorm event and coed@agoss
caused by a named windstorm is significantly sabitéd. All of our insurance is subject to deduatlif a
significant accident or event occurs for which we ot fully insured it could adversely affect aperations and
financial condition.

In addition, any insurance company that providascage to us may experience negative developmiesits t
could impair their ability to pay any of our claims a result, we could be exposed to greater o anticipated
and may have to obtain replacement insuranceaifae, at a greater cost.

The occurrence of any risks not fully covered tsurance could have a material adverse effect obwsiness,
financial condition, results of operations and cislvs, and our ability to repay our debt.

Execution of our capital projects subjects us tonstruction risks, increases in labor costs and nm@éaés, and
other risks that may adversely affect financial réts.

The growth in our gas pipeline and midstream bssiae may be dependent upon the construction of new
natural gas gathering, transportation, processirigeating pipelines and facilities or natural ¢jgsids fractionatior
or storage facilities, as well as the expansioexidting facilities. Construction or expansion leése facilities is
subject to various regulatory, development and atmral risks, including:

¢ The ability to obtain necessary approvals ehits by regulatory agencies on a timely basisan
acceptable term:

« The availability of skilled labor, equipment, an@terials to complete expansion proje

« Potential changes in federal, state and Istzdlites and regulations, including environmerggqlirements,
that prevent a project from proceeding or increheeanticipated cost of the proje

* Impediments on our ability to acquire righfsa@y or land rights on a timely basis and on ataiele
terms;

* The ability to construct projects within estited costs, including the risk of cost overrunsiltegsy from
inflation or increased costs of equipment, matsyialbor, or other factors beyond our control, thay be
material;

< The ability to access capital markets to fund carasion projects

Any of these risks could prevent a project fromgeexding, delay its completion or increase its gdied cost:
As a result, new facilities may not achieve expgéte@estment return, which could adversely affagt @sults of
operations, financial position or cash flows.

Our costs and funding obligations for our definechefit pension plans and costs for our other positrement
benefit plans are affected by factors beyond ountol.

We have defined benefit pension plans coveringtanhtially all of our U.S. employees and other post-
retirement benefit plans covering certain eligibégticipants. The timing and amount of our fundiaguirements
under the defined benefit pension plans depend apamber of factors we control, including chanigegension
plan benefits, as well as factors outside of ountrab, such as asset returns, interest rates aspes in pension
laws. Changes to these and other factors thatigaifisantly increase our funding requirements cblidve a
significant adverse effect on our financial coratitend results of operations.
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One of our subsidiaries acts as the general partoéa publicly traded limited partnership, WilliamBartners
L.P. As such, this subsidia’s operations may involve a greater risk of liabflithan ordinary business operation

One of our subsidiaries acts as the general paofi&PZ, a publiclytraded limited partnership. This subsidi
may be deemed to have undertaken fiduciary obtigativith respect to WPZ as the general partnetatite
limited partners of WPZ. Activities determined twolve fiduciary obligations to other persons ofitées typically
involve a higher standard of conduct than ordirarginess operations and therefore may involve atgreisk of
liability, particularly when a conflict of interests found to exist. Our control of the generakipar of WPZ may
increase the possibility of claims of breach ofifichry duties, including claims brought due to dietg of interest
(including conflicts of interest that may ariseveeén WPZ, on the one hand, and its general paatréthat general
partner’s affiliates, including us, on the othenfip Any liability resulting from such claims coubeé material.

Potential changes in accounting standards might c&uus to revise our financial results and disclosasrin the
future, which might change the way analysts measong business or financial performance

Regulators and legislators continue to take a reddanok at accounting practices, financial disctesyand
companies’ relationships with their independentliguiccounting firms. It remains unclear what newws or
regulations will be adopted, and we cannot pretiietultimate impact of that any such new laws gulations coul
have. In addition, the Financial Accounting StaxddaeBoard, the SEC or FERC could enact new accayintin
standards or FERC orders that might impact howneeeqjuired to record revenues, expenses, adaditities and
equity. Any significant change in accounting staddaor disclosure requirements could have a matetigerse
effect on our business, results of operations,faxashcial condition.

Our investments and projects located outside of thaited States expose us to risks related to thvedaf other
countries, and the taxes, economic conditions, fluations in currency rates, political conditions anpolicies of
foreign governments. These risks might delay oruwed our realization of value from our internationgdrojects.

We currently own and might acquire and/or dispdsaaterial energy-related investments and projeuatside
the United States. The economic and political ciima in certain countries where we have interesta which we
might explore development, acquisition or investhapportunities present risks of delays in constomcand
interruption of business, as well as risks of vearopriation, nationalization, renegotiation, gahnctions or
nullification of existing contracts and changesaw or tax policy, that are greater than in theteahiStates. The
uncertainty of the legal environment in certairefgn countries in which we develop or acquire ptger make
investments could make it more difficult to obtaionrecourse project financing or other financingsaitable terms
could adversely affect the ability of certain cus#rs to honor their obligations with respect tohspmjects or
investments and could impair our ability to enfooce rights under agreements relating to such ptejer
investments.

Operations and investments in foreign countries e present currency exchange rate and convigytibi
inflation and repatriation risk. In certain situats under which we develop or acquire projects akarinvestments,
economic and monetary conditions and other factousd affect our ability to convert to U.S. dollargr earnings
denominated in foreign currencies. In additiork fiem fluctuations in currency exchange rates aase when our
foreign subsidiaries expend or borrow funds in type of currency, but receive revenue in anothresuch cases, .
adverse change in exchange rates can reduce dity tbimeet expenses, including debt service @ians. We
may or may not put contracts in place designeditigate our foreign currency exchange risks. Weehsame
exposures that are not hedged and which couldtresiolsses or volatility in our results of opeoats.

Our operating results for certain segments of oudiness might fluctuate on a seasonal and quartdnBsis.

Revenues from certain segments of our busineshaanseasonal characteristics. In many parts afdbetry,
demand for natural gas and other fuels peaks dtinmgvinter. As a result, our overall operatingufessin
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the future might fluctuate substantially on a seasbasis. Demand for natural gas and other fumlidovary
significantly from our expectations depending oa tfature and location of our facilities and pipelgystems and
the terms of our natural gas transportation arnareges relative to demand created by unusual wep#terns.
Additionally, changes in the price of natural gasld benefit one of our businesses, but disadvardagther. For
example, our Exploration & Production business mayefit from higher natural gas prices, and ourstnéghm
business, which uses gas as a feedstock, may not.

We do not own all of the land on which our pipelis@nd facilities are located, which could disruptio
operations.

We do not own all of the land on which our pipedirend facilities have been constructed. As sucharee
subject to the possibility of increased costs tainenecessary land use. In those instances inhwinicdo not own
the land on which our facilities are located, wéadbthe rights to construct and operate our pigsliand gathering
systems on land owned by third parties and goventathagencies for a specific period of time. Iniidd, some of
our facilities cross Native American lands pursuanights-of-way of limited term. We may not habe right of
eminent domain over land owned by Native Americiéyes. Our loss of these rights, through our irigbib renew
right-of-way contracts or otherwise, could haveatenal adverse effect on our business, resultgpefations, and
financial condition and cash flows.

Risks Related to Strategy and Financing

Our debt agreements impose restrictions on us timaty limit our access to credit and adversely affeat ability
to operate our business.

Certain of our debt agreements contain variousants that restrict or limit, among other things:; ability to
grant liens to support indebtedness, merge osabBtantially all of our assets, make certain ithistions during an
event of default, and incur additional debt. Iniddd, our debt agreements contain, and those ver @rto in the
future may contain, financial covenants and othmeitations with which we will need to comply. Thesavenants
could adversely affect our ability to finance outure operations or capital needs or engage irgrekpr pursue our
business activities and prevent us from engagirgitain transactions that might otherwise be a®rsd beneficic
to us. Our ability to comply with these covenantsyrhe affected by events beyond our control, inolgighrevailing
economic, financial and industry conditions. If ketror other economic conditions deteriorate, aurent
assumptions about future economic conditions tutrtmbe incorrect or unexpected events occurability to
comply with these covenants may be significantipained.

Our failure to comply with the covenants in our dagreements could result in events of default.rUihe
occurrence of such an event of default, the lendeutd elect to declare all amounts outstandingeumadparticular
facility to be immediately due and payable and ieate all commitments, if any, to extend furthezdit. Certain
payment defaults or an acceleration under oneatgieement could cause a cross-default or cros$eaatien of
another debt agreement. Such a cross-default ss-@cceleration could have a wider impact on guidity than
might otherwise arise from a default or acceleratiba single debt instrument. If an event of difaacurs, or if
other debt agreements cross-default, and the lenoheter the affected debt agreements accelerateaheity of
any loans or other debt outstanding to us, we noayave sufficient liquidity to repay amounts oatsting under
such debt agreements. For more information reggraiim debt agreements, please read “ManagemergtaiBsion
and Analysis of Financial Condition and Result©gpkrations — Management’s Discussion and Analyfsis o
Financial Condition and Liquidity.”

Our ability to repay, extend or refinance our @rgtdebt obligations and to obtain future credit dépend
primarily on our operating performance, which vl affected by general economic, financial, contipeti
legislative, regulatory, business and other factmany of which are beyond our control. Our abitagyrefinance
existing debt obligations or obtain future credill @lso depend upon the current conditions indredit markets ar
the availability of credit generally. If we are lob@to meet our debt service obligations or obtaiare credit on
favorable terms, if at all, we could be forcedéstructure or refinance our indebtedness, seekiaadali equity
capital or sell assets. We may be unable to offitzmcing or sell assets on satisfactory termstatl.
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Future disruptions in the global credit markets magake equity and debt markets less accessible,tera
shortage in the availability of credit and lead twedit market volatility, which could disrupt ouiifancing plans
and limit our ability to grow.

In 2008, public equity markets experienced sigaificdeclines and global credit markets experielacgldortag
in overall liquidity and a resulting disruptiontine availability of credit. Future disruptions lmetglobal financial
marketplace, including the bankruptcy or restriogyof financial institutions, could make equitydadebt markets
inaccessible and adversely affect the availabdftgredit already arranged and the availability aast of credit in
the future. We have availability under our existbank credit facilities, but our ability to borramder those
facilities could be impaired if one or more of demders fails to honor its contractual obligatioriénd to us.

Adverse economic conditions could negatively affeat results of operations

A slowdown in the economy has the potential to tiggly impact our businesses in many ways. Included
among these potential negative impacts are reddertind and lower prices for our products and sesyinicrease
difficulty in collecting amounts owed to us by austomers and a reduction in our credit ratinghéeidue to
tighter rating standards or the negative impacseideed above), which could result in reducing @eoess to credit
markets, raising the cost of such access or remuirs to provide additional collateral to our cauparties.

A downgrade of our credit ratings could impact oliquidity, access to capital and our costs of doihgsiness
and independent third parties determine our creditings outside of our control.

A downgrade of our credit rating might increase cast of borrowing and could require us to poslatetal
with third parties, negatively impacting our avhiliquidity. Our ability to access capital markebuld also be
limited by a downgrade of our credit rating andesttlisruptions. Such disruptions could include:

* Economic downturns

» Deteriorating capital market conditior

» Declining market prices for natural gas, NGLs atiteocommodities

 Terrorist attacks or threatened attacks on oulitiasi or those of other energy compani

< The overall health of the energy industry, inclyugthe bankruptcy or insolvency of other compar

Credit rating agencies perform independent analybisn assigning credit ratings. The analysis inetua
number of criteria including, but not limited tajdiness composition, market and operational ris&syell as
various financial tests. Credit rating agenciestioome to review the criteria for industry sectonslavarious debt
ratings and may make changes to those criteria fimto time. Credit ratings are not recommendtetito buy, se
or hold investments in the rated entity. Ratingssarbject to revision or withdrawal at any timethg ratings
agencies, and no assurance can be given that Wweaiitain our current credit ratings or that oenisr unsecured
debt rating will be raised to investment grade byfthe credit rating agencies.

Risks Related to Regulations that Affect our Industy

Our gas pipelines could be subject to penalties dingés if they fail to comply with FERC regulations

Our gas pipeline’s transportation and storage dgjpaisare regulated by FERC. Should our gas pipslfail to
comply with all applicable FERC administered stasiirules, regulations and orders, they could bgesuto
substantial penalties and fines. Under the EneddigyPAct of 2005, FERC has civil penalty authoritgder the
Natural Gas Act (NGA) to impose penalties for cotréolations of up to $1,000,000 per day for eaictiation. Any
material penalties or fines imposed by FERC coualdeha material adverse impact on our gas pipelisibss,
financial condition, results of operations and cfisis.

The natural gas sales, transportation and storageeeations of our gas pipelines are subject to regidn by the
FERC, which could have an adverse impact on thelilgy to establish transportation and storage
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rates that would allow them to recover the full ¢axf operating their respective pipelines, includjra reasonable
rate of return.

The natural gas sales, transmission and storagatapes of the gas pipelines are subject to fedstate and
local regulatory authorities. Specifically, theiterstate pipeline transportation and storage seiigisubject to
regulation by the FERC. The federal regulation edteto such matters as:

» Transportation and sale for resale of natural gésterstate commerc

» Rates, operating terms, and conditions of seruncdiding initiation and discontinuation of servi
« The types of services the gas pipelines may dffieir customers

* Certification and construction of new facilitie

» Acquisition, extension, disposition or abandonnadrfacilities;

« Accounts and record

« Depreciation and amortization policie

« Relationships with affiliated companies whe @volved in marketing functions of the naturas ga
business

< Market manipulation in connection with interstaédes, purchases or transportation of natural

Under the NGA, FERC has authority to regulate piexs of natural gas pipeline transportation anchge
services in interstate commerce, and such providessonly charge rates that have been determinbkd jost and
reasonable by FERC. In addition, FERC prohibits/lers from unduly preferring or unreasonably disanating
against any person with respect to pipeline ratésrms and conditions of service.

Regulatory actions in these areas can affect osinbss in many ways, including decreasing tartésand
revenues, decreasing volumes in our pipelineseasing our costs and otherwise altering the piwfita of our
pipeline business.

Unlike other interstate pipelines that own faagtiin the offshore Gulf of Mexico, Transco chariges
transportation customers a separate fee to adsesishore facilities. The separate charge isrreeto as an “IT
feeder” charge. The “IT feeder” rate is charged/avihen gas is actually transported on the facditied typically it
is paid by producers or marketers. Because thée#tler” rate is typically paid by producers and kagears, it
generally results in netback prices to produceasdhe slightly lower than the netbacks realizegimducers
transporting on other interstate pipelines. This tiesign disparity could result in producers bgpasTransco’s
offshore facilities in favor of alternative transtadion facilities.

The rates, terms and conditions for interstatepgaeline services are set forth in FERC-approveiffdaAny
successful complaint or protest against the rét#seogas pipelines could have an adverse impatt&nrevenues
associated with providing transportation servitesddition, there is a risk that rates set by FERiture rate
cases filed by the gas pipelines will be inadeqt@atecover increases in operating costs or tmsuah adequate
return on capital investments. There is also thlethat higher rates would cause their customelsotofor
alternative ways to transport natural gas.

We are subject to risks associated with climate mhe.

There is a growing belief that emissions of greersieagases (GHGs) may be linked to climate chanijeate
change and the costs that may be associated withacts and the regulation of GHGs have the piaten affect
our business in many ways, including negativelyastng the costs we incur in providing our produtsl service:
the demand for and consumption of our productssandgices (due to change in both costs and wea#itrps), an
the economic health of the regions in which we afggrall of which can create financial risks. Rattier
information regarding risks to our business aridiogn climate change related legislation, pleasel the discussic
below under “Our operations are subject to goventaidaws and regulations relating to the protectibthe
environment, which may expose us to significantcasd liabilities and could exceed current expasta.”
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Our operations are subject to governmental laws amdulations relating to the protection of the emghment,
which may expose us to significant costs and ligtiels and could exceed current expectations.

The risk of substantial environmental costs anbiliiges is inherent in natural gas drilling andlixempletion,
gathering, transportation, storage, processingrating, and in the fractionation and storage 6N, and we may
incur substantial environmental costs and lialk#itin the performance of these types of operations.operations
are subject to extensive federal, state and lcoat@enmental laws and regulations governing envirental
protection, the discharge of materials into theiramment and the security of chemical and indubstaicilities.
These laws include:

« Clean Air Act (CAA) and analogous state laws, whitipose obligations related to air emissic

« Clean Water Act (CWA), and analogous states|amhich regulate discharge of wastewaters from our
facilities to state and federal wate

« Comprehensive Environmental Response, Compensand Liability Act (CERCLA), and analogous
state laws, which regulate the cleanup of hazardabstances that may have been released at pesperti
currently or previously owned or operated by utooations to which we have sent wastes for disp:

« Resource Conservation and Recovery Act (RCRAJ, analogous state laws, which impose requiresnent
for the handling and discharge of solid and hazaasdeaste from our facilitie:

Various governmental authorities, including the UESvironmental Protection Agency (EPA) and analsgo
state agencies and the U.S. Department of Hom@&andrity, have the power to enforce compliance tigse law
and regulations and the permits issued under tbéientimes requiring difficult and costly actiofzilure to
comply with these laws, regulations, and permity nesult in the assessment of administrative, canld criminal
penalties, the imposition of remedial obligatiotig imposition of stricter conditions on or revaecatof permits,
and the issuance of injunctions limiting or prevwegtsome or all of our operations.

There is inherent risk of the incurrence of envinemtal costs and liabilities in our business, sofm&hich may
be material, due to our handling of the productgyather, transport, process, fractionate and séiremissions
related to our operations, historical industry agpiens, waste disposal practices, and the priootilew meters
containing mercury. Joint and several, strict ligbmay be incurred without regard to fault undertain
environmental laws and regulations, including CERCRCRA, and analogous state laws, for the remedfiaif
contaminated areas and in connection with spiliel@ases of natural gas and wastes on, underardur
properties and facilities. Private parties, inchgdthe owners of properties through which our pigeaind gathering
systems pass and facilities where our wastes lea far reclamation or disposal, may have the riglgursue legal
actions to enforce compliance as well as to sealadas for non-compliance with environmental lawg an
regulations or for personal injury or property damarising from our operations. Some sites we dpene located
near current or former third-party hydrocarbon ager and processing operations, and there is #hask
contamination has migrated from those sites to.daraddition, increasingly strict laws, regulatsoand
enforcement policies could materially increase@ampliance costs and the cost of any remediatianrttay
become necessary. Our insurance may not covematommental risks and costs or may not providdicent
coverage if an environmental claim is made agaiast

Our business may be adversely affected by increasstd due to stricter pollution control requiretseor
liabilities resulting from non-compliance with repd operating or other regulatory permits. Alse, might not be
able to obtain or maintain from time to time aljuéed environmental regulatory approvals for opermtions. If
there is a delay in obtaining any required envirental regulatory approvals, or if we fail to obtaimd comply with
them, the operation or construction of our fa@ktcould be prevented or become subject to addltzwsts,
resulting in potentially material adverse consegesrio our business, financial condition, resultsperations and
cash flows.

We are generally responsible for all liabilitiesasiated with the environmental condition of ouiliies and
assets, whether acquired or developed, regardiegisem the liabilities arose and whether they arevin or
unknown. In connection with certain acquisitionsl aivestitures, we could acquire, or be requiredrtvide
indemnification against, environmental liabilititst could expose us to material losses, which noaye covered
by insurance. In addition, the steps we could leired to take to bring certain facilities into collance could be
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prohibitively expensive, and we might be requiredghut down, divest or alter the operation of tHasdities,
which might cause us to incur losses.

In addition, legislative and regulatory respons#ated to GHGs and climate change creates the tatéor
financial risk. The U.S. Congress and certain stata/e for some time been considering various faihsgislation
related to GHG emissions. There have also beematienal efforts seeking legally binding reducgdan emissions
of GHGs. In addition, increased public awarenessamcern may result in more state, regional arfétberal
requirements to reduce or mitigate GHG emissions.

Numerous states have announced or adopted progoastebilize and reduce GHGs. In addition, on
December 7, 2009, the EPA issued a final determoimahat six GHGs are a threat to public safety aetfare. This
determination could lead to the direct regulatibGblG emissions in our industry under the EPA’iptetation of
its authority and obligations under the CAA. Theamt actions of the EPA and the passage of anydkdestate
climate change laws or regulations could resuihéneased costs to (i) operate and maintain ouiitfes, (ii) install
new emission controls on our facilities, and @dminister and manage any GHG emissions prograwe Hre
unable to recover or pass through a significarglle¥ our costs related to complying with climatenge regulatory
requirements imposed on us, it could have a matedigerse effect on our results of operations amahtial
condition. To the extent financial markets viewrdite change and GHG emissions as a financialthigkcould
negatively impact our cost of and access to capital

Certain environmental and other groups have sugdd¢bat additional laws and regulations may be ee¢ol
more closely regulate the hydraulic fracturing gescommonly used in natural gas production. Letiisl to
further regulate hydraulic fracturing has been pemgal in Congress and the U.S. Department of Imtbee
announced plans to formalize obligations for disale of chemicals associated with hydraulic frantuon federal
lands. In addition, some state and local authaerhigve considered or formalized new rules relaidd/tiraulic
fracturing and enacted moratoria on such activitiés cannot predict whether any federal, statecalllegislation
or regulation will be enacted in this area andifwhat its provisions would be. If additional Ié&vef reporting,
regulation and permitting were required, our openstand those of our customers could be adveedtdgted.

We make assumptions and develop expectations abssible expenditures related to environmental itiomd
based on current laws and regulations and cuméartpretations of those laws and regulations.dfittterpretation
of laws or regulations, or the laws and regulatittresnselves, change, our assumptions may chandgengmew
capital costs incurred to comply with such changay not be recoverable under our regulatory ratestre or our
customer contracts. In addition, new environmelatak and regulations might adversely affect oudpots and
activities, including drilling, processing, fraatiation, storage and transportation, as well asenastnagement and
air emissions. For instance, federal and statecg®iould impose additional safety requirementg,af which
could affect our profitability.

If third -party pipelines and other facilities interconnectéo our pipelines and facilities become unavailalib
transport natural gas and NGLs or to treat naturghs, our revenues could be adversely affected.

We depend upon thirparty pipelines and other facilities that providdivkry options to and from our pipelin
and facilities for the benefit of our customersc&ease we do not own these third-party pipelindaditities, their
continuing operation is not within our controlthiese pipelines or other facilities were to becoemeporarily or
permanently unavailable for any reason, or if tigtqaut were reduced because of testing, line regamage to the
pipelines or facilities, reduced operating pressuiack of capacity, increased credit requirementates charged |
such pipelines or facilities or other causes, we @ customers would have reduced capacity tep@m, store or
deliver natural gas or NGL products to end use etarér to receive deliveries of mixed NGLs, thereducing ou
revenues. Any temporary or permanent interrupticang key pipeline interconnect or in operationghurd-party
pipelines or facilities that would cause a matemgluction in volumes transported on our pipelioiesur gathering
systems or processed, fractionated, treated cedsarour facilities could have a material adverféect on our
business, results of operations, financial condidad cash flows.
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Our businesses are subject to complex governmegtitations. The operation of our businesses might
adversely affected by changes in these regulations their interpretation or implementation, or t introduction
of new laws or regulations applicable to our buss®es or our customers.

Existing regulations might be revised or reintetpde new laws and regulations might be adoptecooime
applicable to us, our facilities or our customers] future changes in laws and regulations coue laamaterial
adverse effect on our financial condition, resafteperations and cash flows. For example, sevamlres on third
party pipelines have occurred recently. In respovaegous legislative and regulatory reforms asseci with
pipeline safety and integrity have been proposeduding reforms that would require increased picio
inspections, installation of additional valves atlder equipment on our gas pipelines and subjeetiftitional
pipelines (including gathering facilities) to magingent regulation. Such reforms, if adopted |d®ignificantly
increase our costs.

Legal and regulatory proceedings and investigatiae$ating to the energy industry have adverselyeaffed our
business and may continue to do so.

Public and regulatory scrutiny of the energy indubtas resulted in increased regulation being ejtheposed
or implemented. Such scrutiny has also resultadiious inquiries, investigations and court proéegsl in which
we are a named defendant. Both the shippers opipelines and regulators have rights to challehgeates we
charge under certain circumstances. Any succesikéilenge could materially affect our results oéigtions.

Certain inquiries, investigations and court prodegsl are ongoing. Adverse effects may continuer@salt of
the uncertainty of these ongoing inquiries and geolings, or additional inquiries and proceedingfebgral or state
regulatory agencies or private plaintiffs. In aduit we cannot predict the outcome of any of thiegairies or
whether these inquiries will lead to additionaldegroceedings against us, civil or criminal fimegpenalties, or
other regulatory action, including legislation, efiimight be materially adverse to the operatioawfbusiness and
our revenues and net income or increase our opgradists in other ways. Current legal proceedimgsteer matter
against us including environmental matters, suégulatory appeals and similar matters might reauidverse
decisions against us. The result of such adversigidas, either individually or in the aggregateuld be material
and may not be covered fully or at all by insurance

The recently lifted drilling moratorium in the Gulbf Mexico and potentially more stringent regulatis and
permitting requirements on drilling in the Gulf oMexico could adversely affect our results of opecas,
financial condition and cash flows

The drilling moratorium in the Gulf of Mexico (imfce from May to October 2010) impacted our proiunct
handling, gathering and transportation operatibnsugh production delays which reduced volumesapfiral gas
and oil delivered to our platform, pipeline andhgatng facilities in 2010. In addition, the BureafuOcean Energy
Management, Regulation and Enforcement continudsvelop more stringent drilling and permittinguggments
for producers in the Gulf of Mexico which could saudelays in production or new drilling. A signéit decline or
delay in production volumes in the Gulf of Mexiocoutd adversely affect our operating results, finahoondition
and cash flows through reduced production handisigyities, gathering and transportation volumescpssing
activities or other midstream services.

Risks Related to Employees, Outsourcing of Noncoi®upport Activities, and Technology

Institutional knowledge residing with current empj@es nearing retirement eligibility might not be eguately
preserved

In certain segments of our business, institutitmalwledge resides with employees who have manysyafar
service. As these employees reach retirement ag@eay not be able to replace them with employeeswiparable
knowledge and experience. In addition, we may ecdltle to retain or recruit other qualified indivéds, and our
efforts at knowledge transfer could be inadequétenowledge transfer, recruiting and retentioroet§ are
inadequate, access to significant amounts of iatdmnstorical knowledge and expertise could becomavailable to
us.
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Failure of or disruptions to our outsourcing reladinships might negatively impact our ability to comet our
business.

Some studies indicate a high failure rate of outsiag relationships. Although we have taken stegsuild a
cooperative and mutually beneficial relationshiphvaur outsourcing providers and to closely montbair
performance, a deterioration in the timelinessuality of the services performed by the outsourg@muyviders or a
failure of all or part of these relationships colddd to loss of institutional knowledge and ini@tion of services
necessary for us to be able to conduct our busifiégsexpiration of such agreements or the trawsitif services
between providers could lead to similar lossessfitutional knowledge or disruptions.

Certain of our accounting, information technologgplication development, and help desk services are
currently provided by an outsourcing provider frearvice centers outside of the United States. Thaamic and
political conditions in certain countries from whiour outsourcing providers may provide servicesst@resent
similar risks of business operations located oetsitthe United States previously discussed, inoydsks of
interruption of business, war, expropriation, nagilization, renegotiation, trade sanctions or fiadltion of existing
contracts and changes in law or tax policy, thatgaeater than in the United States.

Risks Related to Weather, other Natural Phenomenaral Business Disruption
Our assets and operations can be adversely affebied/eather and other natural phenomena.

Our assets and operations, including those locaafstore, can be adversely affected by hurricafiess,
earthquakes, tornadoes and other natural phenoamehaeather conditions, including extreme tempeeatu
making it more difficult for us to realize the hasitc rates of return associated with these asset®perations.
Insurance may be inadequate, and in some instanedsave been unable to obtain insurance on coniafigrc
reasonable terms, or insurance has not been aleadbhbll. A significant disruption in operationsasignificant
liability for which we were not fully insured coulthve a material adverse effect on our businesaltseof
operations and financial condition.

Our customers’ energy needs vary with weather ¢mmdi. To the extent weather conditions are aftbbie
climate change or demand is impacted by regula@sssciated with climate change, customers’ enesgycould
increase or decrease depending on the duratiomagditude of the changes, leading either to ine&s/estment
or decreased revenues.

Acts of terrorism could have a material adverseesff on our financial condition, results of operatis and cast
flows.

Our assets and the assets of our customers ang othg be targets of terrorist activities that dadikrupt our
business or cause significant harm to our operstisumch as full or partial disruption to our akilib produce,
process, transport or distribute natural gas, N@Llather commaodities. Acts of terrorism as welkaents occurrin
in response to or in connection with acts of tesmarcould cause environmental repercussions thdtgesult in a
significant decrease in revenues or significanbmstruction or remediation costs, which could haveaterial
adverse effect on our financial condition, resaofteperations and cash flows.

Iltem 1B. Unresolved Staff Commen

None.

Item 2. Properties

We own property in 32 states plus the District ofu®nbia in the United States and in Argentina, Ciana
Venezuela, and Colombia.

Williams Partners generally owns its facilitieshalugh a substantial portion of the pipeline anithg@ng
facilities is constructed and maintained pursuamights-of-way, easements, permits, licenses nseots on and
across properties owned by others. In our Explonadi Production segment, the majority of our owhgrsnterest
is held as working interests in oil and gas leakishdn the Gulf of Mexico region, our Other seginewns a
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5/6 interest in and is the operator of an ethanekar at Geismar, Louisiana. It also owns ethadepaopane
pipeline systems and a refinery grade propylen#espin Louisiana. Its Canadian operations incladeoil sands
off-gas processing plant located near Ft. McMurrdperta, an NGL/olefin fractionation facility atd@water,
Alberta, which is near Edmonton, Alberta, as wslbanew butylene/butane splitter and hydro-tredticdity.

Item 3. Legal Proceeding:

The information called for by this item is providedNote 16 of the Notes to Consolidated Finan8iatement
of this report, which information is incorporatey teference into this item.

Executive Officers of the Registrant

The name, age, period of service, and title of edaiur executive officers as of February 24, 2CGirg, listed

below.

Alan S. Armstrong

Randall L. Barnard

James J. Bendel

Director, Chief Executive Officer, and Presid
Age: 48
Position held since January 20.

Mr. Armstrong became a director, Chief Executivéi€@f, and President
effective January 3, 2011. From February 2002 Jatiluary 2011 he w
Senior Vice President, Midstream and acted as desodf our
Midstream business. From 1999 to February 2002 Avinstrong was
Vice President, Gathering and Processing for Médstr. From 1998 to
1999 he was Vice President, Commercial Developroeritlidstream.
Mr. Armstrong serves as Chairman of the Board anig¢fExecutive
Officer of Williams Partners GP LLC, the generaitpar of WPZ, wher
he was formerly Senior Vice President and a direfcton February 201
and February 2005, respective

Senior Vice President, Gas Pipel
Age: 52
Position held since February 20:

Mr. Barnard acts as President of our Gas Pipelirsiness. Mr. Barnard
served as Vice President of Natural Gas Market gweent from July
2010 to February 2011. From April 2002 to July 20¥@. Barnard was
Senior Vice President of Operations and TechnieabiSe for Williams
Gas Pipeline. From September 2000 to April 200%drged as Preside
of Williams International and Vice President anch&ml Manager of
Williams, and was a director and CEO of Apco Oill&as International
Inc., formerly Apco Argentina. From June 1997 tpt@enber 2000,

Mr. Barnard was General Manager of Williams Intéiorzal in
Venezuela. Mr. Barnard is a director and Senioe\Reesident, Gas
Pipeline, of Williams Partners GP LLC, the gengraitner of WPZ,
Chairman of the Board of the Gas Technology Ins&iand is Vice Chair
of the Common Ground Allianc

Senior Vice President and General Coul
Age: 54
Position held since December 20

Prior to joining us, Mr. Bender was Senior Vice$ent and General
Counsel with NRG Energy, Inc., a position held sidane 2000, prior to
which he was Vice President, General Counsel antegry of NRG
Energy Inc. NRG Energy, Inc. filed a voluntary bamkcy
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Donald R. Chappel

Robyn L. Ewing

Ralph A. Hill

Rory L. Miller

Ted T. Timmermans

petition during 2003 and its plan of reorganizatices approved in
December 2003. Mr. Bender has served as the Gabeualsel of
Williams Partners GP LLC, the general partner ofAMihce February
2005 and was General Counsel of Williams Pipelifel&C, the gener:
partner of WMZ from August 2007 until its mergetltviWPZ in August
2010.

Senior Vice President and Chief Financial Offi
Age: 59
Position held since April 200:

Prior to joining us, Mr. Chappel held various fic#i, administrative ar
operational leadership positions. Mr. Chappel alwes as Chief
Financial Officer and a director of Williams Pantsé&P LLC, the
general partner of WPZ. He was Chief Financial €ffifrom August
2007 and a director from January 2008 of Willianzekne GP LLC, the
general partner of WMZ until its merger with WPZAngust 2010.

Mr. Chappel is a director of SUPERVALU, Inc., Engligsurance
Mutual Limited, the Childrers Hospital Foundation at St. Francis anc
Family & Children Services of Oklahom

Senior Vice President and Chief Administrative €¢fi
Age: 55
Position held since April 200:

From 2004 to 2008 Ms. Ewing was Vice President ofrtdn Resources.
Prior to joining Williams, Ms. Ewing worked at MART, which merged
with Williams in April 1998. She began her careéthvCities Service
Company in 197¢€

Senior Vice President, Exploration & Product
Age: 51
Position held since December 19

Mr. Hill acts as President of our Exploration & Bugtion business unit.
He was Vice President of the Exploration & Produttbusiness from
1993 to 1998 as well as Senior Vice President Remo Services from
1998 to 2003. Mr. Hill serves as a director of Agiband Gas
International Inc. and Petrolera Entre Lomas ¢

Senior Vice President, Midstree
Age: 50
Position held since January 20.

Mr. Miller acts as President of the Williams Parsimidstream busines
He was a Vice President of the Williams Partnemdsineam business
from May 2004 to December 2011. Mr. Miller alsover as a director
and Senior Vice President, Midstream of WilliamstRers GP LLC, the
general partner of WP

Vice President, Controller, and Chief Accountindi€fr
Age: 54
Position held since July 200

Mr. Timmermans has served as Vice President, Ciberti& Chief
Accounting Officer of Williams since July 2005. Herved as Assistant
Controller of Williams from April 1998 to July 200Mr. Timmermans i
also Vice President, Controller & Chi
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Phillip D. Wright

Accounting Officer of Williams Partners GP LLC, theneral partner of
WPZ and served as Chief Accounting Officer of Véiflis Pipeline
Partners GP LLC, the general partner of WMZ fromuzay 2008 until
its merger with WPZ in August 201

Senior Vice President, Corporate Developn
Age: 55

Position held since February 20:

Mr. Wright has served as Senior Vice PresidentpG@te Development
since February 2011. He served as Senior Vice d&esiGas Pipeline
and acted as President of our Gas Pipeline busireaslanuary 2005 to
February 2011. From October 2002 to January 2085¢ehved as Chief
Restructuring Officer. From September 2001 to Oetdi02,

Mr. Wright served as President and Chief ExecuBifficer of our
subsidiary, Williams Energy Services, LLC. From @ashtil September
2001, he was Senior Vice President, Enterprise Dpugent and
Planning for our energy services group. Mr. Wrighitved as a director
and Chief Operating Officer of Williams Pipeline GRC, the general
partner of WMZ until its merger with WPZ in Augu&®10 and was a
director and Senior Vice President, Gas Pipelihgyilliams Partners G
LLC, the general partner of WPZ from January 2@ Bebruary 2011
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PART Il

Item 5. Market for Registran’'s Common Equity, Related Stockholder Matters arsslier Purchases of Equity
Securities

Our common stock is listed on the New York Stockltange under the symbol “WMB.” At the close of
business on February 21, 2011, we had approxim&a60332 holders of record of our common stock. fiigh and
low sales price ranges (New York Stock Exchangepmsite transactions) and dividends declared bytgutor

each of the past two years are as follows:

2010 2009
Quarter High Low Dividend High Low Dividend
1st $23.7¢ $19.51 $ 0.11 $16.87 $ 952 $0.11
2nd $24.6¢ $18.1¢€ $0.12F  $17.9¢ $11.3( $0.11
3rd $21.0C $17.5¢ $0.12F $19.21 $13.5¢  $0.11
4th $24.8¢ $18.8¢ $0.12t  $21.5¢ $16.57 $0.11

Some of our subsidiaries’ borrowing arrangementg linait the transfer of funds to us. These termgehaot
impeded, nor are they expected to impede, ourtpbdipay dividends.

Performance Graph

Set forth below is a line graph comparing our clativé total stockholder return on our common stock
(assuming reinvestment of dividends) with the clatiué total return of the S&P 500 Stock Index amel t
Bloomberg U.S. Pipeline Index for the period offifiscal years commencing January 1, 2006. TherBlbmvg
U.S. Pipeline Index is composed of El Paso, Enlesi®pectra Energy, TransCanada Corp. and Willidims.graph
below assumes an investment of $100 at the begjrofithe period.

Cumulative Total Shareholder Return

$230
—{+ The Williams Companies, Inc.
2 S&P 500 Index
3200 — —0— Bloomberg U5, Pipelines Index
£
= $150 A
g
H1000 T
150
2005 20006 2007 2008 2009 2010
2005 2006 2007 2008 2009 2010
The Williams Companies, Inc 100.C 114.¢ 158.€ 65.2 97.¢ 117.¢
S&P 500 Inde» 100.C 115.¢ 122.1 77.C 97.2 112.C
Bloomberg U.S. Pipelines Ind 100.C 115.¢ 137.¢ 84.C 119.C 146.:

42




Table of Contents

Iltem 6. Selected Financial Dat:

The following financial data at December 31, 20h6 2009, and for each of the three years in thegended
December 31, 2010, should be read in conjunctidh thie other financial information included in Pisitem 7,
Managemer's Discussion and Analysis of Financial ConditiamdaResults of Operatiorsd Part Il, Item 8,
Financial Statements and Supplementary Lof this Form 10-K. All other financial data has hgwepared from
our accounting records.

2010 2009 2008 2007 2006
(Millions, except per-share amounts)
Revenue: $ 9,616 $ 8,258 $11,89( $10,23¢ $ 9,14«
Income (loss) from continuing operations (91€) 584 1,46 91C 36¢€
Income (loss) from discontinued operations (6) (229 12t 17C ()
Amounts attributable to The Williams Companies,.]
Income (loss) from continuing operatic (2,097) 43¢ 1,30€ 82¢ 332
Income (loss) from discontinued operatic (6) (159 112 161 (23
Diluted earnings (loss) per common shi
Income (loss) from continuing operatic (1.87) 75 2.21 1.37 .5E
Income (loss) from discontinued operatic (0.00) (0.2¢) 0.1¢ 0.2¢ (0.09
Total assets at December 24,97: 25,28( 26,00¢ 25,06! 25,40:
Short-term notes payable and long-term debt duleinvit
one year at December 50¢ 17 18 10¢ 35¢
Long-term debt at December ! 8,60( 8,25¢ 7,68: 7,58( 7,41(C
Stockholder' equity at December & 7,28¢ 8,44 8,44( 6,37t 6,07:
Cash dividends declared per common sl 0.48¢ 44 A3 .39 .34t

(1) Loss from continuing operations for 2010 includé4&million of pre-tax costs associated with our
restructuring, as well as approximately $1.7 hillaf impairment charges related to goodwill andaiar
properties at Exploration & Production. See Not# Alotes to Consolidated Financial Statementsddher
discussion of asset sales, impairments, and otieeuals in 2010, 2009, and 2008. Income from caiiriig
operations for 2006 includes a $73 million chamgedf litigation contingency and a $167 million dpfor a
securities litigation settlement and related cc

(2) See Note 2 of Notes to Consolidated Financial 8tatgs for the analysis of the 2010, 2009, and 2008me
(loss) from discontinued operations. The discorgthaperations results for 2007 includes our forpmaver
business and our discontinued Venezuela operafi¢resdiscontinued operations results for 2006 idetuour
former power business, discontinued Venezuela tipes as well as amounts associated with our forme
chemical fertilizer business, a former exploratimsiness, our former Alaska refinery, and our farme
distributive power busines
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Item 7. Managemen's Discussion and Analysis of Financial Conditionnal Results of Operations
General

We are primarily an integrated natural gas compargaged in finding, producing, gathering, processamd
transporting natural gas. Our operations are lacptmcipally in the United States and are orgathingo the
following segments as of December 31, 2010: WilkdPartners, Exploration & Production, and Otheee(Slote 1
of Notes to Consolidated Financial Statements antIPltem 1 for further discussion of these segisg

Unless indicated otherwise, the following discussamd analysis of critical accounting estimatesulits of
operations, and financial condition and liquidigfates to our current continuing operations andishioe read in
conjunction with the consolidated financial statetseand notes thereto included in Part Il, Itenf this document.

Change in Structure and Dividend Increase

On February 16, 2011, we announced that our BdalBdrectors approved pursuing a plan to separae th
company into two standalone, publicly traded coafions. The plan calls for the separation of oynl@ation and
production business into a publicly traded compaayan initial public offering of up to 20 percesftour interest in
the third quarter of 2011. We intend to completedffering so that it preserves our ability to cdetg a tax-free
spinoff of our remaining ownership in the explooatiand production business to Williams’ sharehader2012,
after which Williams would continue as a premietunal gas infrastructure company. We retain therdison to
determine whether and when to execute the spinoff.

Additionally, we intend to increase the quarteriyidiend paid to our shareholders, with an initiadrease of
60 percent (to $0.20 per share), for the first tprasf 2011 payable in June 2011.

Management believes these actions will serve tarcdthe growth potential and overall valuatioowf
assets.

Overview of 2010

The effects of the severe economic recession dieieg2008 and 2009 have eased during 2010. Cribdad
NGL prices have returned to attractive levels,raitral gas prices have remained low. Natural gasgphave
remained low and forward natural gas prices haetirds, primarily as a result of significant incsea in near- and
long-term supplies, which have outpaced near-tesmahd growth. The decline in forward natural gasesr
contributed significantly to impairments recordgddur Exploration & Production segment in the thguarter of
2010. However, lower natural gas prices, along withng NGL prices and ethane demand, contributéahproved
results in our midstream businesses. Abundant@metbst natural gas reserves in the United States a
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driving strong demand for midstream and pipelirfeastructure. Objectives and highlights of our plan2010

include:

Objectives

Highlights

interstate natural gas pipeline systems.

Continuing to invest in our gathering and procegsind

We invested $1 billion in capital and investment
expenditures in our midstream businesses and alsq
invested $473 million in capital expenditures i gas
pipelines during 201(

Continuing to invest in our natural gas production
development.

We invested $2.8 billion in drilling activity and
acquisitions in Exploration & Production, including
$1.7 billion related to acquisitions in the Bakkaerd
Marcellus Shale area

Retaining the flexibility to adjust our planned ¢t of
capital and investment expenditures in response to
changes in economic conditions, as well as seizing
attractive opportunities.

During 2010, our Williams Partners and Explorat&br
Production segments seized growth opportunities t
expand in the Marcellus Shale, while Exploration &
Production further diversified into oil productiarith

an acquisition in North Dakota’'s Bakken Shale. (S¢
further discussion in Other Significant 2010 Evénts
These expenditures were funded through cash flow
from operations, debt and equity offerings at W&axg
cash on hand, while maintaining our desired le¥el g
liquidity of at least $1 billion frontash and cash

A=)

D

equivalentsand unused revolving credit facilitie

Our 2010 income (loss) from continuing operatiottstatable to The Williams Companies, Inc. changed
unfavorably by $1.5 billion compared to 2009. Tékéxrease is primarily reflective of a $1 billiodlfimpairment
charge related to goodwill at Exploration & Prodoctand $678 million of pre-tax charges associatéd
impairments of certain producing properties anduaeg unproved reserves at Exploration & Productiaring the
third quarter of 2010. Additionally, we had $648lmmn of pre-tax costs associated with our 201Qrresuring,
including $606 million of early debt retirement taPartially offsetting these costs is the impdan improved
energy commodity price environment in 2010 comp&oe2009. See additional discussion in Resultse#r@tions.

Our net cash provided by operating activities f@t@ increased $79 million compared to 2009, pritpahie to
the improvement in the energy commodity price esrvinent during the year. See additional discussion i
Management’s Discussion and Analysis of Financ@dition and Liquidity.

Other Significant 2010 Events

On February 17, 2010, we completed a strategicuesiring that involved contributing certain of auholly
and partially owned subsidiaries to WPZ, our coidsdéd master limited partnership, and restructuouar debt (se

Note 11 of Notes to Consolidated Financial Stategs)e

In May 2010, Exploration & Production announceda@onacreage acquisition in the Marcellus Shalated
in northeast Pennsylvania. In July 2010, the pueheas completed for $599 million, including cl@sadjustment:
(See Results of Operations — Segments, Explor&iBnoduction.)

On May 24, 2010, WPZ and WMZ entered into a meeggeement providing for the merger of WMZ and
WPZ. On August 31, 2010, the WMZ unitholders appibthe proposed merger between the two masteetimit

partnerships and the merger was completed.

In July 2010, we notified our partner in the Ovad&ass Pipeline Company LLC (OPPL) of our election
exercise our option to purchase an additional oslmprinterest, which provides us with a 50 peraswmership
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interest in OPPL, for approximately $424 milliorhi$ transaction was completed on September 9, Z0t0arily
with proceeds from WPZ'’s credit facility. (See Résof Operations —Segments, Williams Partners.) Additiona
WPZ completed an equity offering resulting in neiqeeds of $437 million, which were used to redihee
borrowing under WPZ'’s credit facility.

In October 2010, we filed an application with tredBral Energy Regulatory Commission (FERC) to uggra
compressor facilities and expand our existing ratgas transmission system from Alabama to madeftar north
as North Carolina. The cost of the project is eated to be $219 million. The project is expectebdghased into
service in September 2012 and June 2013, with@ease in capacity of 225 Mdt/d.

In November 2010, WPZ acquired a business fromdtagibn & Production represented by certain gatteeri
and processing assets in Colorado’s Piceance Basi702 million in cash, approximately 1.8 mihiof
WPZ common units and an increase in the capitalattcof its general partner to allow us to maintain 2 percent
general partner interest. (See Note 1 of Notesotus@lidated Financial Statements.)

In November 2010, WPZ completed a public offeriig®00 million of its 4.125 percent senior noteg @020
WPZ used the net proceeds from the offering to fapdrtion of the cash consideration paid for ttevipusly
described gathering and processing assets in tieamie basin. (See further discussion in ResulBpefations —
Segments, Williams Partners.)

In December 2010, WPZ acquired a midstream busineBsnnsylvania’s Marcellus Shale for $150 million
(See further discussion in Results of OperationSegments, Williams Partners.)

In December 2010, Exploration & Production acquiaezbmpany that holds a major acreage position
(approximately 85,800 net acres) in North DakoBegken Shale oil play that will diversify our ingsts into light,
sweet crude oil production. The purchase price apgsoximately $949 million, including closing adjuents.

In December 2010, WPZ completed a public offerihg million of its common units, representing lirmit-
partner interests. WPZ used the net proceeds fneradmmon unit public offering for repayment of208 million
borrowing under the partnership’s credit facilig, well as funding a portion of the considerationtiie acquisition
of midstream assets in Pennsylvania’s MarcelludeéShede made a cash contribution to WPZ in orden#ontain
our 2 percent general partner interest in the peship. As a result of the offering, our limitedtpar interest in the
partnership was reduced to 73 percent. See adadlitiiecussion in Management’s Discussion and Arsalys
Financial Condition and Liquidity.

Outlook for 2011

We believe we are well positioned to execute on20rl business plan and to capture attractive drowt
opportunities. Economic and commodity price indicatfor 2011 and beyond reflect continued improvenie the
economic environment. However, given the poteniiddtility of these measures, it is reasonably fieghat the
economy could worsen and/or commaodity prices cdeldline, negatively impacting future operating tessand
increasing the risk of nonperformance of countdigsuor impairments of long-lived assets.

As a result of our 2010 restructuring, as previpasscussed, we are better positioned to drivetaofdil
organic growth and aggressively pursue valdding growth opportunities. Our structure is destjto lower capiti
costs, enhance reliable access to capital maikedscreate a greater ability to pursue developiperécts and
acquisitions.

We continue to operate with a focus on increasiognémic Value Adde® (EVA ®) 1and invest in our
businesses in a way that meets customer needsaadees our competitive position by:

¢ Continuing to invest in and grow our gatheramgl processing, interstate natural gas pipelistenys, and
natural gas and oil drilling

1 Economic Value Adde8 (EVA ®) is a registered trademark of Stern, Stewart & Tos tool considers both
financial earnings and a cost of capital in meaguperformance. We look for opportunities to imgd&aVA @
because we believe there is a strong correlatiomdem EVA® improvement and creation of shareholder value.
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¢ Retaining the flexibility to adjust somewhair@lanned levels of capital and investment exgenes in
response to changes in economic conditions or bssiapportunities

Potential risks and/or obstacles that could imgaetexecution of our plan include:

< Lower than anticipated energy commodity pric

« Lower than expected levels of cash flow from operes;

« Availability of capital;

« Counterparty credit and performance ri

» Decreased drilling success at Exploration & Proidnc

» Decreased volumes from third parties served bynddstream businesse
» General economic, financial markets, or industryvitoirn;

« Changes in the political and regulatory environrag

« Physical damages to facilities, especially dgento offshore facilities by named windstormsviiich our
aggregate insurance policy limit is $75 milliontie event of a material los

We continue to address these risks through utidinaif commodity hedging strategies, disciplinedeistment
strategies, and maintaining at least $1 billiosansolidated liquidity from cash and cash equivislemd unused
revolving credit facilities. In addition, we utiBzmaster netting agreements and collateral reqeinéstwith our
counterparties to reduce credit risk and liquid@guirements.

Critical Accounting Estimates

The preparation of financial statements in confeymiith generally accepted accounting principleguiees
management to make estimates and assumptions. YWeeddaewed the selection, application, and distle®f
these critical accounting estimates with our A@bimmittee. We believe that the nature of thesenaséis and
assumptions is material due to the subjectivity jaddment necessary, or the susceptibility of sueltters to
change, and the impact of these on our financiadlition or results of operations.

Impairments of Goodwill and Long-Lived Assets

We have assessed goodwill for impairment annuallgfahe end of the year and we have performediinte
assessments of goodwill if impairment triggeringmg or circumstances were present. One such tinggevent is
a significant decline in forward natural gas prid@aring the first and second quarter of 2010, wedw@ated the
impact of declines in forward gas prices acrosuéilire production periods and determined thairt@act was not
significant enough to warrant a full impairmentiesv. Forward natural gas prices through 2025 usebi@se prior
analyses had declined less than 10 percent, oage/girom December 31, 2009 through March 31, 201D
June 30, 2010. During the third quarter of 2016sénhforward natural gas prices through 2025 detmeadditional
19 percent for a total year-to-date decline of nmhas 22 percent on average through September030, Based on
forward prices as of September 30, 2010, we evedutdie impact of this decline across all futuredpition periods
and determined that a full impairment review wasramted.

As a result, we evaluated our goodwill of approxieha$1 billion resulting from a 2001 acquisition a
Exploration & Production related to its domestitunal gas production operations (the reporting)u@ur
impairment evaluation of goodwill first considerear management’s estimate of the fair value ofréperting unit
compared to its carrying value, including goodwiithe carrying value of the reporting unit exceddts fair value,
a computation of the implied fair value of the gaditiwas compared with its related carrying valifehe carrying
value of the reporting unit goodwill exceeded tinplied fair value of that goodwill, an impairmenss was
recognized in the amount of the excess. Becaustedjuoarket prices were not available for the rapgrtinit,
management applied reasonable judgments (includaret supported assumptions when available) imathg
the fair value for the reporting unit. We estimatied fair value of the reporting unit on a standial basis and also
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considered our market capitalization and thirdyastimates in corroborating our estimate of thevalue of the
reporting unit.

The fair value of the reporting unit was estimgbeidharily by valuing proved and unproved reseris. use a
income approach (discounted cash flows) for valuesgrves. The significant inputs into the valuaté proved an
unproved reserves include reserve quantities, fahwatural gas prices, anticipated drilling andraging costs,
anticipated production curves, income taxes, ampdagpiate discount rates. To estimate the fair ealfithe
reporting unit and the implied fair value of gootdwider a hypothetical acquisition of the repagtimit, we
assumed a tax structure where a buyer would obtatep-up in the tax basis of the net assets aatjuir

In our assessment as of September 30, 2010, thentavalue of the reporting unit, including goodiyvi
exceeded its fair value. We then determined thatrttplied fair value of the goodwill was zero. Asesult, we
recognized a full $1 billion impairment charge tethto Exploration & Production’s goodwill. See Het and
Note 14 of Notes to Consolidated Financial Statesfor additional discussion and significant input® the fair
value determination.

We evaluate our long-lived assets for impairmenemvive believe events or changes in circumstancésaite
that we may not be able to recover the carryingezaur computations utilize judgments and asswngtihat
include the estimated fair value of the asset, sgulinted future cash flows, discounted future fasts, and the
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If cash flow hedge accounting or accrual accounsngpt applied, a derivative is subject to
mark-to-market accounting. Determination of thecarting method involves significant judgments and
assumptions, which are further described below.

The determination of whether a derivative contrpdlifies as a cash flow hedge includes an anabfsis
historical market price information to assess whethe derivative is expected to be highly effexiiv offsetting th
cash flows attributed to the hedged risk. We atseas whether the hedged forecasted transactiookiable of
occurring. This assessment requires us to exdraiggnent and consider a wide variety of factoraddition to our
intent, including internal and external forecakistorical experience, changing market and businesditions, our
financial and operational ability to carry out fleeecasted transaction, the length of time unélfitrecasted
transaction is projected to occur, and the quanfithe forecasted transaction. In addition, we gara actual cash
flows to those that were expected from the undeglyisk. If a hedged forecasted transaction igonobable of
occurring, or if the derivative contract is not egped to be highly effective, the derivative doesqualify for hedg:
accounting.

For derivatives designated as cash flow hedgesnug periodically assess whether they continuautdify for
hedge accounting. We prospectively discontinue dedgounting and recognize future changes in &irevdirectly
in earnings if we no longer expect the hedge thibkly effective, or if we believe that the heddetecasted
transaction is no longer probable of occurringh# forecasted transaction becomes probable ajamtrring, we
reclassify amounts previously recorded in other m@hensive income into earnings in addition to pecsively
discontinuing hedge accounting. If the effectiveneflthe derivative improves and is again expetidze highly
effective in offsetting the cash flows attributecthe hedged risk, or if the forecasted transacigain becomes
probable, we may prospectively re-designate thvalére as a hedge of the underlying risk.

Derivatives for which the normal purchases and mbsales exception has been elected are accoiworted air
accrual basis. In determining whether a derivaweigible for this exception, we assess whetherdontract
provides for the purchase or sale of a commodéy Will be physically delivered in quantities exptto be used
sold over a reasonable period in the normal coofrbeisiness. In making this assessment, we consigaeerous
factors, including the quantities provided under ¢ontract in relation to our business needs, éelilocations per
the contract in relation to our operating locatiahsration of time between entering the contract @glivery, past
trends and expected future demand, and our pagiqes and customs with regard to such contracatditionally,
we assess whether it is probable that the contrilatesult in physical delivery of the commoditp@not net
financial settlement.

Since our energy derivative contracts could be @il for in three different ways, two of which atective,
our accounting method could be different from thedd by another party for a similar transactionti&rmore, the
accounting method may influence the level of véitstin the financial statements associated withrgdes in the fa
value of derivatives, as generally depicted below:

Consolidated Statement of Operations Consolidated Balance Sheet
Accounting Method Drivers Impact Drivers Impact
Accrual Accounting Realizations Less Volatility None No Impact
Fair Value
Cash Flow Hedge Accountir Realizations & Ineffectivene:  Less Volatility Change: More Volatility
Fair Value
Mark-to-Market Accounting Fair Value Change More Volatility Change: More Volatility

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

Additional discussion of the accounting for enecgytracts at fair value is included in Notes 1 4B6dbf Notes
to Consolidated Financial Statements.
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Oil- and Ga-Producing Activities

We use the successful efforts method of accouritingur oil- and gas-producing activities. Estinthteatural
gas and oil reserves and forward market pricesif@nd gas are a significant part of our financialculations.
Following are examples of how these estimates tfie@ncial results:

« Anincrease (decrease) in estimated provedrallgas reserves can reduce (increase) our
depreciation, depletion, and amortization ra

« Changes in oil and gas reserves and forward mariags both impact projected future cash flows fiaur
oil and gas properties. This, in turn, can impagtmeriodic impairment analyse

The process of estimating natural gas and oil veseis very complex, requiring significant judgménthe
evaluation of all available geological, geophysieaigineering, and economic data. After being extthinternally,
approximately 94 percent of our domestic resertimases are audited by independent experts. (Sed, P@m 1
for further discussion.) The data may change suhatly over time as a result of numerous factorsluding
additional development cost and activity, evolvprgduction history, and a continual reassessmetiteo¥iability
of production under changing economic conditions afresult, material revisions to existing resexstimates could
occur from time to time. Such changes could triggeimpairment of our oil and gas properties anceten impact
on ourdepreciation, depletion, and amortizatierpense prospectively. For example, a change abajpately 10
percent in our total oil and gas reserves coulchgbaur annualepreciation, depletion, and amortizatierpense
between approximately $77 million and $94 millidime actual impact would depend on the specificrisasi
impacted and whether the change resulted from prdegeloped, proved undeveloped, or a combinatidnese
reserve categories.

Forward market prices, which are utilized in oupairment analyses, include estimates of pricepdoiods
that extend beyond those with quoted market pritkis forward market price information is consistesith that
generally used in evaluating our drilling decisi@amsl acquisition plans. These market prices faréuperiods
impact the production economics underlying oil gad reserve estimates. The prices of natural ghsihare
volatile and change from period to period, thusaetpg our estimates. Significant unfavorable clesrig the
forward price curve could result in an impairmehbor oil and gas properties.

Contingent Liabilities

We record liabilities for estimated loss contingesgcincluding environmental matters, when we astes a
loss is probable and the amount of the loss caedmonably estimated. Revisions to contingentliieds are
generally reflected in income when new or differfacts or information become known or circumstaradenge
that affect the previous assumptions with respette likelihood or amount of loss. Liabilities foontingent losses
are based upon our assumptions and estimates andcadpice of legal counsel, engineers, or othed tharties
regarding the probable outcomes of the matter. Aoéaignificance include certain royalty-relateuiather
litigated matters, as well as environmental mattdssnew developments occur or more informatiorobees
available, our assumptions and estimates of thalsities may change. Changes in our assumptiodsestimates
or outcomes different from our current assumptiand estimates could materially affect future resaftoperations
for any particular quarterly or annual period. Skxte 16 of Notes to Consolidated Financial Statamen

Valuation of Deferred Tax Assets and Tax Contingées

We have deferred tax assets resulting from cemaistments and businesses that have a tax basieéss of
the book basis and from tax carry-forwards gendrai¢he current and prior years. We must evaludiether we
will ultimately realize these tax benefits and bE&h a valuation allowance for those that maybwetealizable. Th
evaluation considers tax planning strategies, dinlyassumptions about the availability and charaat future
taxable income. When assessing the need for ati@uglowance, we consider forecasts of future pany
performance, the estimated impact of potentialtadispositions, and our ability and intent to exedax planning
strategies to utilize tax carryovers. The ultimateount of deferred tax assets realized could benally different
from those recorded, as influenced by potentiahgka in jurisdictional income tax laws and thewinstances
surrounding the actual realization of related tssegs, including the impact of organizational anctural changes.
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We regularly face challenges from domestic andiforéax authorities regarding the amount of taxes.d
These challenges include questions regarding tiadiand amount of deductions and the allocatioinaime
among various tax jurisdictions. We evaluate thbility associated with our various filing posit®hy applying the
two step process of recognition and measuremesgtuliimate disposition of these contingencies cdalde a
significant impact on operating results and nehdaswvs. To the extent we were to prevail in mattiar which
accruals have been established or were requirgdyt@mounts in excess of our accrued liability, effective tax
rate in a given financial statement period may la¢emally impacted.

See Note 5 of Notes to Consolidated Financial 8tates for additional information.

Pension and Postretirement Obligations

We have employee benefit plans that include perenghother postretirement benefits. Net perioditefie
expense and obligations for these plans are impdgterarious estimates and assumptions. Theseatstmand
assumptions include the expected long-term ratestofn on plan assets, discount rates, expecteafa
compensation increase, health care cost trend mtdsemployee demographics, including retiremgatand
mortality. These assumptions are reviewed annaaityadjustments are made as needed. The assumyttizes]
to compute expense and the benefit obligationstawa/n in Note 7 of Notes to Consolidated FinanSiatements.

The following table presents the estimated incrédserease) in net periodic benefit expense andatiins
resulting from a one-percentage-point change irspieeified assumption.

Benefit Expense Benefit Obligation
One-Percentage- One-Percentage- One-Percentage- One-Percentage-
Point Increase _ Point Decrease Point Increase Point Decrease
(Millions)
Pension benefits
Discount rate $(10) $11 $(139) $15¢
Expected long-term rate of return on plan
assets (20 10 — —
Rate of compensation incree 3 3 14 12
Other postretirement benefi
Discount rate 3 3 (35) 43
Expected long-term rate of return on plan
assets 2 2 — —
Assumed health care cost trend | 5 4 39 32

Our expected long-term rates of return on plantasas determined at the beginning of each fiseat,yare
based on the average rate of return expected durtlds invested in the plans. We determine our-emm expecte
rate of return on plan assets using our expectwbbieapital market results, which includes an ysialof historical
results as well as forward-looking projections. 3deapital market expectations are based on ateyngperiod of
at least ten years and consider our investmeriegirand mix of assets, which is weighted towanchéstic and
international equity securities. We develop oureztations using input from several external soyncesuding
consultation with our third-party independent inwesnt consultant. The forward-looking capital marejections
are developed using a consensus of economiststtfms for inflation, GDP growth, and dividendtlg along
with expected changes in risk premiums. The capitaket return projections for specific asset @asn the
investment portfolio are then applied to the rglativeightings of the asset classes in the invedtpmntfolio. The
resulting rate is an estimate of future results #mas, likely to be different than actual results.

The capital markets continued to improve in 2016 e benefit plans’ assets reflect this improvetmésile
the 2010 investment performance was greater thamqected rates of return, the expected ratestofr on plan
assets are long-term in nature and are not sigmifig impacted by short-term market performancear@jes to our
asset allocation would also impact these expeeties of return. Our expected lotegm rate of return on plan ass
used for our pension plans had been 7.75 perascg 2i006. In 2010, we reduced our expected long-tate of
return on pension plan assets to 7.5 percent.rédisction was implemented due to changes in long-tapital
market expectations and our intent to slightly mdthe equity exposure and increase the fixed iecexposure in
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the investment portfolio. The 2010 actual returrptan assets for our pension plans was a gainmbapmately
12.9 percent. The ten-year average rate of retugpension plan assets through December 2010 wasxaptely
3.3 percent and is largely affected by the apprexéty 34.1 percent loss experienced in 2008.

The discount rates are used to measure the bebéfjations of our pension and other postretirenxemefit
plans. The objective of the discount rates is temine the amount, if invested at the Decemben8asurement
date in a portfolio of high-quality debt securitiéisat will provide the necessary cash flows whendfit payments
are due. Increases in the discount rates decreagbligation and, generally, decrease the rekatpdnse. The
discount rates for our pension and other postratrg benefit plans are determined separately basah approach
specific to our plans and their respective expebtatkfit cash flows as described in Note 7 of NategSonsolidated
Financial Statements. Our discount rate assumptomgmpacted by changes in general economic amketa
conditions that affect interest rates on long-téigh-quality debt securities as well as by the dareof our plans’
liabilities.

The expected rate of compensation increase refisegeerage long-term salary increases. An incrieaes
rate causes the pension obligation and expenserease.

The assumed health care cost trend rates are bagetional trend rates adjusted for our actudbhital cost
rates and plan design. An increase in this ratsesathe other postretirement benefit obligationepense to
increase.

Fair Value Measurements

A limited amount of our energy derivative assets Babilities trade in markets with lower availatyilof
pricing information requiring us to use unobsereabbputs and are considered Level 3 in the fainedlierarchy. At
December 31, 2010, less than 1 percent of our griengvative assets and liabilities measured ataiue on a
recurring basis are included in Level 3. For Le#lansactions, we do not make significant adjustsi®
observable prices in measuring fair value as weal@enerally trade in inactive markets.

The determination of fair value for our energy dafive assets and liabilities also incorporategithe value o
money and various credit risk factors which carude the credit standing of the counterparties lvea, master
netting arrangements, the impact of credit enhaeoésn(such as cash collateral posted and lettansedit) and our
nonperformance risk on our energy derivative litib8. The determination of the fair value of oneggy derivative
liabilities does not consider noncash collaterabirenhancements. For net derivative assets, plg acredit
spread, based on the credit rating of the countisrpgainst the net derivative asset with thainterparty. For net
derivative liabilities we apply our own credit ragi. We derive the credit spreads by using the catpdandustrial
credit curves for each rating category and buildirgurve based on certain points in time for eating category.
The spread comes from the discount factor of tb&vidual corporate curves versus the discount faattohe
LIBOR curve. At December 31, 2010, the credit resas less than $1 million on both our net derwatassets and
net derivative liabilities. Considering these fastand that we do not have significant risk from et credit
exposure to derivative counterparties, the impactedit risk is not significant to the overall faialue of our
derivatives portfolio.

At December 31, 2010, 89 percent of the fair vaifieur derivatives portfolio expires in the nextmdnths an
more than 99 percent expires in the next 24 mo@hs.derivatives portfolio is largely comprisededfchange-
traded products or like products where price transpcy has not historically been a concern. Dubdmature of tt
markets in which we transact and the relativelyrstemure of our derivatives portfolio, we do netibve it is
necessary to make an adjustment for illiquidity. Mgularly analyze the liquidity of the markets é@don the
prevalence of broker pricing and exchange pricorgpfoducts in our derivatives portfolio.

The instruments included in Level 3 at December2B10, consist of natural gas index transactioasahe
used to manage the physical requirements of ouloEagpn & Production segment. The change in theral fair
value of instruments included in Level 3 primarigsults from changes in commaodity prices.

Exploration & Production has an unsecured crediée@ament through December 2015 with certain bardis o
long as certain conditions are met, serves to ®duc usage of cash and other credit facilitiesfargin
requirements related to instruments included irfaladity.
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For the years ended December 31, 2010 and 200&c@gnized impairments of certain assets that were
measured at fair value on a nonrecurring basiss& irapairment measurements are included in Leesl tBey
include significant unobservable inputs, such asestimate of future cash flows and the probab#itf alternative
scenarios. (See Note 14 of Notes to Consolidatedri€ial Statements.)

Results of Operations

Consolidated Overview

The following table and discussion is a summargwfconsolidated results of operations for thedtyears
ended December 31, 2010. The results of operatipisegment are discussed in further detail follgnthns
consolidated overview discussion.

Years Ended December 31,

$ Change % Change $ Change % Change
from from from from
2010  2009* 2009* 2009 _ 2008* 2008* 2008
(Millions)
Revenue:! $9,61¢ +1,361 +16% $8,25¢ - 3,63¢ -31% $11,89(
Costs and expense
Costs and operating expen: 7,185 -1,10¢ -18% 6,081 + 2,69 +31% 8,77¢
Selling, general and administrative exper 49¢ +14 +3% 51z -8 -2% 504
Impairments of goodwill and lor-lived asset: 1,692 -1,67< NM 20 + 13¢ +87% 15z
Other (income) expen— net (24) +21 NM 3) -222 -99%  (22%)
General corporate expens 221 =57 -35% 164 -15 -10% 14¢
Total costs and expens 9,57: 6,77¢ 9,357
Operating income (los: 44 1,481 2,53:
Interest accrue— net (581) +4 +1% (58E) -8 -1% (577)
Investing income— net 20¢ +16< NM 46 -145 —76% 18¢
Early debt retirement cos (60€) -60% NM 1) — — ()
Other income (expens— net (12 -14 NM 2 +2 NM —
Income (loss) from continuing operations beforeome
taxes (94¢€) 943 2,14«
Provision (benefit) for income tax (30)  +38¢ NM 35¢ + 31¢ +47% 677
Income (loss) from continuing operatic (916€) 584 1,467
Income (loss) from discontinued operatic () +217 +97% _ (229 —34¢ NM 12t
Net income (loss (922) 361 1,592
Less: Net income attributable to noncontrolling
interests 17¢ -99 -13(% 76 + 9¢ +5€% 174
Net income (loss) attributable to The Williams
Companies, Inc $(1,097) $ 28t $ 1,41¢
* + = Favorable change; — = Unfavorable change; NMpercentage calculation is not meaningful due thange

in signs, a zel-value denominator, or a percentage change gréwter200

2010 vs. 2009

The increase inevenuess primarily due to higher marketing and NGL profioic revenues due to higher
average energy commodity prices at Williams Pastn&dditionally, Exploration & Production gas maeagent an
production revenues increased reflecting an iner@aaverage natural gas prices, partially offsed lolecrease in
production volumes sold. NGL and olefin productiemenues at Other also increased due to higheageer
per-unit prices.
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The increase igosts and operating expenseprimarily due to increased marketing purchases a
NGL production costs at Williams Partners, reflegthigher average energy commodity prices. Exglamat
Production costs increased primarily due to inardas/erage natural gas prices associated with gaagement
activities. Additionally, NGL and olefin productiaiosts at Other increased due to higher averagaenpefeedstock
costs.

Impairments of goodwill and long-lived asset2010 primarily includes a $1 billion impairmesftgoodwill
and $678 million of impairments of certain producproperties and acquired unproved reserves abEamn &
Production.

Impairments of goodwill and long-lived asset2009 includes $20 million impairment of certairoducing
properties and acquired unproved reserves at Eapdor & Production.

Other (income) expense — mdthin operating income (lossi 2010 includes:

» $18 million of involuntary conversion gains\illiams Partners due to insurance recoveriesahain
excess of the carrying value of ass

* A $12 million gain on the sale of certain asset@/dliams Partners

* A $10 million accrual of a regulatory liabylitelated to overcollection of certain employeeenges at
Williams Partners

Other (income) expense — mgthin operating income (lossh 2009 includes:

* A $40 million gain on the sale of our Cameron MeasldNGL processing plant at Williams Partne

* $32 million of penalties from the early termfion of certain drilling rig contracts at Expldmat &
Production.

General corporate expensgs2010 includes $45 million of transaction costsariated with our strategic
restructuring transaction.

The unfavorable change aperating income (los$$ primarily due to $1.7 billion of impairment clgas in
2010 at Exploration & Production and $45 milliontinsaction costs in 2010 associated with outesiia
restructuring transaction. The unfavorable chasgmitially offset by an improved energy commogitice
environment in 2010 compared to 2009 and the fdlerehange ither (income) expense — net

The increase imvesting income — n&t primarily due to the absence of a $75 milliopamment charge in
2009 and a $43 million gain in 2010 on the salewf50 percent interest in Accroven at Other, a$flion
increase in equity earnings, primarily at Williafartners, and the absence of an $11 million impitraharge in
2009 of a cost-based investment at Exploration &dBction.

Early debt retirement costs 2010 reflect costs related to corporate deliter@ents associated with our first
quarter strategic restructuring transaction, iniclggoremiums of $574 million.

Provision (benefit) for income taxebanged favorably primarily due to the pre-tax lims2010 compared to
pre-tax income in 2009. See Note 5 of Notes to Glistested Financial Statements for a reconciliatbthe
effective tax rates compared to the federal stagutte for both years.

See Note 2 of Notes to Consolidated Financial Btatgs for a discussion of the itemsrinome (loss) from
discontinued operations

Net income attributable to noncontrolling interestsreased reflecting higher results, primarily a®Xy due to
an improved energy commaodity price environmentdh@compared to 2009 as well as the impact ofitee f
guarter 2009 impairments and related charges aedaiith our discontinued Venezuela operations.
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20009 vs. 2008

Our consolidated results in 2009 declined signifigacompared to 2008. These results reflect adrdptline ir
energy commodity prices that began in the fourthrggn of 2008 as a result of the weakened econ&mgrgy
commodity prices generally improved during 2009, oot to levels experienced early in 2008.

The decrease irevenuess primarily due to decreased gas management amtligtion revenues at
Exploration & Production, reflecting a decreasawerage natural gas prices, partially offset bynarease in
production volumes sold. NGL production and margtievenues at Williams Partners, as well as NGl defin
production revenues at Other, also decreased tiefidower average prices.

The decrease ioosts and operating expenseprimarily due to decreased costs at Explora&idProduction
reflecting a decrease in average natural gas passsciated with gas management activities, asasalecreased
marketing purchases and decreased costs assowittiealir NGL production businesses at Williams Rars. In
addition, NGL and olefin production costs at Ottlecreased primarily due to lower average per-eeitiftock
costs.

Impairments of goodwill and long-lived asset2008 includes $143 million of impairments of teém
producing properties at Exploration & Production &10 million of impairments of certain gatheringla
transportation assets at Williams Partners.

Other (income) expense — mgthin operating income (lossh 2008 includes:

» Gain of $148 million on the sale of our Peru ingtseat Exploration & Productiol

* Net gains of $39 million on foreign currency exchas at Othel

* Income of $32 million related to the partial settent of our Gulf Liquids litigation at Othe
» Gain of $10 million on the sale of certain soutkd@®assets at Williams Partne

* Income of $17 million resulting from involuntarymeersion gains at Williams Partne

» Expense of $23 million related to project developh@osts at Williams Partnel

General corporate expensexreased primarily due to an increase in emplogésted expenses, partially off
by a decrease in outside services.

The decrease ioperating income (losg)enerally reflects an overall unfavorable energyicmdity price
environment in 2009 compared to 2008 and othergémas previously discussed.

The decrease imvesting income — nét primarily due to a $75 million impairment chalige2009 of our
50 percent interest in Accroven at Other and anrfillion impairment charge in 2009 of a cost-base@stment at
Exploration & Production. (See Note 3 of Notes n€olidated Financial Statements.) A decreaseténent
income, primarily due to lower average interestsanh 2009 compared to 2008, also contributedealtrease in
investing income — net.

Provision (benefit) for income taxebanged favorably primarily due to lower pre-tagdme. See Note 5 of
Notes to Consolidated Financial Statements focaneiliation of the effective tax rates comparedth® federa
statutory rate for both years.

See Note 2 of Notes to Consolidated Financial Btatgs for a discussion of the itemsrinome (loss) from
discontinued operations

Net income attributable to noncontrolling interedecreased reflecting the first-quarter 2009 impants and
related charges associated with our discontinuate¥igela operations (see Note 2 of Notes to Coretelid
Financial Statements) and the decline in WPZ's afireg results primarily driven by lower NGL margins
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Results of Operations— Segments
Williams Partners

Our Williams Partners segment includes WPZ, oursobidated master limited partnership, which inclitieo
interstate natural gas pipelines, as well as imvests in natural gas pipeline-related companieg;wéerve regions
from the San Juan basin in northwestern New Meaimb southwestern Colorado to Oregon and Washirggtdn
from the Gulf of Mexico to the northeastern Unit&tétes. WPZ also includes natural gas gatheringpeazkssing
and treating facilities and oil gathering and traorgation facilities located primarily in the Rockountain and Gu
Coast regions of the United States. As of DecerBtheP010, we currently own approximately 75 peradrihe
interests in WPZ, including the interests of thaegal partner, which is wholly owned by us, anceimove
distribution rights.

Williams Partners’ ongoing strategy is to safelg aeliably operate large-scale, interstate natyaal
transmission and midstream infrastructures wheressets can be fully utilized and drive low peitgosts. We
focus on consistently attracting new business byiding highly reliable service to our customers atilizing our
low cost-of-capital to invest in growing markets¢luding the deepwater Gulf of Mexico, the Marcslfhale, the
western United States, and areas of increasingalagas demand.

Williams Partners’ interstate transmission andteglatorage activities are subject to regulatiothigyFERC
and as such, our rates and charges for the traasiparof natural gas in interstate commerce, aedeiktension,
expansion or abandonment of jurisdictional fa@tand accounting, among other things, are sulgjeegulation.
The rates are established through the FERC's r&iegnarocess. Changes in commodity prices and vetum
transported have little neéerm impact on revenues because the majority dfafaservice is recovered through fi
capacity reservation charges in transportatiorsrate

Overview of 2010

Significant events during 2010 include the follogin

Echo Springs Plant Expansion

New capacity from our expansion of the Echo Spriiagdlity began service in the fourth quarter ofl@0The
addition of the fourth cryogenic processing trailded approximately 350 MMcf/d of processing capeaitd
30 Mbbls/d of NGL production capacity, nearly ddaoglEcho Spring’s capacities in both cases. Appraxely
70 MMcf/d of production from Exploration & Produeti in the Piceance basin is currently being preagss the
Echo Springs facility for a volumetric-based feehil& a slow-down in Wamsutter area drilling hasutesd in some
unused capacity, we are exploring ways to bringenmatural gas to this facility in the coming year.

Marcellus Shale Gathering Asset Acquisition

In the fourth quarter of 2010 we acquired a gatitebusiness in Pennsylvania’s Marcellus Shaleeén th
Appalachian basin for $150 million. The businesdudes 75 miles of gathering pipelines and two casgor
stations which currently gathers approximately RB8cf/d. We have agreed to a new lotegm dedicated gatheril
agreement with the seller for its production in tleetheast Pennsylvania area of the Marcellus Sfale acquired
system will connect into the Transco pipeline tiglowur Springville gathering pipeline, currentlyden
construction in the Appalachian basin.

Piceance Acquisition

During the fourth quarter of 2010, we completedphechase of certain gathering and processingsasstie
Piceance basin from Exploration & Production asulsed in Note 1 of Notes to Consolidated FinarRtalement:
In conjunction with this purchase, we entered mtathering and processing agreement with Exptoragi
Production, such that future gathering and proogs®venues will be at a higher, market-based Rater periods
reflect gathering and processing revenues at amiak cost of service rate.
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Perdido Norte

Our Perdido Norte project, in the western deepwaitéine Gulf of Mexico, began start-up of operasidate in
the first quarter of 2010. The project includea #MMcf/d expansion of our onshore Markham gas gssing
facility and a total of 179 miles of deepwateranild gas lines that expand the scale of our exigtiingstructure.
Shortly after an initial startup, during the secopgrter, production was suspended by the opevatbe deepwater
producing platforms to address facility issues #nedthird quarter was impacted by further delayhilgthese
issues have been resolved and both oil and gasigliod is currently flowing, production has beerpanted in part
by the drilling moratorium and the producer’s teicahissues, and has not increased as quickly peoted. We
anticipate volumes to increase significantly, hogreduring 2011.

Impact of Gulf Oil Spill

Our transportation and processing assets in thedbiexico were not physically impacted by the peater
Horizon oil spill. Operations are normal at alliféies, and we did not experience any operati@rdbgistical issue
that hindered the safety of our employees or t#&edli The drilling moratorium, in force from May @ctober, in the
Gulf of Mexico impacted the financial performandeoar operations through production delays whiatueed
natural gas and oil growth volumes in 2010. Praéghclelays in permitting and drilling could conténto impact our
future growth volumes. While we continue to carlgfahonitor the events and business environmertiénGulf of
Mexico for potential negative impacts, we also awn to pursue major expansion and growth oppdiemin that
region.

Overland Pass Pipeline

In September 2010, we completed the $424 milliaquasition of an additional 49 percent ownershigrast in
OPPL, which increased our ownership interest tp&@ent. In 2006, we entered into an agreemerg\eldp new
pipeline capacity for transporting NGLs from protion areas in the Rocky Mountain area to centraidéas. Our
partner reimbursed us for the development costiagleincurred for the proposed pipeline and acqu&gdercent
of the pipeline. We retained a 1 percent interadtthe option to increase our ownership to 50 penagthin two
years of the pipeline becoming operational in Nolwerof 2008. As long as we retain a 50 percent ostnig
interest in OPPL, we have the right to become dpersVe have notified our partner of our intentferate and are
currently working on an early 2011 transition. W@slalso under way to determine optimal expansiorserve
producers in the OPPL corridor. OPPL includes am@@ NGL pipeline from Opal, Wyoming, to the Mid-
Continent NGL market center in Conway, Kansas, @lwith 150- and 125-mile extensions into the Piceaand
Denver-Joules basins in Colorado, respectively. &yuity NGL volumes from our two Wyoming plants and
Willow Creek facility in Colorado are dedicated foansport on OPPL under a long-term shipping ages.

Volatile commodity prices

Average per-unit NGL margins in 2010 are signifitahigher than in 2009, benefiting from a peridd o
increasing average NGL prices while abundant nagas supplies limited the increase in naturalgases.
Benefits from favorable natural gas price differalstin the Rocky Mountain area have narrowed stheesecond
quarter of 2009 such that our realized per-unitgimarare only slightly greater than that of theusisy benchmarks
for natural gas processed in the Henry Hub areda@ridjuids fractionated and sold at Mont Belvidgxas.

NGL margins are defined as NGL revenues less apljcaple BTU replacement cost, plant fuel, anddhir
party transportation and fractionation. Per-unitlN@argins are calculated based on sales of ourexuity
volumes at the processing plants.
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Gathering and Processing Per Unit NGL Margin
with Production and Sales Volumes by Quarter
(excludes partially owned plants)
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Williams Pipeline Partners L.P.

During the third quarter, WPZ consummated its mevgth WMZ. As a result, WMZ is wholly owned by WI
and is no longer publicly traded.

Mobile Bay South project

In May 2010, a compression facility in Alabama waliog natural gas pipeline transportation serviceanous
southbound delivery points was placed into servite cost of the project was $32 million and inseshcapacity
by 254 thousand dekatherms per day (Mdt/d).

Sundance Trail project

In November 2009, approval was received from thREHEo construct approximately 16 miles of
30-inch pipeline between existing compressor statio Wyoming. The project also includes an upgtadbe
existing compressor station. The total estimates obthe project is approximately $50 million. Tieject was
placed in service in November 2010 with an increasmpacity of 150 Mdt/d.

Outlook for 2011

The following factors could impact our busines2@i1.

Commodity price changes

« We expect our average per-unit NGL margingdhl to be higher than our rolling five-year averag
per-unit NGL margins. NGL price changes have histdlly tracked somewhat with changes in the price o
crude oil, although NGL, crude and natural gasgwiare highly volatile and difficult to predict.

NGL margins are highly dependent upon continuedadehwithin the global economy. Howev

NGL products are currently the preferred feedsfoclethylene and propylene production, which haanl
shifting away from the more expensive crude-baseddtocks. Bolstered by abundant long-term domestic
natural gas supplies, we expect to benefit fromsetdynamics in the broader global petrochemicaketa
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Gathering, processing, and NGL sales volumes

Expansion projects

We have planned capital and investment expenditfr§$,090 million to $1,370 million in 2011 inclindy
expenditures related to our newly acquired gatigesirstem in the Marcellus Shale as well as our éladountain
Midstream, LLC (Laurel Mountain) equity investmeWe also plan to pursue major expansion and growth
opportunities in the Gulf of Mexico, as well agtlire Piceance basin in conjunction with both Exglora&
Production’s and third-party drilling programs. Téregoing major expansion projects include:

85 North

An expansion of our existing natural gas transraissystem from Alabama to various delivery poirgt$ea
north as North Carolina. The cost of the proje@ssmated to be approximately $236 million. PHaservice was
placed into service in July 2010 and increasedaipphy 90 Mdt/d. Phase Il service is anticipatedegin in May
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long-term agreement with a significant producer wiléconstruct and operate a 33-mile natural gathering
pipeline in the Marcellus Shale region which widnmect our recently acquired gathering assetsmm&dvania’s
Marcellus Shale into the Transco pipeline. In otdgpursue future opportunities, the project haantiacreased
from a 20-inch diameter to a 24-inch diameter pigelConstruction on the pipeline is expected wimé the first
quarter of 2011 and be completed during 2011.

Laurel Mountain

Capital to be invested within our Laurel Mountaiidstream, LLC (Laurel Mountain) equity investment t
enable the rapid expansion of our gathering systetading the initial stages of projects that al@nped to provide
approximately 1.5 Bcf/d of gathering capacity andDD miles of gathering lines, including 400 newesiof
6-inch to 24-inch diameter pipeline. Constructi@s bbegun on our Shamrock compressor station withitel
capacity of 60 MMcf/d, expandable to 350 MMcf/d,iainwill likely be the largest central delivery poiout of the
Laurel Mountain system.

We have several other proposed projects to me&droes demands in addition to the various in-progjres
expansion projects previously discussed. Subjeatgalatory approvals, construction of some of ¢ha®jects
could begin in 2011.

Year-Over-Year Operating Results
Year Ended December 31

2010 2009* 2008*

(Millions)
Segment revenue $5,71F  $4,60z  $5,84i
Segment profi $1,57¢  $1,317 $1,42¢

* Recast as discussed in Note 1 of Notes to Consetidéinancial Statemer

2010 vs. 2009
The increase isegment revenuéscludes:

* A $699 million increase in marketing revenpesarily due to higher average NGL and crude wice
These changes are more than offset by similar @simgmarketing purchase

« A $330 million increase in revenues associatéd the production of NGLs reflecting an increade
$335 million associated with a 41 percent increaseverage NGlpel-unit sales prices

» A $56 million increase in fee revenues priryadiue to higher gathering revenue in the Picediasin as a
result of permitted increases in Icos-of-servicegathering rate in 201!

The increase in sgment costs and expensé$884 million includes:

* A $721 million increase in marketing purchagamarily due to higher average NGL and crudegsic
These changes are substantially offset by similanges in marketing revenu

» A $107 million increase in costs associatethwhe production of NGLs reflecting an increase of
$101 million associated with a 30 percent incréaseserage natural gas pric

* A $19 million increase in operating costs utthg $12 million higher depreciation primarily digethe
new Perdido Norte pipelines and a full year of éemtion on our Willow Creek facility which was pkd
into service in the latter part of 20(

» A $14 million unfavorable change related te tlisposal of assets reflecting the absence obartion
gain on the sale of our Cameron Meadows procegdang in 2009, partially offset by smaller gains in
2010. Gains recognized in 2010 include involuntagversion gains due to insurance recoveries iBExc
of the carrying value of our Gulf assets which waaenaged by Hurricane Ike in 2008 and
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Ignacio plant, which was damaged by a fire in22@» well as gains associated with sales of ceassets
in Colorad(s Piceance basi

The increase in William Partnersggment profiincludes:

$223 million of higher NGL production margireflecting higher NGL prices, partially offset hycreased
production costs associated with higher naturalpgees. NGL equity volumes were slightly higheedu
primarily to new production at Willow Creek, patljaoffset by the absence of favorable customer
contractual changes and decreasing inventory léwvel609.

$28 million increase in equity earnings, irdithg a $10 million increase from Discovery primacue to
higher processing margins and new volumes fronT#tgti pipeline lateral expansion completed in 2009
In addition, equity earnings from Aux Sable Liq#Hdducts LP (Aux Sable) are $10 million higher
primarily due to higher processing margins, andtgaarnings from our increased investment in

OPPL were $5 million

A $56 million increase in fee revenues as previpdicussec

A $22 million decrease in margins relatedie marketing of NGLs and crude primarily due todow
favorable changes in pricing while product wasamsit in 2010 as compared to 20

A $19 million increase in operating costs as presip discussec
A $14 million unfavorable change related to thepd&al of assets as previously discus

2009 vs. 2008

The decrease in segment revenues includes:

A $716 million decrease in revenues associaiéuthe production of NGLs primarily due to lower
average NGL price:

A $513 million decrease in marketing revenpesarily due to lower average NGL and crude prices
partially offset by higher NGL volume

A $53 million decrease in revenues from lotvansportation imbalance settlements in 2009 coetptr
2008 (offset in costs and operating expen).

A $65 million increase in fee revenues priryadiue to higher volumes resulting from connectiregv
supplies in the deepwater Gulf of Mexico in thedapart of 2008 and new fees for processing the
Exploration & Production segme s natural gas production at Willow Cre:

A $17 million increase in transportation rewes associated with expansion projects placedsendce in
20009.

The decrease inegment costs and expensé$1,132 million includes:

A $643 million decrease in marketing purchgz@sarily due to lower average NGL and crude gjce
including the absence of a $9 million charge in2@Dwrite down the value of NGL inventories, paliti
offset by higher NGL volume:

A $435 million decrease in costs associatell thie production of NGLs primarily due to lowereaage
natural gas price!

A $53 million decrease in costs associateti Vaiver transportation imbalance settlements 9200
compared to 2008offset in segment revent).

A $40 million gain on the 2009 sale of our Camekteadows processing plai

The absence of $17 million of charges in 2688ted to an impairment, asset abandonments,sssd a
retirement obligations
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The decrease in William Partners’ segment proéiides:

« $281 million of lower NGL production marginsfiecting a decrease in energy commodity pricex0bo
compared to 200¢

* $124 million in higher margins related to tharketing of NGLs primarily due to favorable chasge
pricing while product was in transit during 2009casnpared to significant unfavorable changes icimpgi
while product was in transit in 2008 and the absesfa $9 million charge in 2008 to write down traue
of NGL inventories

* A $40 million gain in 2009 on the sale of @&meron Meadows processing plant, partially offisethe
absence of a $5 million involuntary conversion gai2008 related to our Cameron Meadows pl

Exploration & Production

Exploration & Production includes the natural gaselopment, production and gas management ac$vitie
primarily in the Rocky Mountain and Mid-Continemgions of the United States, natural gas developastivities
in the northeastern portion of the United Statdsgrad natural gas interests in South America, mode recently, oil
development activities in the northern United Stafehe gas management activities include procutiaand
shrink gas for our midstream businesses and pmyidiarketing services to third parties, such agysers.
Additionally, gas management activities include itienaging of various natural gas related contiswth as
transportation, storage and related hedges.

Overview of 2010

Domestic production revenues for 2010 were highan 2009 primarily due to higher realized averatggep
on our natural gas production, partially offsetidmyer production volumessegment profit (los$pr 2010 includes
approximately $1.7 billion in impairments of natugas properties and goodwill (see further disarssielow),
while 2009 included expense of $32 million ass@darith contractual penalties from the early tefation of
drilling rig contracts. Highlights of the compasediperiods, primarily related to our productionidties, include:

Years Ended December 31

2010 2009 % Change
Average daily domestic production (MMci 1,13 1,182 —4%
Average daily total production (MMcft 1,18¢ 1,23¢ -4%
Domestic production realized average price ($/Mafe $ 52 $ 4.8t +8%
Capital expenditures and acquisitions($ millic $2,82: $1,291 +11%
Domestic production revenues ($ millio $2,16(C $2,09: +3%
Segment revenues ($ millior $4,042 $3,68¢ +1(%
Segment profit (loss) ($ million: $(1,349) $ 391 NM

(1) Realized average prices include market pricespietel and shrink and hedge gains and lossesr&dleed
hedge gain per Mcfe was $0.81 and $1.43 for 208809, respectivel)

During the second quarter of 2010, we enteredantagreement to acquire additional leasehold aereag
positions and a 5 percent overriding royalty inséeessociated with these acreage positions. Tloegas#tions
nearly double our acreage holdings in the Marcedllnale and closed in July for $599 million, inchgliclosing
adjustments. During 2010, we also spent a tot&llé# million to acquire additional unproved leaddraxreage in
the Marcellus Shale.

During the fourth quarter of 2010, we acquired mpany that holds a major acreage position (appratem
85,800 net acres, most of which is undevelopetarth Dakota’s Bakken Shale oil play (Williston bgsthat will
diversify our interests into light, sweet crudemibduction. The purchase price was approximat@f49snillion,
including closing adjustments.

During the fourth quarter of 2010, we completedgale of certain gathering and processing assét®in
Piceance basin to WPZ for consideration of $70%anilin cash and approximately 1.8 million commanits. See
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Note 1 in Notes to Consolidated Financial Statemdntconjunction with this sale, we entered infgathering ant
processing agreement with WPZ. Gathering and psireggosts prior to the sale reflect an internal
cost-of-service rate. Subsequent to the closing dithe sale, gathering and processing costdwilit a higher,
market-based rate.

As a result of significant declines in forward malwgas prices during third quarter 2010, we penfedt an
interim assessment of our capitalized costs rel@¢uoperty and goodwill. As a result of theseeasments, we
recorded a $503 million impairment charge relatethe capitalized costs of our Barnett Shale pitiggeand a
$175 million impairment charge related to capitdizosts of acquired unproved reserves in the Réeeighlands
which were acquired in 2008. Additionally, we fuimpaired our goodwill in the amount of $1 billiohhese
impairments were based on our assessment of estirfigtire discounted cash flows and other inforomatSee
Notes 4 and 14 of Notes to Consolidated Finandeteghents for a further discussion of the impairisis

Outlook for 2011
We have the following expectations for 2011:

« Natural gas prices to remain at levels similarQa®

« Increase capital expenditures in 2011 oveglke(before acquisitions) in 2010 to develop posgithat
were acquired in the Appalachian and Williston basn 2010

« Continuation of our development drilling prograntlire Appalachian, Piceance, Fort Worth, Powder ik
and San Juan basins. Our total capital expendifare2011 are projected to be between $1.15 bildiod
$1.75 billion. We expect to maintain three to fdrdling rigs in our newly acquired Williston basin
properties with related capital expenditures exgbtd be between $200 million and $300 milli

< Annual average daily domestic production expeabeiddrease approximately 9 percent over 2(

Risks to achieving our expectations include unfalste energy commodity price movements which are
impacted by numerous factors, including weathedi@mns, domestic natural gas, oil and NGL produrctievels
and demand. A significant decline in natural gélsarod NGL prices would impact these expectatiars2011,
although the impact would be somewhat mitigatedinyhedging program, which hedges a significantipomof oul
expected production. In addition, changes in lamés r@gulations may impact our development driliimmggram.

Purchase Commitments

In connection with a gathering agreement enteredy Williams Partners with a third party in Dedssn
2010, we concurrently agreed to buy up to 200,0008%/d of natural gas priced at market prices frive same
third party. Purchases under the 12-year contractx@ected to begin in the third quarter of 20//&. expect to sell
this natural gas in the open market and may ut#izglable transportation capacity to facilitate Hales.
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Commaodity Price Risk Strateg

To manage the commaodity price risk and volatilifyowning producing gas and oil properties, we ety
derivative contracts for a portion of our futur@guction. For 2011, we have the following contrdotsour daily
domestic production, shown at weighted averageme&iand basin-level weighted average prices:

2011 Natural Gas
Price ($/Mcf)

Volume Floor-Ceiling for
(MMcf/d) Collars
Collar agreement— Rockies 45 $5.30- $7.1C
Collar agreement— San Jual 90 $5.27- $7.0¢€
Collar agreement— Mid-Continent 80 $5.10- $7.0C
Collar agreement— Southern Californi: 30 $5.83- $7.5¢€
Collar agreement— Appalachia 30 $6.50- $8.14
Fixed price at basin swa 36¢ $5.21
2011 Crude Qil
Volume
(Bbls/d)
(Feb-Dec) Price ($/Bbl)
WTI Crude Oil fixec-price (entered into fir-quarter 2011 3,07z 95.1:

The following is a summary of our agreements antrests for daily domestic production shown at viaésgl
average volumes and basin-level weighted averdagespior the years ended December 31, 2010, 2002@08:

2010 2009 2008

Price ($/Mcf) Price ($/Mcf) Price ($/Mcf)
Volume Floor-Ceiling Volume Floor-Ceiling Volume Floor-Ceiling
(MMcf/d) for Collars (MMcf/d) for Collars (MMcf/d) for Collars
Collars — Rockies $6.53 - $6.16 -
10C $8.94 150 $6.11-$9.04 170 $9.14
Collars — San Juan $5.75 - $6.58 - $6.35 -
238 $7.82 245 $9.62 202 $8.96
Collars — Mid-Continent $5.37 - $7.02 -
10t $7.41 95 $7.08-$9.7¢ 63 $9.72
Collars — Southern California $4.80 -
45 $6.43 — — — —
Collars — Other $5.63 -
28 $6.87 — — — —

Additionally, we utilize contracted pipeline capgdio move our production from the Rockies to otloeations
when pricing differentials are favorable to Rockieing. We hold a long-term obligation to delivar a firm basis
200,000 MMbtu per day of gas to a buyer at the WRitver Hub (Greasewood-Meeker, CO), which is ttagom
market hub exiting the Piceance basin. Our interiesthe Piceance basin hold sufficient reservesdet this
obligation.
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Year-Ovel-YearOperating Result:

Years Ended December 31

2010 2009* 2008*
(Millions)

Segment revenue
Domestic production revenu $2,16( $2,09¢ $2,81¢
Gas management revent 1,74 1,45¢ 3,244
Net forward unrealizemark-to-marketgains and ineffectivene: 27 18 29
Other revenue 112 117 10z
Total segment revenu $4,04z $3,68¢ $6,19¢
Segment profit (loss $(1,349) $ 391  $1,25:¢

* Recast as discussed in Note 1 of Notes to Consetidéinancial Statemen!

2010 vs. 2009
The increase in tot@legment revenués primarily due to the following:

» The increase in domestic production revena#eats an increase of $156 million associated @aith
8 percent increase in realized average prices inclu

Total segment costs and expengeseased $2,094 million, primarily due to the doling:
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Partially offsetting the increased costs is a desgedue to the absence of $32 million of expems2609
related to penalties from the early release ofidgilrigs as previously discussed.

The $1,734 million decrease iregment profit (lossp primarily due to the impairments, partially ety an
8 percent increase in realized average domestiepnn production and the other previously disaiskanges in
segment revenuemdsegment costs and expenses.

2009 vs. 2008
The decrease in totakgment revenués primarily due to the following:

« $726 million, or 26 percent, decrease in ddingsoduction revenues reflecting $946 million @sated
with a 31 percent decrease in realized averagesrpartially offset by an increase of $220 million
associated with an 8 percent increase in produgtidumes sold. Production revenues in 2009 and 2008
include approximately $93 million and $85 millioespectively, related to NGLs and approximately
$38 million and $62 million, respectively, relatiedcondensate. While NGL volumes were significantly
higher than the prior year, NGL prices were sigaifitly lower;

» $1,788 million, or 55 percent, decrease inmasagement revenues primarily due to a decregsteysical
natural gas revenue as a result of a 56 percemea®ein average prices on physical natural gas,sal
slightly offset by a 2 percent increase in natgas sales volumes. This is primarily related togges
associated with our transportation and storageractstand is substantially offset by a similar dase in
segment costs and expen.

The decrease inet forward unrealized mark-to-market gains (lo3sewl ineffectiveness primarily related to
the absence of a $10 million favorable impact i6&@r the initial consideration of our own nonmerhance risk it
estimating the fair value of our derivative liabés.

Total segment costs and expendesreased $1,651 million, primarily due to thedeling:

* $1,752 million decrease in gas managementresqse primarily due to a 55 percent decrease iragee
prices on physical natural gas purchases, sliglitget by a 2 percent increase in natural gas @mseh
volumes. This decrease is primarily related toghg purchases associated with our previously discus
transportation and storage contracts and is mawe dffset by a similar decreasesigment revenuessas
management expenses in 2009 and 2008 include $2dmaind $8 million, respectively, related to ches
for unutilized pipeline capacity. Gas managemepeases in 2009 and 2008 also include $7 million and
$35 million, respectively, related to adjustmewtshie carrying value of natural gas inventoriestorage

* $166 million lower operating taxes due prirhatd 56 percent lower average market prices (elofy the
impact of hedges), partially offset by higher proiittn volumes sold. The lower operating taxes idela
net decrease of $39 million reflecting a $34 millicharge in 2008 and $5 million of favorable remis in
2009 relating to Wyoming severance and ad valoseissues

+ $143 million due to the absence of property impamtagecorded in 2008 in the Arkoma ba:

» $6 million lower SG&A expenses, which incluldever bad debt expense related to the partial regoof
certain receivables previously reserved for in 2@&ilting from a bankrupt counterpai

Partially offsetting the decreased costs are isggadue to the following:
» The absence of a $148 million gain recorded in 288®ciated with the sale of our Peru intert

« $145 million higher depreciation, depletion, and atiaation expense primarily due to the impact aftar
capitalized drilling costs from prior years andheg production volumes compared to the prior yako,
we recorded an additional $17 million of depreciatidepletion, and amortization in t
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fourth quarter of 2009 primarily due to new SEGarves reporting rules. Our proved reserves destlea
primarily due to the new SEC reserves reportinggand the related price impe

» $57 million higher gathering, processing arh$portation expense primarily due to higher petida
volumes and the processing fees for natural gaglgat Williams Partners’ Willow Creek plant, whic
began processing in August 20!

» $32 million of expense related to penalties fromehdy release of drilling rigs as previously dissed;

« $31 million higher exploratory expense in 20pf8marily related to $20 million of increasedsaic costs
and $12 million related to higher amortization aimel write-off of lease acquisition costs. Dry hole cost:
2009 and 2008 were $11 million and $12 million pesgively. As of December 31, 2009, we have
approximately $14 million of capitalized drillingsts and $24 million of undeveloped leasehold costs
related to continuing exploratory activities in fharadox basir

e $20 million of impairment costs in the Fort Yétoand Arkoma basins. We recorded a $15 million
impairment in 2009 related to costs of acquiredrangd reserves resulting from a 2008 acquisitiothén
Fort Worth basin. This impairment was based onasgsessment of estimated future discounted caslks flow
and additional information obtained from drillingcaother activities in 2009. We also recorded a
$5 million impairment in the Arkoma basin in 20@9ated to facilities

The $862 million decrease in segment profit is prrity due to the 31 percent decrease in realizedsme
domestic prices and the other previously discuskadges in segment revenues and segment costs@amnkses.

Other

Other includes other business activities that ateoperating segments, primarily our Canadian medsh and
domestic olefins operations and a 25.5 percentasten Gulfstream, as well as corporate operatiBagment profit
(loss)for the year ended December 31, 2010, has improeetpared to the prior year primarily due to $138iom
higher NGL and olefins production margins resultirgm significantly higher average per-unit margamslower
volumes and the net impact of recognizing $43 onillin gains on the Accroven investment in 2010 evhéicording
a $75 million impairment charge on that investniar009.

Significant events for 2010 include the following:

Sale of Accroven

Considering the deteriorating circumstances in Yapt, in 2009 we fully impaired our $75 milliorvastmen
in Accroven SRL, a Venezuelan operation. (See BaieNotes to Consolidated Financial StatementsJuine of
2010, we sold our 50 percent interest in Accrovethné state-owned oil company, Petréleos de Vere&ié.
(PDVSA) for $107 million. Of this amount, $13 mdh was received in cash at closing and anothendiBion was
received in August 2010. The remainder is duexrgsiarterly payments beginning October 31, 201@ fTist
quarterly payment of $11 million was received inuary 2011 and will be recognized as income in 201& will
continue to recognize the resulting gain as casbdsived. Accroven was not part of our operatibas were
expropriated by the Venezuelan government in Ma&3920

Completion of the butylene/butane splitter facilityCanada

The new butylene/butane splitter and hydro-treafigity was placed into service in August 2010eT
butylene/butane splitter further fractionates thgykene/butane mix product produced at our Redwedetionators
near Edmonton, Alberta, into separate butylenebatdne products, which receive higher values aednagreater
demand. The source of the product fractionatededinRter is our oil sands off-gas extraction faciiear
Ft. McMurray, Alberta.

Outlook for 2011

The following factors could impact our busines2@i1.
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Commodity price changes

We anticipate average per-uniairgins in 2011 will be consistent with the 201¢els. Margins in our Canadi
midstream and domestic olefins business are higghendent upon continued demand within the glob@h@my.
NGL products are currently the preferred feedsfoclethylene and propylene production which hass#gfting
away from the more expensive crude-based feedstBokstered by abundant long-term domestic natyeal
supplies, we expect to benefit from these dynainitse broader global petrochemical markets becafiser NGL-
based olefins production.

Allocation of capital to projects

We expect to spend $380 million to $480 millior2ibiL1 on capital projects. The major expansion pteje
include a 12-inch diameter pipeline in Canada, Wil transport recovered NGLs and olefins front extraction
plant in Ft. McMurray to our Redwater fractionati@eility. The pipeline will have sufficient cap#agito transport
additional recovered liquids in excess of thosenfaur current agreements. Construction has begdinvan
anticipate an in-service date in 2012.

Year-Over-Year Operating Results

Year Ended December 31,
2010 2009 2008

(Millions)
Segment revenue $1,057 $78C $1,25i
Segment profit (loss $ 24C $ (2 $ 14z

2010 vs. 2009
Segment revenu@xcreased primarily due to:

» $307 million higher NGL and olefins productivenues resulting from higher average per-uigegr
The new butylene/butane splitter began producimgsatiing both butylene and butane in August 204d)
resulted in $22 million additional sales revenuesrdghe 2009 butylene/butane mix product s

« $27 million higher marketing revenues dueeoeyal increases in energy commodity prices omtjig
higher volumes. The higher marketing revenues weree than offset by similar changes in marketing
purchases described belc

Partially offsetting the increased revenue wasar$iflion decrease from lower sales volumes pritgatue to:

¢ 11 percent lower Gulf ethylene sales volunreduding the impact of a four-week plant maintecan
outage at our Geismar plant during the fourth euart 2010

« 12 percent lower propylene volumes sold primaue to the absence of certain large 2009 prmpy|
inventory sales and lower volumes available foicpesing at our Gulf propylene splitt

Segment costs and expenseseased $150 million primarily as a result of:

» $156 million higher NGL and olefins productiproduct costs resulting from higher average
pel-unit feedstock cost:

» $29 million increased marketing purchasestdugeneral increases in energy commodity priceslightly
higher volumes. The increased marketing purchasee than offset similar changes in marketing
revenues

« $7 million higher operating and general anthistrative costs in our Canadian midstream andekiic
olefins operations

Partially offsetting the increased costs are desg®due to:

 $45 million of reduced product costs resulting frira lower sales volumes described abi
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+ $6 million favorable customer settlement in 20

The favorable change segment profit (loss¥ primarily due to $139 million higher NGL and fifes
production margins resulting from significantly hay average per-unitargins on lower volumes and the net im
of recognizing $43 million in gains on the Accroviemestment in 2010 while recording a $75 milliompiairment
charge on that investment in 2009.

2009 vs. 2008
Segment revenuegcreased primarily due to:

¢ A $457 million decrease in NGL and olefins guotion revenues resulting from lower average pcodu
prices, partially offset by higher volume

* A $19 million decrease in marketing revenuemsarily due to lower average NGL and olefin prices
partially offset by higher NGL and olefin volume

Segment costs and expendesreased $413 million primarily as a result of:

e A $445 million decrease in costs in our NGld aefins production business primarily due to lowe
per-unit feedstock costs, including the absenand$11 million charge in 2008 to write-down theugabf
olefin inventories, partially offset by higher vahes.

« A $34 million decrease in marketing purchgsesarily due to lower average NGL and olefin psace
including the absence of an $11 million charged@&to write-down the value of our NGL inventories,

partially offset by higher volume
These decreases were partially offset by:

» A $39 million unfavorable change primarily digeforeign currency exchange gains in 2008 rel&tetie
revaluation of current assets held in U.S. dohNgithin our Canadian operatior

« The absence of $32 million of income in 208&ted to the partial settlement of our Gulf Licgidigation
(see Note 16 of Notes to Consolidated Financiak&tants)

The unfavorable change in segment profit (loss) pramarily due to:
« A $75 million loss from investment related to tt@02 impairment of our investment in Accrowv:

A $39 million unfavorable change primarily digeforeign currency exchange gains in 2008 reltddtie
revaluation of current assets held in U.S. doleitkin our Canadian operatior

The absence of $32 million of income in 2008 reldtethe partial settlement of our Gulf Liquidsddtion.

A $12 million decrease in NGL and olefins puotion margins primarily due to lower average psice
partially offset by lower per-unit feedstock costsluding the absence of an $11 million charg2008 to
write-down the value of olefin production inventsj and higher volumes in 2009 related to the impfac
third-party operational issues in 2008 that reduce-gas supplies to our plant in Cana

* The absence of an $8 million gain recognize®d08 related to a final earn-out payment on &b233et
sale.

These decreases were partially offset by $15 miligher marketing margins in our NGL and olefins
production business primarily due to the absen@ndb1l1 million charge in 2008 to write-down théuesof
NGL inventories
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Managemen’s Discussion and Analysis of Financial Condition ahLiquidity

Overview

In 2010, we continued to focus upon growth throdgtiplined investments in our businesses. Exanyfi¢isis
growth included:
¢ Continued investment in Exploration & Prodoats development drilling programs, as well as actjois
that expanded our presence in the Marcellus Simalgpeovided our initial entry into the Bakken Shale
areas
« Expansion of Williams Partners’ interstateunat gas pipeline system to meet the demand of tjrow
markets.

« Continued investment in Williams Partners’ pivater Gulf expansion projects, gas processingaigpia
the western United States, infrastructure in thedéléus Shale area and increased ownership in O

These investments were funded through cash flom fsperations, debt and equity offerings at WPZ eagh
on hand.

During 2010, the overall economic recession hasutedl us. In consideration of our liquidity undszge
conditions, we note the following:

» As of December 31, 2010, we have approxim&k830 million of cash and cash equivalents and
approximately $2.7 billion of available credit cafig under our credit facilities. Our $900 milli@nedit
facility does not expire until May 2012, and WP&%.75 billion credit facility does not expire until
February 2013. Additionally, Exploration & Produmiihas an unsecured credit agreement that serves to
reduce our margin requirements related to our mgdactivities. (See additional discussion in tHifeing

Available Liquidity section.

» Our credit exposure to derivative counterparts partially mitigated by master netting agreetsiand
collateral support. (See Note 15 of Notes to Cddat#d Financial Statement

Outlook
For 2011, we expect operating cash flows to bengignthan 2010 levels. Lower-than-expected energy

commodity prices would be somewhat mitigated byaierof our cash flow streams that are substagtinfulated
from short-term changes in commodity prices aofed!:

* Firm demand and capacity reservation tranagiort revenues under long-term contracts from asr g
pipelines;

« Hedged natural gas sales at Exploration & Prodangtitated to a significant portion of its produati

» Fee-based revenues from certain gathering and proggssiwices in our midstream busines:

We believe we have, or have access to, the finaresaurces and liquidity necessary to meet owireqnents
for working capital, capital and investment expémdis, and tax and debt payments while maintaiaiagfficient
level of liquidity. In particular, we note the folving assumptions for the year:

« We expect to maintain consolidated liquiditsh{ch includes liquidity at WPZ) of at least $1lioih from
cash and cash equivalerand unused revolving credit facilitie

* We expect to fund capital and investment egiares, debt payments, dividends, and workingtehpi
requirements primarily through cash flow from opiienas, cash and cash equivalents on hand, utibzaif
our revolving credit facilities, and proceeds frdebt issuances and sales of equity securitiesexede
Based on a range of market assumptions, we cuyrestiimate our cash flow from operations will be

between $2.5 billion and $3.3 billion in 201

* We expect capital and investment expendittoastal between $3.125 billion and $4.125 billiar2011.
Of this total, a significant portion of Williams Raer¢ expected expenditures of $1.58 billion
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$1.905 hillion are considered nondiscretionarynget legal, regulatory, and/or contractual requéets or
to fund committed growth projects. Exploration &Buction’s expected expenditures of $1.15 billion t
$1.75 billion are considered primarily discretioneéBee Results of Operations — Segments, Williams
Partners and Exploration & Production for discussidescribing the general nature of these expaedi

Potential risks associated with our planned legélguidity and the planned capital and investment
expenditures discussed above include:

» Sustained reductions in energy commodity pricesftioe range of current expectatio

< Lower than expected distributions, includingentive distribution rights, from WPZ. WPZ's liglify
could also be impacted by a lack of adequate adoesapital markets to fund its grow

« Lower than expected levels of cash flow from o

Liquidity

Based on our forecasted levels of cash flow fromragions and other sources of liquidity, we expedtave
sufficient liquidity to manage our businesses iR200ur internal and external sources of consadéitjuidity
include cash generated from our operations, cagltash equivalents on hand, and our credit faslitAdditional
sources of liquidity, if needed, include bank finergs, proceeds from the issuance of long-term debtequity
securities, and proceeds from asset sales. Thaseesmare available to us at the parent level améxpected to be
available to certain of our subsidiaries, partidylaquity and debt issuances from WPZ. WPZ is etgrbto be self-
funding through its cash flows from operations, abis credit facility, and its access to capiterkets. Cash held
by WPZ is available to us through distributionsatordance with the partnership agreement, whiokiders our
level of ownership and incentive distribution righ©ur ability to raise funds in the capital masketll be impacted
by our financial condition, interest rates, mams@aditions, and industry conditions.

Available Liquidity

In addition to the credit facilities listed aboves have issued letters of credit totaling $90 willas of
December 31, 2010, under certain bilateral bankeagents.
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WPZ filed a shelf registration statement as a Wethwn, seasoned issuer in October 2009 that aliolesssue
an unlimited amount of registered debt and limjtadnership unit securities.

At the parent-company level, we filed a shelf ragiton statement as a well-known, seasoned issuday
2009 that allows us to issue an unlimited amoumegfstered debt and equity securities.

Exploration & Production has an unsecured credit@agent with certain banks that, so long as certain
conditions are met, serves to reduce our use &f @ag other credit facilities for margin requirerserelated to our
hedging activities as well as lower transactiorsfée July 2010, the agreement term was extenasd Becember
2013 to December 2015. The impairments of goodndtural gas producing properties and acquiredawsat
reserves recorded by our Exploration & Productiegnsent in the third quarter of 2010 (see Notesd4lahof Note:
to Consolidated Financial Statements) did not imhpac ability to utilize Exploration & Productiontzedit
agreement to facilitate hedging our future natges production.

Credit Ratings

Our ability to borrow money is impacted by our dtedtings and the credit ratings of WPZ. The cotmatings
are as follows:

WMB WPZ

Standard and Pc’s(1)

Corporate Credit Ratin BBB- BBB-

Senior Unsecured Debt Rati BB+ BBB-

Outlook Positive  Positive
Moody's Investors Service(:

Senior Unsecured Debt Rati Baa3 Baa3

Outlook Stable Stable
Fitch Ratings(3

Senior Unsecured Debt Rati BBB- BBB-

Outlook Stable Stable

(1) A rating of “BBB” or above indicates an investmegnade rating. A rating below “BBB” indicates thaet
security has significant speculative charactesstic“BB” rating indicates that Standard & Poor&lieves the
issuer has the capacity to meet its financial comemt on the obligation, but adverse business tiomdi could
lead to insufficient ability to meet financial coritments. Standard & Poor’s may modify its ratinggwva “+”
or a“-" sign to show the oblig’s relative standing within a major rating categ:

(2) A rating of “Baa” or above indicates an investmeraide rating. A rating below “Baa” is consideredtve
speculative elements. The “1,” “2,” and “3” modieshow the relative standing within a major catgga “1”
indicates that an obligation ranks in the highet efithe broad rating category, “2” indicates a radge
ranking, anc*3” indicates the lower end of the categc

(3) A rating of “BBB” or above indicates an investmenade rating. A rating below “BBB” is considered

speculative grade. Fitch may add a “+” or a “-"rsig@ show the obligor’s relative standing withimajor rating
category

Credit rating agencies perform independent analydes assigning credit ratings. No assurance cajivea
that the credit rating agencies will continue teigis us investment grade ratings even if we meekoeed their
current criteria for investment grade ratios. A dgwade of our credit rating might increase our fieittost of
borrowing and would require us to post additioralateral with third parties, negatively impactiagr available
liquidity. As of December 31, 2010, we estimate thdowngrade to a rating below investment grad&\fiviB or
WPZ would require us to post up to $453 milliorsd million, respectively, in additional collatersith third
parties.
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Sources (Uses) of Cas

Years Ended December 31

2010 2009 2008
(Millions)
Net cash provided (used) k
Operating activitie! $265] $2572 $3,35¢
Financing activitie: 573 16€ (432
Investing activities (4,296 (2,310 (3,189
Increase (decrease) in cash and cash equiv: $(1,072) $ 426 $ (260

Operating activities

Ournet cash provided by operating activities2010 increased slightly from 2009 primarily doghe
improvement in the energy commodity price environhoiring the year.

The decrease inet cash provided by operating activitiecsm 2009 to 2008 was primarily due to the decrease
in our operating results.

Financing activities

Significant transactions include:

2010

¢ $369 million received from WPZ's December 2@-fuity offering used primarily to reduce revolver
borrowings mentioned below and to fund a portioNHZ’s acquisition of a midstream business in
Pennsylvani's Marcellus Shale in December 20

» $200 million received in revolver borrowingsin WPZ's $1.75 billion unsecured credit facilitsirparily
used for WPZ’s general partnership purposes affhid a portion of the cash consideration paid for
WPZ'’s acquisition of certain gathering and proaagsissets in Colorado’s Piceance basin in November
2010;

« $600 million received from WPZ's public offag of 4.125 percent senior unsecured notes in Nbeem
2010 primarily used to fund a portion of the cashsideration paid to Exploration & Production for
WPZ's Piceance acquisition (see Note 1 of Notes to @umtaded Financial Statement

» $430 million received in revolver borrowingsin WPZ's $1.75 billion unsecured credit facilitsirparily
used to fund our increased ownership in OPPL,res&etion that closed in September 2(

» $437 million received from a WPZ equity offagiused to reduce WPZ's revolver borrowings mewiibn
above;

« $3.491 billion received by WPZ in February @Gfom the issuance of $3.5 billion of senior unsed
notes related to our previously discussed restringfi{see Note 11 of Notes to Consolidated Findncia
Statements)

¢ $3 billion of senior unsecured notes retinedebruary 2010 and $574 million paid in associateiniums
utilizing proceeds from the $3.5 billion debt issoa (see Note 11 of Notes to Consolidated Financial
Statements)

» $250 million received from revolver borrowings WPZ's $1.75 billion unsecured credit facility i
February 2010 to repay a term lo

* We paid $284 million of quarterly dividends on coomstock for the year ended December 31, 2
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2009

2008

We received $595 million net cash from thaigsxe of $600 million aggregate principal amount of
8.75 percent senior unsecured notes due 2020 tbgeneral corporate expenses and capital expeeslitur
(See Note 11 of Notes to Consolidated Financiakgtants.)

We paid $256 million of quarterly dividends on coomrstock for the year ended December 31, 2

We received $362 million from the completion of iWMZ initial public offering;

We paid $474 million for the repurchase of oammon stock. (See Note 12 of Notes to Consolilate
Financial Statements.

WPZ received $75 million net proceeds from dehigeations

We paid $250 million of quarterly dividends on coomrstock for the year ended December 31, 2

Investing activities

Significant transactions include:

2010

2009

Capital expenditures totaled $2.8 billion in 20&luded is approximately $599 million, includinipsing
adjustments, related to Exploration & Producticacsjuisition in the Marcellus Shale in July 2010e(se
Results of Operatior— Segments, Exploration & Productiol

We paid approximately $949 million, includinlpsing adjustments, for Exploration & Production’s
December 2010 business purchase, consisting pinedril and gas properties in the Bakken Shaée (s
Results of Operatior— Segments, Exploration & Productiol

We contributed $488 million to our investmeriteluding a $424 million cash payment for WPZ'’s
September 2010 acquisition of an increased intaré83PPL (see Results of Operations — Segments,
Williams Partners)

We paid $150 million for WPZ’s December 201Gimess purchase, consisting primarily of certain
midstream assets in the Marcellus Sh

Capital expenditures totaled $2.4 billion, eathtan half of which related to Exploration & Protlan.
Included was a $253 million payment by Explorat®®roduction for the purchase of additional projes
in the Piceance basin. (See Results of Opera— Segments, Exploration & Productior

We received $148 million as a distribution from Stream following its debt offering

We contributed $142 million to our investmeriteluding $106 million related to our Laurel Mdam
equity investment and $20 million related to oulf@meam equity investmer

Capital expenditures totaled $3.4 billion amele primarily related to Exploration & Productisrdrilling
activity. This total includes Exploration & Prodimt’s acquisitions of certain interests in the Rivee and
Fort Worth basins

We received $148 million of cash from Explavat& Production’s sale of a contractual right to a
production paymen
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* We contributed $111 million to our investmernit€luding $90 million related to our Gulfstreamuéty
investment
Off-Balance Sheet Financing Arrangements and Guaraes of Debt or Other Commitments

We have various other guarantees and commitmerithwae disclosed in Notes 9, 11, 15 and 16 of dltie
Consolidated Financial Statements. We do not belibese guarantees or the possible fulfilmenhefrt will
prevent us from meeting our liquidity needs.

Contractual Obligations

The table below summarizes the maturity dates otoatractual obligations at December 31, 2010uufing
obligations related to discontinued operations.

2012- 2014-
2011 2013 2015 Thereafter Total
(Millions)

Long-term debt, including current portio

Principal $ 507 $ 35z $ 75C $ 7,532 $ 9,141

Interest 58C 1,071 1,017 5,04¢ 7,71¢
Capital lease 1 3 — — 4
Operating lease 89 84 59 182 414
Purchase obligations(. 1,06¢ 1,44¢ 1,23: 2,674 6,421
Other lon¢-term liabilities, including current portiol

Physical and financial derivatives(2)| 48¢ 1,05¢ 87C 3,634 6,051

Other(4)(5) 165 — — — 165
Total $2,89¢ $4,01¢ $3,92¢ $ 19,066 $29,91(

(1) Includes $2.3 billion of natural gas purchase dailans at market prices at our Exploration & Prditurc
segment. The purchased natural gas can be soldrkétprices

(2) Includes $5.4 billion of physical natural gas datives related to purchases at market prices in our
Exploration & Production segment. The natural ggeeted to be purchased under these contractsecaold a
market prices. The obligations for physical andificial derivatives are based on market informadi®of
December 31, 2010, and assumes contracts remataoding for their full contractual duration. Besaunarke
information changes daily and has the potentidletoolatile, significant changes to the valuesin tategory
may occur

(3) Expected offsetting cash inflows of $2.1 billionecember 31, 2010, resulting from product salesebr
positive settlements, are not reflected in theseumts. In addition, product sales may require ok
purchase obligations to fulfill sales obligatiohattare not reflected in these amou

(4) Does not include estimated contributions to ourspemand other postretirement benefit plans. Weanad
contributions to our pension and other postretimgrbenefit plans of $76 million in 2010 and $77Imil in
2009. In 2011, we expect to contribute approxinya$&®3 million to these plans (see Note 7 of Notes t
Consolidated Financial Statements). During 2010¢areributed $60 million to our tax-qualified pemsiplans
which was greater than the minimum required contiiims. We expect to contribute approximately $6lion
to these pension plans again in 2011, which is @epeo be greater than the minimum required doutions. Ir
the past, we have contributed amounts in excetgahinimum required contribution. These excessuamo
can be used to offset future minimum contributiequirements. In the future, we may elect to useesohthese
excess amounts to satisfy the minimum contributezuirement in order to maintain cash contributianthe
current level. Additionally, estimated future minim funding requirements may vary significantly from
historical requirements if actual results diffegrgficantly from estimated results f
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assumptions such as returns on plan assets, intates, retirement rates, mortality, and othenificant
assumptions or by changes to current legislati@hragulations

(5) Includes $165 million reflecting our estimate ofinoome tax settlement to be paid in 2011. We hete
included other income tax liabilities in the tableove. See Note 5 of Notes to Consolidated Finbh8téement
for a discussion of income taxes, including ouregognized tax benefit

Effects of Inflation

Our operations have benefited from relatively loflation rates. Approximately 35 percent of ourggo
property, plant, and equipment is comprised ofiotarstate gas pipelines. These assets are subjegjulation,
which limits recovery to historical cost. While aomis in excess of historical cost are not recoMerabder current
FERC practices, we anticipate being allowed tovecand earn a return based on increased actuahcaosred to
replace existing assets. Cost-based regulationgaldith competition and other market factors, maytlour ability
to recover such increased costs. For the remaafdrir business, operating costs are influenceddreater extent
by both competition for specialized services anet#j price changes in crude oil and natural gat@lated
commodities than by changes in general inflationud@ oil, natural gas, and NGL prices are partitylsensitive to
the Organization of the Petroleum Exporting Cowst(OPEC) production levels and/or the market ptiaes
concerning the supply and demand balance in theforae, as well as general economic conditiormwever, our
exposure to certain of these price changes is egtihrough the use of hedging instruments ande@bdsed natur
of certain of our services.

Environmental

We are a participant in certain environmental dib#is in various stages including assessment studieanup
operations and/or remedial processes at cert&is, sibme of which we currently do not own (see Nétef Notes
to Consolidated Financial Statements). We are madng these sites in a coordinated effort with ofhatentially
responsible parties, the U.S. Environmental Priteckgency (EPA), or other governmental authoritlé&e are
jointly and severally liable along with unrelatédairdl parties in some of these activities and salegponsible i
others. Current estimates of the most likely co$tuch activities are approximately $49 millioli,ad which are
included inaccrued liabilitiesandother liabilities and deferred incomam the Consolidated Balance Sheet at
December 31, 2010. We will seek recovery of appnaely $12 million of these accrued costs throughre
natural gas transmission rates. The remaindereskticosts will be funded from operations. During®@Qve paid
approximately $8 million for cleanup and/or reméidia and monitoring activities. We expect to pap@ximately
$11 million in 2011 for these activities. Estimatéthe most likely costs of cleanup are generadlged on
completed assessment studies, preliminary resudisidies or our experience with other similar olga operations.
At December 31, 2010, certain assessment studiessti# in process for which the ultimate outcomay yield
significantly different estimates of most likelysts. Therefore, the actual costs incurred will depen the final
amount, type, and extent of contamination discavetehese sites, the final cleanup standards neady the EP,
or other governmental authorities, and other factor

We are also subject to the Federal Clean Air Aait{And to the Federal Clean Air Act Amendment$280
(1990 Amendments), which added significantly toéhisting requirements established by the Act. Famsto
requirements of the 1990 Amendments and EPA ruidsigded to mitigate the migration of ground-levabioe
(NOXx), we are planning installation of air polluticontrols on existing sources at certain facsiiie order to reduce
NOx emissions. For many of these facilities, wedaeeloping more cost effective and innovative carapol
engine control designs.

In March 2008, the EPA promulgated a new, loweridtel Ambient Air Quality Standard (NAAQS) for
ground-level ozone. Within two years, the EPA wgseeted to designate new eight-hour ozone nonratizmt
areas. However, in September 2009, the EPA annduhemuld reconsider the 2008 NAAQS for grounddev
ozone to ensure that the standards were cleariyndem in science and were protective of both puidiith and the
environment. As a result, the EPA delayed designaif new eight-hour ozone non-attainment areaguig 2008
standards until the reconsideration is completdaimuary 2010, the EPA proposed to further reduegtoundevel
ozone NAAQS from the March 2008 levels. The EPA@utly anticipates finalization of the new groura|
ozone standard in the third quarter of 2011. Degign of new eight-hour 0zone non-attainment areas
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are expected to result in additional federal aatestegulatory actions that will likely impact ayperations and
increase the cost of additionspgmperty, plant and equipment-rat the Consolidated Balance Sheet. We are u
at this time to estimate the cost of additions thay be required to meet this new regulation.

Additionally, in August 2010, the EPA promulgatedtinal Emission Standards for Hazardous Air Pafitg
(NESHAP) regulations that will impact our operasoifhe emission control additions required to cgmuyith the
NESHAP regulations are estimated to include casthe range of $31 million to $39 million througB13, the
compliance date.

Furthermore, the EPA promulgated the GreenhousdGld&) Mandatory Reporting Rule on October 30,
2009, which requires facilities that emit 25,000tmegtons or more carbon dioxide (GQ equivalent per year from
stationary fossil fuel combustion sources to ref@iG emissions to the EPA annually beginning M&th2011
for calendar year 2010. On November 30, 2010, & Bsued additional regulations that expand tlopsof the
Mandatory Reporting Rule to include fugitive anahtesl greenhouse gas emissions effective Janu&g11,
Facilities that emit 25,000 metric tons or more g&Quivalent per year from stationary fossil-fuel ¢arstion and
fugitive/vented sources combined will be requiredeport GHG combustion and fugitive/vented emissito the
EPA annually beginning March 31, 2012, for calengzar 2011. Compliance with this reporting obligatis
estimated to cost a total of $10 million to $14limil over the next four to five years.

In February 2010, the EPA promulgated a final rg&ablishing a new one-hour nitrogen dioxide (NO
NAAQS. The effective date of the new M standard was April 12, 2010. This new standardilgest to numerous
challenges in the federal court. We are unablbiatime to estimate the cost of additions that iayequired to
meet this new regulation.

Our interstate natural gas pipelines consider prtigéncurred environmental assessment and reriediabsts
and the costs associated with compliance with enwiiental standards to be recoverable through rates.
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ltem 7A. Quantitative and Qualitative Disclosures About MagkRisk

Interest Rate Risk

Our current interest rate risk exposure is relatémarily to our debt portfolio. The majority of odebt
portfolio is comprised of fixed rate debt in ordemitigate the impact of fluctuations in interestes. Any
borrowings under our credit facilities could beaatariable interest rate and could expose us tasgkef increasing
interest rates. The maturity of our long-term dadtfolio is partially influenced by the expectéeek of our
operating assets.

The tables below provide information by maturityedabout our interest rate risk-sensitive instrutsi@s of
December 31, 2010 and 2009. Long-term debt inghke$ represents principal cash flows, net of (dist)
premium, and weighted-average interest rates bgagg maturity dates. The fair value of our puklichded long-
term debt is valued using indicative year-end tdaolend market prices. Private debt is valued basesarket rates
and the prices of similar securities with similambs and credit ratings.

Fair Value
December 31
2011 2012 2013 2014 2015  Thereafter(1) Total 2010
(Millions)
Long-term debt, including
current portion(2)
Fixed rate $507 $35z $— $— $75C $ 7,49 $9,10¢ $ 9,99
Interest rate 6.4% 6.4% 6.3% 6.3% 6.4% 6.9%
Fair Value
December 31
2010 2011 2012 2013 2014  Thereafter(l) Total 2009
(Millions)
Long-term debt, including
current portion(2)
Fixed rate $15 $93€¢ $95¢ $— $— $ 6,11¢ $8,02t $ 8,90
Interest rate 7% 7.7% 7.7% 7.7% 7.7% 8.C%
Variable rate $— $— $25¢ $— $— $ — $ 25C % 237

Interest rate(3

(1) Includes unamortized discount and premi
(2) Excludes capital lease
(3) The interest rate at December 31, 2009 was LIBQR plpercent

Commodity Price Risk

We are exposed to the impact of fluctuations innttaeket price of natural gas, NGL and crude, a$ agbther
market factors, such as market volatility and epeammodity price correlations. We are exposedhése risks in
connection with our owned energy-related assetslong-term energy-related contracts and our petary trading
activities. We manage the risks associated withatmearket fluctuations using various derivatived monderivative
energy-related contracts. The fair value of deneatontracts is subject to many factors, includihgnges in
energy commodity market prices, the liquidity ardatility of the markets in which the contracts tansacted, and
changes in interest rates. (See Note 15 of Not€weisolidated Financial Statements.)

We measure the risk in our portfolios using a valtieisk methodology to estimate the potential dag-loss
from adverse changes in the fair value of the pbo$. Value at risk requires a number of key agstions and is
not necessarily representative of actual losséaifiivalue that could be incurred from the poribsli Our
value-at-risk model uses a Monte Carlo methodrnukite hypothetical movements in future marketgsiand
assumes that, as a result of changes in commadiitysp there is a 95 percent probability that the-dayloss in fait
value of the portfolios will not exceed the valueisk. The simulation method uses historical datiens and
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market forward prices and volatilities. In applyitig value-at-risk methodology, we do not consttat the
simulated hypothetical movements affect the pasdtior would cause any potential liquidity issues,ao we
consider that changing the portfolios in resposmarket conditions could affect market prices emald take
longer than a one-day holding period to executeilé\thone-day holding period has historically bé&@nindustry
standard, a longer holding period could more adelyraepresent the true market risk given marlatitity and our
own credit and liquidity constraints.

We segregate our derivative contracts into tradimgy nontrading contracts, as defined in the folhgwi
paragraphs. We calculate value at risk separabelthése two categories. Contracts designatedrasahpurchases
or sales and nonderivative energy contracts hage brcluded from our estimation of value at risk.

Trading

Our trading portfolio consists of derivative comtissentered into for purposes other than economibalging
our commodity price-risk exposure. The fair vald®uar trading derivatives was a net asset of $Honilat
December 31, 2010. The value at risk for contrhetd for trading purposes was less than $1 millibn
December 31, 2010 and December 31, 2009.

Nontrading

Our nontrading portfolio consists of derivative tawcts that hedge or could potentially hedge theepisk
exposure from the following activities:

Segment Commaodity Price Risk Exposure
Williams Partner: « Natural gas purchas

* NGL sales
Exploration & Productior « Natural gas purchases and si
Other * NGL purchase

The fair value of our nontrading derivatives waseaasset of $282 million at December 31, 2010.

The value at risk for derivative contracts heldrontrading purposes was $24 million at Decembef810,
and $34 million at December 31, 2009. During tharyended December 31, 2010, our value at riskhiese
contracts ranged from a high of $33 million to & lof $21 million. The decrease in value at riskvmtily reflects
the realization of certain derivative positions &nel market price impact, partially offset by negridative
contracts.

Certain of the derivative contracts held for nodiing purposes are accounted for as cash flow he@jake
total fair value of nontrading derivatives, castwilhedges had a net asset value of $266 milliaf Becember 31,
2010. Though these contracts are included in oluevat-risk calculation, any changes in the falueaof the
effective portion of these hedge contracts wouldegally not be reflected in earnings until the atsed hedged
item affects earnings.

Trading Policy

We have policies and procedures that govern odimigsand risk management activities. These policasr
authority and delegation thereof in addition totcolrequirements, authorized commaodities and tenah exposure
limitations. Value-at-risk is limited in aggregated calculated at a 95 percent confidence level.

Foreign Currency Risk

Net assets of our consolidated foreign operatish®se functional currency is the local currencg, lacated
primarily in Canada and approximate 8 percent apdr6ent of our net assets at December 31, 2012G0®@i
respectively. These foreign operations do not ksigmeificant transactions or financial instrumengmdminated in
currencies other than their functional currencywideer, these investments do have the potentiahpact our
financial position, due to fluctuations in thesedbcurrencies arising from the process of traimgiahe local
functional currency into the U.S. dollar. As an rede, a 20 percent change in the respective fumaticurrencies
against the U.S. dollar would have changgmtkholders’ equitiy approximately $117 million at December 31,
2010.
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Item 8. Financial Statements and Supplementary Data

MANAGEMENT’'S ANNUAL REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING

Management is responsible for establishing and taiaiimg adequate internal control over financiglaring
(as defined in Rules 13a - 15(f) and 15d - 15(famthe Securities Exchange Act of 1934). Our irgkcontrols
over financial reporting are designed to providesmable assurance to our management and boairécbds
regarding the preparation and fair presentaticimancial statements in accordance with accourgiiggciples
generally accepted in the United States. Our iatezantrol over financial reporting includes thgssicies and
procedures that (i) pertain to the maintenanceodnds that, in reasonable detail, accurately ainly freflect the
transactions and dispositions of our assets; (@yipe reasonable assurance that transactiongeeoeded as to
permit preparation of financial statements in adaace with generally accepted accounting princj@asd that our
receipts and expenditures are being made onlydardance with authorization of our management aatddof
directors; and (iii) provide reasonable assuraeganding prevention or timely detection of unauittext acquisitior
use or disposition of our assets that could haveaterial effect on our financial statements.

All internal control systems, no matter how welsidmed, have inherent limitations including the gty of
human error and the circumvention or overridingarfitrols. Therefore, even those systems deternminbd
effective can provide only reasonable assurande negpect to financial statement preparation ardentation.

Under the supervision and with the participatiomof management, including our Chief Executive ffiand
Chief Financial Officer, we assessed the effectgsrof our internal control over financial repagtes of
December 31, 2010, based on the criteria set fyrtine Committee of Sponsoring Organizations oftreadway
Commission (COSO) imternal Control — Integrated FrameworBased on our assessment, we concluded that, as
of December 31, 2010, our internal control oveafficial reporting was effective.

Ernst & Young LLP, our independent registered pubtcounting firm, has audited our internal contnadr
financial reporting, as stated in their report whig included in this Annual Report on Form 10-K.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
ON INTERNAL CONTROL OVER FINANCIAL REPORTING

The Board of Directors and Stockholders of
The Williams Companies, Inc.

We have audited The Williams Companies, Inc.’srimi&control over financial reporting as of DecemBg,
2010, based on criteria established in Internalt@br— Integrated Framework issued by the Committee
Sponsoring Organizations of the Treadway Commis@toe COSO criteria). The Williams Companies, Isc.’
management is responsible for maintaining effedtiternal control over financial reporting, and ftr assessment
of the effectiveness of internal control over fingh reporting included in the accompanying Managetis Annual
Report on Internal Control Over Financial Reporti@ur responsibility is to express an opinion c& @ompany’s
internal control over financial reporting basedoam audit.

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversighti8oa
(United States). Those standards require that e g@hd perform the audit to obtain reasonable assarabout
whether effective internal control over financiaporting was maintained in all material respects. &udit included
obtaining an understanding of internal control dugincial reporting, assessing the risk that aemaltweakness
exists, testing and evaluating the design and tipgraffectiveness of internal control based onabsessed risk,
and performing such other procedures as we comsldercessary in the circumstances. We believethaudit
provides a reasonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablesass
regarding the reliability of financial reportingathe preparation of financial statements for exaepurposes in
accordance with generally accepted accounting ipfeez A company’s internal control over finanaiaporting
includes those policies and procedures that (pjpeto the maintenance of records that, in redsiendetail,
accurately and fairly reflect the transactions disgositions of the assets of the company; (2) idmveasonable
assurance that transactions are recorded as ngctsparmit preparation of financial statementa@cordance wit
generally accepted accounting principles, andréipts and expenditures of the company are breadg only in
accordance with authorizations of management amdtdis of the company; and (3) provide reasonasdeirance
regarding prevention or timely detection of unauitted acquisition, use, or disposition of the comps assets that
could have a material effect on the financial stegets.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or dete
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjecheorisk that
controls may become inadequate because of chamgesditions, or that the degree of compliance Withpolicies
or procedures may deteriorate.

In our opinion, The Williams Companies, Inc. mainéal, in all material respects, effective interoahtrol ovel
financial reporting as of December 31, 2010, basethe COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), the consolidated balance sheEhefwilliams Companies, Inc. as of December 310241d 2009,
and the related consolidated statements of opestahanges in equity, and cash flows for eachefthree years in
the period ended December 31, 2010 of The Willi@ampanies, Inc. and our report dated February @4] 2
expressed an unqualified opinion thereon.

/sl Ernst & Young LLP
Tulsa, Oklahoma

February 24, 2011
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders of
The Williams Companies, Inc.

We have audited the accompanying consolidated balsineet of The Williams Companies, Inc. as of
December 31, 2010 and 2009, and the related cdasetl statements of operations, changes in equitycash
flows for each of the three years in the periodeehbecember 31, 2010. Our audits also includedinhecial
statement schedule listed in the index at Item)19(aese financial statements and schedule anefiponsibility of
the Company’s management. Our responsibility exjgress an opinion on these financial statememtseimedule
based on our audits. The 2010 financial statenwdfrBulfstream Natural Gas System, L.L.C. (“Gulfsim®’) (a
limited liability corporation in which the Compaimas a 50% interest), have been audited by othéioasivhose
report has been furnished to us, and our opiniotiher2010 consolidated financial statements, insadat relates to
the amounts included for Gulfstream, is based galelthe report of the other auditors. In the ctidated financial
statements, the Company’s investment in Gulfstrssstated at $378 million at December 31, 2010tard
Company'’s equity earnings in the net income of &rfam is stated at $66 million for the year thedesl.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighargio
(United States). Those standards require that ame ghd perform the audit to obtain reasonable assarabout
whether the financial statements are free of materisstatement. An audit includes examining, ¢esa basis,
evidence supporting the amounts and disclosurerifinancial statements. An audit also includeessing the
accounting principles used and significant estismatade by management, as well as evaluating thralbfieancial
statement presentation. We believe that our aaditisthe report of other auditors provide a reasienadsis for our
opinion.

In our opinion, based on our audits and the regloother auditors, the financial statements retetoeabove
present fairly, in all material respects, the cdidsted financial position of The Williams Compasiénc. at
December 31, 2010 and 2009, and the consolidasedtsef its operations and its cash flows for eafctine three
years in the period ended December 31, 2010, ifocmity with U.S. generally accepted accountingpiples.
Also, in our opinion, the related financial statetngchedule, when considered in relation to thécfasancial
statements taken as a whole, presents fairly imaterial respects the information set forth therei

As discussed in Note 9 to the consolidated findrstéements, beginning in the fourth quarter d®0he
Company changed its reserve estimates and releeldslires as a result of adopting new oil andrgssrve
estimation and disclosure requirements.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), The Williams Companies, Inc.’&inal control over financial reporting as of Decem81, 2010,
based on criteria established in Internal Controlntegrated Framework issued by the Committee ahSpring
Organizations of the Treadway Commission and goontedated February 24, 2011 expressed an unadhlifi
opinion thereon.

/sl Ernst & Young LLP
Tulsa, Oklahoma

February 24, 2011
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To the Members of Gulfstream Natural Gas Systein@..
Houston, Texas

We have audited the balance sheet of GulfstreamrilgBas System, L.L.C., (the “Company”), as of
December 31, 2010, and the related statementsesftipns, cash flows, and members’ equity and cehgnsive
income for the period ended December 31, 2010.dfirancial statements are the responsibility ef@ompany’s
management. Our responsibility is to express aniopion these financial statements based on out. aud

We conducted our audit in accordance with the mglgtandards of the Public Company Accounting Gigit
Board (United States). Those standards requireatbailan and perform the audit to obtain reasonasdeirance
about whether the financial statements are fraaai€rial misstatement. The Company is not requdthve, nor
were we engaged to perform, an audit of its intecoatrol over financial reporting. Our audit indked
consideration of internal control over financigboeting as a basis for designing audit procedurasdre appropria
in the circumstances, but not for the purpose pfessing an opinion on the effectiveness of the gay'’s internal
control over financial reporting. Accordingly, wepgess no such opinion. An audit also includes exarg, on a
test basis, evidence supporting the amounts actbdiges in the financial statements, assessingdbeunting
principles used and significant estimates made adgagement, as well as evaluating the overall fimhistatement
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, such financial statements presainlyf, in all material respects, the financial piwsi of
Gulfstream Natural Gas System, L.L.C. as of Decarlie2010, and the results of its operations #ndash flows
for the period ended December 31, 2010 in confgrmith accounting principles generally acceptethia United
States of America.

/s/ Deloitte & Touche LLP
Houston, Texas

February 23, 2011
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THE WILLIAMS COMPANIES, INC.
CONSOLIDATED STATEMENT OF OPERATIONS

Revenues
Williams Partners’
Exploration & Production:
Other
Intercompany eliminations
Total revenue
Segment costs and expens
Costs and operating expen:
Selling, general, and administrative exper
Impairments of goodwill and lor-lived asset:
Other (income) expen— net
Total segment costs and exper
General corporate expens
Operating income (loss
Williams Partners’
Exploration & Production:
Other
General corporate expens
Total operating income (los
Interest accrue
Interest capitalize
Investing income— net
Early debt retirement cos
Other income (expens— net
Income (loss) from continuing operations beforeme taxe:
Provision (benefit) for income tax
Income (loss) from continuing operatic
Income (loss) from discontinued operati
Net income (loss
Less: Net income attributable to noncontrollingenests

Net income (loss) attributable to The Williams Cangs, Inc.

Amounts attributable to The Williams Companies,. |
Income (loss) from continuing operatic
Income (loss) from discontinued operati

Net income (loss
Basic earnings (loss) per common sh

Income (loss) from continuing operatic
Income (loss) from discontinued operati

Net income (loss
Weightec-average shares (thousan

Diluted earnings (loss) per common shi
Income (loss) from continuing operatic
Income (loss) from discontinued operatic

Net income (loss
Weightec-average shares (thousan

* 2009 and 2008 recast as discussed in Nc

See accompanying notes.
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Years Ended December 31

2010

2009

2008

(Millions, except pel-share amounts)

$ 571 $ 460: $ 5,847
4,04z 3,68¢ 6,19t
1,057 78C 1,257
(1,199) (811) (1,409
9,61¢ 8,25 11,89
7,18¢ 6,081 8,77¢

49¢ 512 504
1,69: 20 152
(29 €) (229)
9,351 6,61( 9,20¢
221 164 14¢
1,46¢ 1,23¢ 1,34¢
(1,369) 372 1,23¢
162 36 10C
(221) (164) (149
44 1,481 2,53:
(632) (661) (63€)
51 76 59

20¢ 46 18¢
(60€6) (1) ()
12) 2 —
(94€) 94z 2,14¢
(30) 35¢ 677
(916) 584 1,467
(6) (222) 12¢
(922) 361 1,59:
17¢ 76 174

$ (1,09) $ 28% § 1.41¢
$ (1,09) $ 436 $ 1,30¢
(6) (152) 112

$ (1,09) $ 28F § 1.41¢
$ (1.8 $ 75 $ 2.2¢
(.01) (.26) A8

$ (1.8 $  .4c $ 244
584,55. 581,67: 581,34

$ (1.8) $ 75 $ 221
(.01) (.2€) ¢

$ (1.8 $  .4c 0§ 2.4C

584,55, 589,38! 592,71
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THE WILLIAMS COMPANIES, INC.
CONSOLIDATED BALANCE SHEET

December 31
2010 2009
(Millions, except pel-
share amounts)

ASSETS
Current asset:
Cash and cash equivale $ 79t $ 1,86
Accounts and notes receivable (net of allowanc&l&fat December 31, 2010 and $22 at
December 31, 200¢ 85¢ 81¢€
Inventories 30¢< 222
Derivative asset 40C 65C
Other current assets and deferred cha 17z 23¢€
Total current asse 2,53(C 3,79¢
Investment: 1,34« 88¢€
Property, plant, and equipme— net 20,27: 18,64«
Derivative asset 172 444
Goodwill 8 1,011
Other assets and deferred chai 64t 502
Total asset $24,97:  $25,28(

LIABILITIES AND EQUITY
Current liabilities:

Accounts payabl $ 91€ $ 934
Accrued liabilities 1,00z 94¢
Derivative liabilities 14¢€ 57¢
Long-term debt due within one ye 50¢ 17
Total current liabilities 2,57¢ 2,471
Long-term debt 8,60( 8,25¢
Deferred income taxe 3,44¢ 3,65¢
Derivative liabilities 14: 42¢€
Other liabilities and deferred incor 1,58¢ 1,441
Contingent liabilities and commitments (Note :
Equity:

Stockholder' equity:
Common stock (960 million shares authorized at&ilvalue; 620 million shares issue

at December 31, 2010 and 618 million shares isati®&cember 31, 200! 62C 61¢
Capital in excess of par vali 8,26¢ 8,13¢
Retained earnings (defic 47¢) 903
Accumulated other comprehensive income (1 (82 (16€)
Treasury stock, at cost (35 million shares of comrsimck) (1,047) (1,047
Total stockholder equity 7,28¢ 8,44
Noncontrolling interests in consolidated subsidis 1,331 572
Total equity 8,61¢ 9,01¢
Total liabilities and equit $24,97:  $25,28(

See accompanying notes.
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THE WILLIAMS COMPANIES, INC.
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

The Williams Companies, Inc., Stockholder:
Accumulated

Capital in  Retained Other Total
Common Excess o Earnings Comprehensive Treasury Stockholders Noncontrolling
Stock  Par Value (Deficit) Loss Stock Equity Interest Total
(Millions, except pel-share amounts)
Balance, December 31, 20C $ 606 $ 6,748 $ (299 $ (121) $ (567) $ 6,37t $ 1,430 $7,80¢
Comprehensive incom
Net income — — 1,41¢ — — 1,41¢ 174 1,59:
Other comprehensive incorr
Net change in cash flow hedges (Note — — — 452 — 452 2 45E
Foreign currency translation adjustme — — — (76) — (7€) — (76)
Pension benefit:
Prior service cos — — — 1 — 1 — 1
Net actuarial los — — — (337) — (337) 7) (349
Other postretirement benefi
Prior service cos — — — 9 — 9 — 9
Net actuarial los — — — 9) — (9) — (9)
Total other comprehensive incor 41 (5) 36
Total comprehensive incon 1,45¢ 16¢  1,62¢
Cash dividend— common stock (Note 1: — — (250) — — (250 — (250
Sale of limited partner units of consolidated pership — — — — — — 362 362
Dividends and distributions to noncontrolling irgsts — — — — — — (122) (122
Issuance of common stock from 5.5% debentures coimre
(Note 12) 2 25 — — — 27 — 27
Conversion of Williams Partners L.P. subordinataisuto commor
units (Note 12 — 1,22¢ — — — 1,22¢ (1,22%) —
Purchase of treasury stock (Note — — — — (474 (474) — (479
Stoclk-based compensation, net of tax ber 3 67 — — — 7C — 70
Other — 9 (1) — — 8 — 8
Balance, December 31, 20C 612 8,074 874 (80) (1,04) 8,44( 614 9,05¢
Comprehensive incom
Net income — — 28t — — 28t 76 361
Other comprehensive los
Net change in cash flow hedges (Note — — — (221) — (221) — (221
Foreign currency translation adjustme — — — 83 — 83 — 83
Pension benefit:
Net actuarial gail — — — 46 — 46 7 53
Other postretirement benefi
Prior service cos — — — 4 — 4 — 4
Total other comprehensive lo (89) 7 (81)
Total comprehensive incon 197 83 28C
Cash dividend— common stock (Note 1% — — (25€) — — (25€) —  (25€)
Dividends and distributions to noncontrolling irgsts — — — — — — (129) (129)
Issuance of common stock from 5.5% debentures csiore
(Note 12) 3 25 — — — 28 — 28
Stocl-based compensation, net of tax ber 2 3€ — — — 38 — 38
Other — — — — — — 4 4
Balance, December 31, 20C 61€ 8,13t 90:< (168) (1,04) 8,44 57z 9,01¢
Comprehensive income (los:
Net income (loss — —  (1,09)) — — (1,097 178 (922
Other comprehensive incon
Net change in cash flow hedges (Note — — — 92 — 92 — 92
Foreign currency translation adjustme — — — 29 — 29 — 29
Pension benefit:
Prior service cos — — — 1 — 1 — 1
Net actuarial los — — — (25) — (25) — (25
Other postretirement benefi
Prior service cos — — — ?3) — ) — (©)]
Net actuarial los — — — (8) — (8) — (8)
Total other comprehensive incor — — — — — 86 — 86
Total comprehensive income (los — — — — — (1,01 175 (83€)
Cash dividend— common stock (Note 1: — — (284) — — (284) — (289
Dividends and distributions to noncontrolling irgsts — — — — — — (145)  (14%)
Issuance of common stock from 5.5% debentures ceimre
(Note 12) — 2 — — — 2 — 2
Sale of limited partner units of consolidated pership — — — — — — 80¢€ 80€
Stocl-based compensation, net of tax ber 2 55 — — — 57 — 57
Changes in Williams Partners L.P. ownership intemest — 77 — — — 77 77 —
Other — — — — — — — —
Balance, December 31, 201 $ 620 $ 826¢ $ (479 $ (82) $(1,04) $ 7,28t $ 1,331 $8,61¢

See accompanying notes.
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THE WILLIAMS COMPANIES, INC.
CONSOLIDATED STATEMENT OF CASH FLOWS

Years Ended December 31

2010 2009 2008
(Millions)
OPERATING ACTIVITIES:
Net income (loss $ (922) $ 361 $1,59
Adjustments to reconcile to net cash provided bgrafing activities
Depreciation, depletion, and amortizat 1,507% 1,46¢ 1,31C
Provision (benefit) for deferred income ta: (15%) 24¢ 611
Provision for loss on goodwill, investments, prdpend other asse 1,73¢ 38¢€ 16€
Gain on sale of contractual production rig — — (14¢)
Provision for doubtful accounts and no (6) 48 15
Amortization of stoc-based award 48 43 31
Early debt retirement cos 60€ 1 1
Cash provided (used) by changes in current asadtkabilities:
Accounts and notes receival (36) 52 33t
Inventories (82) 33 (48)
Margin deposits and customer margin deposits pa 1) 4 88
Other current assets and deferred cha 43 7 (82
Accounts payabl (14) 5 (349
Accrued liabilities (29) (270 7
Changes in current and noncurrent derivative assetdiabilities 42 36 (127)
Other, including changes in noncurrent assetsiabdities 2 48 (59
Net cash provided by operating activit 2,651 2,572 3,35¢
FINANCING ACTIVITIES:
Proceeds from lor-term debt 5,12¢ 59t 674
Payments of lor-term debi (4,30%) (33 (665)
Proceeds from sale of limited partner units of odidated partnershir 80¢ — 362
Dividends paic (284) (25€) (250
Purchase of treasury sto — — (474)
Dividends and distributions paid to noncontrollinterests (14%) (229 (122
Payments for debt issuance cc (77) @) 4
Premiums paid on early debt retireme (574 — —
Changes in restricted ca — 40 (5)
Changes in cash overdra 14 (52) —
Other— net 3 7 52
Net cash provided (used) by financing activi 57E 16€ (432)
INVESTING ACTIVITIES:
Capital expenditures (2,788 (2,387 (3,399
Purchases of investments/advances to affili (48¢) (142 (117
Purchase of business (2,099 — —
Proceeds from sale of contractual production ri — — 14¢
Distribution from Gulfstream Natural Gas Systeni,.C. — 14¢ —
Other— net 79 71 174
Net cash used by investing activit (4,296 (2,310 (3,189
Increase (decrease) in cash and cash equiv: (1,072 42¢ (260)
Cash and cash equivalents at beginning of 1,867 1,43¢ 1,69¢
Cash and cash equivalents at end of $ 79t $1867 $1,43¢
* Increases to property, plant, and equiprr $(2,755) $(2,314) $(3,47%)
Changes in related accounts payable and accruslitiées (33 (73) 81
Capital expenditure $(2,78¢) $(2,387) $(3,399)

See accompanying notes.
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THE WILLIAMS COMPANIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Description of Business, Basis of Presentation, ar@ummary of Significant Accounting Policies
Description of Business

Operations of our company are located principallyhie United States and are organized into theviafig
reporting segments: Williams Partners, Explora8oRroduction, and Other.

Williams Partners consists of our consolidated erdghited partnership, Williams Partners L.P. (WRAd
includes the gas pipeline and midstream businegkaésvere contributed as part of our first qua?@t0
restructuring. The contributed gas pipeline busiaesnclude 100 percent of Transcontinental Gas Bipe
Company, LLC (Transco), 65 percent of NorthweseRie GP (Northwest Pipeline), and 24.5 percent of
Gulfstream Natural Gas System, L.L.C. (Gulfstreahfe remaining 35 percent of Northwest Pipelindiisctly
owned by WPZ following the third quarter 2010 mergEWPZ and Williams Pipeline Partners L.P. (WMZ).
WPZ’s midstream operations are composed of sigmifidarge-scale operations in the Rocky Mountaith Gulf
Coast regions, operations in Pennsylvania’s Marsefhale region, and various equity investmentmestic
processing and fractionation assets. WPZ’s midstrassets also include substantial operations aregtiments in
the Four Corners and Gulf Coast regions, as wall[d&Ls fractionator and storage facilities nean@ay, Kansas.

Exploration & Production includes the natural gaselopment, production and gas management acsvitie
primarily in the Rocky Mountain and Mid-Continemgions of the United States, natural gas developawivities
in the northeastern portion of the United Statdsarad natural gas interests in South America, mode recently, oil
development activities in the northern United Stafehe gas management activities include procutiaand
shrink gas for our midstream businesses and pmyidiarketing to third parties, such as producedslitfonally,
gas management activities include managing vanatisral gas related contracts such as transporiaiorage, an
related hedges.

Other includes other business activities that ateoperating segments, primarily our Canadian meégsh and
domestic olefins operations, a 25.5 percent inténeSulfstream, as well as corporate operations.

Basis of Presentation

During fourth-quarter 2010, we contributed a businepresented by certain gathering and proceassgjs in
Colorado’s Piceance basin to WPZ. The transactianteen accounted for as a combination of entitidgr
common control whereby the assets and liabilit#d were recorded by WPZ at their historical amsufihe
operations of this business and the related aasdtfabilities were previously reported through Buploration &
Production segment, however they are now repont@dii Williams Partners segment. Prior period segme
disclosures have been adjusted for this transaction

Master limited partnerships

At December 31, 2010, we own approximately 75 paroéthe interests in WPZ, including the interesitshe
general partner, which is wholly owned by us, amekntive distribution rights. At December 31, 208@, owned
approximately 24 percent of WPZ. Changes in ouraaimp of WPZ occurring during the past year inetud

« In conjunction with our first quarter 2010 tresturing, we ultimately received 203,000,000 coonnainits
from WPZ. Following this transaction, we owned apgimately 84 percent of WP

¢ On August 31, 2010, WMZ unitholders approvee inerger between WMZ and WPZ. As a result of the
merger, effective September 1, 2010, WMZ unithddether than its general partner, received 0.7584
WPZ common units for each WMZ common unit they otvatethe effective time of the merger, for a total
issuance of 13,580,485 common units. Upon competiis merger, WMZ is wholly owned by WPZ and
is no longer publicly tradet
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THE WILLIAMS COMPANIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

¢ On September 28, 2010, WPZ completed an eggstiance of common units resulting in proceeds of
$380 million, net of the underwrite’ discount and fee:

¢ On October 8, 2010, WPZ sold additional commpits to the underwriters upon the underwriters’
exercise of their option to purchase additional kam units pursuant to WPZ's common unit offering in
September 2010. The offering resulted in proceé&$0 million, net of the underwriters’ discountdan
fees.

¢ On December 17, 2010, WPZ completed an edgstyance of common units resulting in proceeds of
approximately $369 million, net of the underwri’ discount and fee:

These transactions resulted in changes in owneb&tipeen us and the noncontrolling interest thaeHeeen
accounted for as equity transactions, resultirgnimggregate $77 million increase in capital inesgf par and a
corresponding decrease in noncontrolling interesbnsolidated subsidiaries.

WPZ is self funding and maintains separate lindsamik credit and cash management accounts. Cash
distributions from WPZ to us, including any asstaibtwith our incentive distribution rights, occiraugh the
normal partnership distributions from WPZ to alttpars.

Discontinued operations

The accompanying consolidated financial statemamtisnotes reflect the results of operations arahfiral
position of certain of our Venezuela operations atier former businesses as discontinued operat{§es Note 2

Unless indicated otherwise, the information in Muges to the Consolidated Financial Statementse®ta our
continuing operations.
Summary of Significant Accounting Policies
Principles of consolidation

The consolidated financial statements include tu®ants of our corporate parent and our majoritywsvor
controlled subsidiaries and investments. We agmyetquity method of accounting for investmentsrinansolidate
companies in which we and our subsidiaries owrnZi0tpercent of the voting interest, otherwise eiser
significant influence over operating and finangialicies of the company, or where majority ownepsibes not
provide us with control due to significant partiaipry rights of other owners.

Use of estimates

The preparation of financial statements in confeymiith accounting principles generally acceptethia
United States requires management to make estimateassumptions that affect the amounts repantétei
consolidated financial statements and accompanyates. Actual results could differ from those esties.

Significant estimates and assumptions include:
* Impairment assessments of investments,-lived assets and goodwi
« Litigation-related contingencie
» Valuations of derivatives
« Hedge accounting correlations and probabi
« Environmental remediation obligatior
» Realization of deferred income tax ass
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

» Valuation of Exploration & Producti(s reserves
« Asset retirement obligation
« Pension and postretirement valuation variat

These estimates are discussed further throughese thotes.

Regulatory accounting

Transco and Northwest Pipeline are regulated by#ueral Energy Regulatory Commission (FERC). Their
rates established by the FERC are designed to eetl® costs of providing the regulated servicad,their
competitive environment makes it probable that satés can be charged and collected. Thereforananagement
has determined that it is appropriate to accounaif report regulatory assets and liabilitiestegldo these
operations consistent with the economic effechefway in which their rates are established. Actingrfor these
businesses that are regulated can differ from ¢bewunting requirements for non-regulated busineSgesse
differences are discussed further throughout theses.

Cash and cash equivalents

Our cash and cash equivalertialance includes amounts primarily invested in fuwith high-quality, short-
term securities and instruments that are issuggiaranteed by the U.S. government. These have ityadates of
three months or less when acquired.

Accounts receivable

Accounts receivablare carried on a gross basis, with no discountasg, the allowance for doubtful accounts.
We estimate the allowance for doubtful accountetdam existing economic conditions, the financalditions of
the customers and the amount and age of past doerats. Receivables are considered past due ipfyiment is
not received by the contractual due date. Inténesime related to past due accounts receivablerierglly
recognized at the time full payment is receiveddalectability is assured. Past due accounts amergdly written of
against the allowance for doubtful accounts ontgradll collection attempts have been exhausted.

Inventory valuation

All inventoriesare stated at the lower of cost or market. The abstventories is primarily determined using
the average-cost method. We determine the cogrtdin natural gas inventories held by Transcogtie
last-in, first-out (LIFO) cost method. LIFO invemyoat December 31, 2010 and 2009 is $9 million &hdnillion,
respectively.

Property, plant, and equipment

Property, plant, and equipmeistrecorded at cost. We base the carrying valiubasfe assets on estimates,
assumptions and judgments relative to capitalizestisc useful lives and salvage values.

As regulated entities, Northwest Pipeline and Tearmovide for depreciation using the straight-linethod at
FERC-prescribed rates. See Note 9 for depreciasitas used for major regulated gas plant facilities

Depreciation for nonregulated entities is provigedharily on the straight-line method over estindatseful
lives, except as noted below for oil and gas exgtion and production activities. See Note 9 foreegmated useful
lives associated with our nonregulated assets.

Gains or losses from the ordinary sale or retirdroéproperty, plant, and equipment for regulatgubfines are
credited or charged to accumulated depreciatidrerajains or losses are recordedtimer (income) expense — net
included inoperating income
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Ordinary maintenance and repair costs are genargignsed as incurred. Costs of major renewals and
replacements are capitalizedpsperty, plant, and equipment — net

Oil and gas exploration and production activitiess accounted for under the successful efforts nietBosts
incurred in connection with the drilling and equiipg of exploratory wells, as applicable, are cdjzi¢al as incurred.
If proved reserves are not found, such costs aaggeld to expense. Other exploration costs, inctultiase rentals,
are expensed as incurred. All costs related toldpmeent wells, including related production equiprinand lease
acquisition costs, are capitalized when incuri@ebreciation, depletion and amortizatiemprovided under the
units-of-production method on a field basis.

We record an asset and a liability upon incurreztpgal to the present value of each expected fatsset
retirement obligation (ARO). The ARO asset is defated in a manner consistent with the depreciasfdhe
underlying physical asset. We measure change®ilathility due to passage of time by applying atetiest method
of allocation. This amount is recognized as andase in the carrying amount of the liability ancharresponding
accretion expense includedather (income) expense — imtluded inoperating income except for regulated
entities, for which the liability is offset by agelatory asset as management expects to recovamasio future
rates. The regulatory asset is amortized commetaswith our collection of those costs in rates.

Measurements of AROs include, as a component ofdwxpected costs, an estimate of the price ttiatch
party would demand, and could expect to receivebéaring the uncertainties inherent in the obilayet, sometime
referred to as a market-risk premium.

Goodwill

Goodwill represents the excess of cost over fair valuesafisets of businesses acquired. It is evaluatedsit
annually for impairment by first comparing our mgament’s estimate of the fair value of a reporting with its
carrying value, including goodwill. If the carryinglue of the reporting unit exceeds its fair valmeomputation of
the implied fair value of the goodwill is compangith its related carrying value. If the carryindwa of the
reporting unit goodwill exceeds the implied faitu@of that goodwill, an impairment loss is recag in the
amount of the excess.

As a result of significant declines in forward mafugas prices during the third quarter of 2010 pegormed a
interim impairment assessment of our goodwill. Aesult of that assessment, we recorded an impairafe
goodwill of approximately $1 billion. See Note 4.

Cash flows from revolving credit facilities

Proceeds and payments related to borrowings undesredit facilities are reflected in tfi@ancing activitieof

the Consolidated Statement of Cash Flows on a dpasis.
Treasury stock

Treasury stoclpurchases are accounted for under the cost metheckly the entire cost of the acquired stock
is recorded as treasury stock. Gains and loss#seosubsequent reissuance of shares are creditdduged to
capital in excess of par valussing the average-cost method.

Derivative instruments and hedging activities

We utilize derivatives to manage our commodity @tick. These instruments consist primarily of fatu
contracts, swap agreements, option contracts,@mdifd contracts involving short- and long-termghases and
sales of a physical energy commodity.

We report the fair value of derivatives, excepttfarse for which the normal purchases and norniessa
exception has been elected, on the ConsolidatezhBalSheet iderivative assetandderivative liabilitiesas
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either current or noncurrent. We determine theenuirand noncurrent classification based on thentinoff expected
future cash flows of individual trades. We repbegse amounts on a gross basis. Additionally, wertegash
collateral receivables and payables with our capatties on a gross basis.

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

Derivative Treatment Accounting Method
Normal purchases and normal sales excej Accrual accounting
Designated in a qualifying hedging relations Hedge accountin
All other derivatives Mark-to-market accountin

We may elect the normal purchases and normal eateption for certain short- and long-term purcbas®l
sales of a physical energy commodity. Under acaaabunting, any change in the fair value of thiexévatives is
not reflected on the balance sheet after the imtection of the exception.

We have also designated a hedging relationshipedain commodity derivatives. For a derivativejtalify
for designation in a hedging relationship, it mugtet specific criteria and we must maintain appater
documentation. We establish hedging relationshigsyant to our risk management policies. We evaltret
hedging relationships at the inception of the healyd on an ongoing basis to determine whetherehgihg
relationship is, and is expected to remain, higtffgctive in achieving offsetting changes in faatue or cash flows
attributable to the underlying risk being hedged #is0 regularly assess whether the hedged foeetasnsaction
is probable of occurring. If a derivative ceasebdar is no longer expected to be highly effectoraf we believe
the likelihood of occurrence of the hedged forem@ds$tansaction is no longer probable, hedge acoaigt
discontinued prospectively, and future changebkénfair value of the derivative are recognized ently inrevenue:
or costs and operating expensigpendent upon the underlying hedge transaction.

For commodity derivatives designated as a cash fletlge, the effective portion of the change invaiue of
the derivative is reported eccumulated other comprehensive income (I086)CI) and reclassified into earnings in
the period in which the hedged item affects eamidgy ineffective portion of the derivative’s clggmin fair value
is recognized currently irevenue®r costs and operating expenseé3ains or losses deferred in AOCI associated
with terminated derivatives, derivatives that cetasiee highly effective hedges, derivatives for ethihe forecasted
transaction is reasonably possible but no longebaisle of occurring, and cash flow hedges that haemn
otherwise discontinued remain in AOCI until the ged item affects earnings. If it becomes probatié the
forecasted transaction designated as the hedgedrita cash flow hedge will not occur, any gainoss deferred in
AOCI is recognized imevenue®r costs and operating expenseghat time. The change in likelihood is a
judgmental decision that includes qualitative assesnts made by manageme

For commodity derivatives that are not designatea hedging relationship, and for which we haveahetted
the normal purchases and normal sales exceptiorgpeat changes in fair value currentlyravenuer costs and
operating expensetependent upon the underlying hedge transaction.

Certain gains and losses on derivative instrumeetaded in the Consolidated Statement of Operatame
netted together to a single net gain or loss, wdtiher gains and losses are reported on a gross Basns and
losses recorded on a net basis include:

¢ Unrealized gains and losses on all derivattizas are not designated as hedges and for whidtewe not
elected the normal purchases and normal sales g

¢ The ineffective portion of unrealized gainsldosses on derivatives that are designated asfloash
hedges

» Realized gains and losses on all derivatives gt#edinancially other than natural gas derivasier NGL
processing activities

» Realized gains and losses on derivatives helddolirtg purposes
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» Realized gains and losses on derivatives entetediia pr-contemplated buy/sell arrangeme

Realized gains and losses on derivatives that regnysical delivery, as well as natural gas de¢ixea for
NGL processing activities and which are not heldtfading purposes nor were entered into as -contemplated
buy/sell arrangement, are recorded on a gross.basisaching our conclusions on this presentatiemconsidered
whether we act as principal in the transaction;tiveiewe have the risks and rewards of ownershgb,dting credit
risk; and whether we have latitude in establishoriges.

Revenues

Revenues from our gas pipeline businesses are flirfram services pursuant to lortgrm firm transportatio
and storage agreements. These agreements providedservation charge based on the volume of actett
capacity and a commodity charge based on the voafrgas delivered, both at rates specified in &RE tariffs.
We recognize revenues for reservation chargeslyat&br the contract period regardless of the vawhnatural
gas that is transported or stored. Revenues fonamdity charges, from both firm and interruptiblartsportation
services, and storage injection and withdrawalisesy are recognized when natural gas is delivetrdide agreed
upon delivery point or when natural gas is injeaedvithdrawn from the storage facility.

In the course of providing transportation servimesustomers, we may receive different quantitiegas from
shippers than the quantities delivered on behatfia$e shippers. The resulting imbalances are pitinsettled
through the purchase and sale of gas with our mest® under terms provided for in our FERC tarikevenue is
recognized from the sale of gas upon settlemetiteofransportation and exchange imbalances.

As a result of the ratemaking process, certainmees collected by us may be subject to refunds tip®n
issuance of final orders by the FERC in pending prbceedings. We record estimates of rate refiabdities
considering our and other third-party regulatorygeedings, advice of counsel and other risks.

Revenues from our midstream operations includeetldesived from natural gas gathering and processing
services and are performed under volumetric-baseddntracts, keep-whole agreements and
percent-of-liquids arrangements. Revenues undemvetric-based fee contracts are recorded whencesrhiave
been performed. Under keep-whole and percent-afdgprocessing contracts, we retain the rights toradl portior
of the NGLs extracted from the producers’ natues gtream and recognize revenues when the extisdGed are
sold and delivered.

Oil gathering and transportation revenues and oftsproductiorhandling fees of our midstream operations
recognized when the services have been performexthi@ offshore production handling contracts contixed
payment terms that result in the deferral of reesnuntil such services have been performed.

We market NGLs that we purchase from our produastammers. Revenues from marketing NGLs are
recognized when the products have been sold anceosd.

Storage revenues under prepaid contracted stoequpeity contracts are recognized evenly over fheofithe
contract as services are provided.

Revenues for sales of natural gas are recognized e product is sold and delivered. Revenues frem
domestic production of natural gas in propertiesathich Exploration & Production has an interesthadther
producers are recognized based on the actual velspid during the period. Any differences betweelumes sold
and entitlement volumes, based on Exploration &Bection’s net working interest, that are determiteetle
nonrecoverable through remaining production aregeized as accounts receivable or accounts payable,
appropriate. Cumulative differences between volusoéd and entitlement volumes are not significant.

We have NGLs and olefins extraction operations wheg retain certain products extracted from thelpcers’
off-gas stream and we recognize revenues wherxtheceed products are sold and delivered to
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our purchasers. We also produce olefins from puethdeed-stock, and we recognize revenues wheuldfies are
sold and delivered.

Impairment of long-lived assets and investments

We evaluate the long-lived assets of identifiahleibess activities for impairment when events @ngyes in
circumstances indicate, in our management’s judgntieat the carrying value of such assets may aot b
recoverable. Except for proved and unproved prageediscussed below, when an indicator of impaitrhas
occurred, we compare our management’s estimatadi$counted future cash flows attributable to theets to the
carrying value of the assets to determine whethe@ma@airment has occurred and we apply a probghiliighted
approach to consider the likelihood of differensttflow assumptions and possible outcomes inclusétigng in the
near term or holding for the remaining estimateefuidife. If an impairment of the carrying valuasioccurred, we
determine the amount of the impairment recogningtié financial statements by estimating the falug of the
assets and recording a loss for the amount thatatrging value exceeds the estimated fair value.

For assets identified to be disposed of in ther&uind considered held for sale, we compare thgingrvalue
to the estimated fair value less the cost to salletermine if recognition of an impairment is riegd. Until the
assets are disposed of, the estimated fair valbighvincludes estimated cash flows from operatiamisl the
assumed date of sale, is recalculated when redateats or circumstances change.

Proved properties, including developed and und@eslpare assessed for impairment using estimatecefu
undiscounted cash flows on a field basis. If thdiscounted cash flows are less than the carryihgevaf the asset
then a subsequent analysis to estimate fair valperformed using discounted cash flows. Estimdtitigre cash
flows involves the use of complex judgments suchsiBnation of the oil and gas reserve quantitisk,associated
with the different categories of oil and gas ressrtiming of development and production, expetuéare
commodity prices, capital expenditures, and prdduatosts.

Unproved properties include lease acquisition castscosts of acquired unproved reserves. Indiligua
significant lease acquisition costs are assessaabdly, or as conditions warrant, for impairmennsialering our
future drilling plans, the remaining lease term agxknt drilling results. Lease acquisition coktt aire not
individually significant are aggregated, and thetipo of such costs estimated to be nonproductamniortized ove
the average holding period. The estimate of whalccbe nonproductive is based on our historicakeexmce or
other information, including current drilling plaasd existing geological data. A majority of thestsoof acquired
unproved reserves are associated with areas tdwwhived developed producing reserves are aldbugtd.
Generally, economic recovery of unproved resemesich areas is not yet supported by actual promuot
conclusive formation tests, but may be confirmeabiycontinuing development program. Ultimate resrg\of
potentially recoverable reserves in areas withbdisteed production generally has greater probghifian in areas
with limited or no prior drilling activity. Costsf@cquired unproved reserves are assessed annuradly,conditions
warrant, for impairment using estimated future distted cash flows on a field basis and considesinguture
drilling plans. If the unproved properties are deti@ed to be productive, the appropriate relatestscare transferre
to proved oil and gas properties.

We evaluate our investments for impairment whemesver changes in circumstances indicate, in our
management’s judgment, that the carrying valuaiohsnvestments may have experienced an
other-than-temporary decline in value. When eviéeofdoss in value has occurred, we compare oimasg of fair
value of the investment to the carrying value efithvestment to determine whether an impairmenolasrred. If
the estimated fair value is less than the carryalge and we consider the decline in value to be
other-than-temporary, the excess of the carryidgevaver the fair value is recognized in the coidstéd financial
statements as an impairment charge.

94




Table of Contents

THE WILLIAMS COMPANIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Judgments and assumptions are inherent in our reem&ys estimate of undiscounted future cash flows ar
asset’s fair value. Additionally, judgment is usedietermine the probability of sale with respecassets
considered for disposal.

Capitalization of interest

We capitalize interest during construction on majamjects with construction periods of at leaseéhmonths
and a total project cost in excess of $1 milliovietest is capitalized on borrowed funds and, whegalation by thi
FERC exists, on internally generated funds as gpooent ofother income (expense) — ndthe rates used by
regulated companies are calculated in accordanttePlRC rules. Rates used by nonregulated comparedsased
on the average interest rate on debt.

Employee stock-based awards

Stock options are valued at the date of award, kvtlaes not precede the approval date, and compamsatt
is recognized on a straight-line basis, net ofhesstied forfeitures, over the requisite service mkridhe purchase
price per share for stock options may not be leas the market price of the underlying stock ondate of grant.
Stock options generally become exercisable ovareetyear period from the date of grant and casubgect to
accelerated vesting if certain future stock pricespecific financial performance targets are age Stock options
generally expire ten years after the grant.

Restricted stock units are generally valued at etarlue on the grant date and generally vest thvee years.
Restricted stock unit compensation cost, net afmeged forfeitures, is generally recognized overksting period
on a straight-line basis.

Income taxes

We include the operations of our subsidiaries inamnsolidated tax return. Deferred income taxes ar
computed using the liability method and are progide all temporary differences between the findrmais and
the tax basis of our assets and liabilities. Ounagg@ment’s judgment and income tax assumptiongsa to
determine the levels, if any, of valuation allowes@associated with deferred tax assets.

Earnings (loss) per common share

Basic earnings (loss) per common shréased on the sum of the weightagrage number of common she
outstanding and vested restricted stock ubiisited earnings (loss) per common shareludes any dilutive effect
of stock options, nonvested restricted stock waniid, for applicable periods presented, convertiblat, unless
otherwise noted.

Foreign currency translation

Certain of our foreign subsidiaries use the Camaddallar as their functional currency. Assets aalilities of
such foreign subsidiaries are translated at thersp® in effect at the applicable reporting datej the combined
statements of operations are translated into tiSe dbllar at the average exchange rates in effgotg the
applicable period. The resulting cumulative tratistaadjustment is recorded as a separate compoh&@Cl.

Transactions denominated in currencies other tharfiunctional currency are recorded based on exgheates
at the time such transactions arise. Subsequengekan exchange rates result in transaction gaiddosses which
are reflected in the Consolidated Statement of &jmars.
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Issuance of equity of consolidated subsidiary

Sales of residual equity interests in a consoliiatésidiary are accounted for as capital transastiNo
adjustments to capital are made for sales of pgefi interests in a subsidiary. No gain or Iesseicognized on
these transactions.

Note 2. Discontinued Operations
Summarized Results of Discontinued Operations
Years Ended

December 31,
2010 2009 2008

(Millions)

Revenue: $— $ — $17z
Income (loss) from discontinued operations beforgéirments) and gai

on sale, gain on deconsolidation and income t $(2 $ @87 $241
(Impairments) and gain on s¢ — (217) 8
Gain on deconsolidatic — 9 —
(Provision) benefit for income tax 4 66 (129
Income (loss) from discontinued operatic $(6) $(227 $12¢
Income (loss) from discontinued operatio

Attributable to noncontrolling interes $— $(70) $ 13

Attributable to The Williams Companies, In $ (6) $(15%) $ 11z

The decrease irevenueseflects the cessation of revenue recognition ofdiscontinued Venezuela operations
in 2009.

Income (loss) from discontinued operations befargpéirments) and gain on sale, gain on deconsadiitatand
income taxegor 2009 primarily includes losses from our dis¢onéd Venezuela operations, including $48 million
of bad debt expense and a $30 million net chargéectto the write-off of certain deferred charges credits.
Offsetting these losses is a $15 million gain exlab our former coal operations.

Income (loss) from discontinued operations beforgpéirments) and gain on sale, gain on deconsadiitgtand
income taxefor 2008 includes:

* $140 million of gains related to the favoral#solution of matters involving pipeline transgoidn rates
associated with our former Alaska operatic

$77 million of income related to our discontinuednéeuela operation

$54 million of income related to a reductidrr@maining amounts accrued in excess of our otitiga
associated with the Tra-Alaska Pipeline System Quality Bar

An $11 million charge associated with an oil pusghaontract related to our former Alaska refin

A $10 million charge associated with a settatrprimarily related to the sale of NGL pipelinstems in
2002.

(Impairments) and gain on saler 2009 reflects an impairment of our Venezuelgpgrty, plant, and
equipment. (See Note 14.)

(Impairments) and gain on saler 2008 includes the final proceeds from the 2688ié of our former power
business.
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Gain on deconsolidatioreflects the gain recognized when we deconsoliddieentities that owned and
operated our Venezuela gas compression facilities f their expropriation by the Venezuelan gaweent in
20009.

(Provision) benefit for income taxés 2009 includes a $76 million benefit from theeesal of deferred tax
balances related to our discontinued Venezuelaatipes.
Note 3. Investing Activities
Investing Income

Years Ended December 31
2010 2009 2008

(Millions)
Equity earnings’ $165  $13€  $137
Income (loss) from investment 43 (75) 1
Impairment of co-based investmen — (22 (O]
Interest income and oth 3 7 55
Total investing incom: $20¢ $ 46  $18¢

* |tems also included isegment profit (loss. (See Note 18.

Income (loss) from investmeiits2009 reflects a $75 million impairment chargkated to an
other-than-temporary loss in value associated authVenezuelan investment in Accroven SRL (Accrgven
Accroven owns and operates gas processing fasikitiel a NGL fractionation plant for the exclusienéfit of
Petréleos de Venezuela S.A. (PDVSA). The deteiiingatircumstances in the first quarter of 2009dar
Venezuelan operations caused us to review our imesg in Accroven. We utilized a probability-weight
discounted cash flow analysis, which included derafix discount rate of 20 percent to reflectribk associated
with operating in Venezuela. Accroven was not pathe operations that were expropriated by theeZeplan
government in May 2009.

In June 2010, we sold our 50 percent interest ioréwen to the state-owned oil company, PDVSA for
$107 million. Of this amount, $13 million was reegsd in cash at closing and another $30 million reagived in
August 2010. The remainder is due in six quartpdyments beginning October 31, 2010. The first tgulgr
payment of $11 million was received in January 284d will be recognized as income in 2011. We weolhtinue to
recognize the resulting gain as cash is receivedrdven was not part of our operations that weprapriated by
the Venezuelan government in May 2009.

Impairment of cost-based investment2009 includes an $11 million impairment relatedur 4 percent
interest in a Venezuelan corporation that ownsapetates oil and gas activities. This investmesiilted from our
previous 10 percent direct working interest in aaassion that was converted to a reduced intareshiixed
company at the direction of the Venezuelan govennme2006. Considering our evaluation of the deteting
financial condition of this corporation, we recoddn other-than-temporary decline in value of @maining
investment balance.

The unfavorable change iinterest income and othér 2009 is primarily due to lower average intemases
which continued in 2010.
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Investments
December 31,
2010 2009
(Millions)

Equity method
Overland Pass Pipeline Company L— 50% $ 42¢ $ —
Gulfstream— 50%(1) 37¢ 383
Discovery Producer Services LI— 60%(2) 181 18¢
Laurel Mountain Midstream, LL«— 51%(2) 17C 13¢
Petrolera Entre Lomas S.— 40.8% 81 81
Other 102 98
1,34z 884
Cost methoc 2 2
$1,34¢ $88¢

(1) As of December 31, 2010, 24.5 percent interestlid Within Williams Partners, with the remaining.2percent
held within Other

(2) We account for these investments under the equéthaod due to the significant participatory rightoor
partners such that we do not control the investm

Differences between the carrying value of our ggimivestments and the underlying equity in theassets of
the investees are primarily related to impairmevespreviously recognized. These differences arertired over
the expected remaining life of the investees’ ulyiteg assets.

In September 2010, we purchased an additional #a®ptownership interest in Overland Pass Pipeline
Company LLC (OPPL) for $424 million. In additiongvinvested $43 million and $133 million in Laurebihtain
Midstream, LLC in 2010 and 2009, respectively.

Dividends and distributions, including those presdrbelow, received from companies accounted fahby
equity method were $193 million, $291 million, et67 million in 2010, 2009, and 2008, respectivélyese
transactions reduced the carrying value of ourstments. These dividends and distributions primamitiuded:

Years Ended
December 31,
2010 2009 2008

(Millions)
Gulfstrearr $81  $22¢  $58
Discovery Producer Services LL 44 32 56
Aux Sable Liquid Products L 28 15 28

In 2009, we received a $148 million distributioorfr Gulfstream following its debt offering.
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Summarized Financial Position and Results of Opamats of Equity Method Investments (Unaudited)

December 31,

2010 2009
(Millions)

Current assel $ 321 $ 38¢
Noncurrent asse 4,421 3,727
Current liabilities 22¢ 26€
Noncurrent liabilities 1,40¢ 1,511
Years Ended December 31,

2010 2009 2008

(Millions)

Gross revenu $1,362 $1,11F $1,24¢
Operating incom: 69¢ 51€ 521
Net income 50¢ 39¢ 40t

Note 4. Asset Sales, Impairments and Other Accrual

The following table presents significant gainsasdes reflected iimpairments of goodwill and long-lived
assetandother (income) expense netwithin segment costs and expenses

Years Ended December 31
2010 2009 2008

(Millions)

Williams Partners

Involuntary conversion gair $ (18) $(4) $ (17

Gains on sales of certain ass 12 (@40 (10

Accrual of regulatory liability related to overcedition of certain employee expen: 10 — —

Impairments of certain gathering and transportasisset: 9 — 6
Exploration & Production

Gain on sale of contractual right to an internadigeroduction paymer — — (149

Impairment of goodwil 1,00: — —

Impairments of producing properties and acquirguroved reserve 67€ 20 142

Penalties from early release of drilling r — 32 —
Other

Gulf Liquids litigation contingency accrual reverésee Note 16 — — (32

Other (income) expense — mathin segment costs and expenaks® includes net foreign currency exchange
gains of $38 million in 2008, which primarily re¢stto the remeasurement of current assets heldsinddllars
within our Canadian operations in the Other segment

Impairments of goodwill and certain Exploration &deluction properties

As a result of significant declines in forward mafugas prices during the third quarter of 2010 pegormed a
interim impairment assessment of our capitalizestsceelated to goodwill and domestic propertieBxatloration &
Production. As a result of these assessments, Etjgo & Production recorded an impairment of godkhas notec
above, and impairments of capitalized costs ofderatural gas producing properties in the
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Barnett Shale of $503 million and capitalized castsertain acquired unproved reserves in the Rimed&lighlands
acquired in 2008 of $175 million.

Based on a comparison of the estimated fair valube carrying value, Exploration & Production reted a
$15 million impairment in 2009 related to costaofjuired unproved reserves resulting from a 20Q8iaition in
the Fort Worth basin. Additionally, Exploration &dluction recorded impairment charges of $5 milkmal
$143 million in 2009 and 2008, respectively, redatie properties in the Arkoma basin.

Our impairment analyses included assessments aeodhted (except for the unproved reserves) and
discounted future cash flows, which consideredrimfttion obtained from drilling, other activities)cayear-end
natural gas reserve quantities. See Note 14 forthdr discussion of the impairments.

Additional Items

We completed a strategic restructuring transadtic®010 that involved significant debt issuancesirements
and amendments (see Note 11). We incurred signtfiasts related to these transactions, as follows:

» $606 million of early debt retirement costs consigtprimarily of cash premium

« $45 million of other transaction costs ref@tingeneral corporate expenseas,which $7 million is
attributable to noncontrolling interes

* $4 million of accelerated amortization of debsts related to the amendments of credit fazdljtreflected
in other income (expens— netbelowoperating income (los:.

Exploration & Production recorded a $19 million andrable adjustment to depletion expense in 20H0ei tc
a correction of prior years’ production volumesdigethe calculation of depletion expense, whicteffected in
costs and operating expenses

Exploration & Production recorded $16 million ofpdaratory dry hole costs in 2010, which is includeithin
costs and operating expenses

Exploration & Production recorded a $34 million a@ for Wyoming severance taxes in 2008, which is
reflected incosts and operating expenses
Note 5. Provision (Benefit) for Income Taxes
Theprovision (benefit) for income tax&®m continuing operations includes:
Years Ended

December 31,
2010 2009 2008

(Millions)

Current:
Federa $ 81 $10 $17¢
State 2 12 24
Foreign 40 21 8
12¢ 43 211

Deferred:
Federa 61 271 46€
State (109 42 (11)
Foreign 12 3 11
(153 31€ 46€
Total provision (benefit $ (30) $35¢ $677
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Reconciliations from therovision (benefit) for income taxé&®m continuing operations at the federal statutory
rate to the realizegrovision (benefit) for income taxage as follows:

Years Ended
December 31,
2010 2009 2008

(Millions)
Provision (benefit) at statutory re $(331) $33C $75C
Increases (decreases) in taxes resulting f
State income taxes (net of federal ben (70 35 8
Foreign operation— net ()] 25 (16)
Impact of nontaxable noncontrolling intere 58 (49 (59
Goodwill impairmen 351 — —
Taxes on undistributed earnings of certain fore@igarations 66 — —
Reduction of tax benefits on Medicare Part D febsuhsidy 11 — —
Other— net 18 18 (172)
Provision (benefit) for income tax $ (30) $35¢ $677

State income taxes (net of federal benefit) wedeced by $65 million in 2010 and $46 million in Z0@ue to
reductions in our estimate of the effective def@state rate, including state income tax carrygweftective of a
change in the mix of jurisdictional attribution tafikable income.

Income (loss) from continuing operations beforeime taxesncludes $173 million of foreign income,
$36 million of foreign loss, and $139 million ofreagn income in 2010, 2009, and 2008, respectively.

During the course of audits of our business by dstimand foreign tax authorities, we frequentlyefac
challenges regarding the amount of taxes due. Ttfeéenges include questions regarding the tinaimg amount
of deductions and the allocation of income amomipua tax jurisdictions. In evaluating the liahjiliassociated with
our various filing positions, we apply the two sf@pcess of recognition and measurement. In aggmtiaith this
liability, we record an estimate of related inté¢@sd tax exposure as a component of our tax goowi§ he impact
of this accrual is included withiother-netin our reconciliation of the tax provision to thedlral statutory rate.
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Significant components afeferred tax liabilitiesanddeferred tax assetge as follows:

December 31,

2010 2009
(Millions)
Deferred tax liabilities
Property, plant, and equipme $1,782  $3,65¢
Derivatives— net 111 66
Investment: 2,12¢ 491
Other 10C 10¢€
Total deferred tax liabilitie 4,12C 4,32:
Deferred tax asset
Accrued liabilities 36¢ 557
Minimum tax credits 12C 62
State loss and credit carryovi 27¢ 28¢
Other 70 58
Total deferred tax asse 837 96¢€
Less valuation allowanc 24¢ 28¢
Net deferred tax asse 58¢ 677
Overall net deferred tax liabilitie $3,532  $3,64¢

The valuation allowance at December 31, 2010 ai0® 2@rves to reduce the recognized tax assetsiassbc
with state loss and credit carryovers to an amthattwill more likely than not be realized. Thesecants are
presented in the table above before any federaftien

As a result of the plan approved by our Board oEBtors to pursue separation of the company into tw
standalone publicly traded corporations (see N6)evie provided $66 million of deferred taxes irll@®dn
undistributed earnings of certain foreign operatithat we no longer consider permanently reinvegedf
December 31, 2010, we still consider $277 millidmodistributed earnings of other consolidated ifpre
subsidiaries to be permanently reinvested and havprovided deferred income taxes on that amount.

Cash payments for income taxes (net of refundsrasidding discontinued operations) were $40 million
$14 million, and $155 million in 2010, 2009, and80respectively.

As of December 31, 2010, we had approximately $8llom of unrecognized tax benefits. If recognized,
approximately $74 million, net of federal tax expenwould be recorded as a reduction of incomexaense. A
reconciliation of the beginning and ending amoudnirrecognized tax benefits is as follows:

2010 2009
(Millions)

Balance at beginning of peri $83 $79
Additions based on tax positions related to theeniryeal 11 17
Additions for tax positions for prior yea 3 4
Reductions for tax positions of prior yei (12 @)
Settlement with taxing authoritit e )
Balance at end of peric $91 $89

We recognize related interest and penalties asnganent of income tax expense. Total interest amdipies
recognized as part of income tax expense were $librm$17 million, and $2 million for 2010, 200@nd 2008,
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respectively. Approximately $104 million and $93lian of interest and penalties primarily relatitiguncertain ta:
positions have been accrued as of December 31, 2@1.@009, respectively.

As of December 31, 2010, the Internal Revenue BerffRS) examination of our consolidated U.S. inedax
return for 2008 is in process. During the first qemof 2011, we finalized a settlement for 199tlgh 2007 on
certain contested matters with the IRS Appealsdivi which we anticipate will result in a net retioc to our 201
provision for income taxes of approximately $90limil to $100 million. This reduction is primarilyiden by a
deferred tax asset created as a result of ouesgitit. We anticipate making approximately $160iamlto
$170 million of cash payments to the IRS and varistates related to this settlement in 2011. Dutiedirst quarte
of 2011, we expect this settlement to reduce tlienica of our unrecognized tax benefits by approtétya
$40 million. The statute of limitations for mosats expires one year after expiration of the IR8ite.

Generally, tax returns for our Venezuelan, Argemtind Canadian entities are open to audit from 20@&igh
2010. Certain Canadian entities are currently uedamination. We believe there is a high degrgerabability of
an adjustment related to an international mattatr ¢buld result in a decrease of approximately@illfion in our
unrecognized tax benefits during the next twelventing.

Note 6. Earnings (Loss) Per Common Share from Continuing Ogrations

Years Ended December 31
2010 2009 2008
(Dollars in millions, except pe-share

amounts; shares in thousands)

Income (loss) from continuing operations attriblgaio The Williams
Companies, Inc. available to common stockholderbésic and diluted

earnings (loss) per common share $ (1,09) $ 438 $ 1,30¢
Basic weighte-average shares( 584,55: 581,67: 581,34
Effect of dilutive securities

Nonvested restricted stock un — 2,21¢ 1,33¢

Stock options — 2,06t 3,43¢

Convertible debentures( — 3,43( 6,60/
Diluted weighte-average share 584,55 589,38! 592,71¢
Earnings (loss) per common share from continuingraons;

Basic $ (1.87) $ g5 § 2.2F

Diluted $ (180 $ JE 8 221

(1) The years of 2009 and 2008 include $1.2 million &&dt million, respectively, of interest expenset, of tax,
associated with our convertible debentures. (Sde M) These amounts have been added bankdme (loss)
from continuing operations attributable to The Vdiths Companies, Inc. available to common stockis to
calculate diluted earnings per common sh

(2) During 2009, we issued shares of our common stoekchange for a portion of our convertible debeggu
(See Note 12.

For 2010, 3.2 million weighted-average nonvestatiicted stock units and 3.0 million weighted-ageratock
options have been excluded from the computatiafilofed earnings per common share as their inafusiould be
antidilutive due to our loss from continuing op@as attributable to The Williams Companies, Inc.

Additionally, for 2010, 2.2 million weightedverage shares related to the assumed conversan obnvertibl
debentures, as well as the related interest, nexohave been excluded from the computation of
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diluted earnings per common share. Inclusion ofdtehares would have an antidilutive effect ordihded

earnings per common share. We estimate that if #dne (loss) from continuing operations attributato The
Williams Companies, Inc. available to common stotddrswas $219 million of income, then these shares would
become dilutive.

The table below includes information related taktoptions that were outstanding at December 3aoh
respective year but have been excluded from thepatation of weighted-average stock options duédoaption
exercise price exceeding the fourth quarter wedyateerage market price of our common shares.

2010 2009 2008
Options excluded (millions 2.4 3.7 6.4
Weighted-average exercise price of options
excludec $32.4: $30.2: $26.4:
Exercise price range of options exclut $22.68- $40.5: $20.28- $42.2¢ $16.40- $42.2¢
Fourth quarter weight-average market pric $22.47 $19.8: $16.37

Note 7. Employee Benefit Plans

We have noncontributory defined benefit pensiomgla which all eligible employees participate. @utly,
eligible employees earn benefits primarily base@aash balance formula. Various other formulasledimed in the
plan documents, are utilized to calculate theestgnt benefits for plan participants not coveredhigycash balance
formula. At the time of retirement, participantsyradect, to the extent they are eligible for theimas options, to
receive annuity payments, a lump sum payment,congbination of a lump sum and annuity paymentsddition
to our pension plans, we currently provide subsidiztiree medical and life insurance benefitsqofiostretiremel
benefits) to certain eligible participants. Genlgradmployees hired after December 31, 1991, ateligible for the
subsidized retiree medical benefits, except fotigipants that were employees or retirees of TrafSergy
Company on December 31, 1995, and other miscellen@efined participant groups. Certain of thesermth
postretirement benefit plans, particularly the sliked retiree medical benefit plans, provide ftiree
contributions and contain other cost-sharing festsuch as deductibles, co-payments, and co-irsirdihe
accounting for these plans anticipates future shating that is consistent with our expressed trtteincrease the
retiree contribution level generally in line witledith care cost increases.
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Benefit Obligations

The following table presents the changes in beoéfigations and plan assets for pension benefitscther
postretirement benefits for the years indicated ahnual measurement date for our plans is Decegiber

Other
Postretirement
Pension Benefits Benefits
2010 2009 2010 2009
(Millions)
Change in benefit obligatiol
Benefit obligation at beginning of ye $1,11¢  $1,038 $25¢ $ 278
Service cos 35 32 2 2
Interest cos 64 62 15 16
Plan participan’ contributions — — 6 5
Benefits paic (58 (59 (24) (24)
Medicare Part D subsic — — 2 2
Plan amendmer — — (@D} (18)
Actuarial loss 10€ 48 30 3
Benefit obligation at end of ye 1,261 1,11¢ 28¢ 25¢
Change in plan asse
Fair value of plan assets at beginning of y 86( 70& 14¢ 12€
Actual return on plan asse 10¢ 152 17 25
Employer contribution 61 61 15 16
Plan participan’ contributions — — 6 5
Benefits paic (58) (59 (24) (24)
Fair value of plan assets at end of y 971 86( 162 14¢
Funded statu— underfundec $(296) $ (259 $(127) $(11)
Accumulated benefit obligatic $1,22¢  $1,07¢

The underfunded status of our pension plans aret pibstretirement benefit plans presented in theipus
table are recognized in the Consolidated BalaneeShithin the following accounts:

December 31

2010 2009
(Millions)
Underfunded pension plar
Current liabilities $ 7 $1
Noncurrent liabilities 28¢ 257
Underfunded other postretirement benefit pl:
Current liabilities 8 8
Noncurrent liabilities 11¢ 10:¢

The plan assets within our other postretiremenefieplans are intended to be used for the payrmoEbéenefits
for certain groups of participants. Therrent liabilitiesfor the other postretirement benefit plans repreten
current portion of benefits expected to be payabtbe subsequent year for the groups of parti¢gpamose benefi
are not expected to be paid from plan assets.
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The pension plans’ benefit obligatiantuarial lossof $108 million in 2010 and $48 million in 2009psmarily
due to the impact of decreases in the discours t#thzed to calculate the benefit obligation. T260 benefit
obligationactuarial lossof $30 million for our other postretirement bengliéns is primarily due to the impact of
decreases in the discount rates utilized to caledl® benefit obligation and changes to mediaht experience.
The impact of the provisions of the federal heatkaeform legislation has been included in thedbdwer 31, 2010
other postretirement benefit plans’ obligation &ndot significant. The other postretirement bemsgfian
amendmenof $18 million in 2009 is due to an increase in ttbigrees’ cost-sharing percentage within our slibed
retiree medical benefit plans.

At December 31, 2010 and 2009, all of our pensiangphad a projected benefit obligation and accated|
benefit obligation in excess of plan assets.

The determination afiet periodic benefit expenadlows for the delayed recognition of gains andésscaused
by differences between actual and assumed outcfim#ems such as estimated return on plan assetsused by
changes in assumptions for items such as discateg or estimated future compensation levels.nBt@ctuarial
losspresented in the following table and recordeddoumulated other comprehensive lagsinet regulatory asse
represents the cumulative net deferred loss frasehypes of differences or changes which havgetdieen
recognized in the Consolidated Statement of Incdkrgortion of thenet actuarial losss amortized over the
participants’ average remaining future years ofiset which is approximately 13 years for our pengplans and
approximately 11 years for our other postretirentmmefit plans.

Pre-tax amounts not yet recognizeaét periodic benefit expenaeDecember 31 are as follows:

Other
Postretirement
Pension Benefits Benefits
2010 2009 2010 2009
(Millions)
Amounts included in accumulated other compreheriss®
Prior service (cost) crec $ (3 $ (4 $10 $ 15
Net actuarial los (657) (621) (20) 9
Amounts included in net regulatory assets assatiatth our FERC-
regulated gas pipeline
Prior service cred N/A N/A  $20 $ 28
Net actuarial los N/A N/A  (48) (40

In addition to the net regulatory assets includethe previous table, differences in the amouratabfiarially
determinechet periodic benefit expenfm our other postretirement benefit plans andatter postretirement
benefit costs recovered in rates for our FERC-matgdl gas pipelines are deferred as a regulatoey asfiability.
We havenet regulatory liabilitiesof $23 million at December 31, 2010 and $15 millairDecember 31, 2009
related to these deferrals. These amounts wilefieated in future rates based on the gas pipéliags structures.
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Net Periodic Benefit Expense and Items Recognize®iher Comprehensive Income (LosS)

Net periodic benefit expenaad other changes in plan assets and benefit tibligarecognized iother
comprehensive income (log®fore taxes for the years ended December 31 ¢arigtse following:

Other
Pension Benefits Postretirement Benefits
2010 2009 2008 2010 2009 2008
(Millions)
Components of net periodic benefits expel
Service cos $35 $32 $23 $2 $2 $2
Interest cos 64 62 60 15 16 18
Expected return on plan ass (7)) (1) (79 (9) 9 (13)
Amortization of prior service cost (cred 1 1 1 (19 (12) —
Amortization of net actuarial lo¢ 35 43 13 3 3 —
Amortization of regulatory ass — 1 — 1 5 5
Net periodic benefit expen: $64 $78 $18 $(2 $ 6 $12
Other changes in plan assets and benefit obligat@rognized in
other comprehensive income (los
Net actuarial (gain) los $71 $(44) $56t $12 $ 1 $15
Prior service cred — — — — @) (16)
Amortization of prior service (cost) cret Q) (€D} (@)} 5 4 Q)
Amortization of net actuarial lo¢ (35 (43 (13 (1) — —
Other changes in plan assets and benefit obligat@rognized in
other comprehensive income (lo 35 (88 551 16 (2 (2)
Total recognized in net periodic benefit expense @her
comprehensive income (los $99 $(10) $6¢ $14 $ 4 $10

Other changes in plan assets and benefit obligafmmour other postretirement benefit plans asgediwith
our FERC-regulated gas pipelines are recognizegtimegulatory assetst December 31, 2010, and includeed
actuarial lossof $10 million, prior service crediof $1 million,amortization of prior service credif $9 million,
andamortization of net actuarial lossf $2 million. At December 31, 2009, amounts redpgad innet regulatory
assetdncluded anet actuarial gairof $14 million,prior service credibf $11 million,amortization of prior service
creditof $7 million, andamortization of net actuarial lossf $3 million. At December 31, 2008, amounts redpgd
in net regulatory asseiacluded anet actuarial los®f $83 million, prior service credibf $22 million, and
amortization of prior service credif $1 million.
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Pre-tax amounts expected to be amortizeteinperiodic benefit expense2011 are as follows:

Other
Pension  Postretirement
Benefits Benefits
(Millions)
Amounts included in accumulated other compreheriss®
Prior service cost (credi $ 1 $(4)
Net actuarial los 37 1
Amounts included in net regulatory assets assatiatth our FERC- regulated gas
pipelines:
Prior service cred N/A $(7)
Net actuarial los N/A 3

Key Assumptions

The weighted-average assumptions utilized to deterimenefit obligations as of December 31 are bows:

Other
Postretirement
Pension Benefits Benefits
2010 2009 2010 2009
Discount rate 52(% 5.7¢% 5.357% 5.8(%
Rate of compensation incree 5.0C 5.0 N/A N/A

The weighted-average assumptions utilized to deternet periodic benefit expenta the years ended
December 31 are as follows:

Other
Pension Benefits Postretirement Benefits
2010 2009 2008 2010 2009 _ 2008
Discount rate 5.7¢% 6.08% 6.41% 5.8(% 6.0(% 6.4(%
Expected lon-term rate of return on plan ass 75C 7.7¢ 7.7¢ 651 7.0 7.0C
Rate of compensation incree 5.0 5.0 5.0 N/A N/A N/A

The discount rates for our pension and other pirgneent benefit plans were determined separatesgth on
an approach specific to our plans. The year-entbdist rates were determined considering a yieldecaomprised
of high-quality corporate bonds published by a large séeariirm and the timing of the expected benefétclows
of each plan.

The expected long-term rates of return on plantasgere determined by combining a review of thédhnisal
returns realized within the portfolio, the investihstrategy included in the plans’ Investment BoStatement, and
capital market projections for the asset class&ghich the portfolio is invested and the targetgidings of each
asset class.

The expected return on plan assets componemdtqferiodic benefit expensecalculated using the market-
related value of plan assets. For assets heldripension plans, the market-related value of ptse®s is equal to
the fair value of plan assets adjusted to refletdréization of gains or losses associated withdifference between
the expected return on plan assets and the aetuahron plan assets over a five-year period. Aaluttly, the
market-related value of plan assets may be no thare110 percent or less than 90 percent of thevédiie of plan
assets at the beginning of the year. The markate@lvalue of plan assets for our other postret@rerhenefit plans
is equal to the unadjusted fair value of plan @satthe beginning of the year.

The mortality assumptions used to determine thigatibns for our pension and other postretirememietit
plans are the best estimate of expected mortaigsifor the participants in these plans. The selamortality
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tables are among the most recent tables availablerartality improvements are projected to the meament date.

The assumed health care cost trend rate for 2040 igercent, increases slightly in 2012 and 2ah8,then
decreases to 5.0 percent by 2021. The health oatdrend rate assumption has a significant efiadhe amounts
reported. A one-percentage-point change in assimeaith care cost trend rates would have the foligveffects:

Point increase Point decrease
(Millions)

Effect on total of service and interest cost congous $2 $ (2
Effect on other postretirement benefit obligat 39 (32

Plan Assets

The investment policy for our pension and othettigtisement benefit plans provides for an investistrateg)
in accordance with ERISA, which governs the investtof the assets in a diversified portfolio. Tleng follow a
policy of diversifying the investments across vas@sset classes and investment managers. Additicha
investment returns on approximately 40 percenhefdther postretirement benefit plan assets aljecto income
tax; therefore, certain investments are managedax efficient manner.

During 2010, the pension plans’ target asset dilmcaanges were adjusted resulting in a slighahgér
allocation to fixed income securities. The updatedsion plans’ target asset allocation range ae®éer 31, 2010
was 54 percent to 66 percent equity securitiesghvinicludes commingled investment funds, and 36qyerto
44 percent fixed income securities and cash managefunds. Within equity securities, the targetgefor
U.S. equity securities is 37 percent to 45 peraedtinternational equity securities is 17 perceril percent. The
asset allocation continues to be weighted towatdtegecurities since the obligations of the pensiad other
postretirement benefit plans are long-term in reaand historically equity securities have outperfed other asset
classes over long periods of time. The rebalantrtge higher fixed income securities asset allonat expected |
occur during 2011.

Equity security investments are restricted to higladity, readily marketable securities that arévabt traded
on the major U.S. and foreign national exchangesedtment in Williams’ securities or an entity ihish Williams
has a majority ownership is prohibited in the pengilans except where these securities may be oimreed
commingled investment fund in which the plans’ tsiigsvest. No more than 5 percent of the totallsfmrtfolio
valued at market may be invested in the commorksibany one corporation.

The following securities and transactions are mtharized: unregistered securities, commoditiesoonmodity
contracts, short sales or margin transactionstt@rdeveraging strategies. Investment strateggggjithe direct
holding of options or futures require approval amdtorically, have not been used; however, thesgliments may
be used in commingled investment funds. Additionakal estate equity and natural resource propevgstments
are generally restricted.

Fixed income securities are restricted to high-tyyaharketable securities that may include, betraot
necessarily limited to, U.S. Treasury securities§.\government guaranteed and nonguaranteed mertgaded
securities, government and municipal bonds, andstment grade corporate securities. The overatigatf the
fixed income security assets is generally requiodoe at least “A,” according to the Moody'’s or i&tard & Poor’s
rating systems. No more than 5 percent of the fwigtfolio may be invested in the fixed income sé®s of any
one issuer with the exception of bond index fumid d.S. government guaranteed and agency securities

During 2010, nine active investment managers amdpassive investment manager managed substaratiadif
the pension plans’ funds and five active investnmeaihagers managed the other postretirement bgfefis’ funds.
Each of the managers had responsibility for margpgiapecific portion of these assets and each timezg manage
was responsible for 2 percent to 17 percent oatisets.
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The pension and other postretirement benefit plasséts are held primarily in equity securitiesluding
commingled investment funds invested in equity gées, and fixed income securities. Within therdanvestmen
securities, there are no significant concentratafiésk because of the diversity of the typesmeistments,
diversity of the various industries, and the diitgref the fund managers and investment strate@eserally, the
investments held in the plans are publicly tradleerefore, minimizing liquidity risk in the portiol

The pension and other postretirement benefit pgtanticipate in securities lending programs undeictvh
securities are loaned to selected securities bagiesiirms. The title of the securities is transfdrto the borrower,
but the plans are entitled to all distributions mag the issuer of the securities during the tefth@®loan and retain
the right to redeem the securities on short noAdidoans require collateralization by U.S. goverant securities,
cash, or letters of credit that equal at leastd€x2ent of the fair value of the loaned securjples accrued interest.
There are limitations on the aggregate fair valugegurities that may be loaned to any one brokdrta all brokers
as a group. The collateral is invested in repurelz@geements, asset-backed securities, bank notesrate
floating rate notes, and certificates of depositDacember 31, 2010, the fair values of the lossealirities are
$116 million for the pension plans and $17 millfon the other postretirement benefit plans andrarkided in the
following tables. At December 31, 2010, the failues of securities held as collateral, and thegaliion to return
the collateral, are $120 million for the pensioard and $17 million for the other postretirememtdfi plans and
are not included in the following tables. At DeceamB1, 2009, the fair values of the loaned seegritire
$63 million for the pension plans and $9 milliom fbe other postretirement benefit plans and astided in the
following tables. At December 31, 2009, the failues of securities held as collateral, and thegalibn to return
the collateral, are $66 million for the pensionndand $9 million for the other postretirement Hi¢pdans and are
not included in the following tables. The pensiol @ther postretirement benefit plans are exitimgdecurities
lending programs under a plan designed to be gréded minimize potential losses. The exit from $keurities
lending programs is expected to be completed d@@did and no significant losses are expected tedleed.

The fair values (see Note 14) of our pension pksets at December 31, 2010 and 2009, by assetarkass

follows:
2010
Level 1 Level 2 Level 3 Total
(Millions)
Pension asset
Cash management fund $ 30 $— $ — $3C
Equity securities
U.S. large ca| 19z — — 19z
U.S. small caj 137 — — 137
International developed markets large cap grc 4 68 — 72
Emerging markets growt 4 12 — 16
Commingled investment fund
U.S. large cap(2 — 16¢ — 16¢
Emerging markets value( — 35 — 35
International developed markets large cap valu — 80 — 80
Fixed income securities(t
U.S. Treasury securitie 17 3 — 20
Mortgagebacked securitie — 64 — 64
Corporate bond — 15C — 15C
Insurance company investment contracts and « — 7 — 7
Total assets at fair value at December 31, - $38 $587 $ — $971
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2009
Level 1 Level 2 Level & Total
(Millions)
Pension asset
Cash management fund $ 23 $ — $ — $23
Equity securities
U.S. large ca 244 — — 244
U.S. small caj 10z — — 10z
International developed markets large cap grc 2 58 — 60
Emerging markets growt 10 9 — 19
Commingled investment fund
U.S. large cap(2 — 84 — 84
Emerging markets value( — 29 — 29
International developed markets large cap valu — 74 — 74
Fixed income securities(t
U.S. Treasury securitie 11 3 — 14
Mortgage-backed securitie — 53 — 53
Corporate bond — 14¢ — 14¢
Insurance company investment contracts and « — 8 — 8
Total assets at fair value at December 31, 2 $39: $467 $ —  $86C

The fair values of our other postretirement beegdfiain assets at December 31, 2010 and 2009, éydass
are as follows:

2010
Level 1 Level 2 Level 3 Total
(Millions)
Other postretirement benefit asst
Cash management funds $ 15 $ — $ — $15
Equity securities
U.S. large ca| 44 — — 44
U.S. small caj 24 — — 24
International developed markets large cap grc 1 14 — 15
Emerging markets growt 1 2 — 3
Commingled investment fund
U.S. large cap(2 — 17 — 17
Emerging markets value( — 3 — 3
International developed markets large cap valu — 8 — 8
Fixed income securities(€
U.S. Treasury securitie 2 — — 2
Government and municipal bon — 10 — 10
Mortgage-backed securitie — 6 — 6
Corporate bond — 15 — 15
Total assets at fair value at December 31, - $ 87 $ 75 $ — %162
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2009
Level 1 Level 2 Level & Total
(Millions)
Other postretirement benefit asst
Cash management funds $ 15 $ — $ — $15
Equity securities
U.S. large ca 49 — — 49
U.S. small caj 19 — — 19
International developed markets large cap grc — 13 — 13
Emerging markets growt 2 2 — 4
Commingled investment fund
U.S. large cap(2 — 8 — 8
Emerging markets value( — 3 — 3
International developed markets large cap valu — 7 — 7
Fixed income securities(€
U.S. Treasury securitie 1 — — 1
Government and municipal bon — 8 — 8
Mortgage-backed securitie — 6 — 6
Corporate bond — 15 — 15
Total assets at fair value at December 31, 2 $ 86 $ 62 $ — $14¢

(1) These funds invest in high credit-quality, shortsteeorporate, and government money market debtisesu
that have remaining maturities of approximately gear or less, and are deemed to have minimaltaieki

(2) This fund invests primarily in equity securitiesngorising the Standard & Poor’s 500 Index. The itwvesnt
objective of the fund is to match the return of $tandard & Poor’s 500 Index. During 2009, certaistrictions
were put into place that limited the amount thatlddoe withdrawn. As of December 31, 2009, 37 paroeas
eligible for withdrawal. Effective August 2010, thgthdrawal restrictions were terminated by thedumhe fun
manager retains the right to restrict withdrawaderf the fund as not to disadvantage other investaise fund.

(3) This fund invests in equity securities of internatl emerging markets for the purpose of capitplegation.
The fund invests primarily in common stocks of fimancial, telecommunications, information techrglp
consumer goods, energy, industrial, materials,ititles sectors, as well as forward foreign caag exchange
contracts. The plans’ trustee is required to ndtifyy fund manager ten days prior to a withdrawahfthe fund.
The fund manager retains the right to restrict drilwvals from the fund as not to disadvantage athvstors in
the fund.

(4) This fund invests in a diversified portfolio of @hational equity securities for the purpose ofitehp
appreciation. The fund invests primarily in comnstocks in the consumer goods, materials, finaneiaygy,
information technology, telecommunications, indiastutilities, and health care sectors, as wefloaward
foreign currency exchange contracts. The planstémiis required to notify the fund manager tersgaior to a
withdrawal from the fund. The fund manager retdiesright to restrict withdrawals from the fundrest to
disadvantage other investors in the fu

(5) The weighted-average credit quality rating of tkegion assets’ fixed income security portfoliongastment
grade with a weighte-average duration of 5.6 years for 2010 and 5. 1syksr2009.

(6) The weighted-average credit quality rating of ttieeo postretirement benefit assets’ fixed inconmmigty
portfolio is investment grade with a weigh-average duration of 4.8 years for 2010 and 4.5sykar2009.
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The asset’s fair value measurement level withinfélirevalue hierarchy is based on the lowest lefelny input
that is significant to the fair value measurement.

Shares of the cash management funds are valuad aafue based on published market prices aseotlitse o
business on the last business day of the yearhwhjmresents the net asset values of the shais hel

The fair values of equity securities traded on @&&hanges are derived from quoted market prices te
close of business on the last business day ofébe ¥he fair values of equity securities tradedovaign exchange
are also derived from quoted market prices asettbse of business on an active foreign exchangbelast
business day of the year. However, the valuatiqaires translation of the foreign currency to W8llars and this
translation is considered an observable inputéostiuation.

The fair value of all commingled investment funds fbbeen estimated based on the net asset valuesipef
each of the funds. The net asset values per uttiiediund represent the aggregate value of the'uaabets less
liabilities, divided by the number of units outstiimg. Common stocks traded in active markets cosepttie
majority of each commingled investment fund’s ass€he fair value of these common stocks is derfueth
guoted market prices as of the close of businesbetast business day of the year.

The fair value of fixed income securities, excepbUTreasury notes and bonds, are determined psicigg
models. These pricing models incorporate obseriapigts such as benchmark yields, reported trdmte&er/deale
guotes, and issuer spreads for similar securibieetermine fair value. The U.S. Treasury noteskamls are
valued at fair value based on closing prices orabebusiness day of the year reported in theactiarket in whicl
the security is traded.

The investment contracts with insurance companesaued at fair value by discounting the castvftd a
bond using a yield to maturity based on an investrgeade index or comparable index with a similatumity value
maturity period, and nominal coupon rate.

Plan Benefit Payments and Employer Contributions

Following are the expected benefits to be paidieyplans and the expected federal prescription sinbgidy tc
be received in the next ten years. These estinaa¢elsased on the same assumptions previously ditasd refles
future service as appropriate. The actuarial asiompare based on long-term expectations anddecliout are not
limited to, assumptions as to average expectedtne¢int age and form of benefit payment. Actual bepayments
could differ significantly from expected benefitymaents if near-term participant behaviors diffgmgiicantly from
the actuarial assumptions.

Federal
Other Prescription
Pensior Postretirement Drug
Benefits Benefits Subsidy
(Millions)
2011 $ 51 $ 18  $ 2
2012 51 18 ©)
2013 54 18 ©)
2014 68 18 3
2015 75 19 ©)
201¢-2020 53¢ 107 (20)

In 2011, we expect to contribute approximately #6lion to our tax-qualified pension plans and
approximately $7 million to our nonqualified pensiglans, for a total of approximately $67 milliend
approximately $16 million to our other postretirathbenefit plans.
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Defined Contribution Plans

We also maintain defined contribution plans for tlemefit of substantially all of our employees. Emly, plar
participants may contribute a portion of their camgation on a pre-tax and after-tax basis in aecme with the
plans’ guidelines. We match employees’ contribugiap to certain limits. Our matching contributiaarged to
expense were $26 million in 2010, $25 million ir020and $24 million in 2008. Certain accounts witbhe of our
defined contribution plans have a nonleveraged eyeg stock ownership plan (ESOP) component. Thessheeld
by the ESOP are treated as outstanding when congpedirnings per share and the dividends on theskaid by
the ESOP are recorded as a component of retaimethgs. There were no contributions in 2010, 2@0% 2008 to
this ESOP, other than dividend reinvestment, asritanions for purchase of our stock are no lorgjeawed within

this defined contribution plan.

Note 8. Inventories

Natural gas liquids and olefii
Natural gas in underground store
Materials, supplies, and oth

Note 9. Property, Plant, and Equipment

Nonregulated
Oil and gas propertie

Natural gas gathering and processing facili

Construction in progres
Other
Regulated
Natural gas transmission faciliti
Construction in progres
Other

Total property, plant, and equipment, at ¢
Accumulated depreciation, depletion & amortizal

Property, plant, and equipme— net

December 31,

2010 2009
(Millions)

$ 87 $ 70

93 47

128 10E

$305  $22z

Estimated Depreciation
Useful Life (a) Rates (a) December 31
(Years) (%) 2010 2009
(Millions)
(b) $11,747 $ 9,854
5-40 6,22¢ 5,461
(c) 86¢% 1,22
3-45 94( 81€

01-7.25 9,066  8,81¢
(©) 24C 152
.01-33.3¢ 1,35¢ 1,301
30,43 27,62t

(10,169  (8,98))

$2027: $18,64/

(a) Estimated useful life and depreciation ratespresented as of December 31, 2010. Depreciates for

regulated assets are prescribed by the FE

(b) Oil and gas properties are depleted using tiits-of-production method (see Note 1). Balancetuite
$1.9 billion at December 31, 2010, and $864 milkmecember 31, 2009, of capitalized costs releted
properties with unproved reserves or leasehold/@bsubject to depletion at Exploration & Producti

(c) Construction in progress balances not yet subjedepreciation and depletic
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On December 21, 2010, we completed the acquisitidi®0 percent of the equity of Dakota-3 E&P Compan
LLC for $949 million, including closing adjustmeniEhis company holds approximately 85,800 net acrethe
Fort Berthold Indian Reservation in the Willistoasin of North Dakota. Approximately 85 percenttotacreage i
undeveloped. This acquisition establishes us irBtidéken Shale oil play and further diversifies oammodity
profile. Substantially all of the purchase priceswacorded as oil and gas properties within prgpetant and
equipment by Exploration & Production. Revenues @athings for the acquired company are insignitifanthe
three years ended December 31, 2010, 2009 and 2008.

Depreciation, depletion and amortizatiempense foproperty, plant, and equipment — meds $1.5 billion in
2010, $1.5 billion in 2009, and $1.3 billion in @il and gas accounting guidance requires weevall reserves
using an average price. This price is calculatéadgusrices at the beginning of the month for theceding
12 months. This accounting guidance was adoptedmospective basis in fourth quarter 2009. Adjestts
resulting from the implementation of this guidamese not had a material impact on our financiakstents.

Regulatecproperty, plant, and equipment — metludes $906 million and $946 million at DecemBé&r 2010
and 2009, respectively, related to amounts in exoéthe original cost of the regulated facilitieshin our gas
pipeline businesses as a result of our prior agguns. This amount is being amortized over 40 gamming the
straightline amortization method. Current FERC policy donespermit recovery through rates for amounts ices:
of original cost of construction.

Asset Retirement Obligations

Our accrued obligations relate to producing weltgjerground storage caverns, offshore platforms,
fractionation facilities, gas gathering well conti@cs and pipelines, and gas transmission faglithd the end of th
useful life of each respective asset, we are legdiligated to plug both producing wells and steragverns and
remove any related surface equipment, to restotdad remove surface equipment at fractionatioititfas, to
dismantle offshore platforms, to cap certain gatigepipelines at the wellhead connection and renswerelated
surface equipment, and to remove certain compordmgas transmission facilities from the ground.

The following table presents the significant chantgeour AROSs, of which $750 million and $716 noilliare
included inother liabilities and deferred incomavith the remaining current portion &ccrued liabilitiesat
December 31, 2010 and 2009, respectively.

December 31

2010 2009
(Millions)

Beginning balanc $72¢  $644
Liabilities settlec (18) (13)
Additions 39 32
Accretion expens 56 51
Revisions(1; (1) 14
Ending balanc: $78¢  $72¢

(1) Change in revisions primarily due to the annualewvprocess which considers various factors inclgdi
inflation rates, current estimates for removal cdistcount rates and the estimated remaining fith@assets.
The net downward revision in 2010 includes an ¢ffifisg increase of $31 million related to changethimtiming
and method of abandonment on certain of Transatisral gas storage caverns that were associatbdawit
recent leak
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Pursuant to its 2008 rate case settlement, Trasegosits a portion of its collected rates into xemal trust
(ARO Trust) that is specifically designated to funtlure AROs. Transco is also required to make ahdeposits
into the trust through 2012. (See Note 15).

Property Insurance

The current availability of named windstorm insw@ias been significantly reduced from historiegkls.
Additionally, named windstorm insurance coverage th available for offshore assets comes at sagmifly higher
premium amounts, higher deductibles and lower ageilimits. Our existing coverage for physical dgm
facilities, especially damage to offshore facibtiey named windstorms, is limited to $75 milliom &ach occurrenc
and on an annual aggregate basis in the eventtefialdoss.

Note 10. Accounts Payable and Accrued Liabilities

Under our cash-management system, certain cashrasa@flected negative balances to the extentkshec
written have not been presented for payment. Thegative balances represent obligations and haame be
reclassified tmccounts payable. Accounts payainieludes $58 million of these negative balance3estember 31,
2010 and $44 million at December 31, 2009.

Accrued Liabilities

December 31

2010 2009

(Millions)
Income taxe! $ 27t %11z
Interest on dek 162 19¢
Employee cost 14¢€ 15¢
Taxes other than income tax 11C 17¢€
Other, including other loss contingenc 30¢ 30¢

$1,00z  $94¢

Note 11. Debt, Leases, and Banking Arrangement

Long-Term Debt

Weighted-
Average
Interest __December 31,
Rate(1) 2010(2)  2009(2)
(Millions)
Securec
Capital lease obligatior 2% $ 4 $ 3
Unsecurec
3.8% to 10.25%, payable through 2( 6.4% 9,104 8,02:
Adjustable rate — 25C
Total lon¢-term debt, including current portic 9,10¢  8,27¢
Long-term debt due within one ye (508) an
Long-term deb $8,60C  $8,25¢

(1) At December 31, 201!
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(2) Certain of our debt agreements contain covenaatgdistrict or limit, among other things, our alilio create
liens supporting indebtedness, sell assets, and additional debt. Default of these agreementsdcalso
restrict our ability to make certain distributiomsrepurchase equit

Credit Facilities

In conjunction with our restructuring in the figharter of 2010, we reduced our $1.5 billion unsedu
revolving credit facility that expires May 2012$800 million and removed Transco and Northwest IRipas
borrowers. Interest is calculated based on a clafibgo methods: a fluctuating rate equal to thedks’s base rate
plus an applicable margin, or a periodic fixed regeal to LIBOR plus an applicable margin. We agguired to pay
a commitment fee (currently 0.125 percent) basetherunused portion of the credit facility. The gias and
commitment fee are generally based on our senieeaured long-term debt ratings. Significant finahcovenants
under the credit agreement include the following:

¢ Our consolidated ratio of debt to capitaliaatmust be no greater than 65 percent. At DeceBhe2010,
we are in compliance with this covene

In October 2010, unsecured credit facilities togl$700 million expired and were not renewed. THas#ities
were originated primarily in support of our forngwer business.

As part of our strategic restructuring, WPZ entargd a new $1.75 billion three-year senior unsedur
revolving credit facility with Transco and Northwd&ipeline as co-borrowers. This credit facilitplaced an
unsecured $450 million credit facility, compriseidadb200 million revolving credit facility and a $@ million term
loan which was terminated as part of the restrimguiAt the closing, WPZ utilized $250 million dfe credit facilit
to repay the outstanding term loan. During 2010 2AMBd a maximum of $430 million outstanding undhes tredit
facility, which was primarily used to purchase aditional ownership interest in Overland Pass RigeCompany
LLC (OPPL). At December 31, 2010, the outstandiatpbce under the credit facility was reduced t@zer

The credit facility may, under certain conditiohs,increased by up to an additional $250 milliome Tull
amount of the credit facility is available to WRZthe extent not otherwise utilized by Transco Hodhwest
Pipeline. Transco and Northwest Pipeline each laaeess to borrow up to $400 million under the ¢ridility to
the extent not otherwise utilized by other co-baecs. Each time funds are borrowed, the borrower chaose
from two methods of calculating interest: a fluding base rate equal to Citibank N.A’s adjustecelhrase plus an
applicable margin, or a periodic fixed rate eqodltBOR plus an applicable margin. WPZ is requiteghay a
commitment fee (currently 0.5 percent) based oruthesed portion of the credit facility. The apphitamargin and
the commitment fee are based on the specific barsvgenior unsecured long-term debt ratings. Thditfacility
contains various covenants that limit, among othigrgs, a borrower’s and its respective subsidsasility to incu
indebtedness, grant certain liens supporting iretkietss, merge or consolidate, sell all or substinéll of its
assets, enter into certain affiliate transactiomake certain distributions during an event of ditfand allow any
material change in the nature of its business.iftégnt financial covenants under the credit fagilnclude:

« WPZ ratio of debt to EBITDA (each as definadhe credit facility, with EBITDA measured on dlirg
four-quarter basis) must be no greater than 5

* The ratio of debt to capitalization (definesireet worth plus debt) must be no greater thanes&ent for
Transco and Northwest Pipelir

Each of the above ratios are tested at the endabf #scal quarter (with the first full year measdion an
annualized basis). At December 31, 2010, we acernpliance with these financial covenants.

The credit facility includes customary events ofadét. If an event of default with respect to atoever occurs
under the credit facility, the lenders will be abldgerminate the commitments for all borrowers andelerate the
maturity of any loans of the defaulting borrowedanthe credit facility and exercise other rights aemedies.
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At December 31, 2010, no loans are outstandingrumgiecredit facilities. Letters of credit issueader our
credit facilities are:

Letters of Credit at

Expiration December 31, 2010

(Millions)
$900 million unsecured credit facili May 1, 201z $ —
$1.75 billion Williams Partners L.P. unsecured dréatility February 17, 201 —
Bilateral bank agreemen 90
$ 90

Exploration & Production’s Credit Agreement

Exploration & Production has an unsecured credié@agent with certain banks in order to reduce nmargi
requirements related to our hedging activities el as lower transaction fees. In July 2010, thmtef this facility
expiring in December 2013 was extended to Decer®®5. Under the credit agreement, Exploration &dabion
is not required to post collateral as long as #ilee of its domestic natural gas reserves, asrdated under the
provisions of the agreement, exceeds by a spedafieaunt certain of its obligations including anystanding debt
and the aggregate out-of-the-money positions ogé®dntered into under the credit agreement. Exjibor &
Production is subject to additional covenants utidercredit agreement including restrictions ongdeelimits, the
creation of liens, the incurrence of debt, the shlassets and properties, and making certain patmuiiring an
event of default, such as dividends. In Decembé&028a waiver with the same terms and restricti@ha original
agreement, was executed that will allow us to hkstige up to a certain volume of oil.

Issuances and Retirements

In connection with the restructuring, WPZ issuedbddllion face value of senior unsecured notefoliews:

(Millions)

3.80% Senior Notes due 20 $ 75C
5.25% Senior Notes due 20 1,50(
6.30% Senior Notes due 20 1,25(
Total $ 3,50(

As part of the issuance of the $3.5 billion unsedurotes, WPZ entered into registration rights exgents with
the initial purchasers of the notes. An offer tolenge these unregistered notes for substantikdhtical new notes
that are registered under the Securities Act 08188 amended, was commenced in June 2010 andeatechpi
July 2010.
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With the debt proceeds discussed above, we reiBdilllion of debt and paid $574 million in relatpcemiums
The $3 billion of aggregate principal corporatetdeiired includes:

(Millions)

7.125% Notes due 20: $ 42¢
8.125% Notes due 20: 60z
7.625% Notes due 20: 66€
8.75% Senior Notes due 20 58¢
7.875% Notes due 20: 17¢
7.70% Debentures due 20 98
7.50% Debentures due 20 163
7.75% Notes due 20¢ 111
8.75% Notes due 20¢ 164
Total $ 3,00(

On November 9, 2010, WPZ completed a public offpoh$600 million of 4.125 percent senior notes due
2020. WPZ used the net proceeds to fund part aficidgiisition from Exploration & Production of certgathering
and processing assets in the Piceance basin. (@eel

Aggregate minimum maturities tdng-term deb{excluding capital leases and unamortized discandt
premium) for each of the next five years are aef:

(Millions)
2011 $ 507
2012 352
2013 —
2014 —
2015 75C

Cash payments for interest (net of amounts cap#d)i including amounts related to discontinued aipens,
were as follows: 2010 — $614 million; 2009 — $59/ion; and 2008 — $592 million.

Leases-Lessee

Future minimum annual rentals under noncancelgiéeading leases as of December 31, 2010, are pagabl

follows:
(Millions)
2011 $ 55
2012 44
2013 40
2014 32
2015 27
Thereaftel 181
Total $ 37¢

Total rent expense was $61 million in 2010, $7Qiarilin 2009, and $87 million in 2008.
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Note 12. Stockholders Equity

Cash dividends declared per our common share wééd $$.44 and $.43 for 2010, 2009, and 2008,
respectively.

In July 2007, our Board of Directors authorized tbpurchase of up to $1 billion of our common std2iring
2007, we purchased 16 million shares for $526 amil(including transaction costs) at an average @o$83.08 per
share. During 2008, we purchased 13 million shafesir common stock for $474 million (including tisaction
costs) at an average cost of $36.76 per share.oipleted our $1 billion stock repurchase prograrduty 2008.
Our overall average cost per share was $34.74.stbik repurchase is recordedrn@asury stoclon our
Consolidated Balance Sheet.

At December 31, 2010, approximately $22 millioroaf original $300 million, 5.5 percent junior suborated
convertible debentures, convertible into approxetetwo million shares of common stock, remain tariding. In
2009 and 2008, we converted $28 million and $2Tianil respectively, of the debentures in exchamgdtree
million and two million shares, respectively, ofhamon stock.

At December 31, 2007, we held all of WPZ'’s sevetioni subordinated units outstanding. In Februad9&,
these subordinated units were converted into commnds of WPZ due to the achievement of certaiariirial
targets that resulted in the early terminatiorhef $ubordination period. While these subordinatets were
outstanding, other issuances of partnership ugitd/BZ had preferential rights and the proceeds fitoese
issuances in excess of the book basis of assetgeddpy WPZ were therefore reflectedramcontrolling interests
in consolidated subsidiariezn our Consolidated Balance Sheet. Due to the esioreof the subordinated units,
these original issuances of partnership units ngdo have preferential rights and now represeniotivest level of
equity securities issued by WPZ. In accordance waithpolicy in effect at that time regarding thsuance of equity
of a consolidated subsidiary, such issuances gimdarential equity are accounted for as capitaidactions and r
gain or loss is recognized. Therefore, as a redutte 2008 conversion, we recognized a decreasertoontrolling
interests in consolidated subsidiari@sd a corresponding increasectpital in excess of par valud approximately
$1.2 billion.

We maintain a Stockholder Rights Plan, as amendddestated on September 21, 2004, and further deden
May 18, 2007, and October 12, 2007, under whict eatstanding share of our common stock has a ¢aght
defined in the plan) attached. Under certain caomst each right may be exercised to purchasey akercise price
of $50 (subject to adjustment), one two-hundredth share of Series A Junior Participating PrefieBeock. The
rights may be exercised only if an Acquiring Peraoqguires (or obtains the right to acquire) 15 @eror more of
our common stock or commences an offer for 15 pegr@memore of our common stock. The plan contains a
mechanism to divest of shares of common stockdfi stiock in excess of 14.9 percent was acquirediaréently or
without knowledge of the terms of the rights. Thghts, which until exercised do not have votinghtsy expire in
2014 and may be redeemed at a price of $.01 perpiipr to their expiration, or within a specifipériod of time
after the occurrence of certain events. In the eagrerson becomes the owner of more than 15 peo€eur
common stock, each holder of a right (except anukatg Person) shall have the right to receive,ruprercise, our
common stock having a value equal to two timesttercise price of the right. In the event we argagied in a
merger, business combination, or 50 percent or rboar assets, cash flow or earnings power is sptdansferrec
each holder of a right (except an Acquiring Persbrall have the right to receive, upon exerciseyroon stock of
the acquiring company having a value equal to imes the exercise price of the right.

Note 13. Stock-Based Compensation

Plan Information

On May 17, 2007, our stockholders approved a glahgrovides common-stock-based awards to both
employees and nonmanagement directors and reseevedllion new shares for issuance. On May 20, 2010
stockholders approved an amendment and restaterhire 2007 plan to increase by 11 million the nemtif new
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shares authorized for making awards under the plaong other changes. The plan permits the graofingrious
types of awards including, but not limited to, rieséd stock units and stock options. At Decemlgr2®10,

39 million shares of our common stock were resefeeissuance pursuant to existing and future stweérds, of
which 19 million shares were available for futurams. At December 31, 2009, 30 million sharesuwsfammon
stock were reserved for issuance pursuant to egistind future stock awards, of which 11 millionreisavere
available for future grants.

Additionally, on May 17, 2007, our stockholders apged an Employee Stock Purchase Plan (ESPP) which
authorizes up to 2 million new shares of our commsitmek to be available for sale under the plan. BE&EP enables
eligible participants to purchase our common stbhciugh payroll deductions not exceeding an anamadunt of
$15,000 per participant. The ESPP provides forrwffeperiods during which shares may be purchasdd a
continues until the earliest of: (1) the Board @fedtors terminates the ESPP, (2) the sale ohaltes available
under the ESPP, or (3) the tenth anniversary ofiétte the Plan was approved by the stockholdesfilit offering
under the ESPP commenced on October 1, 2007 ard emdDecember 31, 2007. Subsequent offering peaosl
from January through June and from July througheldser. Generally, all employees are eligible tdigigate in
the ESPP, with the exception of executives andnatéonal employees. The number of shares elidgdslen
employee to purchase during each offering peridihised to 750 shares. The purchase price of theksis
85 percent of the lower closing price of either fingt or the last day of the offering period. TEBSPP requires a one-
year holding period before the stock can be sahdplByees purchased 301 thousand shares at an ayeiag ol
$15.36 per share during 2010. Approximately 1.0iomland 1.3 million shares were available for fia®e under
the ESPP at December 31, 2010 and 2009, respegctivel

Total stock-based compensation expense for thes yrated December 31, 2010, 2009 and 2008 was
$48 million, $43 million, and $31 million, respeatly. Measured but unrecognized stock-based conagiens
expense at December 31, 2010, was $46 million, mtiaes not include the effect of estimated forfesuof
$2 million. This amount is comprised of $5 millicglated to stock options and $41 million relatedestricted stoc
units. These amounts are expected to be recogoizmyth weighted-average period of 1.8 years.

Stock Options
The following summary reflects stock option actvéind related information for the year ended Decardi,
2010.
Weighted-
Average Aggregate
Exercise Intrinsic
Stock Options Options Price Value
(Millions) (Millions)
Outstanding at December 31, 2( 13.C $ 16.7¢
Grantec 1.3 $ 21.
Exercisec 12 $ 611 % 20
Expired (0.9 $ 40.8¢
Forfeited 0.1y $ 17.71
Outstanding at December 31, 2( 127 $ 175¢ $ 10¢
Exercisable at December 31, 2( 98 §$ 1744 $ 86

The total intrinsic value of options exercised dgrthe years ended December 31, 2010, 2009, argh2ad
$20 million, $2 million, and $49 million, respeatly; and the tax benefit realized was $7 milliot,rillion, and
$17 million, respectively. Cash received from stopition exercises was $7 million, $2 million, arg2$nillion
during 2010, 2009, and 2008, respectively.
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The following summary provides additional infornwattiabout stock options that are outstanding anttesedble
at December 31, 2010.

Stock Options Outstanding Stock Options Exercisable

Weighted- Weighted-
Weighted- Average Weighted- Average
Average Remaining Average Remaining
Exercise Contractual Exercise Contractual

Range of Exercise Price Options Price Life Options Price Life
(Millions) (Years) (Millions) (Years)
$2.27 to $11.8. 54 $ 8.8t 4.€ 4C $ 8.1¢ 34
$11.83 to 21.3! 4C $ 19.5: 54 28 $ 18.7¢ 3.€
$21.39 to $30.9 2C $ 25.1¢ Bsd 2C $ 25.1¢ 5.3
$30.95 to $40.5 1.2 $ 36.17 5.2 1. $ 36.0¢ 4.7
Total 127 $ 17.5¢ 5.C 9.8 $ 17.4« 4.C

The estimated fair value at date of grant of oifior our common stock granted in each respectas, yusing
the Black-Scholes option pricing model, is as fako

2010 2009 2008

Weightedaverage grant date fair value of options for oumemn stock granted duri

the yeal $7.02 $5.6C $12.8¢
Weightec-average assumptior

Dividend yield 2.€% 1.€% 1.2%

Volatility 39.% 60.8%  33.4%

Risk-free interest rat 3.C% 2.% 3.5%

Expected life (years 6.5 6.5 6.5

The expected dividend yield is based on the avesageal dividend yield as of the grant date. Exgect
volatility is based on the historical volatility ofir stock and the implied volatility of our stoo&ised on traded
options. In calculating historical volatility, retis during calendar year 2002 were excluded asxtreme volatility
during that time is not reasonably expected todpeated in the future. The risk-free interest i@teased on the
U.S. Treasury Constant Maturity rates as of thatglate. The expected life of the option is basedistorical
exercise behavior and expected future experience.

Nonvested Restricted Stock Units

The following summary reflects nonvested restrictxtk unit activity and related information foethear
ended December 31, 2010.

Weighted-
Average
Restricted Stock Units Shares Fair Value*
(Millions)

Nonvested at December 31, 2C 6.1 $ 16.2¢
Granted 21 $ 21.0¢
Forfeited 0.) $ 19.87
Cancellec 05 $ o.0C
Vested (1.0) $ 28.67
Nonvested at December 31, 2(C 6.6 $ 16.97
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* Performance-based shares are primarily valued twkangnd-of-period market price until certificatitivat the
performance objectives have been completed, a wdlmero once it has been determined that it igkalyl that
performance objectives will be met, or a valuatoicing model. All other shares are valued at ttenggdate
market price

Other restricted stock unit information

2010 2009 2008
Weighted-average grant date fair value of restlisteck units granted during the
year, per shar $21.05  $10.2¢  $30.1:
Total fair value of restricted stock units vesteding the year ('s in millions) $ 29 $ 28 $ 48

Performance-based shares granted under the Plaaseep 26 percent of nonvested restricted stodks uni
outstanding at December 31, 2010. These grantdmagarned at the end of a three-year period basadtoal
performance against a performance target. Expesssiated with these performance-based grantsaegmézed in
periods after performance targets are establidbaskd on the extent to which certain financialétsgre achieved,
vested shares may range from zero percent to 2@@meof the original grant amount.

Note 14. Fair Value Measurements

Fair value is the amount received to sell an asstite amount paid to transfer a liability in adenry
transaction between market participants (an eiéepat the measurement date. Fair value is a riradsed
measurement considered from the perspective ofrkenparticipant. We use market data or assumptieitswe
believe market participants would use in pricing &sset or liability, including assumptions abdsk and the risks
inherent in the inputs to the valuation. These iaman be readily observable, market corroboratednobservable.
We apply both market and income approaches forragufair value measurements using the best availa
information while utilizing valuation techniquesatbmaximize the use of observable inputs and mizerttie use of
unobservable inputs.

The fair value hierarchy prioritizes the inputsdise measure fair value, giving the highest prjoti quoted
prices in active markets for identical assetsatilities (Level 1 measurement) and the lowestrjiyido
unobservable inputs (Level 3 measurement). Weitdss value balances based on the observalilitthose
inputs. The three levels of the fair value hiergrake as follows:

e Level 1 — Quoted prices for identical assetbabilities in active markets that we have thdigbto access.
Active markets are those in which transactiongtierasset or liability occur in sufficient frequgrand
volume to provide pricing information on an ongolmagsis. Our Level 1 measurements primarily conist
financial instruments that are exchange tra

¢ Level 2 — Inputs are other than quoted prioesctive markets included in Level 1, that aréeitdirectly or
indirectly observable. These inputs are eitheralliyeobservable in the marketplace or indirectlgetvable
through corroboration with market data for substdytthe full contractual term of the asset obliay being
measured. Our Level 2 measurements primarily coassver-the-counter (OTC) instruments such as
forwards, swaps, and optior

< Level 3 — Inputs that are not observable onfbich there is little, if any, market activityrfthe asset or
liability being measured. These inputs reflect ngeamaent’s best estimate of the assumptions market
participants would use in determining fair valuewrQevel 3 measurements consist of instrumentsatet
valued utilizing unobservable pricing inputs thet aignificant to the overall fair valu
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In valuing certain contracts, the inputs used tasnee fair value may fall into different levelstbé fair value
hierarchy. For disclosure purposes, assets anilltlesbare classified in their entirety in therfaialue hierarchy lew
based on the lowest level of input that is sigaificto the overall fair value measurement. Ourssseent of the
significance of a particular input to the fair valoneasurement requires judgment and may affegtléiotement
within the fair value hierarchy levels.

The following table presents, by level within tlzérfvalue hierarchy, our assets and liabilitieg tra measured
at fair value on a recurring basis.

December 31, 201! December 31, 200!
Levell Level2 Level2 Total Levell LevelZ Level3 Total
(Millions) (Millions)
Assets:
Energy derivative $ 96 $47t $ 2 $7: $17¢ $911 $ 5 $1,09/
ARO Trust Investments (see Note : 40 — — 40 22 — — 22
Total asset $13€ $47E $ 2 %61 $20C $911 $ 5 $1,11¢
Liabilities:
Energy derivative $ 78 $21C $ 1 $28¢ $177 $82€ $ 3 $1,00¢
Total liabilities $ 78 $21C $ 1 $28¢ $177 $82€ $ 3 $1,00€

Energy derivatives include commodity based exchdragted contracts and OTC contracts. Exchangedrade
contracts include futures, swaps, and options. ©di@racts include forwards, swaps and options.

Many contracts have bid and ask prices that cavbberved in the market. Our policy is to use a matket
pricing (the midpoint price between bid and ask prices) converttioralue individual positions and then adjust
portfolio level to a point within the bid and aslage that represents our best estimate of faiev#lar offsetting
positions by location, the mid-market price is ustheasure both the long and short positions.

The determination of fair value for our energy dafive assets and liabilities also incorporatedithe value o
money and various credit risk factors which carude the credit standing of the counterparties Ivew, master
netting arrangements, the impact of credit enhaeoésn(such as cash collateral posted and lettansedit) and our
nonperformance risk on our liabilities. The deteration of the fair value of our liabilities doestmonsider noncas
collateral credit enhancements.

Exchangetraded contracts include New York Mercantile Exa@and Intercontinental Exchange contracts
are valued based on quoted prices in these activkats and are classified within Level 1.

Forward, swap, and option contracts included indl@vare valued using an income approach inclugiegent
value techniques and option pricing models. Optiontracts, which hedge future sales of productiomfour
Exploration & Production segment, are structuredasdless collars and are financially settled. Téeyvalued
using an industry standard Bla8icholes option pricing model. Significant input®iour Level 2 valuations inclu
commodity prices, implied volatility by locationna@ interest rates, as well as considering exedudedactions or
broker quotes corroborated by other market datasétbroker quotes are based on observable maites pt whic
transactions could currently be executed. In ceiitestances where these inputs are not observabédl foeriods,
relationships of observable market data and hisibabservations are used as a means to estinatalize. Where
observable inputs are available for substantiiéyftill term of the asset or liability, the instrent is categorized in
Level 2.

Our energy derivatives portfolio is largely compdsof exchange-traded products or like productsthed
tenure of our derivatives portfolio is relativelyost with more than 99 percent of the value of denivatives
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portfolio expiring in the next 24 months. Due te thature of the products and tenure, we are cemsligtable to
obtain market pricing. All pricing is reviewed ordaily basis and is formally validated with brokgrotes and
documented on a monthly basis.

Certain instruments trade with lower availabilifypoicing information. These instruments are valuéth a
present value technique using inputs that may eathdily observable or corroborated by other ntatlta. These
instruments are classified within Level 3 when ehguts have a significant impact on the measun¢fefair
value. The instruments included in Level 3 at Delsen81, 2010, consist primarily of natural gas inttansactions
that are used to manage the physical requiremétsrd&xploration & Production segment.

Reclassifications of fair value between Level ly&le?2, and Level 3 of the fair value hierarchyajiplicable,
are made at the end of each quarter. No significansfers in or out of Level 1 and Level 2 occdrdairing the yee
ended December 31, 2010. In 2009, certain Exptomali Production options which hedge future saleprotiuctior
were transferred from Level 3 to Level 2. Theseayst were originally included in Level 3 becaussggnificant
input to the model, implied volatility by locatiomas considered unobservable. Due to increasesp@aancy, this
input was considered observable, and we transféinese options to Level 2.

The following tables present a reconciliation odfes in the fair value of our net energy deriestignd other
assets classified as Level 3 in the fair valuedngdy.

Level 3 Fair Value Measurements Using Significant bobservable Inputs

Years Ended December 31,

2010 2009 2008

Net Energy Net Energy Other Net Energy Other

Derivatives Derivatives Assett Derivatives Assett

(Millions)
Beginning balanc $ 2 3 507 $ 7 $ 149 $ 1C
Realized and unrealized gains (loss

Included in income (loss) from continuing operas 3 47€ — 88 3

Included in other comprehensive income (l¢ 2 (331) — 48€ —

Purchases, issuances, and settlerr (6) (477 ) (52) —

Transfers into Level — — — 3 —

Transfers out of Level — (179 — (5 —

Ending balanci $ 1 3 2 $— $ 507 $ 7
Unrealized gains (losses) included in income (I6ssh
continuing operations relating to instruments $idld

at December 3 $ — 3 2 $— 9 — $ —

Realized and unrealized gains (losses) includedcimme (loss) from continuing operatioios the above
periods are reported nevenuesn our Consolidated Statement of Operations.
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The following table presents impairments associatdial certain assets that have been measured atafaie or
a nonrecurring basis within Level 3 of the fairuahierarchy.

Total
Losses For The
Years Ended
December 31,

2010 2009
(Millions)
Impairments
Goodwill — Exploration & Production (see Note $1,00%(a) $ —
Producing properties and acquired unproved res—

Exploration & Production (see Note 67€&(b) 15(c)
Certain gathering asse— Williams Partners (see Note 9(d) —
Venezuelan propert— Discontinued Operations (see Note — 211(e)
Investment in Accrove— Other (see Note : — 75(f)
Cos-based investmer— Exploration & Production (see Note — _1X(9)

$1,69( $312

(a) Due to a significant decline in forward natural gaises across all future production periods aSegtember 30,
2010, we performed an interim impairment assessofahe approximate $1 billion of goodwill at
Exploration & Production related to its domesti¢unal gas production operations (the reporting)ufiorward
natural gas prices through 2025 as of Septembe2@@, used in our analysis declined more thane22emt on
average compared to the forward prices as of Deee3th 2009. We estimated the fair value of thertmg
unit on a standone basis by valuing proved and unproved reseagewell as estimating the fair values of o
assets and liabilities which are identified to teporting unit. We used an income approach (disemlicash
flow) for valuing reserves. The significant input$o the valuation of proved and unproved reseinelsided
reserve quantities, forward natural gas pricescigated drilling and operating costs, anticipapedduction
curves, income taxes, and appropriate discourg.rateestimate the fair value of the reporting amid the
implied fair value of goodwill under a hypotheti@aquisition of the reporting unit, we assumedxastaucture
where a buyer would obtain a step-up in the taishafthe net assets acquired. Significant assumgtin
valuing proved reserves included reserves quastitienore than 4.4 trillion cubic feet of gas eglént;
forward prices averaging approximately $4.65 peusfand cubic feet of gas equivalent (Mcfe) for reltgas
(adjusted for locational differences), natural iggids and oil; and an after-tax discount ratd bfpercent.
Unproved reserves (probable and possible) weresdalsing similar assumptions adjusted furtherHer t
uncertainty associated with these reserves by @dteg tax discount rates of 13 percent and 15qrer
respectively, commensurate with our estimate ofigleof those reserves. In our assessment aspté@ber 3C
2010, the carrying value of the reporting unit|uging goodwill, exceeded its estimated fair vaMée then
determined that the implied fair value of the goddwas zero. As a result of our analysis, we retdngd a full
$1 billion impairment charge related to this goadtlv

(b) As of September 30, 2010, we assessed the canglng of Exploration & Production’s natural gas-uoing
properties and costs of acquired unproved resefeeBnpairments as a result of recent significdetlines in
forward natural gas prices. Our assessment utikstichates of future cash flows. Significant judgiseand
assumptions in these assessments are similarde tised in the goodwill evaluation and includenesties of
natural gas reserve quantities, estimates of futateral gas prices using a forward NYMEX curveuatid for
locational basis differentials, drilling plans, eqgbed capital costs, and an applicable discoueta@mnmensurate
with risk of the underlying cash flow estimateseTdssessment performed at September 30, 2010fietdnt
certain properties with a carrying value in exagfstheir calculated fair values. As a result,
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recorded a $678 million impairment charge in thaudarter 2010 as further described below. Fair vadeasure!
for these properties at September 30, 2010, wanasd to be approximately $320 millic

« $503 million of the impairment charge relatedhédural gas-producing properties in the Barnett&Sha
Significant assumptions in valuing these propeitietuded proved reserves quantities of more than
227 billion cubic feet of gas equivalent, forwardighted average prices averaging approximately/sdes
Mcfe for natural gas (adjusted for locational difieces), natural gas liquids and oil, and an a#ediscount
rate of 11 percen

» $175 million of the impairment charge relatecitmuired unproved reserves in the Piceance Highland
acquired in 2008. Significant assumptions in vajuimese unproved reserves included evaluationatfgiie
and possible reserves quantities, drilling plaasyérd natural gas (adjusted for locational differes) and
natural gas liquids prices, and an &tax discount rate of 13 perce

(c) Fair value measured at December 31, 2009, was #@m
(d) Fair value measured at December 31, 2010, was Hi8rm

(e) Fair value measured at March 31, 2009, was $106&milThis value was based on our estimates of givibity-
weighted discounted cash flows that consideredh@ xontinued operation of the assets consideiiffeyent
scenarios of outcome, (2) the purchase of the abyePDVSA, (3) the results of arbitration with yiaug degree
of award and collection, and (4) an a-tax discount rate of 20 perce

(f) Fair value measured at March 31, 2009, was zeris.Vitlue was determined based on a probability-iateid
discounted cash flow analysis that considered #teribrating circumstances in Venezu

(g) Fair value measured at March 31, 2009, was zerns.Vitlue was based on an other-than-temporaryraeili
the value of our investment considering the detating financial condition of a Venezuelan corpimatn
which Exploration & Production has a 4 percentriesé

Note 15. Financial Instruments, Derivatives, Guarantees andConcentration of Credit Risk
Financial Instruments

Fair-value methods

We use the following methods and assumptions imasing our fair-value disclosures for financial
instruments:

Cash and cash equivalents and restricted cd3fe carrying amounts reported in the Consoldi&elance
Sheet approximate fair value due to the short-tmaturity of these instruments. Current and noncumestricted
cash is included inther current assets and deferred chargadother assets and deferred chargesspectively, in
the Consolidated Balance Sheet.

ARO Trust Investments:Transco deposits a portion of its collected rghessuant to its 2008 rate case
settlement, into an external trust specificallyigeated to fund future asset retirement obligati@RO Trust). The
ARO Trust invests in a portfolio of mutual fundsittare reported at fair value ather assets and deferred charges
in the Consolidated Balance Sheet and are clagsieavailable-for-sale. However, both realized ametalized
gains and losses are ultimately recorded as regylassets or liabilities.

Long-term debt The fair value of our publicly traded long-tedabt is determined using indicative year-end
traded bond market prices. Private debt is valiesdth on market rates and the prices of similargesuwith
similar terms and credit ratings. At December 31,Rand 2009, approximately 100 percent and 97epé&rc
respectively, of our long-term debt was publicgded. (See Note 11.)

Guarantees Theguaranteesepresented in the following table consist of argntee we have provided in the
event of nonpayment by our previously owned comiations subsidiary, Williams Communications Group
(WilTel), on a certain lease performance obligatibo estimate the fair value of the guarantee etemated default
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rate is determined by obtaining the average cuinvel@suer-weighted corporate default rate for etdrantee
based on the credit rating of WilTel's current owaed the term of the underlying obligation. Théadét rates are
published by Moody’s Investors Service. Guaranté@ecognized, are included atcrued liabilitiesin the
Consolidated Balance Sheet.

Other: Includes current and noncurrent notes receivabeggin deposits, customer margin deposits payable
and cost-based investments.

Energy derivatives Energy derivatives include futures, forwardsap®; and options. These are carried at fair
value in the Consolidated Balance Sheet. See NbferIdiscussion of valuation of our energy detives.

Carrying amounts and fair values of our financiasiruments

December 31

2010 2009
Carrying Carrying
Asset (Liability) Amount  Fair Value Amount  Fair Value
(Millions)

Cash and cash equivalel $ 79 $  79E $1861 $ 1,867
Restricted cash (current and noncurr $ 28 % 28 $ 28 % 28
ARO Trust Investment $ 40 % 40 $ 22 % 22
Long-term debt, including current portion( $(9,109) $ (9,990 $(8,279) $ (9,147
Guarantee $ B9 $ (39 $ @6 $ (39
Other $ 239 @5MH) $ 23 $ (25()
Net energy derivative:

Energy commaodity cash flow hedg $ 266 $ 26€ $ 17¢ $ 17¢€

Other energy derivative $ 18 $ 18 $ (90)$ (90

(a) Excludes capital leases. (See Note

(b) Excludes certain cost-based investments in compdhna are not publicly traded and therefore fitds
practicable to estimate fair value. The carryinpgaf these investments was $2 million at Decendliei2010
and December 31, 200

Energy Commodity Derivatives
Risk management activities

We are exposed to market risk from changes in gmaymmodity prices within our operations. We mantug
risk on an enterprise basis and may utilize defrieatto manage our exposure to the variabilityxpegted future
cash flows from forecasted purchases and saleatofal gas and NGLs attributable to commaodity prisk. Certait
of these derivatives utilized for risk managemeanppses have been designated as cash flow hedgis other
derivatives have not been designated as cash #algds or do not qualify for hedge accounting despédging our
future cash flows on an economic basis.

We produce, buy, and sell natural gas at diffel@sdations throughout the United States. We alseranto
forward contracts to buy and sell natural gas taimiae the economic value of transportation agregsmend
storage capacity agreements. To reduce exposardeéorease in revenues or margins from fluctuaiionsitural
gas market prices, we enter into natural gas fatooatracts, swap agreements, and financial optotracts to
mitigate the price risk on forecasted sales of iadigas. We have also entered into basis swap ragres to reduce
the locational price risk associated with our prdg basins. These cash flow hedges are expectea haghly
effective in offsetting cash flows attributabletb® hedged risk during the term of the hedge. Hawnev
ineffectiveness may be recognized primarily assaltef locational differences between the hedgiagvative and
the
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hedged item. Our financial option contracts arkegipurchased options or a combination of optibas tcomprise a
net purchased option or a zero-cost collar. Ouigdesion of the hedging relationship and methodssfessing
effectiveness for these option contracts are gépexach that the hedging relationship is considgrerfectly
effective and no ineffectiveness is recognizedaimings. Hedges for storage contracts have not tbesignated as
cash flow hedges, despite economically hedging#pected cash flows generated by those agreements.

We produce and sell NGLs and olefins at differesttions throughout North America. We also buy ratgas
to satisfy the required fuel and shrink neededetoegate NGLs and olefins. To reduce exposure eceedse in
revenues from fluctuations in NGL market pricesnareases in costs and operating expenses fronuditions in
natural gas and NGL market prices, we may enterN@L or natural gas swap agreements, financialdoa
contracts, and financial option contracts to miggthe price risk on forecasted sales of NGLs andhases of
natural gas and NGLs. These cash flow hedges aected to be highly effective in offsetting castwi
attributable to the hedged risk during the ternthefhedge. However, ineffectiveness may be recegrzimarily a
a result of locational differences between the heglderivative and the hedged item.

Other activities

We also enter into energy commodity derivativesofiier than risk management purposes, includingagiag
certain remaining legacy natural gas contractsparsitions from our former power business and priogidervices
to third parties. These legacy natural gas corgriaciude substantially offsetting positions angtéhan insignificant
net impact on earnings.

Volumes

Our energy commodity derivatives are comprisedath lzontracts to purchase the commodity (long o)
and contracts to sell the commodity (short pos&joBerivative transactions are categorized into fgpes:

e Central hub risk: Includes physical and ficiahderivative exposures to Henry Hub for natgrasé, West
Texas Intermediate for crude oil, and Mont BelVieuNGLs;

» Basis risk: Includes physical and financiafidative exposures to the difference in value leetwthe central
hub and another specific delivery poi

* Index risk: Includes physical derivative exposaran unknown future pric

« Options: Includes all fixed price optionsammbination of options (collars) that set a flondéor ceiling for
the transaction price of a commodi

Fixed price swaps at locations other than the aehtrb are classified as both central hub risklzasis risk
instruments to represent their exposure to overatket conditions (central hub risk) and speciication risk (bas
risk).

The following table depicts the notional quantitiéthe net long (short) positions in our commodigrivatives
portfolio as of December 31, 2010. Natural gagésented in millions of British Thermal Units (MMBt and
NGLs are presented in gallons. The volumes foromgtrepresent at location z-cost collars and present one side
of the short position. The net index position fapBration & Production includes certain positiarsbehalf of
other segments.

Unit of Central Hub Basis Index
Derivative Notional Volumes Measure Risk Risk Risk Options

Designated as Hedging Instrument

Exploration & Productiol Risk Managemel MMBtu (200,100,00) (200,100,00) (100,375,00)
Not Designated as Hedging Instrument

Exploration & Productiol Risk Managemel MMBtu (9,077,49) (20,195,00) 16,586,05

Williams Partner: Risk Managemel Gallons (3,990,001

Exploration & Productiol Other MMBtu 150,40( (14,766,50)
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Fair values and gains (losses)

The following table presents the fair value of gryetommodity derivatives. Our derivatives are pnésé as
separate line items in our Consolidated Balancet&murrentandnoncurrent derivative assedsmdliabilities .
Derivatives are classified as current or noncurbaisied on the contractual timing of expected fuhatecash flows
of individual contracts. The expected future nethciows for derivatives classified as currentexpected to occur
within the next 12 months. The fair value amouméspesented on a gross basis and do not reflectdtiing of
asset and liability positions permitted under #venis of our master netting arrangements. Furtheramounts
below do not include cash held on deposit in maagicounts that we have received or remitted tatathlize
certain derivative positions.

December 31,

2010 2009
Asset: Liabilities Assets  Liabilities
(Millions)

Designated as hedging instrume $28¢ $ 22 $ 352 $ 174
Not designated as hedging instrume

Legacy natural gas contracts from former powerrmss 18¢€ 187 50¢& 52€

All other 99 80 237 30€

Total derivatives not designated as hedging instnis 28t 267 742 832

Total derivatives $57: $ 28C $1,09¢ $ 1,00¢

The following table presents pre-tax gains anddeg$er our energy commodity derivatives designatedash
flow hedges, as recognizedA®©CI, revenuesr costs and operating expenses

Years Ended December 3!

2010 2009 Classification
(Millions)

Net gain recognized in other comprehensive incdoss)

(effective portion) $ 49t $ 262 AOCI
Net gain reclassified from accumulated other commgnsive Revenues or Costs and

income (loss) into income (effective portic $ 34z $ 61¢€ Operating Expense

Revenues or Costs and

Gain recognized in income (ineffective portic $ 9 $ 4 Operating Expense

There were no gains or losses recognized in incsreeresult of excluding amounts from the assedsofien
hedge effectiveness or as a result of reclassifiesito earnings following the discontinuance of aash flow
hedges.

The following table presents pre-tax gains anddsg$er our energy commodity derivatives not dedieghas
hedging instruments.

Years Ended
December 31

2010 2009
(Millions)
Revenue: $ 46 $ 37
Costs and operating expen: 28 33
Net gain $ 18 $ 4
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The cash flow impact of our derivative activitisgpresented in the Consolidated Statement of Clasvsfas
changes in current and noncurrent derivative asaats liabilities.

Credit-risk-related features

Certain of our derivative contracts contain cretiik-related provisions that would require us, éntain
circumstances, to post additional collateral inpgrpof our net derivative liability positions. Téee credit-risk-
related provisions require us to post collateragh@form of cash or letters of credit when ourliaility positions
exceed an established credit threshold. The citledisholds are typically based on our senior uneecdebt ratings
from Standard and Poor’s and/or Moody’s Investa@s/Be. Under these contracts, a credit ratingsirdewould
lower our credit thresholds, thus requiring usastgadditional collateral. We also have contrattd tontain
adequate assurance provisions giving the countgrife right to request collateral in an amount ttmresponds to
the outstanding net liability. Additionally, Expltion & Production has an unsecured credit agreemigém certain
banks related to hedging activities. We are notired to provide collateral support for net derivatiability
positions under the credit agreement as long agahe of Exploration & Production’s domestic nafuyas
reserves, as determined under the provisions aigheement, exceeds by a specified amount cetftéti®n o
obligations including any outstanding debt andabgregate out-of-the-monggsition on hedges entered into ur
the credit agreement.

As of December 31, 2010, we have collateral toga#i million, all of which is in the form of letteiof credit,
posted to derivative counterparties to supporatigregate fair value of our net derivative liabiliosition
(reflecting master netting arrangements in pladé sértain counterparties) of $36 million, whicltludes a
reduction of less than $1 million to our liabilidalance for our own nonperformance risk. At Decen3tig 2009, w
had collateral totaling $96 million posted to dative counterparties, all of which was in the fasfriletters of credi
to support the aggregate fair value of our netvédirie liability position (reflecting master nettirarrangements in
place with certain counterparties) of $167 milliarich included a reduction of $3 million to ouability balance
for our own nonperformance risk. The additionalaterral that we would have been required to pa&styiming our
credit thresholds were eliminated and a call f@cadte assurance under the credit risk provisioosii derivative
contracts was triggered, was $29 million and $74ioniat December 31, 2010 and December 31, 2009,
respectively.

Cash flow hedges

Changes in the fair value of our cash flow hedgethe extent effective, are deferred in AOCI agdlassified
into earnings in the same period or periods in tithe hedged forecasted purchases or sales affiethgs, or
when it is probable that the hedged forecastesaetion will not occur by the end of the originadiyecified time
period. As of December 31, 2010, we have hedgetibpsrof future cash flows associated with antitggdaenergy
commodity purchases and sales for up to two y@&ased on recorded values at December 31, 2010, 1$14é&n of
net gains (net of income tax provision of $88 raitl) will be reclassified into earnings within thexhyear. These
recorded values are based on market prices ofoimenodities as of December 31, 2010. Due to thetil@izature
of commodity prices and changes in the creditwoghs of counterparties, actual gains or lossezeéalithin the
next year will likely differ from these values. Teegains or losses are expected to substantiddigtafet losses or
gains that will be realized in earnings from prexsainfavorable or favorable market movements aasativith
underlying hedged transactions.

Guarantees

In addition to the guarantees and payment obligatdiscussed in Note 16, we have issued guarasbekesthe
similar arrangements as discussed below.

We are required by our revolving credit agreemémtademnify lenders for any taxes required to hibeld
from payments due to the lenders and for any tgrgats made by the lenders. The maximum potentiauat of
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future payments under these indemnifications igthas the related borrowings and such future paysremnot
currently be determined. These indemnificationsegally continue indefinitely unless limited by thederlying tax
regulations and have no carrying value. We havemnegen called upon to perform under these indécatibns an
have no current expectation of a future claim.

We have provided a guarantee in the event of nanpayby our previously owned communications subsiq
WilTel, on a certain lease performance obligatiat £xtends through 2042. The maximum potentiabsue is
approximately $39 million at December 31, 2010 $4@ million at December 31, 2009. Our exposureidesl|
systematically throughout the remaining term of Wlls obligation. The carrying value of the guaranteduided in
accrued liabilitieson the Consolidated Balance Sheet is $35 milliobeatember 31, 2010 and $36 million at
December 31, 2009.

At December 31, 2010, we do not expect these gteano have a material impact on our future lityior
financial position. However, if we are requiredserform on these guarantees in the future, it neayela material
adverse effect on our results of operations.

Concentration of Credit Risk
Cash equivalents

Our cash equivalents are primarily invested in funith high-quality, shorterm securities and instruments
are issued or guaranteed by the U.S. government.

Accounts and notes receivable
The following table summarizes concentration oereables, net of allowances, by product or service:

December 31

2010 2009
(Millions)
Receivables by product or servi
Sale of natural gas and related products and &= $ 63t $ 59¢
Transportation of natural gas and related proc 14¢ 16C
Joint interes 71 56
Other 4 1
Total $ 85¢ $ 81¢€

Natural gas customers include pipelines, distrdrutompanies, producers, gas marketers and inaussers
primarily located in the eastern and northwestenitddl States, Rocky Mountains, Gulf Coast, and @anAs a
general policy, collateral is not required for rieables, but customers’ financial condition anddérgorthiness are
evaluated regularly.

Derivative assets and liabilities

We have a risk of loss from counterparties notgrenfng pursuant to the terms of their contractimigations.
Counterparty performance can be influenced by cesumgthe economy and regulatory issues, among fabrs.
Risk of loss is impacted by several factors, intigdtredit considerations and the regulatory emritent in which i
counterparty transacts. We attempt to minimize itk exposure to derivative counterparties armkbrs through
formal credit policies, consideration of creditimgts from public ratings agencies, monitoring pohaes, master
netting agreements and collateral support undéaioezircumstances. Collateral support could inelud
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letters of credit, payment under margin agreememtd,guarantees of payment by credit worthy parlibe gross
credit exposure from our derivative contracts aBefember 31, 2010, is summarized as follows:

Investment
Counterparty Type Grade(a) Total
(Millions)
Gas and electric utilitie $ 7 $ 8
Energy marketers and tradt — 13z
Financial institution: 432 432
$ 43¢ 572
Credit reserve —
Gross credit exposure from derivati\ $ 57%

We assess our credit exposure on a net basisiéotrefaster netting agreements in place with aertai
counterparties. We offset our credit exposure themunterparty with amounts we owe the counteypartier
derivative contracts. The net credit exposure founderivatives as of December 31, 2010, excludoiteral
support discussed below, is summarized as follows:

Investment

Counterparty Type Grade(a) Total
(Millions)
Gas and electric utilitie $ 3 $ 3
Financial institution: 317 317
$ 32C 32C
Credit reserve —
Net credit exposure from derivativ $ 32C

(&) We determine investment grade primarily using piplavailable credit ratings. We include countetigarwith
a minimum Standard & Pa's rating of BBE- or Moody's Investors Service rating of Baa3 in investmeatigr

Our nine largest net counterparty positions repreapproximately 99 percent of our net credit expesrom
derivatives and are all with investment grade cerparties. Included within this group are eightraeuparty
positions, representing 81 percent of our net t@gosure from derivatives, associated with Exqilon &
Production’s hedging facility. Under certain comalis, the terms of this credit agreement may regthie
participating financial institutions to deliver &ateral support to a designated collateral agehtdlwis another
participating financial institution in the agreerjefhe level of collateral support required is €legent on whether
the net position of the counterparty financial itagion exceeds specified thresholds. The thresholdy be subject
to prescribed reductions based on changes in it cating of the counterparty financial institurti

At December 31, 2010, the designated collaterahigalds $19 million of collateral support on owhialf
under Exploration & Production’s hedging facilitp. addition, we hold collateral support, which maglude cash
or letters of credit, of $15 million related to aether derivative positions.

Revenues

In 2010 we had one customer in our Williams Pagmegment that accounted for 10 percent of our
consolidated revenues. In 2009, and 2008, there m@customers for which our sales exceeded 1@peof our
consolidated revenues.
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Note 16. Contingent Liabilities and Commitments
Issues Resulting from California Energy Crisis

Our former power business was engaged in poweretiagkin various geographic areas, including Catii@.
Prices charged for power by us and other tradetgganerators in California and other western stat@900 and
2001 were challenged in various proceedings, inafuthose before the FERC. We have entered inteseints
with the State of California (State Settlement)jan&alifornia utilities (Utilities Settlement), drothers that
substantially resolved each of these issues wibetlparties.

Although the State Settlement and Utilities Setdahresolved a significant portion of the refurgliss among
the settling parties, we continue to have potengiaind exposure to nonsettling parties, includiagous California
end users that did not participate in the UtilitBettlement. We are currently in settlement negotia with certain
California utilities aimed at eliminating or substially reducing this exposure. If successful, aobject to a final
“true-up” mechanism, the settlement agreement waldd resolve our collection of accrued interestrfr
counterparties as well as our payment of accruteddst on refund amounts. Thus, as currently copieed by the
parties, the settlement agreement would resolvé, et all, of our legal issues arising from the
2000-2001 California Energy Crisis.

As a result of a 2008 U.S. Supreme Court decigiertain contracts that we entered into during 2890 2001
might have been subject to partial refunds dependmthe results of further proceedings at the FER@se
contracts, under which we sold electricity, totadggbroximately $89 million in revenue. While we werot a party
to the cases involved in the U.S. Supreme Couiisibes the buyer of electricity from us is a paidythe cases and
claimed that we must refund to the buyer any lbssffers due to the FERC's reconsideration ofchiatract terms
at issue in the decision. In August 2010, the FE&Ed that settlement of the separate claims agtirsuyer
required the dismissal of the buyer’s claims agaiss

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

Reporting of Natural Gas-Related Information to Tde Publications

Civil suits based on allegations of manipulatingplmhed gas price indices have been brought agasand
others, in each case seeking an unspecified anobulatmages. We are currently a defendant in cletésralitigatior
and other litigation originally filed in state caum Colorado, Kansas, Missouri and Wisconsin brdgwmn behalf of
direct and indirect purchasers of gas in thosestat

* The federal court in Nevada currently presiolesr cases that were transferred to it from statets in
Colorado, Kansas, Missouri, and Wisconsin. In 2@08 federal court in Nevada granted summary
judgment in the Colorado case in favor of us andtrbthe other defendants, and on January 8, 206
court denied the plaintiffs’ request for reconsatem of the Colorado dismissal. We expect that the
Colorado plaintiffs will appeal, but the appeal canoccur until the case against the remainingraiat is
concluded. In the other cases, our joint motiomstonmary judgment to preclude the plaintiffs’ stiw
claims based upon federal preemption have beerimgeathce late 2009. If the motions are granted, we
expect a final judgment in our favor which the ptéfs could appeal. If the motions are denied,¢heent
stay of activity would be lifted, class certificai would be addressed, and discovery would be cetegpl
as the cases proceeded towards trial. Additionaiyyould be unable to estimate a revised range of
exposure until certain of these matters were resblidowever, it would be reasonably possible thahs
range could include levels that would be matedalur results of operation

« On April 23, 2010, the Tennessee Supreme CGeuersed the state appellate court and dismidsed t
plaintiffs’ claims against us on federal preemptigpounds. The plaintiffs did not appeal this rulboghe
United States Supreme Court. This case is now adedlin our favor
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¢ On September 24, 2010, the Missouri Supremgt@eclined to hear the plaintiff's appeal of thal
cour’s dismissal of a case for lack of standing. The ¢éesow concluded in our favc

Environmental Matters
Continuing operations

Our interstate gas pipelines are involved in reimtdoih activities related to certain facilities dodations for
polychlorinated biphenyl, mercury contaminationd ather hazardous substances. These activitiesihaoked the
U.S. Environmental Protection Agency (EPA) and masistate environmental authorities. At Decembef810 we
have accrued liabilities of $12 million for thesests. We expect that these costs will be recovertdbbugh rates.

We also accrue environmental remediation costaditural gas underground storage facilities, primaelated
to soil and groundwater contamination. At Decen81er2010, we have accrued liabilities totaling $iiom for
these costs.

In March 2008, the EPA proposed a penalty of $3J@for alleged violations relating to leak detectand
repair program delays at our Ignacio gas plantatofado and for alleged permit violations at a coespor station.
We met with the EPA and are exchanging informatioorder to resolve the issues.

In September 2007, the EPA requested, and our doabsidiary later provided, information regardiregura
gas compressor stations in the states of MissisaibAlabama as part of the EPA’s investigationwf
compliance with the Clean Air Act. On March 28, 80the EPA issued natices of violation alleginglaimns of
Clean Air Act requirements at these compressoioststWe met with the EPA in May 2008 and submitiad
response denying the allegations in June 20081in2D09, the EPA requested additional informapentaining to
these compressor stations and in August 2009, immisted the requested information. On August 20,R@he
EPA requested and our Transco subsidiary provisiedlar information for a compressor station in Mand.

Former operations, including operations classifeesldiscontinued

We have potential obligations in connection witeeds and businesses we no longer operate. Thesgipbt
obligations include the indemnification of the phasers of certain of these assets and businessasvioonmental
and other liabilities existing at the time the saks consummated. Our responsibilities includedldescribed
below.

» Potential indemnification obligations to puaslers of our former agricultural fertilizer and ictieal
operations and former retail petroleum and refiropgrations

Former petroleum products and natural gas pipel

Discontinued petroleum refining facilitie

Former exploration and production and mining openst
At December 31, 2010, we have accrued environméahalities of $31 million related to these mager

Actual costs for these matters could be substintatater than amounts accrued depending on to@lac
number of contaminated sites identified, the acimabunt and extent of contamination discoveredfittad cleanup
standards mandated by the EPA and other governhainterities. Any incremental amount cannot besoeably
estimated at this time.

Certain of our subsidiaries have been identifiedaentially responsible parties at various Supetfand state
waste disposal sites. In addition, these subsatidrave incurred, or are alleged to have incukadious other
hazardous materials removal or remediation obbgatunder environmental laws.
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Environmental matters — general

The EPA and various state regulatory agenciesnelytpromulgate and propose new rules, and issdatag
guidance to existing rules. These new rules arehrakings include, but are not limited to, rulesrfiprocating
internal combustion engine maximum achievable abm¢chnology, new air quality standards for grolsncel
ozone, and one hour nitrogen dioxide emission §infe are unable to estimate the costs of ass#tcamidor
modifications necessary to comply with these neyulaions due to uncertainty created by the varlegal
challenges to these regulations and the need ffbrefluspecific regulatory guidance.

Other Legal Matters
Gulf Liquids litigation

Gulf Liquids contracted with Gulsby Engineering 1§Gulsby) and Gulsby-Bay (a joint venture between
Gulsby and Bay Ltd.) for the construction of certgas processing plants in Louisiana. National Aca@rinsuranc
Company (NAICO) and American Home Assurance Compmiayided payment and performance bonds for the
projects. In 2001, the contractors and suretiesl fihultiple cases in Louisiana and Texas againtl&uids and
us.

In 2006, at the conclusion of the consolidated tidhe asserted contract and tort claims, the jaturned its
actual and punitive damages verdict against usanfiLiquids. Based on our interpretation of theyjuerdicts, we
recorded a charge based on our estimated expasuaettial damages of approximately $68 million glotential
interest of approximately $20 million. In additiome concluded that it was reasonably possibleahgtultimate
judgment might have included additional amountapgroximately $199 million in excess of our accrudlich
primarily represented our estimate of potentialifim damage exposure under Texas law.

From May through October 2007, the court enteredrs@ost-trial orders in the case (interlocutonyens)
which, among other things, overruled the verdicaaiof tort and punitive damages as well as anyadg@s against
us. The court also denied the plaintiffs’ claimsdttorneysfees. On January 28, 2008, the court issued gt
awarding damages against Gulf Liquids of approxétye$11 million in favor of Gulsby and approximatel
$4 million in favor of Gulsby-Bay. Gulf Liquids, Gsby, GulsbyBay, Bay Ltd., and NAICO appealed the judgm
In February 2009, we settled with certain of theagies and reduced our liability as of December2808, by
$43 million, including $11 million of interest. Gfebruary 17, 2011, the Texas Court of Appeals wptie
dismissals of the tort and punitive damages clantsreversed and remanded the contract claim amthey fee
claims for further proceedings. The appellate coulihg is subject to a potential appeal to thedeSupreme Cou
If the appellate court judgment is upheld, our rigving liability will be substantially less than tlaenount of our
accrual for these matters.

Royalty litigation

In September 2006, royalty interest owners in @&tfCounty, Colorado, filed a class action sui€wmlorado
state court alleging that we improperly calculatédcind gas royalty payments, failed to accounttlfierproceeds
that we received from the sale of gas and extrgateducts, improperly charged certain expensesfailat! to
refund amounts withheld in excess of ad valorenotaligations. We reached a final partial settlensgreement fo
an amount that was previously accrued. We receviadorable ruling on our motion for summary judginen one
claim now on appeal by plaintiffs. We anticipatalton the other remaining issue related to roypityment
calculation and obligations under specific leaserisions in 2011. While we are not able to estimhécamount of
any additional exposure at this time, it is reabnpossible that plaintiff's claims could reacimaterial amount.

Other producers have been in litigation or disaussiwith a federal regulatory agency and a state@gin
New Mexico regarding certain deductions used inctileulation of royalties. Although we are not atpdo these
matters, we have monitored them to evaluate whehigér resolution might have the potential for wtfeable
impact on our results of operations. One of theatters involving federal litigation was decided©@atober 5,
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2009. The resolution of this specific matter is matterial to us. However, other related issueb@se matters that
could be material to us remain outstanding. Weivedenotice from the U.S. Department of InteriofiGd of
Natural Resources Revenue (ONRR) in the fourthtquaf 2010, intending to clarify the guidelines &alculating
federal royalties on conventional gas productiopliapble to our federal leases in New Mexico. THéRR's
guidance provides its view as to how much of a peed's bundled fees for transportation and proogssan be
deducted from the royalty payment. Using these@inds would not result in a material difference@termining
our historical federal royalty payments for oursesiin New Mexico. No similar specific guidance haen issued
by ONRR for leases in other states, but such gimielglare expected in the future. The issuancentfasiguidelines
in Colorado and other states could affect our pneviroyalty payments and the effect could be nadtariour result
of operations.

Other

In 2003, we entered into an agreement to sublearsaic underground storage facilities to LibertysGorage
(Liberty). We have asserted claims against Libfatyprematurely terminating the sublease, and &onage caused
to the facilities. In February 2010, Liberty subsently indicated that they intend to assert a cengtaim for costs |
excess of $200 million associated with its useheffacilities. Due to the lack of information curtly available, we
are unable to evaluate the merits of the poteatiahterclaim and determine the amount of any ptesBdbility.

Other Divestiture Indemnifications

Pursuant to various purchase and sale agreemdatiageo divested businesses and assets, we have
indemnified certain purchasers against liabilitiest they may incur with respect to the businesselsassets
acquired from us. The indemnities provided to thecpasers are customary in sale transactions ancbatingent
upon the purchasers incurring liabilities that aoé otherwise recoverable from third parties. Tigeimnities
generally relate to breach of warranties, taxdnistitigation, personal injury, property damagayironmental
matters, right of way and other representationswieahave provided.

At December 31, 2010, we do not expect any ofridernnities provided pursuant to the sales agreement
have a material impact on our future financial posi However, if a claim for indemnity is brougdgainst us in th
future, it may have a material adverse effect anresults of operations in the period in which ¢tem is made.

In addition to the foregoing, various other prodagd are pending against us which are incidentalito
operations.

Summary

Litigation, arbitration, regulatory matters, and/eanmental matters are subject to inherent unceits. Were
an unfavorable ruling to occur, there exists thespgaility of a material adverse impact on the rissof operations in
the period in which the ruling occurs. Managemamuding internal counsel, currently believes ttreg ultimate
resolution of the foregoing matters, taken as alevhad after consideration of amounts accruedyamae coverag
recovery from customers or other indemnificatiomagements, will not have a material adverse effpon our
future liquidity or financial position.

Commitments

Commitments for construction and acquisition ofgandy, plant and equipment are approximately $2om
at December 31, 2010.
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As part of managing our commodity price risk, wiizé contracted pipeline capacity primarily to neosur
natural gas production to other locations with nfarerable pricing differentials. Our commitmentsder these
contracts are as follows:

(Millions)

2011 $ 14z
2012 137
2013 12&
2014 127
2015 12C
Thereaftel 404
Total $ 1,05¢

We also have certain commitments to an equity i@eefor natural gas gathering and treating serwidésh
total $181 million over approximately seven years.

Note 17. Accumulated Other Comprehensive Loss

The table below presents changes in the compopnéatcumulated other comprehensive income (loss)

Income (Loss)

Other
Postretirement
Pension Benefits Benefits
Foreign Prior Net Prior Net

Cash Flow Currency Service  Actuarial Service  Actuarial
Hedges Translation Cost  Gain(Loss, Cost Gain (Loss Total

(Millions)

Balance at December 31, 20 $ (@159)% 12¢$ (4 $ @ns (3 % 11 $(121)
2008 Change
Pre-income tax amour 714 (76) — (565) 16 (15) 74
Income tax (provision) bene! (270) — — 213 (8) 6 (59
Net reclassification into earnings of derivativetiument losses (net

a $7 million income tax benefi 11 — — — — — 11
Amortization included in net periodic benefit expe — — 1 13 1 — 15
Income tax provision on amortizatic — — — (5) — — (5)

45E (76) 1 (344) 9 (9) 36

Allocation of other comprehensive income (losshémcontrolling

interests (2) — — 7 — — 5
Balance at December 31, 20 29€ 53 3) (434) 6 2 (80
2009 Change:
Pre-income tax amour 26z 83 — 44 7 (1) 39t
Income tax (provision) bene! (99) — — 17) — 1 (115
Net reclassification into earnings of derivativetiument gains (net o

$234 million income tax provisior (384) — — — — — (389
Amortization included in net periodic benefit expe — — 1 42 4) — 39
Income tax (provision) benefit on amortizati — — (1) (16) 1 — (16

(221) 83 — 53 4 — (8]

Allocation of other comprehensive income to nonoalting interests — — — (7) — — (7
Balance at December 31, 20 75 13€ (3 (38¢) 10 2 (16€)
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Income (Loss)

Other
Postretirement
Pension Benefits Benefits
Foreign Prior Net Prior Net
Cash Flow Currency Service  Actuarial Service  Actuarial
Hedges Translation Cost Gain (Loss Cost Gain (Loss Total

(Millions)
2010 Change
Pre-income tax amour 48¢ 28 — (71) — (12) 434
Income tax (provision) bene! (185) — — 24 — 3 (15¢)
Net reclassification into earnings of derivativetiument gains (net of
$131 million income tax provisior (211) — — — — — (21))
Amortization included in net periodic benefit expe — — 1 35 5) 1 32
Income tax (provision) benefit on amortizati — — — (13) 2 —  (11)
92 29 1 (25) 3) (8) 86
Allocation of other comprehensive income to nonoalting interests — — — — — — —
Balance at December 31, 20 $ 167 $ 16E$ (2 $ 4198 7 $ (6)$ (82

Note 18. Segment Disclosure
Our reporting segments are Williams Partners, Bgtilon & Production, and Other. (See Note 1.)

Our segment presentation of Williams Partnersfisctive of the parent-level focus by our chief g
decision-maker, considering the resource allocaimhgovernance provisions associated with thigenéimited
partnership structure. WPZ maintains a capital@sh management structure that is separate frosn WRZ is
expected to be self-funding and maintains its aweasl of bank credit and cash management accoumseTfactors,
coupled with a different cost of capital from otiher businesses, serve to differentiate the manageat this entit
as a whole.

Due to expected future growth in our Canadian médsh and domestic olefins operations, we are ceriaigl
reporting these businesses as a separate segntieaffirst quarter of 2011.

Performance Measurement

We currently evaluate performance based wgEmgment profit (losdfom operations, which includeggment
revenuegrom external and internal customesegment costs and expensegquity earnings (losseandincome
(loss) from investmentsThe accounting policies of the segments aredheesas those described in Note 1.
Intersegment sales are generally accounted farregrt market prices as if the sales were to uret#id third
parties.

The primary types of costs and operating expengagdment can be generally summarized as follows:

¢ Williams Partners — commodity purchases (primdor NGL and crude marketing, shrink and fuel),
depreciation and operation and maintenance expe

e Exploration & Production — commodity purchagpesmarily in support of commodity marketing ariskr
management activities), depletion, depreciationandrtization, lease and facility operating experesed
operating taxes

¢ Other — commodity purchases (primarily forisky feedstock and NGL and olefin marketing acis),
depreciation and operation and maintenance exps

Energy commodity hedging by our business units begone through intercompany derivatives with our
Exploration & Production segment which, in turntezs into offsetting derivative contracts with uated third
parties. Additionally, Exploration & Production mawnter into transactions directly with third pastiender their
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credit agreement. (See Note 11.) Exploration & Batidn bears the counterparty performance riskscased with
the unrelated third parties in these transactions.

The following geographic area data includegenues from external customéesed on product shipment ori
andlong-lived assetbased upon physical location.

United States  Other Total

(Millions)

Revenues from external custome

2010 $ 9,35¢ $257 $ 9,61¢

2009 8,06¢ 19C 8,25¢

2008 11,62¢ 261 11,89(
Long-lived assets

2010 $19,79: $527 $20,31¢

2009 19,24° 41C 19,657

2008 18,41¢ 33t 18,75¢

Our foreign operations are primarily located in &d& and South Americhong-lived assetare comprised of
property, plant, and equipment, goodwill, and oth&ngible assets.
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The following table reflects the reconciliationsE#gment revenuesmdsegment profit (losgp revenuesand
operating income (loss)s reported in the Consolidated Statement of Opesaaindother financial information
related tdong-lived assets

Williams Exploration &
Partners* Production*  Other Eliminations* _ Total

(Millions)

2010
Segment revenue

External $ 534 % 3,24% $1,027 $ — $ 9,61¢

Internal 371 797 30 (1,19¢) —
Total revenue $ 571t $ 4,042 $1,057 $ (1,199 $ 9,61¢
Segment profit (loss $ 1574 % (1,349 $ 24C $ — $ 471
Less:

Equity earnings (losse 10¢ 20 34 — 162

Income (loss) from investmer — — 43 — 43
Segment operating income (lo: $ 14658 (1,369% 168 $ — 26t
General corporate expens (22))
Total operating income (los $ A
Other financial information

Additions to lon¢-lived assets *’ $ 904 % 2,85¢ $ 12¢ % — $ 3,892

Depreciation, depletion & amortizatit $ 56¢% 89t $ 44 $ — $ 1,507
2009
Segment revenue

External $ 435¢$ 3141 $ 758 $ — $ 8,25¢

Internal 243 541 27 (811) —
Total revenue $ 4,602 % 3,68/ % 78C $ (811) $ 8,25¢
Segment profit (loss $ 1317 % 391 (2% — $ 1,70¢
Less:

Equity earnings (losse 81 18 37 — 13€

Income (loss) from investmer — — (75) — (75)
Segment operating income (lo: $ 123 $ 37 $ 36 % —  1,64¢
General corporate expens (164
Total operating income (los $ 1,481
Other financial information

Additions to lon-lived asset: $ 1,02t $ 130¢$ 70 % — $ 2,39%

Depreciation, depletion & amortizatic $ 558 86 $ 40 $ — $ 1,461
2008
Segment revenue

External $ 554t $ 5,13( $1,21¢t $ — $11,89(

Internal 302 1,06F 42 (1,409 —
Total revenue $ 5847 $ 6,19t $1,257 $ (1,409 $11,89(
Segment profit (loss $ 142t $ 1250 ¢ 142 $ — $ 2,82
Less:

Equity earnings (losse 76 20 41 — 137

Income (loss) from investmer — — 1 — 1
Segment operating income (lo: $ 134¢ 8 1,23t ¢ 10C $ —  2,68:
General corporate expens (149
Total operating income (los $ 2,53¢
Other financial information

Additions to lon«-lived asset: $ 121: % 241t $ 64 % — $ 3,69¢

Depreciation, depletion & amortizatic $ 51E$ 723 $ 39 % — $ 1,28(

* 2009 and 2008 recast as discussed in Nc

** Does not include WPZ’s purchase of a business septed by certain gathering and processing assets i
Coloradcs Piceance basin from Exploration & Productione(Sete 1.)
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Total segment revenues for Exploration & Productrariude $1,743 million, $1,456 million and $3,24Mllion
of gas management revenues for the years endedribec&1, 2010, 2009 and 2008, respectively. Gasigeanent
revenues include sales of natural gas in conjunatith marketing services provided to third partesl
intercompany sales of fuel and shrink gas to thdstréam businesses in Williams Partners. Theseuegcare
substantially offset by similar amounts of gas ngg@maent costs.

The following table reflecttotal asset@andequity method investmertig reporting segment.

Total Assets Equity Method Investments
December 31 December 31 December 31 December 31 December 31 December 31
2010 2009 2008 2010 2009 2008
(Millions)

Williams Partners’ $ 133% $ 12,47:$ 12,167 $ 1,04 $ 59 $ 524
Exploration & Production’ 9,82 10,08« 11,15¢ 104 95 87
Other 4,17¢ 4,19 3,69¢ 193 19¢ 33€
Eliminations (2,429 (1,469 (1,547 — — —
Discontinued Operatior — 1 52¢ — — —
Total $ 2497 % 2528($ 26,006 $ 1,342 $ 884 $ 947

* 2009 and 2008 Total Assets recast as discussedtsn\

Note 19. Subsequent Events

On February 16, 2011, we announced that our BdalBdrectors approved pursuing a plan to separae th
company into two standalone, publicly traded coafions. The plan calls for the separation of oynl@ation and
production business into a publicly traded compaayan initial public offering of up to 20 percesftour interest in
the third quarter of 2011. We intend to completedffering so that it preserves our ability to cdetg a tax-free
spinoff of our remaining ownership in the explooatiand production business to Williams’ sharehader2012,
after which Williams would continue as a premietunal gas infrastructure company. We retain therdison to
determine whether and when to execute the spinoff.
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Summarized quarterly financial data are as follows:
First Second Third Fourth

Quarter Quarter  Quarter  Quarter
(Millions, except pel-share amounts)

2010
Revenue: $2,59¢ $2,29: $2,30¢ $2,42¢
Costs and operating expen: 1,92: 1,72 1,75z 1,78¢
Income (loss) from continuing operatic (14¢) 224 (1,22)) 22¢
Net income (loss (14¢) 22z (1,22¢) 22¢
Amounts attributable to The Williams Companies.,.]
Income (loss) from continuing operatic (195 187  (1,25¢) 17t
Net income (loss (193 185 (1,269 174
Basic earnings (loss) per common sh
Income (loss) from continuing operatic (0.3 0.3z (2.15 0.3C
Diluted earnings (loss) per common shi
Income (loss) from continuing operatic (0.3 0.31 (2.1 0.2¢
2009
Revenue: $1,922 $1,90¢ $2,09¢ $2,32¢
Costs and operating expen: 1,44¢ 1,39: 1,537 1,70¢
Income from continuing operatiol 19 151 192 222
Net income (loss (229) 16¢ 194 222
Amounts attributable to The Williams Companies,.1
Income from continuing operatiol 2 12: 141 172
Net income (loss (172 14z 14z 172
Basic earnings per common shg
Income from continuing operatiol — 0.21 0.24 0.3C
Diluted earnings per common sha
Income from continuing operatiol — 0.21 0.24 0.2¢

The sum of earnings per share for the four quarteay not equal the total earnings per share forytear due
to changes in the average number of common shatstanding and rounding.

Net incomdor fourth-quarter 2010 includes the following fieexitems:

« $19 million unfavorable adjustment to depletexpense related to a correction of prior yearsdpction
volumes used in the calculation of depletion expeatsExploration & Production (see Note 4 of Ndtes
Consolidated Financial Statemen

« $11 million unfavorable adjustment to depréoia depletion and amortization expense relateal to
correction of prior yeargosts used in the calculation of depreciation, etgph, and amortization expens
at Exploration & Productior

Net incomdor fourth-quarter 2010 also includes the followtag adjustments:

» $66 million provision to reflect taxes on usigibuted earnings of certain foreign operatiors Hre no
longer consider permanently reinvested (see Not

» $65 million benefit to decrease state incomes (net of federal benefit) due to a reductioounestimate
of the effective deferred state rate, includingestacome tax carryovers (see Note

Net losdor third-quarter 2010 includes the following pee<titems:

 $1,003 million impairment of goodwill at Exploratid Production (see Notes 4 and 1
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« $678 million of impairments of certain prodogiproperties and acquired unproved reserves at
Exploration & Production (see Note -

$30 million gain related to the sale of our 50 petdaterest in Accroven at Other (see Note

$15 million of exploratory dry hole costs at Expltoa & Production (see Note 4

$12 million gain on the sale of certain assets dti&kts Partners (see Note -
Net incomdor second-quarter 2010 includes the following faeitems:

+ $13 million gain related to the sale of our 50 patdaterest in Accroven at Other (see Note

» $11 million of involuntary conversion gainsedto insurance recoveries that are in excess afatging
value of assets at Williams Partners (see Not

Net losdor first-quarter 2010 includes the following peetitems:

« $606 million of early debt retirement costsisisting primarily of cash premiums of $574 millisee
Note 4);

« $39 million of other transaction costs assmdavith our strategic restructuring transactidnyhich
$4 million are attributable to noncontrolling ingsts (see Note 4

* $4 million of accelerated amortization of debt cosisited to amendments of credit facilities (se¢eNp.
Net incomdor fourth-quarter 2009 includes the following pee-items:

* $40 million gain related to the sale of oun@son Meadows processing plant at Williams Part(srs
Note 4);

« $17 million unfavorable depletion adjustment at Exption & Production primarily as the result of neik
and gas accounting guidance that requires we \luesserves using an average pr

+ $15 million impairment of certain natural gas prdjes at Exploration & Production (see Note
Net incomdor second-quarter 2009 includes the following faeitems:

« $15 million gain related to our former coal operatiqsee summarized results of discontinued opesatl
Note 2);

» $11 million of income related to the recovefycertain royalty overpayments from prior periads
Exploration & Production

Net losdor first-quarter 2009 includes the following peextitems:

* $211 million impairment of Venezuela propeftiant, and equipment (see summarized results of
discontinued operations at Note

$75 million impairment of a Venezuelan investmenArtroven at Other (see Note

$48 million of bad debt expense related todiscontinued Venezuela operations (see summarezedts
of discontinued operations at Note

« $30 million net charge related to the writé-affcertain deferred charges related to our disnaed
Venezuela operations (see summarized results cbtimued operations at Note ;

$34 million of penalties from early release of ding rigs at Exploration & Production (see Note

+ $11 million impairment of a Venezuelan c-based investment at Exploration & Production (se&).

Net losdor first-quarter 2009 also includes a $76 millimenefit from the reversal of deferred tax balances
related to our discontinued Venezuela operatioes éssimmarized results of discontinued operatioht 2).
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THE WILLIAMS COMPANIES, INC.
SUPPLEMENTAL OIL AND GAS DISCLOSURES
(Unaudited)

We have significant oil and gas producing actigifigimarily in the Rocky Mountain, Northeast andiMi
continent areas of the United States. Additionallg,have international oil and gas producing ati¢igj primarily in
Argentina. Proved reserves and revenues relatiedeicmational activities are approximately five gamt and three
percent, respectively, of our total internationadl @omestic proved reserves and revenues from piraglactivities.
Accordingly, the following information relates ontly the oil and gas activities in the United Staféss informatior
also excludes our gas management activities.

Capitalized Costs

As of December 31,

2010 2009
(Millions)
Proved Propertie $ 9,78 $ 9,16¢
Unproved propertie 2,17(¢ 952
11,95( 10,11¢
Accumulated depreciation, depletion and amortirasiod valuation provisior (3,869 (3,212)
Net capitalized cost $ 8,08¢ $ 6,90¢

« Excluded from capitalized costs are equipnagt facilities in support of oil and gas productain
$320 million and $272 million, net, for 2010 andd20respectively

» Proved properties include capitalized costofband gas leaseholds holding proved resenegldpment
wells including uncompleted development well coats] successful exploratory wel

» Unproved properties consist primarily of ungrd leasehold costs and costs for acquired unproven
reserves

Cost Incurred

For The Year Ended
December 31

2010 2009 2008
(Millions)
Acquisition $1,731 $ 305 $ 542
Exploration 22 51 38
Developmen 98¢ 87¢ 1,69¢

$2,741  $1,23¢  $2,28(

« Costs incurred include capitalized and expensedsit

e Acquisition costs are as follows: The 2010ts@se primarily for additional leasehold in thellistion and
Marcellus basins and include approximately $35%ianilof proved property values. The 2009 costs are
primarily for additional leasehold and reserve asitjons in the Piceance basin, and include $8%ianibof
proved property values. The 2008 costs are prignéoil additional leasehold and reserve acquisitiarthe
Piceance and Fort Worth basins. Included in the8 2@@juisition amounts is $140 million of proved
property values and $71 million related to an ies¢in a portion of acquired assets that a thirtypa
subsequently exercised its contractual option tahpase from us, on the same terms and condit
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< Exploration costs include the costs incurradgfeological and geophysical activity, drillingdaequipping
exploratory wells, including costs incurred durthg year for wells determined to be dry holes, evgibry
lease acquisitions, and retaining undeveloped fedds.

» Development costs include costs incurred in gacess to and prepare well locations for dgliémd to
drill and equip wells in our development bas|
Results of Operations

For The Year Ended December 31

2010 2009 2008
(Millions)
Revenues
Oil and gas revenus $2,16( $2,09: $2,81¢
Other revenue 23 42 31
Total revenue 2,18: 2,13t 2,85(
Costs:
Production cost 77€ 627 741
General & administrativ 154 151 15€
Exploration expense 61 58 27
Depreciation, depletion & amortizatis 87¢ 851 70¢
Impairment of certain natural gas properties inRbe Worth basir 503 — —
Write down of costs associated with acquired unpnoeserve 17¢% 15 —
Impairment of certain natural gas properties inAneoma basir 1 — 14z
Other (income) expen: (6) 34 2
Total costs 2,542 1,73¢ 1,78(
Results of operatior (359 39¢ 1,07C
(Provision) benefit for income tax 134 (157) (404)
Exploration and production net income (lo $ (22F) $ 24¢ $ 66€

« Results of operations for producing activities ¢sihef all related domestic oil and gas producintjvities.
Prior periods have been recast to reflect the itnpiihe sale of certain Piceance gathering andgssing
facilities to WPZ. Amounts for 2010 exclude a $llidm impairment charge related to goodwill assteiba
with the purchase of Barrett Resources Corporgiamrett) in 2001. Amounts for 2008 exclude a
$148 million gain on sale of a contractual righttproduction payment on certain future internation
hydrocarbon productiol

» Oil and gas revenues consist primarily of natues groduction sold and includes the impact of he«

« Other revenues consist of activities thatrarea direct part of the producing activities. Qthepenses in
2009 also include $32 million of expense relatefénalties from the early release of drilling ri

« Production costs consist of costs incurred to dpeaad maintain wells and related equipment anititfes
used in the production of natural gas. These @stsinclude production taxes other than incomedax
gathering, processing and transportation expemsetugding charges for unutilized pipeline capaciand
administrative expenses in support of productidividg. Excluded are depreciation, depletion and
amortization of capitalized cos

« Exploration expenses include the costs of@giohl and geophysical activity, drilling and eqiipy
exploratory wells determined to be dry holes, dr&ldost of retaining undeveloped leaseholds inodi
lease amortization and impairmer
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« Depreciation, depletion and amortization ides depreciation of support equipment. Amount2€dr0
include $26 million related to corrections of prigrars’ production volumes and costs used in the
calculation of depreciation, depletion and amotiiraexpense. Additionally, 2009 includes $17 railli
additional depreciation, depletion and amortizatsra result of our recalculation of fourth quarter
depreciation, depletion and amortization utilizog year-end reserves which were lower than 2068. T
lower reserves in 2009 were primarily a resulthaf application of new rules issued by the SEC 92

Proved Reserves

2010 2009 2008

(Bcfe)

Proved reserves at the beginning of pe 4,258 4,33¢  4,14:
Revisions (233 (859 (220
Purchase 162 15¢ 31
Extensions and discoveri 50€ 1,051 791
Wellhead productiol (420) (435  (406)

Proved reserves at the end of pel 4,272 4,258 4,33¢

Proved developed reserves at end of pe 2,49¢ 2,387 2,45¢€

* The SEC defines proved oil and gas reservake(R10(a) of Regulation S-)§s those quantities of oil a
gas, which, by analysis of geoscience and engingefata, can be estimated with reasonable certairiiy
economically producible — from a given date forwerdm known reservoirs, and under existing
economic conditions, operating methods, and goventmmegulations — prior to the time at which
contracts providing the right to operate expirdess evidence indicates that renewal is reasorwatgin,
regardless of whether deterministic or probabdistiethods are used for the estimation. The progect
extract the hydrocarbons must have commenced mpbeator must be reasonably certain that it will
commence the project within a reasonable time. &taeserves consist of two categories, proved
developed reserves and proved undeveloped res@&mnmsd developed reserves are currently producing
wells and wells awaiting minor sales connectioneexiture, recompletion, additional perforations or
borehole stimulation treatments. Proved undevelopserves are those reserves which are expecked to
recovered from new wells on undrilled acreage omfiexisting wells where a relatively major expenuit
is required for recompletion. Proved reserves dirilled acreage are generally limited to those tzait be
developed within five years according to plannatlinig activity. Proved reserves on undrilled aggeaals:
can include locations that are more than one offegty from current producing wells where there is a
reasonable certainty of production when drilledvbere it can be demonstrated with reasonable ogytai
that there is continuity of production from thesitig productive formatior

* Revisions in 2010 primarily relate to the esdification of reserves from proved to probabserees
attributable to locations not expected to be deyedowithin five years. A significant portion of the
revisions for 2009 are a result of the impact eftlew SEC rules. Proved reserves are lower becddise
lower 12-month average, first-of-the-month priceampared to the 2008 year-end price, and theiogvis
of proved undeveloped reserve estimates basedwiguidance. Approximately one-half of the revisions
for 2008 relate to the impact of lower average yexad natural gas prices used in 2008 compareceto th
2007.

» Extensions and discoveries in 2009 are hitfeem other years due in part to the expanded defindf oil
and gas reserves supported by reliable technolodyeasonable certainty used for reserves estimi

« Natural gas reserves are computed at 14.73 powerdsipare inch absolute and 60 degrees Fahre
Crude oil reserves are insignificant and have eended in the proved reserves on a basis obhiltiubic
feet equivalents (Bcfe
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Standardized Measure of Discounted Future Net Cashlows Relating to Proved Oil and Gas Reserves

The following is based on the estimated quantitfggroved reserves. In 2009, we adopted prescribed
accounting revisions associated with oil and gadkaitative guidance. Those revisions include usihey
12-month average price computed as an unweighitmireatic average of the price as of the first dagach month,
unless prices are defined by contractual arrangeme€hese revisions are reflected in our 2010 &0 2mounts.
For the years ended December 31, 2010 and 2008y#rage natural gas equivalent price used ingtimates was
$3.78 and $2.76 per MMcfe, respectively. For theryanded December 31, 2008, the average year-émédhgas
equivalent price used in the estimates was $4.4Mpdcfe. Future income tax expenses have been ctedpu
considering applicable taxable cash flows and gpjate statutory tax rates. The discount rate gbd@ent is as
prescribed by authoritative guidance. Continuatibpear-end economic conditions also is assumed.cBlculation
is based on estimates of proved reserves, whictegiged over time as new data becomes availabi&aBle or
possible reserves, which may become proved inuted, are not considered. The calculation alsaires
assumptions as to the timing of future productibproved reserves, and the timing and amount afréut
development and production costs. Of the $2,960amibf future development costs, approximatelypgrcent is
estimated to be spent in 2011, 2012, and 2013.

Numerous uncertainties are inherent in estimatwignaes and the value of proved reserves and iregtiog
future production rates and timing of developmequemditures. Such reserve estimates are subjebttuge as
additional information becomes available. The resemlctually recovered and the timing of productiway be
substantially different from the reserve estimates.

Standardized Measure of Discounted Future Net Cashlows

At December 31,
2010 2009
(Millions)
Future cash inflow $16,15.  $11,72¢
Less:
Future production cos 4,927 3,99(
Future development cos 2,96( 2,83:
Future income tax provisior 2,722 1,404
Future net cash flon 5,54: 3,502
Less 10 percent annual discount for estimated grofrcash flows (2,72%) (1,789
Standardized measure of discounted future netiofisivs $ 281« $ 1,718
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Sources of Change in Standardized Measure of Discoted Future Net Cash Flows

2010 2009 2008
(Millions)
Standardized measure of discounted future netft@sh beginning of perio $1,71:  $3,17¢  $4,80¢
Changes during the yet
Sales of oil and gas produced, net of operatings: (1,44¢) (1,00€) (2,09))
Net change in prices and production c« 1,921 (3,310 (2,549
Extensions, discoveries and improved recovery,dsimated future cos 724 1,131 1,42
Development costs incurred during y: 633 38¢ 817
Changes in estimated future development ¢ (292) 701 (729
Purchase of reserves in place, less estimatecefotsts 43¢ 171 55
Revisions of previous quantity estima (332 (929 (395)
Accretion of discoun 22C 45C 714
Net change in income tax (75¢) 932 1,10¢
Other (8) 5 11
Net change 1,101 (1,460 (1,630
Standardized measure of discounted future netft@sh end of perioc $2,81« $1,71: $3,17:

In relation to the SEC rules adopted in 2009, wineded that the standardized measure of discodntack
net cash flows in 2009 declined approximately $84lon on a before tax basis and excluding theraligrice rule
impact. The significant components of this declmgduded an estimated $640 million decrease inaldeevisions
of previous quantity estimates and a related $4dbmdecrease included in the net change in greved
production costs, partially offset by a $210 millimcrease included in extensions, discoveriesimpdoved
recovery, less estimated future costs. Additionally estimated that a significant portion of thea@ing net
change in price and production costs is due t@giptication of the new pricing rules which resultedhe use of
lower prices at December 31, 2009, than would meselted under the previous rules.
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THE WILLIAMS COMPANIES, INC.

SCHEDULE Il — VALUATION AND QUALIFYING ACCOUNTS

ADDITIONS
Charged
(Credited)
Beginning To Costs anc Ending
Balance Expenses Other Deductions Balance
(Millions)
2010:
Allowance for doubtful accounts - accounts and siote
receivable(a $ 22 % 6 $— $ ic) $ 15
Deferred tax asset valuation allowance 28¢ (40 — — 24¢
Price-risk management credit resen— liabilities(b) 3 3d — — —
2009:
Allowance for doubtful accounts -accounts and notes
receivable(a 29 4 — 11(c) 22
Deferred tax asset valuation allowance 224 65 — — 28¢
Price-risk management credit resen— assets(a 6 () (3(e) — —
Price-risk management credit resen— liabilities(b) (15) 12d) — — (©)
2008:
Allowance for doubtful accounts - accounts and siote
receivable(a 16 15 — 2(c) 29
Deferred tax asset valuation allowance 274 (14) — 36(c) 224
Price-risk management credit resen— assets(a 1 1(d) 4(e) — 6
Price-risk management credit resen— liabilities(b) — (16)(d) 1(e) — (15)

(2) Deducted from related asse

(b) Deducted from related liabilitie

(c) Represents balances written off, reclassificataoms recoveries
(d) Included inrevenues.

(e) Included inaccumulated other comprehensive income (I.
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Item 9. Changes in and Disagreements with Accountants orcégnting and Financial Disclosure

None.

Item 9A. Controls and Procedure

Disclosure Controls and Procedures

Our management, including our Chief Executive @ffiand Chief Financial Officer, does not expect tha
disclosure controls and procedures (as definediiedRl3a-15(e) and 15d-15(e) of the Exchange Aigc{osure
Controls) will prevent all errors and all fraud.cAntrol system, no matter how well conceived anerajed, can
provide only reasonable, not absolute, assuraratdtth objectives of the control system are metthen, the design
of a control system must reflect the fact thateteme resource constraints, and the benefits dfaemust be
considered relative to their costs. Because oirtherent limitations in all control systems, no lension of controls
can provide absolute assurance that all controbsand instances of fraud, if any, within the camyphave been
detected. These inherent limitations include tladities that judgments in decision-making can hétya and that
breakdowns can occur because of simple error daak@sAdditionally, controls can be circumventedthy
individual acts of some persons, by collusion af ttw more people, or by management override o€timtrol. The
design of any system of controls also is base@rihypon certain assumptions about the likelihdoiditoire events,
and there can be no assurance that any desigaugikeed in achieving its stated goals under adir@t future
conditions. Because of the inherent limitations icost-effective control system, misstatementstdweror or fraud
may occur and not be detected. We monitor our Bssgke Controls and make modifications as necessaryintent
in this regard is that the Disclosure Controls Wwél modified as systems change and conditions narra

An evaluation of the effectiveness of the desigth @peration of our Disclosure Controls was perfairae of
the end of the period covered by this report. Bvigluation was performed under the supervisionvattdthe
participation of our management, including our €lirecutive Officer and Chief Financial Officer. & upon th:
evaluation, our Chief Executive Officer and Chig@idncial Officer concluded that these Disclosure@as are
effective at a reasonable assurance level.

Management’s Annual Report on Internal Control overFinancial Reporting

See report set forth above in Item 8, “Financiat&nents and Supplementary Data.”

Report of Independent Registered Public Accountingrirm on Internal Control Over Financial Reporting

See report set forth above in Item 8, “Financialt&nents and Supplementary Data.”

Changes in Internal Controls Over Financial Reportng

There have been no changes during the fourth quafrg010 that have materially affected, or aresog@bly
likely to materially affect, our Internal Contradwer financial reporting.

Iltem 9B. Other Information
None.

PART IlI

Item 10. Directors, Executive Officers and Corporate Govente

The information regarding our directors and noménfee director required by Item 401 of Regulatic# Svill
be presented under the heading. “Proposal 1 —i&ieof Directors” in our Proxy Statement preparedthe
solicitation of proxies in connection with our AraiiMeeting of Stockholders to be held May 19, 2(Rtbxy
Statement), which information is incorporated bigrence herein.
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Information regarding our executive officers requiby Item 401(b) of Regulation S-K is presentethatend
of Part | herein and captioned “Executive Officefshe Registrant” as permitted by General InstacG(3) to
Form 10-K and Instruction 3 to Item 401(b) of Redidn S-K.

Information required by Item 405 of Regulation Ssxl be included under the heading “Section 16(a)
Beneficial Ownership Reporting Compliance” in ouo¥/ Statement, which information is incorporated b
reference herein.

Information required by paragraphs (c)(3), (d)(@) &d)(5) of Iltem 407 of Regulation S-K will be lnded
under the heading “Questions and Answers Abouf\tireual Meeting and Voting” and “Corporate Goverraand
Board Matters” in our Proxy Statement, which infatian is incorporated by reference herein.

We have adopted a Code of Ethics for Senior Offitkat applies to our Chief Executive Officer, Ghie
Financial Officer, and Controller, or persons parfimg similar functions. The Code of Ethics for erOfficers,
together with our Corporate Governance Guidelittescharters for each of our board committees,camdCode of
Business Conduct applicable to all employees aadable on our Internet websiteltp://www.williams.comWe
will provide, free of charge, a copy of our Codetiics or any of our other corporate documentsdisbove upon
written request to our Corporate Secretary at Wfiis, One Williams Center, Suite 4700, Tulsa, Okiaha@4172.
We intend to disclose any amendments to or waivktise Code of Ethics on behalf of our Chief ExamiOfficer,
Chief Financial Officer, Controller, and personsfpaming similar functions on our Internet website
http://www.williams.conunder the Investor Relations caption, promptlydaihg the date of any such amendment
or waiver.

Item 11. Executive Compensatio

The information required by Item 402 and paragrgeh@l) and (e)(5) of Item 407 of Regulation S-i§asding
executive compensation will be presented undehdaglings “Compensation Discussion and Analysisxetiitive
Compensation and Other Information,” “CompensatibDirectors,” and “Compensation Committee Repart o
Executive Compensation” in our Proxy StatementcWiinformation is incorporated by reference herein.
Notwithstanding the foregoing, the information ped under the headir*‘Compensation Committee Report on
Executive Compensation” in our Proxy Statementiigithed and shall not be deemed to be filed fopgses of
Section 18 of the Securities Exchange Act of 18®34amended, is not subject to the liabilities at 8ection and is
not deemed incorporated by reference in any filinger the Securities Act of 1933, as amended.

Item 12. Security Ownership of Certain Beneficial Owners anbnagement and Related Stockholder Matt

The information regarding securities authorizedi$suance under equity compensation plans reqbied
Item 201(d) of Regulation S-K and the security okgh® of certain beneficial owners and managemeotired by
Item 403 of Regulation S-K will be presented unitier headings “Equity Compensation Stock Plans™&wsturity
Ownership of Certain Beneficial Owners and Manag#iria our Proxy Statement, which information is
incorporated by reference herein.

Item 13. Certain Relationships and Related Transactions, abitector Independenci

The information regarding certain relationships egldted transactions required by Item 404 and #6i#(a) of
Regulation S-K will be presented under the heatifgyporate Governance and Board Matters” in ouxipro
Statement, which information is incorporated byerehce herein.

Item 14. Principal Accountant Fees and Servict

The information regarding our principal accounti@ets and services required by Item 9(e) of Schetidhewill
be presented under the heading “Ratification ofAppointment of Independent Auditors — PrincipalcAanting
Fees and Services” in our Proxy Statement, whifdrimation is incorporated by reference herein.
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PART IV

Item 15. Exhibits and Financial Statement Schedul

(d) 1and 2.
Page
Covered by report of independent audit
Consolidated statement of operations for each ipeidue thre-year period ended December 31, 2! 84
Consolidated balance sheet at December 31, 2012G089 85
Consolidated statement of changes in equity foh gaar in the thre-year period ended December 31, 21 86
Consolidated statement of cash flows for each iyetire thre-year period ended December 31, 2 87
Notes to consolidated financial stateme 88
Schedule for each year in the tr-year period ended December 31, 2C
Il — Valuation and qualifying accoun 15C
Not covered by report of independent audit
Quarterly financial data (unaudite 142
Supplemental oil and gas disclosures (unaud 14t

All other schedules have been omitted since theired, information is not present or is not preser@mounts

sufficient to require submission of the scheduldyerause the information required is includedmftnancial
statements and notes thereto.

Exhibit No.

(a) 3 and (b). The exhibits listed below are figedpart of this annual report.

INDEX TO EXHIBITS

Description

3.1

3.2

4.1

4.2

4.3

4.4

4.5

Amended and Restated Certificate of Incorporat@nsupplemented (filed on May 26, 2010 as
Exhibit 3.1 to the Compars Form {K) and incorporated herein by referen

By-Laws (filed on May 26, 2010 as Exhibit 3.2 te tBompany’s Current Report on Form 8-K)
and incorporated herein by referen

Form of Senior Debt Indenture between Williams Badk One Trust company, N.A. (formerly
The First National Bank of Chicago), as Trusteledfion September 8, 1997 as Exhibit 4.1 to
Williams Companies, In’s Form &3) and incorporated herein by referer

Fifth Supplemental Indenture between Williams amehBOne Trust Company, N.A., as Trustee,
dated as of January 17, 2001 (filed on March 12,128 Exhibit 4(k) to The Williams
Companies, In’s Form 1i-K) and incorporated herein by referen

Seventh Supplemental Indenture dated March 19,,28i®&een The Williams Companies, Inc
Issuer and Bank One Trust Company, National Astiocigas Trustee (filed on May 9, 2002 as
Exhibit 4.1 to The Williams Companies, I's Form 1-Q) and incorporated herein by referer
Senior Indenture dated February 25, 1997, betweBR®O Inc. and Bank One Trust Company,
N.A. (formerly The First National Bank of Chicagay Trustee (filed February 25, 1997
Exhibit 4.4.1 to MAPCO Inc.'s Amendment No. 1 torfoS-3) and incorporated herein by
reference

Supplemental Indenture No. 1 dated March 5, 198&yé&en MAPCO Inc. and Bank One Trust
Company, N.A. (formerly The First National Bank@iiicago), as Trustee (filed as Exhibit 4(o)
to MAPCO Inc.’s Form 10-K for the fiscal year endedcember 31, 1997) and incorporated
herein by referenci
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Exhibit No.

Description

4.6

4.7

4.8

4.9

4.10

411

412

4.13

4.14

4.15

4.16

4.17

4.18

4.19

Supplemental Indenture No. 2 dated March 5, 198&yé&en MAPCO Inc. and Bank One Trust
Company, N.A. (formerly The First National Bank@iiicago), as Trustee (filed as Exhibit 4(p)
to MAPCO Inc.’s Form 10-K for the fiscal year end@dcember 31, 1997) and incorporated
herein by referenci

Supplemental Indenture No. 3 dated March 31, 188&ng MAPCO Inc., Williams Holdings of
Delaware, Inc. and Bank One Trust Company, N.Antfrly The First National Bank of
Chicago), as Trustee (filed as Exhibit 4(j) to \tdiths Holdings of Delaware, Inc.’s Form KOfor
the fiscal year ended December 31, 1998) and imcatpd herein by referenc

Supplemental Indenture No. 4 dated as of July 929,1lamong Williams Holdings of Delaware,
Inc., Williams and Bank One Trust Company, N.Arnfierly The First National Bank of
Chicago), as Trustee (filed on March 28, 2000 dsiliik4(q) to The Williams Companies, Inc.’s
Form 1(-K) and incorporated herein by referen

Indenture dated as of May 28, 2003, by and betWé&enWilliams Companies, Inc. and
JPMorgan Chase Bank, as Trustee for the issuantbte & 50% Junior Subordinated Convertible
Debentures due 2033 (filed on August 12, 2003 dsHibd.2 to The Williams Companies, Inc.’s
Form 1(-Q) and incorporated herein by referer

Indenture dated as of March 5, 2009, among Theidffis Companies, Inc. and The Bank of N
York Mellon Trust Company, N.A., as Trustee (filed March 11, 2009 as Exhibit 4.1 to The
Williams Companies, In’s Form {-K) and incorporated herein by referen

Eleventh Supplemental Indenture dated as of Fepia2010 between The Williams Compan
Inc. and The Bank of New York Mellon Trust CompahlyA. (filed on February 2, 2010 as
Exhibit 4.1 to The Williams Companies, I's Form K) and incorporated herein by referen
First Supplemental Indenture dated as of FebruaP910 between The Williams Companies,
and The Bank of New York Mellon Trust Company, N(fled on February 2, 2010 as Exhibit
4.2 to The Williams Companies, I's Form K) and incorporated herein by referen

Fifth Supplemental Indenture dated as of FebruaB010 between The Williams Companies,
and The Bank of New York Mellon Trust Company, N(fled on February 2, 2010 as Exhibit
4.3 to The Williams Companies, I's Form K) and incorporated herein by referen

Amended and Restated Rights Agreement dated Seete2tth2004 by and between The
Williams Companies, Inc. and EquiServe Trust ComgpahA., as Rights Agent (filed on
September 24, 2004 as Exhibit 4.1 to The WillianosnPanies, Inc.’s Form 8-K) and
incorporated herein by referen:

Amendment No. 1 dated May 18, 2007 to the AmendebRestated Rights Agreement dated
September 21, 2004 (filed on May 22, 2007 as ExHildi to The Williams Companies, Inc.’s
Form ¢&K) and incorporated herein by referen

Amendment No. 2 dated October 12, 2007 to the Amméraohd Restated Rights Agreement dated
September 21, 2004 (filed on October 15, 2007 dmstixd.1 to The Williams Companies, Inc.’s
Form ¢-K) and incorporated herein by referen

Senior Indenture, dated as of November 30, 199%dmn Northwest Pipeline Corporation and
Chemical Bank, Trustee with regard to Northweselig’s 7.125% Debentures, due 2025 (filed
September 14, 1995 as Exhibit 4.1 to NorthwestIPPips Form S-3) and incorporated herein by
reference

Indenture dated as of June 22, 2006, between NesthRipeline Corporation and JPMorgan
Chase Bank, N.A., as Trustee, with regard to NogstvPipeline’'s $175 million aggregate
principal amount of 7.00% Senior Notes due 2016dfon June 23, 2006 as Exhibit 4.1 to
Northwest Pipelin’s Form {-K) and incorporated herein by referen

Indenture, dated as of April 5, 2007, between Neett Pipeline Corporation and The Bank of
New York (filed on April 5, 2007 as Exhibit 4.1 Morthwest Pipeline Corporati’'s Form 8-K)
(Commission File number 0-07414) and incorporated herein by referel
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Exhibit No.

Description

4.20

4.21

4.22

4.23

4.24

4.25

4.26

4.27

4.28

10.1

10.2

10.3

10.4

10.5*

10.6*

10.7*

10.8*

Indenture dated May 22, 2008, between Northwestlipip GP and The Bank of New York Trust
Company, N.A., as Trustee (filed on May 23, 200&=kibit 4.1 to Northwest Pipeline GP’s
Form ¢-K) and incorporated herein by referen

Senior Indenture dated as of July 15, 1996 betWeanscontinental Gas Pipe Line Corporation
and Citibank, N.A., as Trustee (filed on April 396 as Exhibit 4.1 to Transcontinental Gas Pipe
Line Corporatio’s Form $3) and incorporated herein by referer

Indenture dated as of August 27, 2001 between €oentimiental Gas Pipe Line Corporation and
Citibank, N.A., as Trustee (filed on November 802@s Exhibit 4.1 to Transcontinental Gas |
Line Corporatio’s Form $-4) and incorporated herein by referer

Indenture dated as of July 3, 2002 between Tranismaral Gas Pipe Line Corporation and
Citibank, N.A., as Trustee (filed August 14, 20@2Exhibit 4.1 to The Williams Companies Irsc.’
Form 1(-Q) and incorporated herein by referer

Indenture dated as of April 11, 2006, between Teansnental Gas Pipe Line Corporation and
JPMorgan Chase Bank, N.A., as Trustee with regafiddnscontinental Gas Pipe Line’'s $200
million aggregate principal amount of 6.4% Seniaté&due 2016 (filed on April 11, 2006 as
Exhibit 4.1 to Transcontinental Gas Pipe Line Coapion’s Form 8-K) and incorporated herein
by reference

Indenture dated May 22, 2008, between Transcortah&as Pipe Line Corporation and The
Bank of New York Trust Company, N.A., as Trusteked on May 23, 2008 as Exhibit 4.1 to
Transcontinental Gas Pipe Line Corpora's Form &K) and incorporated herein by referen
Indenture dated June 20, 2006, by and among WaliBartners L.P., Williams Partners Finance
Corporation and JPMorgan Chase Bank, N.A. (filedane 20, 2006 as Exhibit 4.1 to Williams
Partners L.P. Form-K) and incorporated herein by referen

Indenture dated December 13, 2006, by and amoniiaWd Partners L.P., Williams Partners
Finance Corporation and The Bank of New York (fimdDecember 19, 2006 as Exhibit 4.1 to
Williams Partners L.P. Fornm-K) and incorporated herein by referen

Indenture dated as of February 9, 2010, betweeliawi$ Partners L.P. and The Bank of

New York Mellon Trust Company, N.A. (filed on Febry 10, 2010 as Exhibit4.1t0o T

Williams Companies, In’s Form {-K) and incorporated herein by referen

The Williams Companies Amended and Restated RetineiRestoration Plan effective Januar
2008 (filed on February 25, 2009 as Exhibit 10.The Williams Companies, Inc.’s Form 10-K)
and incorporated herein by referen

The Williams Companies, Inc. 1996 Stock Plan (filedMarch 27, 1996 as Exhibit A to The
Williams Companies, In’s Proxy Statement) and incorporated herein by eafas.

The Williams Companies, Inc. 1996 Stock Plan fonMmnployee Directors (filed on March 27,
1996 as Exhibit B to The Williams Companies, In®iexy Statement) and incorporated herein
by reference

Form of Director and Officer Indemnification Agreent (filed on September 24, 2008 as
Exhibit 10.1 to The Williams Companies, I's Form {-K) and incorporated herein by referen
Form of 2011 Performance-Based Restricted Stock Aljieement among Williams and certain
employees and officer

Form of 2011 Restricted Stock Unit Agreement am@filjams and certain employees and
officers.

Form of 2011 Nonqualified Stock Option Agreemenbag Williams and certain employees and
officers.

Form of 2010 Restricted Stock Unit Agreement amW@filjams and no-management director
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10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

The Williams Companies, Inc. 2002 Incentive Plam@m&nded and restated effective as of
January 23, 2004 (filed on August 5, 2004 as ExHibil to The Williams Companies, Inc.’s
Form 1(-Q) and incorporated herein by referer

Amendment No. 1 to The Williams Companies, Inc.20&entive Plan (filed on February 25,
2009 as Exhibit 10.11 to The Williams Companies,’ tnForm 10-K) and incorporated herein by
reference

Amendment No. 2 to The Williams Companies, Inc.20t&entive Plan (filed on February 25,
2009 as Exhibit 10.12 to The Williams Companies,’ nForm 10-K) and incorporated herein by
reference

The Williams Companies, Inc. 2007 Incentive Plaledfon April 8, 2010 as Appendix B to The
Williams Companies, Inc.’s Definitive Proxy Statemé&4A) and incorporated herein by
reference

The Williams Companies, Inc. Employee Stock Puretilan (filed on April 10, 2007 as
Appendix D to The Williams Companies, Inc.’s Definé Proxy Statement 14A) and
incorporated herein by referen:

Amendment No. 1 to The Williams Companies, Inc. Emppe Stock Purchase (filed on February
25, 2009 as Exhibit 10.16 to The Williams Companies.’s Form 10K) and incorporated here
by reference Plai

Amendment No. 2 to The Williams Companies, Inc. Eoyppe Stock Purchase Plan (filed on
February 25, 2009 as Exhibit 10.17 to The WilligGmmpanies, Inc.’s Form 10-K) and
incorporated herein by referen:

Amendment No. 3 to The Williams Companies, Inc. Eppe Stock Purchase Plan (filed on
February 25, 2010 as Exhibit 10.17 the The Willigdasnpanies, Inc.’s Form 10-K) and
incorporated herein by referen:

Amendment No. 4 to The Williams Companies, Inc. lyppe Stock Purchase Plan (filed on
February 25, 2010 as Exhibit 10.17 the The Williadmsnpanies, Inc.’s Form 10-K) and
incorporated herein by referen:

Amended and Restated Change-in-Control SeveranmeeAwent between the Company and
certain executive officers (filed on February 2602 as Exhibit 10.18 to The Williams
Companies, In’s Form 1K) and incorporated herein by referen

Amendment Agreement, dated May 9, 2007, among Tiiek's Companies, Inc., Williams
Partners L.P., Northwest Pipeline Corporation, $camtinental Gas Pipe Line Corporation,
certain banks, financial institutions and othetitoional lenders and Citibank, N.A., as
administrative agent (filed on October 28, 2010x=ksilit 10.1 to The Williams Companies, Inc.’s
Form 1(-Q) and incorporated herein by referer

Amendment Agreement dated November 21, 2007 ambegAilliams Companies, Inc.,
Williams Partners L.P., Northwest Pipeline GP, Bamtinental Gas Pipe Line Corporation,
certain banks, financial institutions and othetitnfonal lenders and Citibank, N.A., as
administrative agent (filed on November 28, 200Exskibit 10.1 to The Williams Companies,
Inc.’s Form +K) and incorporated herein by referen

Credit Agreement dated as of May 1, 2006, among\Whigams Companies, Inc., Northwest
Pipeline Corporation, Transcontinental Gas PipelQorporation, and Williams Partners L.P., as
Borrowers and Citibank, N.A., as Administrative Agé€filed on October 28, 2010 as Exhibit 1
to The Williams Companies, Ir's Form 1-Q) and incorporated herein by referer

Credit Agreement dated February 23, 2007 amongaifi Production RMT Company, Williar
Production Company, LLC, Citibank, N.A., Citigro&gmergy Inc., Calyon New York Branch, ¢
the banks named therein, and Citigroup Global Markec. and Calyon New York Branch as
joint lead arrangers and-book runners (filed on October 28, 2010 as ExHibi8 to The
Williams Companies, In’s Form 1-Q) and incorporated herein by referer
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10.23

10.24*

10.25*

10.26

10.27

12*
14
21*
23.1*
23.2*
23.3*
23.4*

24*
31.1*

31.2*

32**

99.1*

99.2*
101.INS**

First Amendment dated as of March 30, 2007 to Gregiicement dated as of February 23, 2007
among Williams Production RMT Company, Williams éuetion Company, LLC, Citibank,

N.A., Citigroup Energy Inc., Calyon New York Branand the banks named therein,

Citigroup Global Markets Inc. and Calyon New YorkaBch as joint lead arrangers and co-book
runners (filed on October 28, 2010 as Exhibit 10.4he Williams Companies, Inc.’s Form @)-
and incorporated herein by referen

Second Amendment dated as of June 10, 2008 totGygiement dated as of February 23, 2007
among Williams Production RMT Company, Williams éwetion Company, LLC, Citibank,

N.A., Citigroup Energy Inc., Calyon New York Branand the banks named therein,

Citigroup Global Markets Inc. and Calyon New YorkaBch as joint lead arrangers and co-book
runners (filed on October 28, 2010 as Exhibit 10.4he Williams Companies, Inc.’s Form @)-
and incorporated herein by referen

Third Amendment dated as of July 12, 2010 to Cradieement dated as of February 23, 2007
among Williams Production RMT Company, Williams &uction Company, LLC, Citibank,

N.A., Citigroup Energy Inc., Calyon New York Branand the banks named therein,

Citigroup Global Markets Inc. and Calyon New YorkaBch as joint lead arrangers and co-book
runners (filed on October 28, 2010 as Exhibit 16.Z#he Williams Companies, Inc.’s Form 13-
and incorporated herein by referen

Contribution Agreement, dated as of January 1502B% and among Williams Energy Services,
LLC, Williams Gas Pipeline Company, LLC, WGP Gulé&stm Pipeline Company, L.L.C.,
Williams Partners GP LLC, Williams Partners L.P.illl&ms Partners Operating LLC and, for a
limited purpose, The Williams Companies, Inc, imtthg exhibits thereto (filed on January 19,
2010 as Exhibit 10.1 to The Williams Companies’'mEorm 8-K) and incorporated herein by
reference

Credit Agreement, dated as of February 17, 201@&rsyamong Williams Partners L.P.,
Transcontinental Gas Pipe Line Company, LLC, NodgstPipeline GP, the lenders party thereto
and Citibank, N.A., as Administrative Agent (filed July 29, 2010 as Exhibit 10.1 to Williams
Partners L.F's current report on Form -Q) and incorporated herein by referer

Computation of Ratio of Earnings to Combined Fixdwarges and Preferred Stock Dividend
Requirements

Code of Ethics for Senior Officers (filed on Marth, 2004 as Exhibit 14 to The Williams
Companies, In’s Form 1K) and incorporated herein by referen

Subsidiaries of the registral

Consent of Independent Registered Public Accouriing, Ernst & Young LLP

Consent of Independent Registered Public Accouriing, Deloitte & Touche LLP

Consent of Independent Petroleum Engineers ando@istd, Netherland, Sewell & Associates,
Inc.

Consent of Independent Petroleum Engineers ando@istd, Miller and Lents, LTC

Power of Attorney

Certification of the Chief Executive Officer pursudo Rules 13a-14(a) and 15d-14(a)
promulgated under the Securities Exchange Act 8418s amended, and Item 601(b)(31) of
Regulation -K, as adopted pursuant to Section 302 of the Sas-Oxley Act of 2002
Certification of the Chief Financial Officer pursudo Rules 13a-14(a) and 15d-14(a)
promulgated under the Securities Exchange Act 8418s amended, and Item 601(b)(31) of
Regulation -K, as adopted pursuant to Section 302 of the Sas-Oxley Act of 2002
Certification of the Chief Executive Officer ancetlhief Financial Officer pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 9t&darban«-Oxley Act of 2002

Report of Independent Petroleum Engineers and @estép Netherland, Sewell & Associates,
Inc.

Report of Independent Petroleum Engineers and @mtéo Miller and Lents, LTC

XBRL Instance Documer
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101.SCH**
101.CAL**
101.DEF**
101.LAB**
101.PRE**

* Filed herewitr

XBRL Taxonomy Extension Schen

XBRL Taxonomy Extension Calculation Linkbg
XBRL Taxonomy Extension Definition Linkba:
XBRL Taxonomy Extension Label Linkba
XBRL Taxonomy Extension Presentation Linkb.

** Furnished herewit
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the regigthas
duly caused this report to be signed on its behathe undersigned, thereunto duly authorized.

Date: February 24, 2011

THE WiLLIAMS COMPANIES, INC.
(Registrant)

By: /sl TeED T. TIMMERMANS

Ted T. Timmermans

Controller

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpithe

following persons on behalf of the registrant amthie capacities and on the dates indicated.

Signature

Title

Date

/s/ ALAN S. ARMSTRONG

Alan S. Armstrong

/s/ DoNALD R. CHAPPEL

Donald R. Chappel

/sl Tep T. TIMMERMANS

Ted T. Timmerman

/sl JosepPHR. CLEVELAND*

Joseph R. Clevelanc

/s/ KATHLEEN B. COOPER

Kathleen B. Cooper

/s/ IRL F. ENGELHARDT*

Irl F. Engelhardt?

/s/ WiLLIAM R. CRANBERRY*

William R. Granberry*

/sl WiLLIAM E. CREEN*

William E. Green*

/sl JuAaNITA H. HINSHAW*

Juanita H. Hinshaw

/s/ W.R. HoweLL*

W.R. Howell*

President, Chief Executive Officer
and Director (Principal Executive
Officer)

Senior Vice President and Chief
Financial Officer (Principal Financial
Officer)

Controller (Principal Accounting

Officer)

Director

Director

Director

Director

Director

Director

Director
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/s| GEORGEA. LORCH* Director February 24, 201
George A. Lorch’
/sl WiLLiam G. LowRIE* Director February 24, 201

William G. Lowrie*

Is/ FrRANK T. MACINNIS*

Frank T. Maclnnis’

/s! JANICE D. STONEY*

Janice D. Stoney

/s/ LAURA A. SuGG*

Laura A. Sugg’

*By: /sl LA FLEUR C. BROWNE

La Fleur C. Browne
Attorney-in-Fact

Chairman of the Board

Director

Director
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3.1 Amended and Restated Certificate of Incorporatsnsupplemented (filed on May 26, 2010 as Exhiliitt@ the Company’s
Form ¢-K) and incorporated herein by referen

3.2 By-Laws (filed on May 26, 2010 as Exhibit 3.2 t@ tBompany’s Current Report on Form 8-K) and incoajexl herein by
reference

4.1 Form of Senior Debt Indenture between Williams Batik One Trust company, N.A. (formerly The FirstiNaal Bank of
Chicago), as Trustee (filed on September 8, 19%xashit 4.1 to The Williams Companies, Inc.’s Fo8¥8) and incorporated
herein by referenct

4.2 Fifth Supplemental Indenture between Williams arehBBOne Trust Company, N.A., as Trustee, dated darmary 17, 2001
(filed on March 12, 2001 as Exhibit 4(k) to The lidins Companies, In's Form 1i-K) and incorporated herein by referen

4.3 Seventh Supplemental Indenture dated March 19,,2@i&een The Williams Companies, Inc. as IssudrBank One Trust
Company, National Association, as Trustee (filedMay 9, 2002 as Exhibit 4.1 to The Williams Compmilnc.’s Form 10-Q)
and incorporated herein by referen

4.4 Senior Indenture dated February 25, 1997, betweR®O Inc. and Bank One Trust Company, N.A. (formdithe First
National Bank of Chicago), as Trustee (filed Febyub, 1997 as Exhibit 4.4.1 to MAPCO I's Amendment No. 1 to Form &
and incorporated herein by referen

4.5 Supplemental Indenture No. 1 dated March 5, 198&yé&en MAPCO Inc. and Bank One Trust Company, Kfgxmerly The
First National Bank of Chicago), as Trustee (fitlsdExhibit 4(0) to MAPCO Inc.’s Form 10-K for thisdal year ended
December 31, 1997) and incorporated herein byeateay.

4.6 Supplemental Indenture No. 2 dated March 5, 198&yé&en MAPCO Inc. and Bank One Trust Company, Kfgkmerly The
First National Bank of Chicago), as Trustee (fismdExhibit 4(p) to MAPCO Inc.’s Form 10-K for thiedal year ended
December 31, 1997) and incorporated herein byeatar.

4.7 Supplemental Indenture No. 3 dated March 31, 186 ng MAPCO Inc., Williams Holdings of Delaware¢lmnd Bank One
Trust Company, N.A. (formerly The First Nationalrikeof Chicago), as Trustee (filed as Exhibit 4¢)Williams Holdings of
Delaware, In(s Form 1-K for the fiscal year ended December 31, 1998)inodrporated herein by referen:

4.8 Supplemental Indenture No. 4 dated as of July 339.1lamong Williams Holdings of Delaware, Inc., Wdiins and Bank One
Trust Company, N.A. (formerly The First Nationalrikeof Chicago), as Trustee (filed on March 28, 288 Exhibit 4(q) to The
Williams Companies, In’s Form 1K) and incorporated herein by referen

49 Indenture dated as of May 28, 2003, by and betWé&enWilliams Companies, Inc. and JPMorgan Chas&BamTrustee for the
issuance of the 5.50% Junior Subordinated ConverDebentures due 2033 (filed on August 12, 2008xdsbit 4.2 to The
Williams Companies, In’s Form 1--Q) and incorporated herein by referer

4.10 Indenture dated as of March 5, 2009, among Theiaffis Companies, Inc. and The Bank of New York Mellaust Company,

N.A., as Trustee (filed on March 11, 2009 as Exhihl to The Williams Companies, I's Form 8K) and incorporated herein
reference
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411 Eleventh Supplemental Indenture dated as of Fepma2010 between The Williams Companies, Inc. Binel Bank of New
York Mellon Trust Company, N.A. (filed on Februaty2010 as Exhibit 4.1 to The Williams Companies,’s Form 8-K) and
incorporated herein by referen:

412 First Supplemental Indenture dated as of Februa?®10 between The Williams Companies, Inc. and Béwak of New York
Mellon Trust Company, N.A. (filed on February 2,180as Exhibit 4.2 to The Williams Companies, In&&®m 8-K) and
incorporated herein by referen:

413 Fifth Supplemental Indenture dated as of Februa®010 between The Williams Companies, Inc. and Béwek of New York
Mellon Trust Company, N.A. (filed on February 2120as Exhibit 4.3 to The Williams Companies, In&&m 8-K) and
incorporated herein by referen:

4.14 Amended and Restated Rights Agreement dated Seetedhib2004 by and between The Williams Compatnes,and
EquiServe Trust Company, N.A., as Rights Agengdfibn September 24, 2004 as Exhibit 4.1 to Theidkib Companies, Inc.’s
Form ¢-K) and incorporated herein by referen

4.15 Amendment No. 1 dated May 18, 2007 to the AmendeddRestated Rights Agreement dated September 24, (#id on
May 22, 2007 as Exhibit 4.1 to The Williams Comganilnc’s Form K) and incorporated herein by referen

4.16 Amendment No. 2 dated October 12, 2007 to the Araéraohd Restated Rights Agreement dated Septemp20@4 (filed on
October 15, 2007 as Exhibit 4.1 to The Williams @amies, Incs Form {-K) and incorporated herein by referen

417 Senior Indenture, dated as of November 30, 19%%dmn Northwest Pipeline Corporation and ChemiaailB Trustee with
regard to Northwest Pipeline’s 7.125% Debenturas,2D25 (filed September 14, 1995 as Exhibit 4 Ndaahwest Pipeline’s
Form &-3) and incorporated herein by referer

4.18 Indenture dated as of June 22, 2006, between NestRipeline Corporation and JPMorgan Chase Bark, Bs Trustee, with
regard to Northwest Pipeline’s $175 million aggitegarincipal amount of 7.00% Senior Notes due 2@l on June 23, 2006
as Exhibit 4.1 to Northwest Pipel’s Form {-K) and incorporated herein by referen

4.19 Indenture, dated as of April 5, 2007, between Neetst Pipeline Corporation and The Bank of New Y(itked on April 5, 2007
as Exhibit 4.1 to Northwest Pipeline CorporatioRtgm 8-K) (Commission File number 001-07414) arwbiporated herein by
reference

4.20 Indenture dated May 22, 2008, between Northwestlitip GP and The Bank of New York Trust CompanyA.Nas Trustee
(filed on May 23, 2008 as Exhibit 4.1 to NorthwBgbeline GI's Form {-K) and incorporated herein by referen

4.21 Senior Indenture dated as of July 15, 1996 betWeanscontinental Gas Pipe Line Corporation anch@&itk, N.A., as Trustee
(filed on April 2, 1996 as Exhibit 4.1 to Transcoeintal Gas Pipe Line Corporation’s Form S-3) arabiporated herein by
reference

4.22 Indenture dated as of August 27, 2001 between Tomtimental Gas Pipe Line Corporation and Citibal4., as Trustee (filed

on November 8, 2001 as Exhibit 4.1 to TranscontaeBas Pipe Line Corporation’s Form S-4) and ipooated herein by
reference
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4.23 Indenture dated as of July 3, 2002 between Tratise@al Gas Pipe Line Corporation and Citibanki Nas Trustee (filed
August 14, 2002 as Exhibit 4.1 to The Williams Cemies InC's Form 1-Q) and incorporated herein by referer

4.24 Indenture dated as of April 11, 2006, between TeanBnental Gas Pipe Line Corporation and JPMofighase Bank, N.A., as
Trustee with regard to Transcontinental Gas Pipe’'si$200 million aggregate principal amount of6.8enior Note due 2016
(filed on April 11, 2006 as Exhibit 4.1 to Transtioental Gas Pipe Line Corporation’s Form 8-K) amcbrporated herein by
reference

4.25 Indenture dated May 22, 2008, between Transcortah&as Pipe Line Corporation and The Bank of NewkYTrust Company,
N.A., as Trustee (filed on May 23, 2008 as Exhbit to Transcontinental Gas Pipe Line Corporéis Form 8-K) and
incorporated herein by referen:

4.26 Indenture dated June 20, 2006, by and among WaliBartners L.P., Williams Partners Finance Corpand JPMorgan
Chase Bank, N.A. (filed on June 20, 2006 as ExHilitto Williams Partners L.P. Form 8-K) and inamated herein by
reference

4.27 Indenture dated December 13, 2006, by and amonigad Partners L.P., Williams Partners Finance G@fion and The Bank
of New York (filed on December 19, 2006 as Exhibit to Williams Partners L.P. Form 8-K) and incagied herein by
reference

4.28 Indenture dated as of February 9, 2010, betweeliag Partners L.P. and The Bank of New York Mellanst Company, N.A
(filed on February 10, 2010 as Exhibit 4.1 to Thilidims Companies, In’s Form {-K) and incorporated herein by referen

10.1 The Williams Companies Amended and Restated RetineiRestoration Plan effective January 1, 2008d{fdn February 25,
2009 as Exhibit 10.1 to The Williams Companies,’s Form 1K) and incorporated herein by referen

10.2 The Williams Companies, Inc. 1996 Stock Plan (filedMarch 27, 1996 as Exhibit A to The Williams Gmamies, Inc.’s Proxy
Statement) and incorporated herein by refere

10.3 The Williams Companies, Inc. 1996 Stock Plan fonMmployee Directors (filed on March 27, 1996 akibit B to The
Williams Companies, In’s Proxy Statement) and incorporated herein by eafss.

104 Form of Director and Officer Indemnification Agreent (filed on September 24, 2008 as Exhibit 10.ThHe Williams
Companies, In’s Form {K) and incorporated herein by referen

10.5* Form of 2011 Performan-Based Restricted Stock Unit Agreement among Wiliamd certain employees and office

10.6* Form of 2011 Restricted Stock Unit Agreement am@fijams and certain employees and office

10.7* Form of 2011 Nonqualified Stock Option Agreemenbag Williams and certain employees and offic

10.8* Form of 2010 Restricted Stock Unit Agreement am@filiams and no-management director
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10.15

10.16

10.17

10.18

10.19

10.20

10.21

The Williams Companies, Inc. 2002 Incentive Plamm&nded and restated effective as of JanuaryQ®3, @iled on August 5,
2004 as Exhibit 10.1 to The Williams Companies,’s Form 1-Q) and incorporated herein by referer

Amendment No. 1 to The Williams Companies, Inc.20tcentive Plan (filed on February 25, 2009 asikiki0.11 to The
Williams Companies, In’s Form 1K) and incorporated herein by referen

Amendment No. 2 to The Williams Companies, Inc.20tentive Plan (filed on February 25, 2009 asikiki0.12 to The
Williams Companies, In’s Form 1-K) and incorporated herein by referen

The Williams Companies, Inc. 2007 Incentive Plaledfon April 8, 2010 as Appendix B to The Williar@®@mpanies, Inc.’s
Definitive Proxy Statement 14A) and incorporatedeiveby reference

The Williams Companies, Inc. Employee Stock Puretlan (filed on April 10, 2007 as Appendix D toeTWilliams
Companies, In’s Definitive Proxy Statement 14A) and incorpordtedein by referenct

Amendment No. 1 to The Williams Companies, Inc. lppe Stock Purchase (filed on February 25, 200Bxdbit 10.16 to
The Williams Companies, Ir's Form 1-K) and incorporated herein by reference P

Amendment No. 2 to The Williams Companies, Inc. lbppe Stock Purchase Plan (filed on February 2692% Exhibit 10.17
to The Williams Companies, I's Form 1K) and incorporated herein by referen

Amendment No. 3 to The Williams Companies, Inc. lppe Stock Purchase Plan (filed on February 25023 Exhibit 10.17
the The Williams Companies, I's Form 1i-K) and incorporated herein by referen

Amendment No. 4 to The Williams Companies, Inc. lppe Stock Purchase Plan (filed on February 25023 Exhibit 10.17
The Williams Companies, Ir's Form 1+-K) and incorporated herein by referen

Amended and Restated Change-in-Control SeveranceeAwent between the Company and certain execufieers (filed on
February 25, 2009 as Exhibit 10.18 to The WilliaGwmpanies, In’'s Form 1K) and incorporated herein by referen

Amendment Agreement, dated May 9, 2007, among THigavs Companies, Inc., Williams Partners L.P. rthavest Pipeline
Corporation, Transcontinental Gas Pipe Line Cormmacertain banks, financial institutions andestinstitutional lenders and
Citibank, N.A., as administrative agent (filed ont@ber 28, 2010as Exhibit 10.1 to The Williams Camigs, Inc.’s Form 10-Q)
and incorporated herein by referen

Amendment Agreement dated November 21, 2007 ambegAilliams Companies, Inc., Williams Partners |.Northwest
Pipeline GP, Transcontinental Gas Pipe Line Cotpmracertain banks, financial institutions andestinstitutional lenders and
Citibank, N.A., as administrative agent (filed oowémber 28, 2007 as Exhibit 10.1 to The Williams1panies, Inc.’s Form 8-
K) and incorporated herein by referen

Credit Agreement dated as of May 1, 2006, amongVWHégams Companies, Inc., Northwest Pipeline Cagimn,
Transcontinental Gas Pipe Line Corporation, andiatils Partners L.P., as Borrowers and Citibank,.Na& Administrative
Agent (filed on October 28, 2010 as Exhibit 10.Zk® Williams Companies, Inc.’s Form 10-Q) and ipowated herein by
reference
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10.22

10.23

10.24°

10.25°

10.26

10.27

12*

14

21*

23.1

23.2

23.3

Credit Agreement dated February 23, 2007 amongai’i Production RMT Company, Williams Productiom@uany, LLC,
Citibank, N.A., Citigroup Energy Inc., Calyon Newoi Branch, and the banks named therein, and GiijgGlobal Markets
Inc. and Calyon New York Branch as joint lead agens and co-book runners (filed on October 28, 2851Bxhibit 10.3 to The
Williams Companies, In’s Form 1--Q) and incorporated herein by referer

First Amendment dated as of March 30, 2007 to Grkglieement dated as of February 23, 2007 amontjaWig Production
RMT Company, Williams Production Company, LLC, @é&nk, N.A., Citigroup Energy Inc., Calyon New Ydkanch, and the
banks named therein, and Citigroup Global Markets &nd Calyon New York Branch as joint lead aresxa@nd co-book
runners (filed on October 28, 2010 as Exhibit 168.Fhe Williams Companies, Inc.’s Form 10-Q) ancbirporated herein by
reference

Second Amendment dated as of June 10, 2008 totGxgdiement dated as of February 23, 2007 amontjaWig Production
RMT Company, Williams Production Company, LLC, @é&nk, N.A., Citigroup Energy Inc., Calyon New Ydkanch, and the
banks named therein, and Citigroup Global Markets &nd Calyon New York Branch as joint lead aresagnd co-book
runners (filed on October 28, 2010 as Exhibit 168.Fhe Williams Companies, Inc.’s Form 10-Q) ancbirporated herein by
reference

Third Amendment dated as of July 12, 2010 to Cradieement dated as of February 23, 2007 amondanidi Production RM
Company, Williams Production Company, LLC, CitibahkA., Citigroup Energy Inc., Calyon New York Bian and the banks
named therein, and Citigroup Global Markets Ind @alyon New York Branch as joint lead arrangeis @mtbook runners
(filed on October 28, 2010 as Exhibit 10.4 to Thaliyns Companies, In’s Form 1+Q) and incorporated herein by referer
Contribution Agreement, dated as of January 1502B% and among Williams Energy Services, LLC, Wittis Gas Pipeline
Company, LLC, WGP Gulfstream Pipeline Company, C.|_Williams Partners GP LLC, Williams Partners | Williams
Partners Operating LLC and, for a limited purpdds Williams Companies, Inc, including exhibitsrte (filed on January 19,
2010 as Exhibit 10.1 to The Williams Companies’s Form K) and incorporated herein by referen

Credit Agreement, dated as of February 17, 201@&nsyamong Williams Partners L.P., Transcontine@&sd Pipe Line
Company, LLC, Northwest Pipeline GP, the lendersypereto and Citibank, N.A., as Administrativgext (filed on July 29,
2010 as Exhibit 10.1 to Williams Partners I's current report on Form -Q) and incorporated herein by referer
Computation of Ratio of Earnings to Combined Fix3dthrges and Preferred Stock Dividend Requirem

Code of Ethics for Senior Officers (filed on Marth, 2004 as Exhibit 14 to The Williams Companies,’s Form 10-K) and
incorporated herein by referen:

Subsidiaries of the registra
Consent of Independent Registered Public Accouriing, Ernst & Young LLP
Consent of Independent Registered Public Accouriings, Deloitte & Touche LLF

Consent of Independent Petroleum Engineers ando@istd, Netherland, Sewell & Associates, |
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23.4* — Consent of Independent Petroleum Engineers ando@istd, Miller and Lents, LTC
24* — Power of Attorney

31.1* — Certification of the Chief Executive Officer pursudo Rules 13a-14(a) and 15d-14(a) promulgate@&utice Securities
Exchange Act of 1934, as amended, and Item 601(pyf3Regulation S-K, as adopted pursuant to Se@&@® of the
Sarbane-Oxley Act of 2002

31.2* — Certification of the Chief Financial Officer pursudo Rules 13a-14(a) and 15d-14(a) promulgatee@utice Securities
Exchange Act of 1934, as amended, and Item 601(pyf3Regulation S-K, as adopted pursuant to Se@@® of the
Sarbane-Oxley Act of 2002

32** — Certification of the Chief Executive Officer ancetlhief Financial Officer pursuant to 18 U.S.C.t&er1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002

99.1* — Report of Independent Petroleum Engineers and @=tdo Netherland, Sewell & Associates, |
99.2* — Report of Independent Petroleum Engineers and @mtéo Miller and Lents, LTC

101.INS* — XBRL Instance Documer

101.SCH**— XBRL Taxonomy Extension Schern

101.CAL** — XBRL Taxonomy Extension Calculation Linkbg

101.DEF* — XBRL Taxonomy Extension Definition Linkba:

101.LAB** — XBRL Taxonomy Extension Label Linkba

101.PRE**— XBRL Taxonomy Extension Presentation Linkb.

* Filed herewitr
**  Furnished herewit



Exhibit 10.5
1/5/11

TO: <@Name@>
FROM: Alan S. Armstrong

SUBJECT: 2011Performanc-Based Restricted Stock Unit Aws

You have been selected to receive a performancedbvastricted stock unit award to be paid if thenpany exceeds the Threshold goal for
Total Shareholder Return, as established by theritiee, over the Performance Period. This awardghvis subject to adjustment under the
2011 Performance-Based Restricted Stock Unit Agezeitihe “Agreement”), is granted to you in recaigmi of your role as a key employee
whose responsibilities and performance are critwdhe attainment of long-term goals. This award similar awards are made on a selective
basis and are, therefore, to be kept confideritiad.granted and subject to the terms and contfitmf The Williams Companies, Inc. 2007
Incentive Plan, as amended and restated from tirtiene, and the Agreement.

Subject to all of the terms of the Agreement, ydlilvecome entitled to payment of the award if yaye an active employee of the Company
on [February 24] of the third year following theayén which this award is made, and performancesones are certified for the three-year
period beginning January 1 of the year in whick #hward is made to you. The termination provis@ssociated with this award are included
in the Agreement.

If you have any questions about this award, you owatact a dedicated Fidelity Stock Plan Represigstat 1-800-544-9354.




2011 PERFORMANCE-BASED RESTRICTED STOCK UNIT AGREEMENT

THIS 2011 PERFORMANCE-BASED RESTRICTED STOCK UNIT AGREEMENT (this “Agreement”), which contains the terms
and conditions for the Restricted Stock Units (“lReted Stock Units” or “RSUs”) referred to in t2@11 PerformancBased Restricted Sto
Unit Award Letter delivered in hard copy or eleciically to Participant (“2011 Award Letter”), is land betweeHE WILLIAMS
COMPANIES, INC., a Delaware corporation (the “Company”), and theuiadial identified on the last page hereof (thertigpant”).

1. Grant of RSUs Subiject to the terms and conditions of The WitkaCompanies, Inc. 2007 Incentive Plan, as ameadédestated from
time to time (the “Plan”), this Agreement, and #6641 Award Letter, the Company hereby grants tdPdmicipant an award (the “Award) of
<@Num+C @>RSUs effectivec@GrDt+C@> (the “Effective Date”). The Award, which is subjdgotadjustment under the terms of this
Agreement, gives the Participant the opportunitgdam the right to receive the number of shardek@fCommon Stock of the Company equal
to the number of RSUs shown in the prior sentehtteei Target goal, as established by the Commitsemchieved by the Company over the
Performance Period. These shares, together witlodugy shares that are payable under this Agreeraenteferred to in the Agreement as
“Shares.” Until the Participant both becomes vegtatie Shares under the terms of Paragraph 5sapaid such Shares under the terms of
Paragraph 6, the Participant shall have no righes stockholder of the Company with respect tdSthares.

2. Incorporation of Plan and Acceptance of Documieiihe Plan is hereby incorporated herein by refazeand all capitalized terms used
herein which are not defined in this Agreementldtale the meaning set forth in the Plan. The 8ipaint acknowledges that he or she has
received a copy of, or has online access to, the,Rind hereby automatically accepts the RSUs ciuiojall the terms and provisions of the
Plan and this Agreement. The Participant herelthéuragrees that he or she has received a copy bés online access to, the prospectus
hereby acknowledges his or her automatic acceptmteeceipt of such prospectus electronically.

3. Committee Decisions and Interpretations; Congmifdiscretion The Participant hereby agrees to accept as lgndonclusive and final &
actions, decisions and/or interpretations of then@ittee, its delegates, or agents, upon any questipother matters arising under the Ple
this Agreement.

4. Performance Measures; Number of Shares Payabie Participant

(a) Performance measures established by the Coeensittall be based on targeted levels of both aesahd relative Total Shareholder
Return The Committee establishes (i) “Threshold@drget” and “Stretchgoals for Total Shareholder Return (both for absolnd relativ
Total Shareholder Return) during the Performanc@o&eand (ii) the designated numbers of Sharesrtteat be received by a Participant
based upon the achievement of each such goal dinéngerformance Period, all as more fully desdribeSubparagraphs 4(b) through 4
(c) below. The number of Shares that may be reddiyethe Participant if the Target goal is reacisegjual to the number of RSUs set
forth in Paragraph 1 above.

(b) The RSUs awarded to Participant and subjettitisoAgreement as reflected in Paragraph 1 abguesents Participant’s opportunity to
earn the right to payment of an equal number of&h@Target Number of Shares”) upon (i) certifioatby the Committee that 100% of
the Target goal for Total Shareholder Return ferBerformance Period has been met and (ii) sdisfacf all the other conditions set
forth in Paragraph 5 below.

(c) Subject to the Committee’s discretion as sghfm Subparagraph 4(d) below and to satisfaabioall other conditions set forth in
Paragraph 5 below, the actual number of Sharegddnyand payable to Participant upon certificatibifotal Shareholder Return results
and satisfaction of all other conditions set fartfParagraph 5 below will be determined on a centin ranging from 0% (at the Threshold
goal) to 200% (at the Stretch goal) of the Targeter of Shares depending on the level of Totat&tder Return certified by the
Committee at the end of the Performance Period.

(d) Notwithstanding (i) any other provision of tligreement or the Plan or (ii) certification by tBemmittee that targets for Total
Shareholder Return above the Threshold goal hame &ehieved during the Performance Period, the Gtigarmay in its sole and
absolute discretion reduce, but not below zero




(0), the number of Shares payable to the Partitipased on such factors as it deems appropriatedimg but not limited to the
Company’s performance. Accordingly, any referemcthis Agreement to Shares that (i) become payéblenay be received by a
Participant or (iii) are earned by a Participand any similar reference, shall be understood tarmike number of Shares that are rece
payable or earned after any such reduction is made.

5. Vesting; Legally Binding Rights

(a) Notwithstanding any other provision of this Agment, a Participant shall not be entitled togayment of Shares under this
Agreement unless and until such Participant obtailegally binding right to such Shares and satiséipplicable vesting conditions for
such payment.

(b) Except as otherwise provided in Subparagraftis& 5(g) below and subject to the provisions obgaragraph 4(d) above, the
Participant shall vest in Shares under this Agregrogly if and at the time that both of the follogiconditions are fully satisfied:

(i) The Participant remains an active employeéhef€@ompany or any of its Affiliates on [February a8féithe third year following the
year that contains the Effective Date (the “Majubate”); and

(i) The Committee certifies that the Company ha firotal Shareholder Return targets above the Tblégoal as defined by the
Committee for the three-year performance periodrimgg January 1, 2011 (the “Performance Perio@8xtification, if any, by the
Committee for the Performance Period shall be nigde Maturity Date or as soon thereafter as isinistratively practicable.

(c) If a Participant dies, becomes Disabled (amddfbelow) or qualifies for Retirement (as defitoedow) prior to the Maturity Date whi
an active employee of the Company or any of itgliatés, at but not prior to the Maturity Date, asly to the extent and at the time that
the Committee certifies that the performance messstar the Performance Period are satisfied undep&agraph 5(b)(ii) above, upon
such certification, the Participant shall vesthiattnumber of Shares the Participant might othenlves/e received for the Performance
Period in accordance with Paragraph 4 above peal tatreflect that portion of the Performance Repdor to such Participant’s ceasing
being an active employee of the Company and it8idt#s. The pro rata number of Shares in whichRheicipant may become vested in
such case shall equal that number determined biiptyihg (i) the number of Shares the Participamgim otherwise have received for the
Performance Period in accordance with Paragrafiodeatimedii) a fraction, the numerator of which is the nuenbf full and partial
months in the period that begins the month follaytine month that contains the Effective Date ardsem (and includes) the date of the
Participant ceases being an active employee dEtdmepany and its Affiliates, and the denominatowhbfch is the total number of full and
partial months in the period that begins the mdolllowing the month that contains the Effective ®and ends on (and includes) the
Maturity Date.

(d) As used in this Agreement, the terms “DisaBilegljalify for Retirement”, “Separation from Ser@tand “Affiliate” shall have the
following respective meanings:

(i) A Participant shall be considered Disabledu€ls Participant (A) is unable to engage in any &utigl gainful activity by reason of
any medically determinable physical or mental impaint which can be expected to result in deatraorbe expected to last for a
continuous period of not less than twelve (12) rhenor (B) is, by reason of any medically deterriaghysical or mental impairment
which can be expected to result in death or caexpected to last for a continuous period of nat tan twelve (12) months, receiving
income replacement benefits for a period of nat than three (3) months under an accident andthplalb covering employees of the
Participants employer. Notwithstanding the forgoing, all detarations of whether a Participant is Disabled ldb@lmade in accordan
with Section 409A of the Internal Revenue Code286, as amended (the “Code”), and guidance thesxund




(i) A Participant “qualifies for Retirementinly if such Participant experiences a SeparatiomfService (as defined in (iii) below) af
attaining age fifty-five (55) and completing atdethree (3) years of service with the Companyngreaf its Affiliates.

(iii) “Separation from Service” means a Participaiérmination or deemed termination from employimeith the Company and its
Affiliates (as defined in (iv) below). For purposefsdetermining whether a Separation from Serviae dccurred, the employment
relationship is treated as continuing intact wifile Participant is on military leave, sick leaveotiter bona fide leave of absence if the
period of such leave does not exceed six (6) monthi§ longer, so long as the Participant retanght to reemployment with his or t
employer under an applicable statute or by contfamt this purpose, a leave of absence constitubEma fide leave of absence only if
there is a reasonable expectation that the Paatitiwill return to perform services for his or @nployer. If the period of leave exceeds
six (6) months and the Participant does not redaight to reemployment under an applicable staiutgy contract, the employment
relationship will be deemed to terminate on thstfitate immediately following such six (6) monthipd. Notwithstanding the
foregoing, if a leave of absence is due to any oalyi determinable physical or mental impairmemitttan be expected to result in
death or can be expected to last for a continuetisgh of not less than six (6) months, and suchainmpent causes the Participant to be
unable to perform the duties of the Participantisifion of employment or any substantially simpasition of employment, a twenty-
nine (29) month period of absence shall be sulbstitior such six (6) month period. For purposethisf Agreement, a Separation from
Service occurs at the date as of which the fadscaoumstances indicate either that, after sut¢b: da) the Participant and the
Company reasonably anticipate the Participantpetform no further services for the Company and/ffgiates (whether as an
employee or an independent contractor or (B) tiatevel of bona fide services the Participant péliform for the Company and its
Affiliates (whether as an employee or independentractor) will permanently decrease to no mora tiwgenty (20%) of the average
level of bona fide services performed over the imiaely preceding thirty-six (36) month period ibithe Participant has been
providing services to the Company and its Affilafer less than thirty-six (36) months, the fultipd over which the Participant has
rendered services, whether as an employee or indepecontractor. The determination of whether gagation from Service has
occurred shall be governed by the provisions oa3uey Regulation § 1.409A-1, as amended, takirggaotount the objective facts and
circumstances with respect to the level of bona fidrvices performed by the Participant after tatedate.

(iv) As used in this Agreement, “Affiliate” meanB persons with whom the Company would be considersingle employer under
Section 414(b) of the Code, and all persons witbrwisuch person would be considered a single employder Section 414(c) of the
Code.

(e) If a Participant experiences a Separation f&arvice prior to the Maturity Date within two yedoowing a Change in Controleither
voluntarily for Good Reason or involuntarily (othtean due to Cause), the Participant shall vedtahnumber Shares equal to the number
of Shares that might otherwise be received by tiéidipant upon achievement of the Target goal.

(f) If the Participant experiences an involuntagp8ration from Service prior to the Maturity Datelahe Participant either receives
benefits under a severance pay plan or programtaiaéd by the Company or receives benefits undeparation agreement with the
Company, at but not prior to the Maturity Date amdly to the extent the Committee certifies thatplbeformance measures for the
Performance Period are satisfied under Subparadi@m(ii) above, the Participant shall, on the daftsuch certification, become vested in
that number of Shares the Participant might otteawiave received for the Performance Period inrdacce with Paragraph 4 above pro
rated to reflect that portion of the Performancedeeprior to the Participant’s ceasing being ativecemployee of the Company and its
Affiliates. The pro rata number of Shares which rhaypayable to Participant on but not prior toMwturity Date in such case shall equal
that number determined by multiplying (i) the numb&Shares the Participant might otherwise haceived for the Performance Perioc
accordance with Paragraph 4 above tiffigs fraction, the numerator of which is the nuanbf full and partial months in the period that
begins the month following the month that incluttes Effective Date and ends on (and includes) the




date the Participant ceases being an active emplofyhe Company and its Affiliates, and the den@tor of which is the number of full
and partial months in the period that begins thatimfollowing the month that contains the Effectdate and ends on (and includes) the
Maturity Date.

(9) If (i) the Participant experiences an involugit&eparation from Service prior to the Maturityt®due to a sale of a business or the
outsourcing of any portion of a business, andffi®) Company or any of its Affiliates fails to made offer of comparable employment, as
defined a severance plan or program maintainetidfompany, to the Participant, then at the tintetarthe extent the Committee
certifies that the performance measures for théoReance Period are satisfied under Subparagrapfiib@bove, upon such certification,
the Participant shall become vested in that nurab8&hares the Participant might otherwise haveivedeor the Performance Period in
accordance with Paragraph 4 above pro rated tectdfiat portion of the Performance Period priath® Participant’s ceasing being an
active employee of the Company and its AffiliatEse pro rata number of Shares in which the Pa#idipnay become vested on, but not
prior to, the Maturity Date in such case shall édoat number of Shares determined by multiplyinghle number of Shares the Particip
might otherwise have received for the Performarer@B in accordance with Paragraph 4 above tifilea fraction, the numerator of
which is the number of full and partial monthstie fperiod that begins the month following the mah#t contains the Effective Date and
ends on (and includes) the date the Participarstesslaeing an active employee of the Company affitates, and the denominator of
which is the total number of full and partial mamih the period that begins the month following thenth that contains the Effective Date
and ends on (and includes) the Maturity Date.

For purposes of this Subparagraph 5(g), a Ternoinatf Affiliation shall constitute an involuntaryefaration from Service.

. Payment of Shares

(@) (i) The payment date for all Shares in which HiBi@ant becomes vested pursuant to Subparagr@)tabove shall be the thirtieth (30
th) day after such Participant’s Separation from Berprovidedthat if the Participant was a “key employee” witklie meaning of
Section 409A(a)(B)(i) of the Code immediately priothis or her Separation from Service, paymentl slod be made sooner than six
(6) months following the date of such Separati@mfiService

(i) For purposes of this Subparagraph 6(a), “keykyee” means an employee designated on an ahasil by the Company as of
December 31 (the “Key Employee Designation Date"aa employee meeting the requirements of Secti6idof Code utilizing the
definition of compensation under Treasury Reguta§dlL.415(c)-2(d)(2). A Participant designated &isegy employee” shall be a “key
employee” for the entire twelve (12) month peri@dimning on April 1 following the Key Employee Dgsation Date.

(b) The payment date for all Shares in which thei€pant becomes vested pursuant to Paragraplogeabther than Subparagraph 5(e)
(as to which the payment date is determined inraeswe with Subparagraph 6(a) above), shall bealendar year containing the Matu
Date.

(c) Upon conversion of RSUs into Shares underAlgieement, such RSUs shall be cancelled. Sharebé¢lbame payable under this
Agreement will be paid by the Company by the deine the Participant, or the Participant’s benafig or legal representative, one or
more certificates (or other indicia of ownershippresenting Shares of Williams Common Stock equalimber to the number of Shares
otherwise payable under this Agreement less thebeuof Shares having a Fair Market Value, as ofitite the withholding tax obligation
arises, equal to the minimum statutory withholdiaguirements. Notwithstanding the foregoing, togRient permitted by Section 409A
the Code and the guidance thereunder, if federpl@ment taxes become due upon the Participanterbeng entitled to payment of
Shares, the number of Shares necessary to covenammstatutory withholding requirements may, in @@mpany’s discretion, be used to
satisfy such requirements upon such entitlement.




7. Other Provisions

(a) The Participant understands and agrees thatgratg under this Agreement shall not be used fdn the determination of, any other
payment or benefit under any continuing agreengdan, policy, practice or arrangement providingtfoe making of any payment or the
provision of any benefits to or for the Participanthe Participant’s beneficiaries or represewmsti including, without limitation, any
employment agreement, any change of control segerarotection plan or any employee benefit pladedted in Section 3(3) of ERISA,
including, but not limited to qualified and non-djfiad retirement plans.

(b) The Participant agrees and understands thajectuto the limit expressed in clause (iii) of flblowing sentence, stock certificates (or
other indicia of ownership) issued may be heldaiteral for monies he/she owes to Company ordrits Affiliates, including but not
limited to personal loan(s), Company credit carbtdeslocation repayment obligations or benefitsrfrany plan that provides for pre-paid
educational assistance. In addition, the Companyamneelerate the time or schedule of a paymenested Shares, and/or deduct from
payment of Shares to the Participant under this&grent, or to his or her beneficiaries in the cdidbe Participans death, that number
Shares having a Fair Market Value at the date df sieduction to the amount of such debt as satisfaof any such debprovidedthat

(i) such debt is incurred in the ordinary cours¢haf employment relationship between the Comparangrof its Affiliates and the
Participant, (ii) the aggregate amount of any saedht-related collateral held or deduction madenyntaxable year of the Company with
respect to the Participant does not exceed $5a0@D(iii) the deduction of Shares is made at tmeeséime and in the same amount as the
debt otherwise would have been due and collected the Participant.

(c) Except as provided in Subparagraphs 5(c) thrdi(g) above, in the event that the Participantipleyment with the Company or any
of its Affiliates terminates prior to the Maturiate, RSUs subject to this Agreement and any tm&hares issuable hereunder shall be
forfeited.

(d) The Participant acknowledges that this Award similar awards are made on a selective basissndherefore, to be kept
confidential.

(e) RSUs, Shares, and Participant’s interest in R&tdl Shares, may not be sold, assigned, trandf@iegiged or otherwise disposed of or
encumbered at any time prior to both (i) the Pgxéict's becoming vested in Shares and (ii) paymésthares under this Agreement.

(f) If the Participant at any time forfeits anyall of the RSUs pursuant to this Agreement, theiétpant agrees that all of the Participant’s
rights to and interest in such RSUs and in Shassable thereunder shall terminate upon forfeittiieout payment of consideration.

(9) The Committee shall determine whether an eliastoccurred resulting in the forfeiture of the R2lod any Shares issuable thereunder
in accordance with this Agreement, and all deteatigms of the Committee shall be final and conefeisi

(h) With respect to the right to receive paymengbéres under this Agreement, nothing containeglitnshall give the Participant any
rights that are greater than those of a generditoreof the Company.

() The obligations of the Company under this Agneat are unfunded and unsecured. Each Participafitte&ve the status of a general
creditor of the Company with respect to amounts dwny, under this Agreement.

()) The parties to this Agreement intend that thigeement meet the requirements of Section 409 ®fCode and recognize that it may
necessary to modify this Agreement and/or the Rlaeflect guidance under Section 409A of the Gedeed by the Internal Revenue
Service. Participant agrees that the Committed bhak sole discretion in determining (i) whethey auch modification is desirable or
appropriate and (ii) the terms of any such modifica

(k) The Participant hereby automatically becompardy to this Agreement whether or not he or she




accepts the Award electronically or in writing iccardance with procedures of the Committee, itegigks or agents.

() Nothing in this Agreement or the Plan shalkiriere with or limit in any way the right of the @pany or an Affiliate to terminate the
Participant’s employment or service at any time,canfer upon the Participant the right to contiimuéhe employ of the Company and/or
Affiliate.

(m) The Participant hereby acknowledges that ngthirthis Agreement shall be construed as requitiegCommittee to allow a Domestic
Relations Order with respect to this Award.

8. Natices. All notices to the Company required hereundell &lgain writing and delivered by hand or by maitidressed to The Williams
Companies, Inc., One Williams Center, Tulsa, Oklah@’4172, Attention: Stock Administration Departméiotices shall become effective
upon their receipt by the Company if deliveredhia toregoing manner. To direct the sale of any &hesued under this Agreement, contact
Fidelity at http://netbenefits.fidelity.com or bgi¢phone at 800-544-9354.

9. Tax Consultation You understand you will incur tax consequences gsult of acquisition or disposition of the S¥waryou agree to
consult with any tax consultants you think advisahlconnection with the acquisition of the Shared acknowledge that you are not relying,
and will not rely, on the Company for any tax advic

THE WILLIAMS COMPANIES, INC.

By: /s/ Alan S. Armstrong
Alan S. Armstrong
President and CE(

Participant<@Name
SSN:<@SSN @>



Exhibit 10.6
1/5/11
TO: <@Name@>
FROM:Alan S. Armstrong
SUBJECT: 2011 Restricted Stock Unit Award

You have been granted a restricted stock unit awidri$ award, which is subject to adjustment urider2011 Restricted Stock Unit
Agreement (the “Agreement”), is granted to youdnagnition of your role as a non-management dirdotoThe Williams Companies, Inc. It

is granted and subject to the terms and conditbihe Williams Companies, Inc. 2007 Incentive Plasiamended and restated from time to
time, and the Agreement.

Subject to all of the terms of the Agreement, ydllivecome entitled to payment of this award thyears after the date on which this awai
made.

If you have any questions about this award, you owatact a dedicated Fidelity Stock Plan Represigptat 1-800-544-9354.




2011 RESTRICTED STOCK UNIT AGREEMENT

THIS RESTRICTED STOCK UNIT AGREEMENT (this “Agreement”), which contains the terms andditions for the Restricted
Stock Units (“Restricted Stock Units” or “RSUs"¥eered to in the 2011 Restricted Stock Unit Awastter delivered in hard copy or
electronically to Participant (2011 Award Letterf$ by and betweefHE WILLIAMS COMPANIES, INC., a Delaware corporation (the
“Company”) and the individual identified on thetigmge hereof (the “Participant”).

1. Grant of RSUs Subiject to the terms and conditions of The WitkaCompanies, Inc. 2007 Incentive Plan, as ameadédestated from
time to time (the “Plan”), this Agreement and tifgd 2 Award Letter, the Company hereby grants an é\the “Award”) to the Participant of
<@Num+C @>RSUs effectivec@GrDt+C@> (the “Effective Date”). The Award gives the Pamiant the right to receive the number of
shares of the Common Stock of the Company equaktaumber of RSUs shown in the prior sentencgestito adjustment under the terms
of this Agreement. These shares are referredtttisnrAgreement as the “Shares.” Until the Partiotpaceives payment of the Shares under
the terms of Paragraph 4, the Participant shak mavrights as a stockholder of the Company wispeet to the Shares.

2. Incorporation of Plan and Acceptance of Documieiihe Plan is hereby incorporated herein by refazeand all capitalized terms used
herein which are not defined in this Agreementldiale the respective meanings set forth in tha.Plae Participant acknowledges that he
or she has received a copy of, or has online acoefise Plan and hereby automatically accept®thigs subject to all the terms and
provisions of the Plan and this Agreement. Thei€lpéant hereby further agrees that he or she hasvwed a copy of, or has online access to,
the prospectus and hereby acknowledges his ornutematic acceptance and receipt of such prospe&tatronically.

3. Board Decisions and InterpretatiornEhe Participant hereby agrees to accept as lgndonclusive and final all actions, decisions and/
interpretations of the Board, its delegates, ontgjaipon any questions or other matters arisimiguthe Plan or this Agreement.

4. Payment of Shares

(a) Except as otherwise provided in Subparagraphbilow, the Participant shall receive paymerdlbShares on the date that is three
years after the Effective Date (not including tH&Etive Date) (the “Maturity Date”). For exampiéthe Effective Date of the Participast’
award under this Agreement is May ___, 2011, théukity Date will be May ___, 2014.

(b) If the Participant dies prior to the Maturityaf® while serving as a Non-Management Directohef@ompany or his or her service as a
Non-Management Director of the Company terminadesfy other reason prior to the Maturity Date anch termination constitutes a
“separation from service” as defined under Treafegulation § 1.409A-1, as amended, the Participhall receive payment of all Shares
at the time of such death or separation from senlicthis regard, if at the time a Non-Manageni@inéctor’'s service as a Non-
Management Director terminates, such Non-ManageDgattor is also providing services to the Compangn Affiliate (as defined
below) as an independent contractor, no separ&tom service by such Non-Management Director shedur and no Shares shall be
payable to such Non-Management Director until thiee @n which such Non-Management Director has ar@épn from Service as an
Independent Contractor (as defined below) fromGbenpany and its Affiliates.

(c) All Shares that are paid pursuant to the Fpetiitt’s death or separation from service Subpapgddb) above shall be paid to the
Participant upon occurrence of the event giving tsthe right to payment or, in the case of Pigditt’s death, to the beneficiary of the
Participant under the Plan or, if no beneficiarg baen designated, to the Participant’s egpatjded that except as otherwise required
under Federal securities laws or other applicable &ll Shares that are paid pursuant to Subpgshgtéo) above shall be paid not more
than 90 days following the occurrence of the evihg rise to the right to payment.

(d) Shares that become payable under this Agreewittite paid by the Company by the delivery to
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the Participant, or, in the case of the Particijsasitath, to the Participant’s beneficiary or legadresentative, of one or more certificates
(or other indicia of ownership) representing shafad/illiams Common Stock equal in number to thenber of Shares otherwise payable
under this Agreement.

(e) Upon conversion of RSUs into Shares underAigement, such RSUs shall be cancelled.
. Definitions. As used in this Agreement, the following termalshave the definitions set forth below.

(a) “Affiliate” means all persons with whom the Cpamy would be considered a single employer undeti®@e414(b) of the Code, and all
persons with whom such person would be considesiaigle employer under Section 414(c) of the Code.

(b) “Separation from Service as an Independent @otdr” will occur upon the expiration of the caatt (or in the case of more than one
contract, all contracts) under which services @réopmed by a Non-Management Director for the Comypar an Affiliate, but only if the
expiration constitutes a good-faith and completeteation of the contractual relationship. An egpion of a contract shall not constitute a
good faith and complete termination of the contrattelationship if the Company or an Affiliate miptates either a renewal of a
contractual relationship or the Non-Management &inés becoming an employee. The determination of whett&eparation from Servi
as an Independent Contractor has occurred shgtherned by the provisions of Treasury Regulatidnd®9A-1, as amended.

. Other Provisions

(a) The Participant understands and agrees thatgratg under this Agreement shall not be used fan the determination of, any other
payment or benefit under any continuing agreengdan, policy, practice or arrangement providingtfoe making of any payment or the
provision of any benefits to or for the Participanthe Participant’s beneficiaries or represewmsti including, without limitation, any
employment agreement, any change of control segerarotection plan or any employee benefit pladedted in Section 3(3) of ERISA,
including, but not limited to qualified and non-djtiad retirement plans.

(b) The Participant agrees and understands thaty pgyment of Shares under this Agreement, stodKicates (or other indicia of
ownership) issued may be held as collateral foriesohe/she owes to Company or any of its Affiliatasluding but not limited to persot
loan(s) or Company credit card debt.

(c) RSUs, Shares and the Participant’s intereRSk)s and Shares may not be sold, assigned, treatsfetedged or otherwise disposed of
or encumbered at any time prior to the Particisab&coming entitled to payment of Shares underAgisement.

(d) With respect to the right to receive paymenthef Shares under this Agreement, nothing contdieeein shall give the Participant any
rights that are greater than those of a generditoreof the Company.

(e) The obligations of the Company under this Agrest are unfunded and unsecured. Each Participalitteve the status of a general
creditor of the Company with respect to amounts duwny, under this Agreement.

(f) The parties to this Agreement intend that thigeement meet the applicable requirements of @ed09A of the Code and recognize
that it may be necessary to modify this Agreemeniar the Plan to reflect guidance under Sectidh®éf the Code issued by the Internal
Revenue Service. Participant agrees that the Bsjaatll have sole discretion in determining (i) wieethny such modification is desirable
appropriate and (i) the terms of any such modiiora

(9) The Participant hereby automatically becompardy to this Agreement whether or not he or sloepis the Award electronically or in
writing in accordance with procedures of the Bo#@sldelegates or agents.
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(h) Nothing in this Agreement or the Plan shallfeorupon the Participant the right to continuedove as a director of the Company.

(i) The Participant hereby acknowledges that nalinthis Agreement shall be construed as requitiegBoard or Committee to allow a
Domestic Relations Order with respect to this Award

7. Notices. All notices to the Company required hereundell &lgain writing and delivered by hand or by maitidressed to The Williams
Companies, Inc., One Williams Center, Tulsa, Okilah@4172, Attention: Stock Administration Departméiotices shall become effective
upon their receipt by the Company if deliveredha foregoing manner. To direct the sale of any &hasued under this Agreement, the
Participant must contact Fidelity at http://nettféadidelity.com or by telephone at 800-544-9354.

8. Tax Consultation You understand you will incur tax consequences @sult of acquisition or disposition of the S¥saryou agree to
consult with any tax consultants you think advisahlconnection with the acquisition of the Shared acknowledge that you are not relying,
and will not rely, on the Company for any tax aavic

THE WILLIAMS COMPANIES, INC.

By: /s/ Alan S. Armstrong
Alan S. Armstrong
President and CE(

Participant<@Name@>
SSN:<@SSN@>



Exhibit 10.7
1/5/11
TO: <@Name@>
FROM: Alan S. Armstrong
SUBJECT: Stock Option Award

You have been selected to receive a stock optiantgertain terms of which are set forth in thaated Nonqualified Stock Option
Agreement. Your stock option award is subject te¢hyear graded vesting. You may view the vestaingdule for this award on-line.

This stock option award is granted to you in redtigm of your role as a key employee whose resgmlitgés and performance are critical to
the attainment of long-term goals. This award dndlar awards are made on a selective basis andhaneefore, to be kept confidential. It is
granted and subject to the terms and conditiohefWilliams Companies, Inc. 2007 Incentive Planamended from time to time, and the
Nongqualified Stock Option Agreeme!

If you have any questions about this award, you owatact a dedicated Fidelity Stock Plan Represigptat 1-800-544-9354.
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Name:<@Name@>
SSN:<@SSN@>

THE WILLIAMS COMPANIES, INC.
2007 INCENTIVE PLAN
NONQUALIFIED STOCK OPTION AGREEMENT

This Nonqualified Stock Option Agreement (“Optiogréement”) contains the terms of the Option (agddfbelow) granted to you in this
Option Agreement. Certain other terms of the Optimndefined in the Plan (as defined below).

1. _Stock OptionsSubject to the terms of The Williams Companies, 2897 Incentive Plan or any successor plan, inctueny
supplements or amendments and restatements e itRtan”), you have been granted the right (“Optjdo purchase from the Company <
@Num+C @> shares of the Company’s Common Stock, par valuee$ share (the “Shares”) effective®@GrDt+C@ >. (the “Effective
Date”). Your Option is exercisable in whole or iarpat the exercise price of@P+C @> (the “Option Price”), the closing stock price on
@GrDt+C@ >, and has an expiration date o@ExDt @ >. The Option will vest in one-third increments leaear for three years on the
anniversary date of the Effective Date beginnirgytbar following the Effective Date and is exerblsaat such times and during such periods
as are set forth in this Option Agreement and tha.P

2. Incorporation of Plan and Acceptance ofnents The Plan applies as though it were included i @ption Agreement. Any
capitalized word has a special meaning, which @fobnd either in the Plan or in this Option Agresm You agree to accept as binding,
conclusive and final all decisions and interpretadi of the Committee upon any questions arisingutite Plan or this Option Agreement.
You acknowledge that you have received a copyrdiigme online access to, the Plan and hereby atitatha accept the Option subject to all
the terms and provisions of the Plan and this @ptigreement. You further acknowledge and agreeythathave received a copy of, or that
you have online access to, the prospectus and @b acknowledge your automatic acceptance amdpteaf such prospectt
electronically.

3. _Exercise Except as otherwise provided in this Option Agreat, you may exercise vested Options, in whoie part, by delivering a
notice of exercise to the Plan’s designated bralteywing the number of Shares for which the Opiidoeing exercised, and providing
payment in full for the Option Price. To give netiof exercise of an Option and receive instructimmpayment of the Option Price, contact
Fidelity at http://netbenefits.fidelity.com or bgi¢phone at 800-544-9354. If you have not signetdativered this Option Agreement prior to
submitting a notification of such election, subrigasof your notification of election shall constituyour agreement with the terms and
conditions of this Option Agreement. Notwithstargdthe preceding sentence, the Company reservegttido require your signature to this
Option Agreement prior to accepting a notificatafrelection to exercise this Option in whole opart.

4. PaymentYou must pay the Option Price in full by any aenore of the following methods, subject to appitaf the Committee in
its sole discretion, (i) subject to applicable lamvcash through the sale of the Shares acquirexkercise of the Option through a broker-
dealer to whom you have submitted an irrevocabteEaof exercise and irrevocable instructions tlivee promptly to the Company the
amount of sale or loan proceeds sufficient to f@yQ@ption Price; (ii) in cash, by personal checkive transfer; (iii) in Shares valued at their
Fair Market Value on the date of exercise; (iv)hitlding of Shares otherwise deliverable upon égerzalued at their
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Fair Market Value on the date of exercise; or (vany combination of the above methods. Certifeéde any Shares used to pay the Option
Price must be attested to in writing to the Compamngelivered to the Company in negotiable formydundorsed in blank or with separate
stock powers attached, and must be free and dedrleens, encumbrances, claims and any otherggsathereon of any kind.

5. Tax Withholding Whenever any Options are exercised under thestefrthis Option Agreement, the Company will nolivis your
Shares unless you remit or, in appropriate caggeedo remit when due the minimum amount necegeasgtisfy all of the Company’s
federal, state and local withholding tax requiretaaglating to your Option or the Shares. The Cottemimay require you to satisfy these
minimum withholding tax obligations by any (or angeination) of the following means as determinedh®yCommittee in its sole discretion:
(i) a cash payment; (ii) withholding from compernsatotherwise payable to you; (iii) authorizing tBempany to withhold from the Shares
otherwise deliverable to you as a result of the@sge of an Option, a number of Shares having aMarket Value, as of the date the
withholding tax obligation arises, less than ora&da the amount of the withholding obligation;(t) delivering to the Company
unencumbered Mature Shares having a Fair Markete/als of the date the withholding tax obligatidses, less than or equal to the amount
of the withholding obligation.

6. Rights in the Event of Termination of Seev

(a) Rights in the Event of Termination of Servidéyour service with the Company and its Affikatis terminated for any reason other than
death, retirement, Disability or for Cause as defibelow, the Option, to the extent vested on #te df your termination, will remain
exercisable for six months from the date of sucimitgation (but may not be exercised later thanldeday of the original Option Term).

(b) Rights in the Event of Deathf you die while in the service of the Companylats Affiliates, your Option will immediately vesind the
Option shall remain exercisable for a period oéfirears from the date of your death (but may naxeecised later than the last day of the
original Option Term) by the person who becomegledtto exercise your Option after your death (thlee by will or by the laws of descent
and distribution, or by means of a written benefigidesignation you filed with the Stock Adminisitba Department before your death).

(c) Rights in the Event of Retirement or Disability your service with the Company and its Affiketis terminated for retirement (as defined
below) or Disability (as defined below), your Optiwill immediately vest and the Option shall remeakercisable for five years from the date
of your termination (but may not be exercised l#tan the last day of the original Option Term)eTarm “Disability” is defined in the
Company’s long-term disability plan in which yourfiéipate or are eligible to participate, as detiewd by the Committee. Your service will
“terminate for retirement” if your employment fdre Company and its Affiliates is terminated afteuyave attained age fifty-five (55) and
completed at least three (3) years of service thighCompany or any of its Affiliates.

(d) Rights in the Event of Termination for Caus&your service for the Company or an Affiliagrminates for Cause (as defined under the
Plan and set forth below), any Option exercisabl®iobefore such termination shall remain exerdesédr a period of 30 days from the date
of such termination (but may not be exercised Idtan the last day of the original Option Term).d&she date of this Agreement, the Plan
defines “Cause” as (i) your willful failure to subastially perform




your duties, other than any such failure resulfiogn a Disability; or (ii) your gross negligencewillful misconduct which results in
significantly adverse effect upon the Company oA#iliate; or (i) your willful violation or disregard of the Company’s or an Affiliate’s
code of business conduct or other published pafdiie Company or an Affiliate; or (iv) your contimn of a crime involving an act of fraud,
embezzlement, theft, or any other act constitusiiglony involving moral turpitude or causing maéeharm, financial or otherwise, to the
Company or an Affiliate. The Company may changediénition of Cause under the Plan at any time.

7. Natices All notices to the Company or to the Committeestrhe in writing and delivered by hand or by madldressed to The
Williams Companies, Inc., One Williams Center, RJll®klahoma 74172, Attention: Stock Administratidepartment. Notices become
effective upon their receipt by the Company if deted as described in this section. To give naifoexercise of an Option and receive
instructions on payment of the Option Price, conadelity at http://netbenefits.fidelity.com or lglephone at 800-544-9354.

8. Securities Law Complianc&he Company may, without liability for its goaaith actions, place legend restrictions upon Shares
obtained by exercising this Option and issue “stapsfer” instructions requiring compliance withpéipable securities laws and the terms of
this Option.

9. No Right to Employment or Serviclothing in the Option Agreement or the Plan sha#rfere with or limit in any way the right of
the Company or an Affiliate to terminate your enyph@nt or service at any time, nor confer upon ymuright to continue in the employ of
the Company and/or Affiliate.

10. Domestic Relations Ordergou hereby acknowledge that nothing in this Agreat shall be construed as requiring the Committee
allow a Domestic Relations Order with respect is @ption grant.

11. Tax ConsultationYou understand you will incur tax consequences @sult of purchase or disposition of the Shares. agree to
consult with any tax consultants you think advisahlconnection with the purchase of the Sharesaakdowledge that you are not relying,
and will not rely, on the Company for any tax advic

THE WILLIAMS COMPANIES, INC.

By /s/ Alan S. Armstrong
Alan S. Armstrong
President and CEO




Exhibit 10.8

1/5/11
TO: <@Name@>

FROM:Alan S. Armstrong

SUBJECT: 2011 Restricted Stock Unit Awa

You have been selected to receive a restrictedt stoit award. This award, which is subject to atithient under the 2011 Restricted Stock
Unit Agreement (the “Agreement”s granted to you in recognition of your role deegt employee whose responsibilities and performamne
critical to the attainment of long-term goals. Thigard and similar awards are made on a selectisis bnd are, therefore, to be kept
confidential. It is granted and subject to the teand conditions of The Williams Companies, Ind2Mhcentive Plan, as amended and
restated from time to time, and the Agreement.

Subject to all of the terms of the Agreement, ydlilvecome entitled to payment of this award if yeme an active employee of the Company
three years after the date on which this awardadenm

If you have any questions about this award, you owatact a dedicated Fidelity Stock Plan Represigptat 1-800-544-9354.




2011 RESTRICTED STOCK UNIT AGREEMENT

THIS RESTRICTED STOCK UNIT AGREEMENT (this “Agreement”), which contains the terms andditions for the Restricted
Stock Units (“Restricted Stock Units” or “RSUs"¥eered to in the 2011 Restricted Stock Unit Awastter delivered in hard copy or
electronically to Participant (2011 Award Letterf$ by and betweefHE WILLIAMS COMPANIES, INC., a Delaware corporation (the
“Company”) and the individual identified on thetigmge hereof (the “Participant”).

1. Grant of RSUs Subject to the terms and conditions of The WitllaCompanies, Inc. 2007 Incentive Plan, as ameadédestated from
time to time (the “Plan”), this Agreement and tlfgd 2Award Letter, the Company hereby grants an afthed“Award”) to the Participant of

< @Num+C @> RSUs effective @GrDt+C@ > (the “Effective Date”). The Award gives the Paipiant the opportunity to earn the right to
receive the number of shares of the Common Stotheo€ompany equal to the number of RSUs showheptior sentence, subject to
adjustment under the terms of this Agreement. Thhaees are referred to in this Agreement as thar&s.” Until the Participant both
becomes vested in the Shares under the terms af@ph 4 and is paid such Shares under the terRarafjraph 5, the Participant shall have
no rights as a stockholder of the Company witheesfo the Shares.

2. Incorporation of Plan and Acceptance of Docuiefihe Plan is hereby incorporated herein by refezeand all capitalized terms used
herein which are not defined in this Agreementldiale the respective meanings set forth in tha.Plhe Participant acknowledges that he
or she has received a copy of, or has online a¢ogfise Plan and hereby automatically accept®igs subject to all the terms and
provisions of the Plan and this Agreement. Thei€lpéant hereby further agrees that he or she hasvwed a copy of, or has online access to,
the prospectus and hereby acknowledges his orutematic acceptance and receipt of such prospeétatronically.

3. Committee Decisions and Interpretatiod$ie Participant hereby agrees to accept as ljndonclusive and final all actions, decisions
and/or interpretations of the Committee, its deflegjaor agents, upon any questions or other mattisisag under the Plan or this Agreement.

4. Vesting; Legally Binding Rights

(a) Notwithstanding any other provision of this Agment, a Participant shall not be entitled toayment of Shares under this
Agreement unless and until such Participant obtailegally binding right to such Shares and satiséipplicable vesting conditions for
such payment.

(b) Except as otherwise provided in Subparagraftis4 4(h) below, the Participant shall vest inSitlares on the date that is three years
after the Effective Date (not including the EffeetiDate) (the “Maturity Date”), but only if the Riaipant remains an active employee of
the Company or any of its Affiliates through thetitity Date. For example, if the Effective DateRdrticipant’s award under this
Agreement is , 2011, the Maturity Date &l , 2014.

(c) If a Participant dies prior to the Maturity Bathile an active employee of the Company or anysoiffiliates, the Participant shall ve
in all Shares at the time of such death.

(d) If a Participant becomes Disabled (as definglds) prior to the Maturity Date while an active gloyee of the Company or any of its
Affiliates, the Participant shall vest all Shar¢she time the Participant becomes Disabled. Fopgaes of this Subparagraph 4(d), the
Participant shall be considered Disabled if heher @) is unable to engage in any substantial gaeudtivity by reason of any medically
determinable physical or mental impairment which ba expected to result in death or can be expégstiedt for a continuous period of
not less than twelve (12) months, or (B) is, bysmeaof any medically determinable physical or meintpairment which can be expected
to result in death or can be expected to last fwrdinuous period of not less than twelve (12) thenreceiving income replacement
benefits for a period of not less than three (3pthse under an accident and health plan coverindammaes of the Participant’s employer.
Notwithstanding the forgoing, all determinationsadfether a Participant is Disabled shall be madecaordance with Section 409A of the
Internal Revenue Code of 1986, as




amended (the “Code”) and the guidance thereunder.

(e) If the Participant qualifies for Retirement ¢Befined in (i) below) with the Company or any ©f Affiliates prior to the Maturity Date
due to such Retirement, at the time of such Pp#itis ceasing being an active employee the Paatitishall vest in a pro rata number of
the Shares as determined in accordance with thipéagraph 4(e). The pro rata number referred dweabhall be determined by
multiplying the number of Shares subject to the Aduay a fraction, the numerator of which is the i@mof full and partial months in the
period that begins the month following the montat ttontains the Effective Date and ends on (anddes) the date of the Participant’s
ceasing being an active employee of the Companytariffiliates, and the denominator of which igttotal number of full and partial
months in the period that begins the month follaytine month that contains the Effective Date ardsem (and includes) the Maturity
Date.

(i) For purposes of this Subparagraph 4(e), a épatint “qualifies for Retirement” only if such Piaipant experiences a Separation from
Service (as defined in (ii) below) after attainigge fifty-five (55) and completing at least thr8 years of service with the Company or
any of its Affiliates.

(i) As used in this Agreement, “Separation froom&@” means a Participant’s termination or deenggthination from employment
with the Company and its Affiliates. For purposésletermining whether a Separation from Servicedwsirred, the employment
relationship is treated as continuing intact witile Participant is on military leave, sick leaveotiter bona fide leave of absence if the
period of such leave does not exceed six (6) moothi§ longer, so long as the Participant retainmght to reemployment with his or t
employer under an applicable statute or by contfamtthis purpose, a leave of absence constitubema fide leave of absence only if
there is a reasonable expectation that the Patitipill return to perform services for his or leenployer. If the period of leave exceeds
six (6) months and the Participant does not redaight to reemployment under an applicable staiutgy contract, the employment
relationship will be deemed to terminate on thstfitate immediately following such six (6) monthipd. Notwithstanding the
foregoing, if a leave of absence is due to any oalyi determinable physical or mental impairmemitttan be expected to result in
death or can be expected to last for a continuetisgh of not less than six (6) months, and suchainmpent causes the Participant to be
unable to perform the duties of the Participangsifion of employment or any substantially simjasition of employment, a twenty-
nine (29) month period of absence shall be sulbstitior such six (6) month period. For purposethisf Agreement, a Separation from
Service occurs at the date as of which the fadscaoumstances indicate either that, after su¢b:da) the Participant and the
Company reasonably anticipate the Participantpeétform no further services for the Company and/ffgiates (whether as an
employee or an independent contractor or (B) tetdavel of bona fide services the Participant péliform for the Company and its
Affiliates (whether as an employee or independentractor) will permanently decrease to no morea tineenty (20%) of the average
level of bona fide services performed over the imiately preceding thirty-six (36) month period ibthe Participant has been
providing services to the Company and its Affilafer less than thirty-six (36) months, the fultipd over which the Participant has
rendered services, whether as an employee or indepécontractor. The determination of whether pa&stion from Service has
occurred shall be governed by the provisions oa3uey Regulation § 1.409A-1, as amended, takirggantount the objective facts and
circumstances with respect to the level of bona fidrvices performed by the Participant after tatedate.

(iii) As used in this Agreement, “Affiliate” mearadl persons with whom the Company would be consider single employer under
Section 414(b) of the Code, and all persons witbrwisuch person would be considered a single employaer Section 414(c) of the
Code.

(f) If the Participant experiences a Separatiomfi®ervice prior to the Maturity Date within two ysdollowing a Change in Control
either voluntarily for Good Reason or involuntaribther than due to Cause), the Participant stestl in all of the Shares upon such
Separation from Service.

(9) If the Participant experiences an involuntagp&ation from Service prior to the Maturity Date
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and the Participant either receives benefits uadmverance pay plan or program maintained by tinep@ny or receives benefits under a
separation agreement with the Company, the Paatitighall vest in all Shares upon such Separat@n Eervice.

(h) If the Participant experiences an involuntaep&ation from Service prior to the Maturity Dateedo a sale of a business or the
outsourcing of any portion of a business, the Bigant shall vest in all Shares upon such Separétion Service, but only if the Company
or any of its Affiliates failed to make an offer @dmparable employment, as defined by a severamcelpn or program maintained by the
Company, to the Participant. For purposes of thisp@ragraph 4(h), a Termination of Affiliation shadnstitute an involuntary Separation
from Service.

. Payment of Shares

(a) The payment date for all Shares in which ai@®pant becomes vested pursuant to Subparagraptali¢tve shall be the thirtieth (30
day following the Maturity Date.

(b) The payment date for all Shares in which ai€pent becomes vested pursuant to Subparagraplad¢ee shall be the sixtieth (89
day following such death.

(c) The payment date for all shares in which ai€lpeint becomes vested pursuant to Subparagraplad¢ade shall be the thirtieth (30
day after the Participant becomes Disabled.

(d) The payment date for all Shares in which thei&pant becomes vested pursuant to Subparagrehs4(f), 4(g) and 4(h) above shall
be the thirtieth (30") day following such Participant's Separation frService providedthat if the Participant was a “key employee”
within the meaning of Section 409A(a)(B)(i) of tBede immediately prior to his or her Separatiomft®ervice, and such Participant
vested in such Shares under Subparagraph 4(d), @) or 4(h) above, payment shall not be mammer than six (6) months following
the date such Participant experienced a SeparfationService. For purposes of this Subparagrapl 3dy employee” means an
employee designated on an annual basis by the Gongsaof December 31 (the “Key Employee Designdilate”) as an employee
meeting the requirements of Section 416(i) of Catilezing the definition of compensation under Tsaey Regulation § 1.415(@¢d)(2). A
Participant designated as a “key employee” shadl Heey employee” for the entire twelve (12) mop#riod beginning on April 1
following the Key Employee Designation Date.

(e) Upon conversion of RSUs into Shares underAigement, such RSUs shall be cancelled Sharebélcatme payable under this
Agreement will be paid by the Company by the deine the Participant, or the Participant’s beniafig or legal representative, of one or
more certificates (or other indicia of ownershigpresenting shares of Williams Common Stock equabimber to the number of Shares
otherwise payable under this Agreement less thebeunwf Shares having a Fair Market Value, as ofitite the withholding tax obligation
arises, equal to the minimum statutory withholdiaguirements. Notwithstanding the foregoing, togRient permitted by Section 409A
the Code and the guidance issued by the InternadiRee Service thereunder, if federal employmerggdecome due upon the
Participants becoming entitled to payment of Shares, the nuwib8hares necessary to cover minimum statutotlyheiding requiremen
may, in the discretion of the Company, be useatisfy such requirements upon such entitlement.

. Other Provisions

(a) The Participant understands and agrees thatgratg under this Agreement shall not be used fdn the determination of, any other
payment or benefit under any continuing agreenpan, policy, practice or arrangement providingtfee making of any payment or the
provision of any benefits to or for the Participanthe Participant’s beneficiaries or represemgsti including, without limitation, any
employment agreement, any change of control segenarotection plan or any employee benefit pladedimed in Section 3(3) of ERISA,
including, but not limited to qualified and non-djfiad retirement plans.

(b) The Participant agrees and understands thajecuo the limit expressed in clause (iii) of the
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following sentence, upon payment of Shares undsgreement, stock certificates (or other indiziawnership) issued may be held as
collateral for monies he/she owes to Company orddritg Affiliates, including but not limited to pgonal loan(s), Company credit card
debt, relocation repayment obligations or benéfidm any plan that provides for pre-paid educati@saistance. In addition, the Company
may accelerate the time or schedule of a paymevegibd Shares, and/or deduct from any paymentafeS to the Participant under this
Agreement, or to his or her beneficiaries in theecaf the Participant’s death, that number of Shhawing a Fair Market Value at the date
of such deduction to the amount of such debt asfaetion of any such delprovidedthat (i) such debt is incurred in the ordinary c@uof
the employment relationship between the Comparangrof its Affiliates and the Participant, (ii) thggregate amount of any such debt-
related collateral held or deduction made in anglite year of the Company with respect to the Eipetint does not exceed $5,000, and
(iii) the deduction of Shares is made at the same &nd in the same amount as the debt otherwisddvirave been due and collected from
the Participant.

(c) Except as provided in Subparagraphs 4(c) threl{h) above, in the event that the Participanterpces a Separation from Service
prior to the Participant’'s becoming vested in thear®@s under this Agreement, RSUs subject to thie#&gent and any right to Shares
issuable hereunder shall be forfeited.

(d) The Participant acknowledges that this Award similar awards are made on a selective basissndherefore, to be kept
confidential.

(e) RSUs, Shares and the Participant’s intereRiSbis and Shares may not be sold, assigned, treetsf@tedged or otherwise disposed of
or encumbered at any time prior to both (i) theiigant’s becoming vested in such Shares ang#&yment of such Shares under this
Agreement.

(f) If the Participant at any time forfeits anyall of the RSUs pursuant to this Agreement, theiétpant agrees that all of the Participant’s
rights to and interest in such RSUs and in Shassable hereunder shall terminate upon forfeitutieont payment of consideration.

(g) The Committee shall determine whether an eliaatoccurred resulting in the forfeiture of the®bain accordance with this
Agreement, and all determinations of the Commistes| be final and conclusive.

(h) With respect to the right to receive paymenthef Shares under this Agreement, nothing contdieeein shall give the Participant any
rights that are greater than those of a generditoreof the Company.

(i) The obligations of the Company under this Agneat are unfunded and unsecured. Each Participafitteve the status of a general
creditor of the Company with respect to amounts dwny, under this Agreement.

()) The parties to this Agreement intend that #thigeement meet the applicable requirements of Sed@d9A of the Code and recognize
that it may be necessary to modify this Agreemeniar the Plan to reflect guidance under Sectidhéf the Code issued by the Internal
Revenue Service. Participant agrees that the Cdeershall have sole discretion in determining iether any such modification is
desirable or appropriate and (ii) the terms of singh modification.

(k) The Participant hereby automatically becompardy to this Agreement whether or not he or sloepis the Award electronically or in
writing in accordance with procedures of the Contemitits delegates or agents.

() Nothing in this Agreement or the Plan shalkirfiere with or limit in any way the right of the @pany or an Affiliate to terminate the
Participant’s employment or service at any time,canfer upon the Participant the right to contimuéhe employ of the Company and/or
Affiliate.

(m) The Participant hereby acknowledges that ngthirthis Agreement shall be construed as requitiegCommittee to allow a Domestic
Relations Order with respect to this Award.




7. Natices All notices to the Company required hereundeH §teain writing and delivered by hand or by maiidressed to The Williams
Companies, Inc., One Williams Center, Tulsa, Okilah@4172, Attention: Stock Administration Departméiotices shall become effective
upon their receipt by the Company if deliveredhia toregoing manner. To direct the sale of any &hesued under this Agreement, contact
Fidelity at http://netbenefits.fidelity.com or bgi¢phone at 800-544-9354.

8. Tax ConsultationYou understand you will incur tax consequences aesult of acquisition or disposition of the SsarYou agree to
consult with any tax consultants you think advisahlconnection with the acquisition of the Shamed acknowledge that you are not relying,
and will not rely, on the Company for any tax advic

THE WILLIAMS COMPANIES, INC.

By: /s/ Alan S. Armstrong
Alan S. Armstrong
President and CE(

Participant<@Name
SSN<@SSN @>



Exhibit 10.24

SECOND AMENDMENT TO
CREDIT AGREEMENT

THIS SECOND AMENDMENT TO CREDIT AGREEMEN(this “ Second Amendmefixis entered into as of the 10th day of June,
2008, by and among WILLIAMS PRODUCTION RMT COMPANthe “ Counterparty), WILLIAMS PRODUCTION COMPANY, LLC
(the “ Guarantor), CITIBANK, N.A., as administrative agent (theAdministrative Agent), CITIGROUP ENERGY INC., as computation
agent (the “ Computation AgehtCALYON NEW YORK BRANCH, as collateral agent (theCollateral Agent’) and PV determination
agent (the “ PV Determination Agehtand together with the Administrative Agent, tBemputation Agent and the Collateral Agent, the “
Agents”), and the BANKS.

Preliminary Statement

WHEREAS, the Counterparty, the Guararttur,Agents and the Banks, are parties to thatice@redit Agreement dated as of
February 23, 2007, as amended by the First Amentto&@redit Agreement dated as of March 30, 200@ragithe Counterparty, the
Guarantor, the Agents and various Banks (* Credite#ment) and

WHEREAS, the Counterparty and the Guananave requested that the Banks and the Agent#fyrtbd Credit Agreement and change
certain terms thereof, and the Agents and the Bhaks agreed to do so; and

WHEREAS, the Counterparty, the Guararttwr,Agents and the Banks wish to execute this@kemendment to evidence such
agreement.

NOW, THEREFORE, in consideration of thetaal covenants herein contained and for other gmatlvaluable consideration, the
receipt and adequacy of which are hereby acknowlgdipe Counterparty, the Guarantor, the Agentstam@anks hereby agree as follows
(all capitalized terms used herein and not othexwisfined herein shall have the meanings as deiimtee Credit Agreement):

Section TAmendments to Section 1.1Section 1.1 of the Credit Agreement is hereby aradriy amending the definition of
“Termination Date” to read in its entirety as folls:

“ Termination Daté means December 31, 2013.

Section 1.1 of the Credit Agreement is herelssher amended by adding, in appropriate alphahktirder, definitions of “Applicable
Exposure Fee Rate and “Second Amendment Effectate’Deading in their entireties as follows:




“ Applicable Exposure Fee Rdteneans, for any day, the rate per annum set farthe following table for the ratings, applicalole such
day, by S&P and Moody'’s of the senior unsecuredddalenominated long-term debt of TWC:

Applicable

Ratings Exposure Fee Rat¢
BBB or better by S&FandBaa? or better by Moo('s 0.25% per annur
BBB- or better by S&P anBaa3 or better by Moody’s, if the circumstancesfeeth above for an 0.35% per annum
Applicable Exposure Fee Rate of 0.25% do not a
Either (1) BBB- or better by S&P arighl by Moody'’s, or (2) BB+ by S&P and Baa3 or bettg 0.425% per annum
Moody's
Any circumstance not covered above in this talilel@iding the senior unsecured Dollar- 0.625% per annum

denominated lor-term debt of TWC not being rated by S&P or not haiated by Mood's)

The applicable ratings as of the Second Amendmaettive Date by S&P and Moody’s of the senior unsed Dollar-denominated long-
term debt of TWC are BB+ and Baa3, respectivelyeréhfter, the applicable ratings by S&P and Moody'such debt shall be those ratings
of such debt in effect from time to time as conttatgal by Section 1.5. The Applicable Exposure FatRhall change when and as any
relevant change occurs in the rating by S&P or Mt®df the senior unsecured Dollar-denominated {tergn debt of TWC.

“ Second Amendment Effective Ddtshall have the meaning set forth in the SecondeAdment to Credit Agreement dated as of June 10
2008 among the Counterparty, the Guarantor, CikipAnA., Calyon and others.

Section 2Amendment to Section 2.4b). Section 2.4(b) of the Credit Agreement is bgramended to read in its entirety as follows:

(b)_Exposure FeeJhe Counterparty agrees to pay to each Banledoh day, an exposure fee (an “ Exposure’Fgmean amount
equal to the product of (i) the amount obtainediivyding (x) the per annum Applicable Exposure Rege for such day by (y) the actual
number of days in the year in which such day oc¢368 or 366), timeéi) the net MTM Exposure for such day for all Qifidhg Hedges to
which such Bank is a party (excluding in the comafioh of any Exposure Fee, those days on whicimé¢h®1TM Exposure for all Qualifying
Hedges to which such Bank is a party is negatit)Exposure Fees owed to any Bank will be compuigduch Bank based on the reports
substantially in the form of Exhibit H furnished by
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the Computation Agent pursuant to Section 7.1 hedéspective applicable ratings by S&P and Moodf/the senior unsecured Dollar-
denominated longerm debt of TWC as those ratings are determined@ordance with the definition herein of ApplicaBixposure Fee Ra
Each Bank shall submit an invoice to the Countéypsupporting its computation of any Exposure Faeesd to such Bank with respect to
each Fiscal Quarter that has elapsed and, if thmifation Date has occurred, with respect to th@gddrom the most recent date through
which its Exposure Fees have been invoiced (oEffective Date, if Exposure Fees have not previpbslen invoiced by it) through the
Termination Date. The Exposure Fee for each Batikbipayable in arrears directly to such Bank witlen Business Days following the
receipt of each such invoice.

Section 3Amendment to Section 5.1Section 5.1(b) of the Credit Agreement is herebgraed (a) by replacing the clause “Furnish to
the Administrative Agent (in the case of clausgshfiough (ix) and clause (xii) of this Section ®)),” with the clause “Furnish to the
Administrative Agent (in the case of clauses (iptlgh (ix) and clauses (xii) and (xiv) of this Sent5.1(b)),”; (b) by deleting the word “and”
at the end of clause (xii) thereof (c) by chandimg period at the end of clause (xiii) thereof taid”; and (d) by adding, immediately after
such clause (xiii), a new clause (xiv) thereto megdh its entirety as follows:

(xiv) promptly after any change in, othdrawal or termination of, the rating of any seninsecured Dollar-denominated long-term
debt of TWC by S&P or Moody’s, notice thereof.

Section 4. Representations True; No Defallich of the Counterparty and the Guarantor reptesand warrants that:

(i) this Second Amendment has been duly authorizedués@ and delivered on its behalf; the Credit Agreet, as amended hereby,
together with the other Credit Documents to whidk a party, constitute the legal, valid and bidobligation of the Counterpar
or the Guarantor, as applicable, enforceable agtiia<Counterparty or Guarantor, as applicablecitordance with their terms,
except as such enforceability may be limited by applicable bankruptcy, insolvency, reorganizatimoyatorium or similar law
affecting creditor' rights generally and by general principles of egt

(ii) the representations and warranties of the Countgrpad the Guarantor contained in Article IV oétBredit Agreement are true
and correct in all material respects on and akefiate hereof as though made on and as of théneiaef (other than those
representations and warranties that expresslyertdea specific earlier date, which representatanbwarranties were true and
correct in all material respects as of such eadéte); anc

(iii) after giving effect to this Second Amendment, ndaDé or Event of Default under the Credit Agreetnleas occurred and is
continuing.
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Section 5. Expenses, Additional Informatiofhe Counterparty shall pay to each Agent allorable expenses incurred by such Agent in
connection with the execution of this Second Ameedinincluding all reasonable expenses incurrasbimection with any previous
negotiation and credit documentation.

Section 6. Effectivenesd his Second Amendment shall become effectiveherdate (the “ Second Amendment Closing Datghen, anc
only when, the Administrative Agent notifies theuDterparty that the Administrative Agent (or itsingel) has received from each party
hereto either (i) a counterpart of this Second Admeent signed on behalf of such party or (ii) writlvidence satisfactory to the
Administrative Agent (which may include telecopgrtsmission of a signed signature page of this REAomendment) that such party has
signed a counterpart of this Second Amendment,lwhdatice shall be conclusive and binding. To, keieding, the Second Amendment
Closing Date, Exposure Fees shall be computeddordance with the Credit Agreement (but in makingnscomputation for each Bank, the
net MTM Exposure for all Qualifying Hedges to whistich Bank is a party shall be deemed to be zerallfdays following and including tf
Second Amendment Closing Date). On and after tlher8Amendment Closing Date, Exposure Fees shalbimputed in accordance with
the Credit Agreement as amended by this Second Ament.

Section 7. Postlosing RequirementsWithin 14 days of the Second Amendment ClosinteDéhe Counterparty and the Guarantor shall
deliver to the Agents and the Banks:

(a) a certificate of an authorized offioéthe Counterparty and the Guarantor, as agpkcalated as of the Second Amendment Clc
Date certifying (i) that the resolutions delivetedhe Banks and the Agents on the effective datkeoCredit Agreement have not been
amended, modified, revoked or rescinded as of #u®i® Amendment Closing Date, (ii) that the appliearganizational documents of the
Counterparty and the Guarantor have not been ardesrdetherwise modified since the effective datéhef Credit Agreement, except
pursuant to any amendments attached thereto, igras(to the incumbency and signature of the eficof the Counterparty and the Guara
executing this Second Amendment; and

(b) a certificate of an officer of eadhttoe Counterparty and the Guarantor dated aseottond Amendment Closing Date certifying
that each of the representations and warrantiee topadhe Counterparty or the Guarantor, as apgécab Section 4 hereof is true and corr
and that no Default or Event of Default has ocaliard is continuing.

Section 8. Miscellaneous Provisians

(a) From and after the execution andveeyi of this Second Amendment, the Credit Agreemsbatl be deemed to be amended and
modified as herein provided, and except as so aateadd modified the Credit Agreement shall contimufalll force and effect.

(b) The Credit Agreement and this Secantendment shall be read and construed as one arghthe instrument.

(c) Any reference in any of the Creditddments to the Credit Agreement shall be a referémthe Credit Agreement as amended by
this Second Amendment.
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(d) This Second Amendment shall be coiestin accordance with and governed by the lawkeState of New York.

(e) This Second Amendment may be signexhy number of counterparts and by different pari separate counterparts and may
original or facsimile form, each of which shall eeemed an original but all of which together shaiistitute one and the same instrument.

(f) The headings herein shall be accormedignificance in interpreting this Second Ameedin

Section 9. Binding Effecthis Second Amendment shall be binding upon anckitmithe benefit of the Counterparty, the Guanarbe
Banks and the Agents and their respective succeasorassigns, except that the Counterparty an@dleantor shall not have the right to
assign their rights hereunder or any interest herei

Section 10. Reaffirmation of Guaranfyhe Guarantor consents to the execution andeatglivy the Counterparty of this Second
Amendment and ratifies and confirms the terms efgharanty contained in Article IX of the Creditr&gment with respect to the
Obligations. The Guarantor acknowledges that, rtbstanding anything to the contrary contained Imeoeiin any other document evidencing
any Obligations or any other obligation of the Cuparty, or any actions now or hereafter takethieyBanks with respect to any obligation
of the Counterparty, the guaranty contained incdetiX of the Credit Agreement (i) is and shall tinooe to be an absolute, unconditional,
continuing and irrevocable guaranty of paymenthef®bligations to the extent and as provided thesaid (ii) is and shall continue to be in
full force and effect in accordance with its termigthing contained herein shall release, dischargalify, change or affect the original
liability of the Guarantor under the guaranty camd in Article IX of the Credit Agreement.

[Signature Pages Follow]
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IN WITNESS WHEREOF, the parties have eauthis Second Amendment to be executed by thedeive duly authorized officers
as of the 18th day of June, 2008, to be effectivefahe Second Amendment Closing Date.

COUNTERPARTY:

WILLIAMS PRODUCTION RMT COMPANY

By: /s/ Rodney J. Sailor
Name: Rodney J. Sailol
Title: Treasurer

GUARANTOR:
WILLIAMS PRODUCTION COMPANY, LLC
By: /s/ Rodney J. Sailor

Name: Rodney J. Sailol
Title: Treasurer

Signature Page to Second Amendment to Credit Ageaem




AGENTS:
CITIBANK, N.A., as Administrative Agent

By: /s/ Todd Mogil

Name: Todd Mogil
Title: Vice President

CITIGROUP ENERGY INC., as Computation Agent

By:

Name:
Title:

CALYON NEW YORK BRANCH, as Collateral Agent
and as PV Determination Agent

By:

Name:
Title:

By:

Name:
Title:

Signature Page to Second Amendment to Credit Ageaem




AGENTS:
CITIBANK, N.A., as Administrative Agent

By:

Name: Todd Mogil
Title: Vice President

CITIGROUP ENERGY INC., as Computation Agent

By: /s/ Stuart W. Staley

Name: Stuart W. Staley
Title: Managing Director

CALYON NEW YORK BRANCH, as Collateral Agent
and as PV Determination Agent

By:

Name:
Title:

By:

Name:
Title:

Signature Page to Second Amendment to Credit Ageaem




AGENTS:
CITIBANK, N.A., as Administrative Agent

By:

Name:
Title:

CITIGROUP ENERGY INC., as Computation Agent

By:

Name:
Title:

CALYON NEW YORK BRANCH, as Collateral Agent
and as PV Determination Agent

By: /s/ Page Dillehunt

Name: Page Dillehunt
Title: Managing Director

By: /s/ Sharada Manne

Name: Sharada Manng
Title: Director

Signature Page to Second Amendment to Credit Ageaem




BANKS:
CITIBANK, N.A.

By: /s/ Todd Mogil

Name: Todd Mogil
Title: Vice President

CALYON

By:

Name:
Title:

By:

Name:
Title:

BARCLAYS BANK PLC

By:

Name:
Title:

BNP PARIBAS

By:

Name:
Title:

Signature Page to Second Amendment to Credit Ageaem




BANKS:
CITIBANK, N.A.

By:

Name:
Title:

CALYON NEW YORK BRANCH

By: /s/ Page Dillehunt

Name: Page Dillehunt
Title: Managing Director

By: /s/ Sharada Manne

Name: Sharada Manng
Title: Director

BARCLAYS BANK PLC

By:

Name:
Title:

BNP PARIBAS

By:

Name:
Title:

Signature Page to Second Amendment to Credit Ageaem




BANKS:
CITIBANK, N.A.

By:

Name:
Title:

CALYON

By:

Name:
Title:

By:

Name:
Title:

BARCLAYS BANK PLC

By: /s/ Scott Connelly

Name: Scott Connelly
Title: Managing Director

BNP PARIBAS

By:

Name:
Title:

Signature Page to Second Amendment to Credit Ageaem




BNP PARIBAS

By: /s/ Larry Robinson

Name: Larry Robinson
Title: Director

By: /s/ Mark Cox

Name: Mark Cox
Title: Managing Director

Signature Page to Second Amendment to Credit Ageaem




CREDIT SUISSE ENERGY LLC

By: /s/ Marisa Scauzillo

Name: Marisa Scauzillo
Title:  Authorized Signatory

MORGAN STANLEY CAPITAL GROUP INC.

By:

Name:
Title:

THE ROYAL BANK OF SCOTLAND PLC

By:

Name:
Title:

Signature Page to Second Amendment to Credit Ageaem




CREDIT SUISSE ENERGY LLC

By:

Name:
Title:

MORGAN STANLEY CAPITAL GROUP INC.

By: /s/ Robert P. Kinney

Name: Robert P. Kinney
Title:  Vice President

THE ROYAL BANK OF SCOTLAND PLC

By:

Name:
Title:

Signature Page to Second Amendment to Credit Ageaem




CREDIT SUISSE ENERGY LLC

By:

Name:
Title:

MORGAN STANLEY CAPITAL GROUP INC.

By:

Name:
Title:

THE ROYAL BANK OF SCOTLAND PLC

By: /s/ Brian Smith

Name: Brian Smith
Title: Senior Vice Presiden

Signature Page to Second Amendment to Credit Ageaem



Exhibit 10.25

THIRD AMENDMENT TO
CREDIT AGREEMENT

THIS THIRD AMENDMENT TO CREDIT AGREEMENTthis “ Third Amendment) is entered into as of the 12th day of July, 2010
by and among WILLIAMS PRODUCTION RMT COMPANY (theCounterparty), WILLIAMS PRODUCTION COMPANY, LLC (the “
Guarantor’), CITIBANK, N.A., as administrative agent (theAdministrative Agent), CITIGROUP ENERGY INC., as computation agent
(the “ Computation Agerit CALYON NEW YORK BRANCH, as collateral agent (tli€ollateral Agent”) and PV determination ageni(th
PV Determination Agent, and together with the Administrative Agent, tBemputation Agent and the Collateral Agent, thegeats”), and
the BANKS.

Preliminary Statement

WHEREAS, the Counterparty, the Guararttar,Agents and the Banks, are parties to thatice@redit Agreement dated as of
February 23, 2007, as amended by the First Amenttoe@redit Agreement dated as of March 30, 20G¥tae Second Amendment to Cre
Agreement dated as of June 10, 2008 among the &manmty, the Guarantor, the Agents and various Bg¢hKredit Agreemerit) and

WHEREAS, the Counterparty and the Guananave requested that the Banks and the Agent#fyrthd Credit Agreement and change
certain terms thereof, and the Agents and the Bhaks agreed to do so; and

WHEREAS, the Counterparty, the Guarartwr,Agents and the Banks wish to execute thisdTAmendment to evidence such
agreement.

NOW, THEREFORE, in consideration of thetaal covenants herein contained and for other gmatlvaluable consideration, the
receipt and adequacy of which are hereby acknowlgdipe Counterparty, the Guarantor, the Agentstam@anks hereby agree as follows
(all capitalized terms used herein and not othexwisfined herein shall have the meanings as deiimtee Credit Agreement):

Section 1Amendments to Section 1.1Section 1.1 of the Credit Agreement is hereby aradriy amending the definition of
“Termination Date” to read in its entirety as folls:

“ Termination Daté means December 31, 2015.

Section 2. Representations True; No Defallich of the Counterparty and the Guarantor reptesand warrants that:




()

(ii)

(iii)

this Third Amendment has been duly authorized, etestand delivered on its behalf; the Credit Agrertnas amended hereby,
together with the other Credit Documents to whidk a party, constitute the legal, valid and bigdobligation of the
Counterparty or the Guarantor, as applicable, esftile against the Counterparty or Guarantor, plécaple, in accordance wi
their terms, except as such enforceability mayirhgdd by any applicable bankruptcy, insolvencyrganization, moratorium ¢
similar law affecting credito’ rights generally and by general principles of egt

the representations and warranties of the Countgrpad the Guarantor contained in Article IV oétBredit Agreement are true
and correct in all material respects on and abh®flate hereof as though made on and as of thénelaef (other than those
representations and warranties that expresslyertdea specific earlier date, which representatanbwarranties were true and
correct in all material respects as of such eadéte); anc

after giving effect to this Third Amendment, no Belt or Event of Default under the Credit Agreemigend occurred and is
continuing.

Section 3. Expenses, Additional Informatiofhe Counterparty shall pay to each Agent allorable expenses incurred by such Agent in
connection with the execution of this Third Amenadhiéncluding all reasonable expenses incurrecdimection with any previous
negotiation and credit documentation.

Section 4. Effectivenes§ his Third Amendment shall become effective andhate (the “Third Amendment Closing Dateif)en, and onl
when, the Administrative Agent notifies the Couptaty that the Administrative Agent (or its coungss received:

()

(ii)

from each party hereto either (x) a coupdet of this Third Amendment signed on behalf aftsparty or (y) written evidence
satisfactory to the Administrative Agent (which nmiaglude telecopy transmission of a signed sigrapage of this Third
Amendment) that such party has signed a counteppénts Third Amendment, which notice shall be daosive and binding

a certificate of an authorized officer of the @tarparty and the Guarantor, as applicable, cergjfgas of the Third Amendment
Closing Date (i) that the resolutions deliveredhe Banks and the Agents on the effective datbefiredit Agreement have not
been amended, modified, revoked or rescindedh@i) the applicable organizational documents ofGbanterparty and the
Guarantor have not been amended or otherwise raddifince the effective date of the Credit Agreemexcept pursuant to any
amendments attached thereto, and (iii) as to thnitency and signature of the officers of the Cewparty and the Guarantor
executing this Third Amendment; a
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(iii) a certificate of an officer of each of the Countatp and the Guarantor dated as of the Third Amamdr@losing Date certifying
that each of the representations and warrantie iopdhe Counterparty or the Guarantor, as appécat Section 2 hereof is true
and correct, and that no Default or Event of Dafhak occurred and is continuir

Section 5. Miscellaneous Provisians

(a) From and after the execution andveeyi of this Third Amendment, the Credit Agreemsimall be deemed to be amended and
modified as herein provided, and except as so aettadd modified the Credit Agreement shall contimufelll force and effect.

(b) The Credit Agreement and this Thinciéndment shall be read and construed as one asdit@instrument.

(c) Any reference in any of the Creditddments to the Credit Agreement shall be a referémthe Credit Agreement as amended by
this Third Amendment.

(d) This Third Amendment shall be consttin accordance with and governed by the lawbh@State of New York.

(e) This Third Amendment may be signedny number of counterparts and by different paiitieseparate counterparts and may be in
original or facsimile form, each of which shall heeemed an original but all of which together shaiistitute one and the same instrument.

() The headings herein shall be accomtedignificance in interpreting this Third Amendme

Section 6. Binding EffectThis Third Amendment shall be binding upon andténto the benefit of the Counterparty, the Guanarhe
Banks and the Agents and their respective succeasorassigns, except that the Counterparty an@dleantor shall not have the right to
assign their rights hereunder or any interest herei

Section 7. Reaffirmation of Guarantyhe Guarantor consents to the execution andetglivy the Counterparty of this Third Amendment
and ratifies and confirms the terms of the guarantytained in Article I1X of the Credit Agreementtivrespect to the Obligations. The
Guarantor acknowledges that, notwithstanding angthd the contrary contained herein or in any ottemument evidencing any Obligations
or any other obligation of the Counterparty, or aetions now or hereafter taken by the Banks vafipect to any obligation of the
Counterparty, the guaranty contained in Articledithe Credit Agreement (i) is and shall continadé an absolute, unconditional,
continuing and irrevocable guaranty of paymenthef®bligations to the extent and as provided thesaid (ii) is and shall continue to be in
full force and effect in accordance with its termigthing contained herein shall release, discharmgalify, change or affect the original
liability of the Guarantor under the guaranty camed in Article IX of the Credit Agreement.

[Signature Pages Follow]
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IN WITNESS WHEREOF, the parties have causedThird Amendment to be executed by their respedauly authorized officers as of
the 30th day of June, 2010, to be effective as®fTthird Amendment Closing Date,

COUNTERPARTY:

WILLIAMS PRODUCTION RMT COMPANY

By: /s/ Gary R. Belitz
Name: Gary R. Belitz
Title: Vice Presiden— Finance and Accountini

GUARANTOR:
WILLIAMS PRODUCTION COMPANY, LLC
By: /s/ Gary R. Belitz

Name: Gary R. Belitz
Title: Vice Presiden— Finance and Accountin

Signature Page to Third Amendment to Credit Agregme




AGENTS:
CITIBANK, N.A., as Administrative Agent

By: /s/ Todd J. Mogil

Name: Todd J. Mogil
Title: Vice President

CITIGROUP ENERGY INC., as Computation Agent

By:

Name:
Title:

CALYON NEW YORK BRANCH, as Collateral
Agent and as PV Determination Agent

By:

Name:
Title:

By:

Name:
Title:

Signature Page to Third Amendment to Credit Agregme




AGENTS:
CITIBANK, N.A., as Administrative Agent

By:

Name:
Title:

CITIGROUP ENERGY INC., as Computation Agent

By: /s/ Rodney Malcolm

Name: Rodney Malcolm
Title: Managing Director

CALYON NEW YORK BRANCH, as Collateral
Agent and as PV Determination Agent

By:

Name:
Title:

By:

Name:
Title:

Signature Page to Third Amendment to Credit Agregme




AGENTS:
CITIBANK, N.A., as Administrative Agent

By:

Name:
Title:

CITIGROUP ENERGY INC., as Computation Agent

By:

Name:
Title:

Credit Agricole Corporate and Investment Bank
(f.k.a. CALYON NEW YORK BRANCH), as
Collateral Agent and as PV Determination Agent

By: /s/ Darrell Stanley

Name: Darrell Stanley
Title: Managing Director

By: /s/ Michael Willis

Name: Michael Willis
Title: Managing Director

Signature Page to Third Amendment to Credit Agregme




BANKS:
CITIBANK, N.A.

By: /s/ Todd J. Mogil

Name: Todd J. Mogil
Title: Vice President

CALYON

By:

Name:
Title:

By:

Name:
Title:

BARCLAYS BANK PLC

By:

Name:
Title:

BNP PARIBAS

By:

Name:
Title:

Signature Page to Third Amendment to Credit Agregme




BANKS:
CITIBANK, N.A.

By:

Name:
Title:

Credit Agricole Corporate and Investment Bank (f.ka.
CALYON NEW YORK BRANCH)

By: /s/ Darrell Stanley

Name: Darrell Stanley
Title: Managing Director

By: /s/ Michael Willis

Name: Michael Willis
Title: Managing Director

BARCLAYS BANK PLC

By:

Name:
Title:

BNP PARIBAS

By:

Name:
Title:

Signature Page to Third Amendment to Credit Agregme




BANKS:
CITIBANK, NA.

By:

Name:
Title:

CALYON

By:

Name:
Title:

By:

Name:
Title:

BARCLAYS BANK PLC

By: /s/ George Manabhilon

Name: George Manabhilor
Title: Managing Director

BNP PARIBAS

By:

Name:
Title:

Signature Page to Third Amendment to Credit Agregme




BANKS:
CITIBANK, N.A.
By:

Name:
Title:

CALYON

By:
Name:
Title:

By:
Name:
Title:

BARCLAYS BANK PLC

By:
Name:
Title:

BNP PARIBAS

By: /s/ Mark A. Cox /sl Larry Robinsot
Name: Mark A. Cox Larry Robinson
Title: Managing Director Director

Signature Page to Third Amendment to Credit Agregme




CREDIT SUISSE ENERGY LLC

By: /s/ Barry Dixon

Name: Barry Dixon
Title:  Authorized Signatory

MORGAN STANLEY CAPITAL GROUP INC.

By:

Name:
Title:

THE ROYAL BANK OF SCOTLAND PLC

By:

Name:
Title:

DB ENERGY TRADING LLC

By:

Name:
Title:

JPMORGAN CHASE BANK, N.A.

By:

Name:
Title:

Signature Page to Third Amendment to Credit Agregme




CREDIT SUISSE ENERGY LLC

By:

Name:
Title:

MORGAN STANLEY CAPITAL GROUP INC

By: /s/ Deborah L. Hart

Name: Deborah L. Hart
Title: Vice President

THE ROYAL BANK OF SCOTLAND PLC

By:

Name:
Title:

DB ENERGY TRADING LLC

By:

Name:
Title:

JPMORGAN CHASE BANK, N.A.

By:

Name:
Title:

Signature Page to Third Amendment to Credit Agregme




CREDIT SUISSE ENERGY LLC

By:

Name:
Title:

MORGAN STANLEY CAPITAL GROUP INC.

By:

Name:
Title:

THE ROYAL BANK OF SCOTLAND PLC

By: /s/ Brian Williams

Name: Brian Williams
Title: Vice President

DB ENERGY TRADING LLC

By:

Name:
Title:

JPMORGAN CHASE BANK, N.A.

By:

Name:
Title:

Signature Page to Third Amendment to Credit Agregme




CREDIT SUISSE ENERGY LLC

By:

Name:
Title:

MORGAN STANLEY CAPITAL GROUP INC.

By:

Name:
Title:

THE ROYAL BANK OF SCOTLAND PLC

By:

Name:
Title:

DB ENERGY TRADING LLC

By: /s/ Brandon Diket

Name: Brandon Diket
Title: VP

By: /s/ Molly Sample

Name: Molly Sample
Title: Director

JPMORGAN CHASE BANK, N.A.

By:

Name:
Title:

Signature Page to Third Amendment to Credit Agregme




CREDIT SUISSE ENERGY LLC

By:

Name:
Title:

MORGAN STANLEY CAPITAL GROUP INC.

By:

Name:
Title:

THE ROYAL BANK OF SCOTLAND PLC

By:

Name:
Title:

DB ENERGY TRADING LLC

By:

Name:
Title:

JPMORGAN CHASE BANK, N.A.

By: /s/ M. Hasan

Name: Muhammad Hasat
Title: Vice President

Signature Page to Third Amendment to Credit Agregme



Exhibit 12

The Williams Companies, Inc.
Computation of Ratio of Earnings to Fixed Charges

Years Ended December 31,

2010 2009 2008 2007 2006
(Millions)
Earnings:
Income (loss) from continuing operations before
income taxe! $ (94€) $ 94: $ 2,144 $ 1,40( $ 53z
Less: Equity earnings, excluding proportionate shar
from 50% owned investees and unconsolidated
majority-owned investee (56) (49 (61) (60 (99
Income (loss) from continuing operations before
income taxes and equity earnir (1,009 894 2,08: 1,34C 434
Add:
Fixed charges
Interest accrued, including proportionate share
from 50% owned investees and
unconsolidated majori-owned investees (i 667 691 65¢ 68¢€ 671
Rental expense representative of interest fe 13 15 21 22 16
Total fixed charge 68C 70€ 67¢ 71C 687
Distributed income of equity-method investees,
excluding proportionate share from 50% owned
investees and unconsolidated majority-owned
investee: 58 33 53 48 113
Less:

Capitalized interes (51) (76) (59 (32 (17)
Total earnings as adjust $ (319 $ 1,55i $ 2,75¢€ $ 2,06¢ $ 1,217
Fixed charge: $ 68C $ 70€ $ 67¢ $ 71C $ 687
Ratio of earnings to fixed charg (b 2.21 4.0€ 2.91 1.77

(@) Does notinclude interest related to incoaxes, including interest related to liabilities torcertain tax positions, which is included in
provision (benefit) for income taxin our Consolidated Statement of Operatic

(b) Earnings are inadequate to cover fixed charge9b$ #illion.



ENTITY

Alliance Canada Marketing L.
Alliance Canada Marketing LT!
Apco Argentina S.A

Apco Austral, S.A

Apco Oil and Gas International In
Apco Properties Ltc

Arctic Fox Assets, Inc

Aspen Products Pipeline LL

Aux Sable Liquid Products In

Aux Sable Liquid Products L
Bargath LLC

Barrett Resources International Corpora
Baton Rouge Fractionators LL
Baton Rouge Pipeline LL!

Beech Grove Processing Comps
Bison Royalty LLC

Black Marlin Pipeline LLC

Carbon County UCG, Inc
Carbonate Trend Pipeline LL
Cardinal Operating Company, LL
Cardinal Pipeline Company, LL
ChoiceSeat, L.L.C

D-3 Van Hook Gathering Services, LL
Dakote-3 E&P Company, LLC
Diamond Elk, LLC

Discovery Gas Transmission LL
Discovery Producer Services LL
Distributed Power Solutions L.L.(
Eagle Gas Services, Ir

ESPAGAS USA, Inc

FT&T, Inc.

Fishhawk Ranch, In

FleetOne Inc

Fort Union Gas Gathering, L.L.(
Goebel Gathering Company, L.L.
Gulf Liquids Holdings LLC

Gulf Liquids New River Project LL(
Gulf Star Deepwater Services, L1
Gulfstream Management & Operating Services, L.|
Gulfstream Natural Gas System, L.L
HI-BOL Pipeline LLC

Inland Ports, Inc

Exhibit 21

JURISDICTION

Alberta
Alberta
Argentina
Argentina
Cayman Islanc
Cayman Islanc
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Tennesse
Delaware
Texas
Delaware
Delaware
Delaware
North Caroline
Delaware
Delaware
Delaware
Colorado
Delaware
Delaware
Delaware
Ohio
Delaware
Delaware
Florida
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Tennesse




ENTITY

Laurel Mountain Midstream Operating LL

Laurel Mountain Midstream, LL(
Liberty Operating Compan
Longhorn Enterprises of Texas, i
MAPCO Alaska Inc

MAPCO LLC

Marsh Resources, LL

Mid-Continent Fractionation and Storage, L

Millennium Energy Fund, L.L.C
Mockingbird Pipeline, L.P
Northwest Argentina Corporatic
Northwest Land Compar
Northwest Pipeline G

Northwest Pipeline Services LL
Overland Pass Pipeline Company L
Pacific Connector Gas Pipeline, L1
Pacific Connector Gas Pipeline, |
Parachute Pipeline LL

Parkco Two, L.L.C

Pine Needle LNG Company, LL
Pine Needle Operating Company, L!
RW Gathering, LLC

Rainbow Resources, In
Reserveco Inc

Snow Goose Associates, L.L.
SPV, L.L.C.

TWC Holdings C.V.

TXG Gas Marketing Compar
Tennessee Processing Comp

The Tennessee Coal Compe

The Williams Companies, International Holdings B

Thermogas Energy LL!
Touchstar Energy Technologies, i
TransCardinal Company, LL
TransCarolina LNG Company, LL
Transco Coal Gas Compa
Transco Energy Company, LL
Transco Exploration Compal
Transco Gas Company, LL
Transco Liberty Pipeline Compai
Transco |-S Company

Transco Pipeline Services LL
Transco Resources, Ir

Transcontinental Gas Pipe Line Company, L

Transeastern Gas Pipeline Company,
Tulsa Williams Compan

JURISDICTION

Delaware
Delaware
Delaware
Delaware
Alaska
Delaware
Delaware
Delaware
Delaware
Delaware
Utah
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Oklahoma
North Carolini
Delaware
Delaware
Colorado
Delaware
Delaware
Oklahoma
Netherland:
Delaware
Delaware
Delaware
Dutch BV
Delaware
Texas
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware




ENTITY

Valley View Coal, Inc

Volunteer— Williams, L.L.C.

WEFS Liquids LLC

WEFS Pipeline LLC

WFS Enterprises, LL(

WFS Gathering Company, L.L.t

WGP Development, LL(

WGP Enterprises, In

WGP Gulfstream Pipeline Company, L.L.
WGP International Canada, Ir

WGPC Holdings LLC

WPX Enterprises, Inc

WPX Gas Resources Compe

Wamsutter LLC

Williams Acquisition Holding Company, Inc. (De
Williams Acquisition Holding Company, Inc. (N
Williams Acquisition Holding Company LL(
Williams Aircraft, Inc.

Williams Alaska Petroleum, In

Williams Alliance Canada Marketing, In
Williams Arkoma Gathering Company, LL
Williams CV Holdings LLC

Williams Cove Point, Inc

Williams Discovery Pipeline, LL(

Williams Distributed Power Services, Ir
Williams Energy Canada, In

Williams Energy Marketing & Trading Europe L
Williams Energy Services, LL!

Williams Energy Solutions LL(

Williams Energy, L.L.C

Williams Equities, Inc

Williams Exploration Compan

Williams Express, Inc. (AK

Williams Express LLC

Williams Fertilizer, Inc.

Williams Field Service— Gulf Coast Company, L.
Williams Field Services Company, LL

Williams Field Services Group, LL

Williams Flexible Generation, LL(

Williams Four Corners LL(

Williams GP LLC

Williams Gas Marketing, Inc

Williams Gas Pipeline Company, LL

Williams Gas Processir— Gulf Coast Company, L.}
Williams Global Energy Cayman Limite
Williams Global Holdings Compar

JURISDICTION

Tennesse
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
New Brunswicl
Delaware
Delaware
Delaware
Delaware
Delaware
New Jerse)
Delaware
Delaware
Alaska
New Brunswicl
Delaware
Delaware
Delaware
Delaware
Delaware
New Brunswicl
England
Delaware
Delaware
Delaware
Delaware
Delaware
Alaska
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Cayman Islanc
Delaware




ENTITY

Williams Gulf Coast Gathering Company, LI
Williams Headquarters Building Compa
Williams Holdings Limited

Williams Indonesia, L.L.C

Williams Information Technology, Int
Williams International Bermuda Limite
Williams International Company LL!
Williams International El Furrial Limite:

Williams International Investments Cayman Limi

Williams International Jose Limite

Williams International Ltd Mexico, S. de R.L. de\C
Williams International Oil & Gas Venezuela Limit

Williams International Pigap Limite
Williams International Services Compa

Williams International Telecommunications Investiiselnimited

Williams International Venezuela Limite
Williams Laurel Mountain, LLC

Williams Learning Center, In

Williams Longhorn Holdings, LLC

Williams Marcellus Gathering LL(

Williams Memphis Terminal, Inc

Williams Merchant Services Company, |i
Williams Mid-South Pipelines, LL(
Williams Midstream Natural Gas Liquids, Ir
Williams Midstream Services, LL

Williams Mobile Bay Producer Services, L.L.

Williams NGL Marketing, LLC

Williams Natural Gas Liquids Canada, I
Williams Natural Gas Liquids LL(

Williams New Soda, Inc

Williams Oil Gathering, L.L.C

Williams Olefins Feedstock Pipelines, L.L.
Williams Olefins, L.L.C.

Williams One-Call Services, Inc

Williams Pacific Connector Gas Operator, L
Williams Pacific Connector Gas Pipeline, LI
Williams Partners Finance Corporati
Williams Partners GP LL(

Williams Partners Holdings LL!

Williams Partners L.F

Williams Partners Operating LL

Williams PERK, LLC

WILLIAMS PETROLEOS ESPANA, S.L

JURISDICTION

Delaware
Delaware
Barbados
Delaware
Delaware
Bermudas
Delaware
Cayman Islanc
Cayman Islanc
Cayman Islanc
Mexico
Cayman Islanc
Cayman Islanc
Nevada
Cayman Islanc
Cayman Islanc
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Alberta
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Spain




ENTITY

Williams Petroleum Pipeline Systems, i
Williams Petroleum Services, LL

Williams Pipeline GP LLC

Williams Pipeline Operating LL(

Williams Pipeline Partners Holdings LL
Williams Pipeline Partners L.I

Williams Pipeline Services LL!

Williams Productior— Gulf Coast Company, L.
Williams Production Appalachia LL:
Williams Production Company, LL
Williams Production Holdings LL(

Williams Production Keystone LL!
Williams Production Mi-Continent Compan
Williams Production RMT Compar
Williams Production Rocky Mountain Compa
Williams Production Ryan Guich LL
Williams Refining & Marketing, L.L.C
Williams Relocation Management, Ir
Williams Resource Center, L.L.

Williams Soda Holdings, LL(

Williams Sodium Products Compa
Williams Strategic Sourcing Compa
Williams TravelCenters, Inc

Williams Uinta Gathering, LL(

Williams Underground Gas Storage Comp.
Williams WPC—1, Inc.

Williams WPC— I, Inc.

Williams WPC International Compat
Williams Western Holding Company, In
WilPro Energy Services El Furrial Limite
WilPro Energy Services Pigap Il Limite

JURISDICTION

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Oklahoma
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Cayman Islanc
Cayman Islanc



Exhibit 23.1

Consent of Independent Registered Public Accountingirm
We consent to the incorporation by reference infeHewing registration statements on Form S-3 egldted prospectuses of The Williams

Companies, Inc. and in the following registratitatements on Form S-8 of our reports dated Febr2@r2011, with respect to the
consolidated financial statements and scheduléhefWilliams Companies, Inc., and the effectiverasaternal control over financial
reporting of The Williams Companies, Inc., includadhis Annual Report (Form 10-K) for the year eddecember 31, 2010:

Form &3:

Registration Statement Nos. -29185, 33-106504, and 33159559

Form &8:

Registration Statement No.-58671- The Williams Companies, Inc. Stock Plan for Norm#fi Employee

Registration Statement No. :-03957- The Williams Companies, Inc. 1996 Stock Plan fon-Employee Director

Registration Statement No. :-11151- The Williams Companies, Inc. 1996 Stock F

Registration Statement No. :-51994- The Williams Companies, Inc. 1996 Stock Plan fonbdfficer Employee:

Registration Statement No. :-85542- The Williams Investment Plus Pl

Registration Statement No. :-85546- The Williams Companies, Inc. 2002 Incentive F

Registration Statement No. 333-14298%he Williams Companies, Inc. Employee Stock Purellan and The Williams Companies,
Inc. 2007 Incentive Pla

Registration Statement No. :-167123- The Williams Companies, Inc. 2007 Incentive F

/sl Ernst & Young LLP

Tulsa, Oklahoma
February 24, 2011



Exhibit 23.2

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniReggion Statement Nos. 33-58671, 333-03957, 3BB61, 333-51994, 333-85542, 333-
85546, 333-142985 and 333-167123 of The Williamms@anies, Inc., on Form S-8, and Registration Statéos. 333-29185, 333-106504,
and 333-159559 of The Williams Companies, Inc.Form S-3 of our report dated February 23, 201 %irgjao the financial statements of

Gulfstream Natural Gas System, L.L.C., appearinthisiAnnual Report on Form 10-K of The Williamsr@panies, Inc. for the year ended
December 31, 2010.

/s/ Deloitte & Touche LLP

Houston, Texas
February 23, 2011



Exhibit 23.3
l METHERLAND, SEWELL
A% & ASSOCIATES, INC.

CONSENT OF INDEPENDENT PETROLEUM ENGINEERS AND GEOGISTS

We hereby consent to the incorporation of our alettiér as of December 31, 2010, and referencestthevhich are included in the Annual
Report on Form 10-K of The Williams Companies, liue.the year ended December 31, 2010.

NETHERLAND, SEWELL & ASSOCIATES, INC

By: /s/ G. Lance Binder
G. Lance Binder, P.E
Executive Vice Presider

Dallas, Texas
February 22, 2011



Exhibit 23.¢

MILLER AND LENTS, LTD.

CONSENT OF MILLER AND LENTS, LTD.
INDEPENDENT PETROLEUM ENGINEERS AND GEOLOGISTS

As independent petroleum engineers and gesikgive hereby consent to the incorporation byreefie to our audit of reserves as of
December 31, 2010, in our report dated Februa®p¥] that is included in the Annual Report on FAGK of The Williams Companies for
the year ended December 31, 2010.

The Annual Report on Form 10-K contains refess to a certain audit report prepared by Milted bents, Ltd. for the use of The
Williams Companies. The analysis, conclusions, methods contained in the report are based upommafiion that was made available to us
at the time the report was prepared, and Miller lagnats, Ltd. has not updated and undertakes notdutpdate any results contained in the
report based on the aforementioned information.|&\thie report may be used as a descriptive respimgestors are advised that we have not
verified information provided by others at the timfehe preparation of our report, except as spediy noted in the report, and that we make
no representation or warranty regarding the acguphsuch information. Moreover, the conclusionsatained in such report are based on
assumptions that we believed were reasonable @intkeof the preparation of the report and thatdmscribed in such report in reasonable
detail. However, there is a wide range of uncetisnand risks subsequent to the preparation df aueport that are outside our control that
may impact these assumptions, including, but maitdid to, unforeseen market changes, economic esangtural events, actions of
governments or individuals, and changes in orrkerpretation of laws and regulations.

MILLER AND LENTS, LTD.
Texas Registered Engineering Firm No. F-1442

By: /s/ Stephen M. Hamburg
Stephen M. Hambury
Senior Vice Presiden

Houston, Texas
February 22, 2011



EXHIBIT 24

THE WILLIAMS COMPANIES, INC.
POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS that each oéthndersigned individuals, in their capacity asreatior or officer, or both, as
hereinafter set forth below their signature, of TWH_.LIAMS COMPANIES, INC., a Delaware corporatiot\Nilliams”), does hereby
constitute and appoint JAMES J. BENDER, LA FLEURBROWNE, and TED T. TIMMERMANS their true and lawfttorneys and each
of them (with full power to act without the othethgir true and lawful attorneys for them and ieittmame and in their capacity as a director
or officer, or both, of Williams, as hereinaftet &&rth below their signature, to sign Williams’ Anal Report to the Securities and Exchange
Commission on Form 10-K for the fiscal year endet@&@nber 31, 2010, and any and all amendments ¢harell instruments necessary or
incidental in connection therewith; and

THAT the undersigned Williams does hereby titute and appoint JAMES J. BENDER. LA FLEUR C. BR®IE, and TED T.
TIMMERMANS its true and lawful attorneys and eadttem (with full power to act without the otheity true and lawful attorney for it and
in its name and on its behalf to sign said FornKlfhd any and all amendments thereto and any &ntsaiments necessary or incidental in
connection therewith.

Each of said attorneys shall have full powfesubstitution and resubstitution, and said attpsnar any of them or any substitute appointed
by any of them hereunder shall have full power amithority to do and perform in the name and on beli@ach of the undersigned, in any
and all capacities, every act whatsoever requisiteecessary to be done in the premises, as fubyl intents 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 eteztthis instrument, all as of the 20th day of dapu2011.




/s/ Alan S. Armstroni

Alan S. Armstrong
Director

/s/ Kathleen B. Coop¢

Kathleen B. Cooper
Director

/s/ William R. Granbern

William R. Granberry
Director

/s/ Juanita H. Hinsha

Juanita H. Hinshaw
Director

/sl George A. Lorcl

George A. Lorch
Director

/s/ Frank T. MacInni:

Frank T. Maclnnis
Director

/sl Laura A. Sug!

/sl Joseph R. Clevelat

Joseph R. Cleveland
Director

/s/ Irl F. Engelhard

Irl F. Engelhardt
Director

/s/ William E. Greer

William E. Green
Director

/s/ W. R. Howell

W. R. Howell
Director

/s/ William G. Lowrie

William G. Lowrie
Director

/s/ Janice D. Stone

Laura A. Sugg
Director

Janice D. Stoney
Director



Exhibit 31.1

SECTION 302 CERTIFICATION
I, Alan S. Armstrong, certify that:
1. I have reviewed this annual report on Form 16fKhe Williams Companies, Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dméttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedaregused such disclosure controls and procedortes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

(b) Designed such internal control over financialoripg, or caused such internal control over finaheeporting to be designed under
our supervision, to provide reasonable assuramzgdang the reliability of financial reporting attie preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntats report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any change in the regigts internal control over financial reportingattoccurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrant’s other certifying officer(s) alngiave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cordgx@r financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

(b) Any fraud, whether or not material, that involveanagement or other employees who have a signifiote in the registrant’s
internal control over financial reportin

Date: February 24, 2011

/sl Alan S. Armstrong

Alan S. Armstrong

President and Chief Executive Officer
(Principal Executive Officer’




Exhibit 31.2

SECTION 302 CERTIFICATION
I, Donald R. Chappel, certify that:
1. I have reviewed this annual report on Form 16fKhe Williams Companies, Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dméttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedaregused such disclosure controls and procedortes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

(b) Designed such internal control over financialoripg, or caused such internal control over finaheeporting to be designed under
our supervision, to provide reasonable assuramzgdang the reliability of financial reporting attie preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntats report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any change in the regigts internal control over financial reportingattoccurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrant’s other certifying officer(s) alngiave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cordgx@r financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

(b) Any fraud, whether or not material, that involveanagement or other employees who have a signifiote in the registrant’s
internal control over financial reportin

Date: February 24, 2011

/s/ Donald R. Chappe

Donald R. Chappe

Senior Vice President and Chief Financial Officer
(Principal Financial Officer)




Exhibit 32

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

In connection with the Annual Report of Thelli&@ins Companies, Inc. (the “Company”) on Form 1@eiKthe period ending
December 31, 2010, as filed with the SecuritiesExchange Commission on the date hereof (the “R8peach of the undersigned hereby
certifies, in his capacity as an officer of the Gramy, pursuant to 18 U.S.C. § 1350, as adoptediantdo § 906 of the Sarban@siey Act of
2002, that to his knowledge:

(1) The Report fully complies with the requirents of section 13(a) or 15(d) of the Securitirshange Act of 1934; and

(2) The information contained in the Repoitifgoresents, in all material respects, the finahcondition and results of operations of the
Company.

/s/ Alan S. Armstrong

Alan S. Armstrong

President and Chief Executive Offic
February 24, 201

/s/ Donald R. Chappel
Donald R. Chappe
Chief Financial Office
February 24, 201

A signed original of this written statement reqdit®y Section 906 has been provided to the Compady| be retained by the Company
and furnished to the Securities and Exchange Cosioni®r its staff upon request.

The foregoing certification is being furnished e Securities and Exchange Commission as an exbitsie Report and shall not be
considered filed as part of the Report.



Exhibit 99.1

Canmpan & CEO EXECUTVE COoMMITTER

NETHERLAND, SEWELL 5.4 {SocTy) Rams [

at F.A -ASSOGIATESE INC. PRESDENT & COO  J CARTEm HENSON. JB - HOUSTON

Hi Dusriy O SIMAIONS Dvaaa PauL SMTH - DALLAS

WORLDWIDE PETROLEUM CONSULTANTS EXECUTVE VP MURFPW 1 SPFUTWAN - Thal 1 AR
ENGINEERING » GEQOLDAY + GEQOPHYSICS « PETROPHYSICS 3 LancE Bwoem Tracatad J TELLA I - DalLas

February 15, 2011

Director of Reserves and Production Services
Williams Exploration & Production

One Williams Center, Suite 2600

Tulsa, Oklahoma 74172

Dear Sir or Madam:

In accordance with your request, we have auditecetimates prepared by Williams Production-Guldi&€&ompany, LP; Williams
Production Company, LLC; Williams Production RMTm@pany LLC; and Williams Production Ryan Gulch LL&blectively referred to
herein as “Williams”), as of December 31, 2010th&f proved reserves and future revenue to theaifiliinterest in certain oil and gas
properties located in the United States. It isungterstanding that the proved reserves estimategrsherein constitute approximately

93 percent of all proved reserves owned by Williawiie have examined the estimates with respecstrves quantities, reserves
categorization, future producing rates, futureragenue, and the present value of such futureavenue, using the definitions set forth in
U.S. Securities and Exchange Commission (SEC) RégulS-X Rule 4-10(a). The estimates of resernelsfature revenue have been
prepared in accordance with the definitions andejines of the SEC and, with the exception of tkedwsion of future income taxes, conform
to the FASB Accounting Standards Codification Topd2, Extractive Activities-Oil and Gas. We completed our audit on Februan204].
This report has been prepared for Williams’ usgliimg with the SEC; in our opinion the assumptipdata, methods, and procedures used in
the preparation of this report are appropriatestath purpose.

The following table sets forth Williams’ estimatesthe net reserves and future net revenue, agoémber 31, 2010, for the audited
properties:

Net Reserve Future Net Revenu®) (M$)
Condensat Gas® Present Wort
Category (MBBL) (MMCF) Total at 10%
Proved Develope 1,17: 2,343,47 5,160,15! 3,209,14:
Proved Undevelope 1,90¢ 1,607,53 1,987,99: 401,44
Total Provec 3,081 3,951,001 7,148,15I 3,610,58:

Totals may not add because of rounding.

(@) Future net revenue includes natural gas liquidsss
(@ Gas volumes have not been adjusted for fuel usagatoral gas liquids extractio

Condensate volumes are expressed in thousandsrefsb@BBL); a barrel is equivalent to 42 Unitetht®s gallons. Natural gas liquids
volumes are not included. Gas volumes are expréssedlions of cubic feet (MMCF) at standard temgieire and pressure bases.

When compared on a well-by-well basis, some oftftenates of Williams are greater and some ardlessthe estimates of Netherland,
Sewell & Associates, Inc. (NSAI). However, in oyimion the estimates of Williams’ proved reserved &uture revenue shown herein are, in
the aggregate, reasonable and have been prepaaedardance with the Standards Pertaining to tlienBsng and Auditing of Oil and Gas
Reserves Information promulgated by the Societyaifoleum Engineers (SPE Standards). Additiontigse estimates are within the
recommended 10 percent tolerance threshold sétifothe SPE Standards. We are satisfied with ththods

4500 THANKSGIVING TOWER + 1801 ELM STREET : DALLAS, TEXAS TS201-4754 « Pre 214-988-5401 » Fax: 214-589-5411 nsak@nsai-petro.com
1221 LAMAR STREET, SUITE 1200 - HOUSTON, TEXAS TF010-307Z « PH 713-654-4650 - Fax: 713-654-4851 netherandsewsll.com




METHERLAMD, SEWELL
'S & ASSOCIATES, INC.

and procedures used by Williams in preparing theebeber 31, 2010, estimates of reserves and futwenue, and we saw nothing of an
unusual nature that would cause us to take exceptih the estimates, in the aggregate, as pregarétilliams.

The estimates shown herein are for proved reseWiigams’ estimates do not include probable orgibke reserves that may exist for these
properties, nor do they include any value for ureli@yed acreage beyond those tracts for which prandéveloped reserves have been
estimated. Williams has included estimates of ptlawedeveloped reserves for certain locations teatrate positive future net revenue but
have negative present worth discounted at 10 pebamed on the constant prices and costs discussetisequent paragraphs of this letter.
These locations have been included based on thatop® declared intent to drill these wells, aglemced by Williams’ internal budget,
reserves estimates, and price forecast. Reserteggocaation conveys the relative degree of cetyaieserves subcategorization is based on
development and production status. The estimatessefves and future revenue included herein havbaen adjusted for risk.

Prices used by Williams are based on the 12-momifeighted arithmetic average of the first-day-a-thonth price for each month in the
period January through December 2010. For conderasat natural gas liquids volumes, the average Wesds Intermediate posted price of
$75.96 per barrel is adjusted by area for basferdifitials and by lease for quality, transportafees, and local price differentials. For gas
volumes, the prices used either are the fixed echprice or are based on the average Henry Hubpsige of $4.376 per MMBTU and are
adjusted by area for basis differentials and bgddar energy content, transportation fees, gathddes, fuel usage, shrinkage, and local |
differentials. The fixed contract gas price usefbighe Piceance Basin properties and is heldteohsintil contract expiration; at contract
expiration, the price is adjusted to the regiopaitprice, with adjustments, and held constantethiter. All other prices are held constant
throughout the lives of the properties. The averdjasted product prices weighted by productiorr ¢ve remaining lives of the properties
are $66.79 per barrel of condensate and $3.51M@&r of gas. This average gas price includes revéome natural gas liquids sales.

Lease and well operating costs used by Williamsased on historical operating expense recordsselbests include the per-well overhead
expenses allowed under joint operating agreemémtg avith estimates of costs to be incurred atlaeldw the district and field levels.
Headquarters general and administrative overhepenses of Williams are included to the extent thay are directly attributable to each of
the Williams Asset Areas. Lease and well operatiogts are held constant throughout the lives ofthdited properties. Williams’ estimates
of capital costs are included as required for weeks, new development wells, and production equignihe future capital costs are held
constant to the date of expenditure.

The reserves shown in this report are estimatgsamd should not be construed as exact quantRi@s.ed reserves are those quantities of oil
and gas which, by analysis of engineering and deonse data, can be estimated with reasonable wsrtai be economically producible.
Estimates of reserves may increase or decreasesaslaof market conditions, future operationsrales in regulations, or actual reservoir
performance. In addition to the primary economiuagptions discussed herein, estimates of WilliantsNSAI are based on certain
assumptions including, but not limited to, that pineperties will be developed consistent with cari@development plans, that the properties
will be operated in a prudent manner, that no gawental regulations or controls will be put in abat would impact the ability of

Williams to recover the reserves, and that projectiof future production will prove consistent watttual performance. If the reserves are
recovered, the revenues therefrom and the costiedethereto could be more or less than the esttha@nounts. Because of governmental
policies and uncertainties of supply and demarelsties rates, prices received for the reservds;@stis incurred in recovering such reserves
may vary from assumptions made while preparingdlessimates.

It should be understood that our audit does nostitoie a complete reserves study of the auditeainal gas properties. Our audit consisted
primarily of substantive testing, wherein we cortédca detailed review of major properties makin@dppercent of the present worth for the
total proved reserves. In the conduct of our awgithave not independently verified the accuracy @mpleteness of information and data
furnished by Williams
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with respect to ownership interests, oil and gaslipction, well test data, historical costs of ofieraand development, product prices, or any
agreements relating to current and future operatifrthe properties and sales of production. Howef/an the course of our examination
something came to our attention that brought intestjon the validity or sufficiency of any sucharhation or data, we did not rely on such
information or data until we had satisfactorilyal®d our questions relating thereto or had inddpatly verified such information or data.
Our audit did not include a review of Williams’ aa# reserves management processes and practices.

We used standard engineering and geoscience metira@lsombination of methods, including performraaoalysis, volumetric analysis, and
analogy, that we considered to be appropriate acdssary to establish the conclusions set fortsireAs in all aspects of oil and gas
evaluation, there are uncertainties inherent innt@pretation of engineering and geoscience datmgfore, our conclusions necessarily
represent only informed professional judgment.

Supporting data documenting this audit, along wéka provided by Williams, are on file in our officThe technical persons responsible for
conducting this audit meet the requirements regardualifications, independence, objectivity, andfaentiality set forth in the SPE
Standards. We are independent petroleum engirgeokgists, geophysicists, and petrophysicistsgavaot own an interest in these
properties nor are we employed on a contingensbasi

Sincerely,
NETHERLAND, SEWELL & ASSOCIATES,

INC.
Texas Registered Engineering Firm F-002699

By:
C.H. (Scott) Reesl lll, P.E
Chairman and Chief Executive Offict
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Dan Paul Smith, P.E. 490! John G. Hattner, P. G. 5!
Senior Vice Presidel Senior Vice Presidel
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Exhibit 99.2
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February 7, 2011

Director of Reserves and Production Services
Williams

One Williams Center

Suite 2600

Tulsa, Oklahoma 74172

Re: Audit of
Reserves and Future Net Reven
As of December 31, 201
Fruitland Coa— San Juan Basi
SEC Price Cas

Dear Sir or Madam:

At your request, Miller and Lents, Ltd. (MLperformed an audit of the estimates of proved weseof gas and the future net revenues
associated with these reserves that Williams Ptimlu€ompany, LLC (WPC) attributes to its net it&ts in properties located in New
Mexico and Colorado in the Fruitland Coal formatasof December 31, 2010. The audit report wasapeepfor the use of WPC in its annual
financial and reserves reporting and was completedanuary 31, 2011. WPC'’s estimates, shown belmin accordance with the
definitions contained in Securities and Exchangem@dssion (SEC) Regulation S-X, Rule 4-10(a) as showthe Appendix.

Reserves and Future Net Revenues as of December 3010

Future Net Revenues

Net Reserves Discounted at
Liquids, Gas, Undiscounted. 10% Per Year,
Reserves Categon MBBbils. MMcf M$ M$
Proved Develope 0 54,90¢ 85,72¢ 62,82¢
Proved Undevelope 0 0 0 0
Total Proved 0 54,90¢ 85,72¢ 62,82¢

We prepared independent estimates of 100 peofehe properties represented by the above prozgerves reported by WPC. Based on
our investigations and subject to the limitatioesatibed hereinafter, it is our judgment that (i) teserves estimation methods employed by
WPC were appropriate, and its classification ohsugserves was appropriate to the relevant SE@Quesefinitions, (2) its reserves
estimation processes were comprehensive and afisuff depth, (3) the data upon which WPC reliedensdequate and of sufficient quality,
and (4) the results of those estimates and projestare, in the aggregate, reasonable.

Two HousToM CENTEH * B08 FANMIN STREET, SuiTE 1300 « HousTomM, TEXxas 77010

TELEPHONE 713-851-9455 *+ TELEFAX 713-654-9814 - g-mail; mall@millerandlents_com
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WPC's reserves estimates were based on dexlive extrapolations, volumetric calculations,leges, or combinations of these methods
for each well, or reservoir. Reserves estimatas frolumetric calculations and from analogies aterofess certain than reserves estimates
based on well performance obtained over a periomhgluvhich a substantial portion of the reservesengoduced.

All reserves discussed herein are locatedimvitie Continental United States in the Fruitlarehformation in the San Juan Basin of New
Mexico and Colorado. Gas volumes for each propeese estimated at 14.73 pounds per square inclyreebase. Total gas reserves were
obtained by summing the reserves for all the intliai properties.

WPC represents that the future net revenyested herein were computed based on prices forugiéizing the 12-month average of the
first-day-of-the- month prices, and are in accoodawith SEC guidelines. WPC used a benchmark #4c@98 per MMBtu based on the El
Paso Natural Gas Co., San Juan Basin Index foeserves estimates. Price adjustments were madaabnproperty for gas Btu content and
gathering charges. The present value of futureeveinues was computed by discounting the futureaveinues at 10 percent per year.
Estimates of future net revenues and the preséu wd future net revenues are not intended andldhwt be interpreted to represent fair
market values for the estimated reserves.

In making its projections, WPC did not incluztist estimates for well abandonment and wellrsitéamation. WPC'’s estimates include no
adjustments for production prepayments, exchanggeagents, gas balancing, or similar arrangemengswiérte provided with no information
concerning these conditions, and we have madevastigations of these matters as such was beyenstctipe of this investigation.

In conducting this evaluation, we relied upaithout independent verification, WPC's represéntaof (1) ownership interests,
(2) production histories, (3) accounting and c@dtd(4) geological, geophysical, and engineeratg,dand (5) development schedules. These
data were accepted as represented and were catsajgpropriate for the purpose of the audit redarta lesser extent, nonproprietary data
existing in the files of Miller and Lents, Ltd., ddata obtained from commercial services were Usktlemployed all methods, procedures,
and assumptions considered necessary in utilineglata provided to prepare the report.

The evaluations presented in this report, Withexceptions of those parameters specified logrst reflect our informed judgments and are
subject to the inherent uncertainties associatéld wierpretation of geological, geophysical, andiaeering information. These uncertainties
include but are not limited to (1) the utilizatiohanalogous or indirect data and (2) the applicatf professional judgments. Government
policies and market conditions different from theseployed in this study may cause (1) the totahtjtyaof gas to be recovered, (2) actual
production rates, (3) prices received, or (4) ofiegeand capital costs to vary from those preseintehis report. At this time, MLL is not
aware of any regulations that would affect WPC'itgtio recover the estimated reserves.
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Director of Reserves and Production Services
Page .

Williams

Miller and Lents, Ltd. is an independent aitlayas consulting firm. No director, officer, oiykemployee of Miller and Lents, Ltd. has any
financial ownership in WPC. Our compensation fa thquired investigations and preparation of thgort is not contingent on the results
obtained and reported, and we have not perfornteear @ork that would affect our objectivity. Prodioct of this report was supervised by
Stephen M. Hamburg, P.E., an officer of the firmow$ a licensed Professional Engineer in the Sthieexas and is professionally qualified,
with more than 25 years of relevant experiencéhénestimation, assessment, and evaluation ohdilgas reserves.

If you have any questions regarding this eatidun, or if we can be of further assistance, meamtact us.
Very truly yours,

MILLER AND LENTS, LTD.
Texas Registered Engineering Firm No. F-1442

By/A?“‘*W

Stephen M. Hamburg, P.E
Senior Vice presiden

SMH/psh
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Reserves Definitions In Accordance With
Securities and Exchange Commission Regulation$

Reserves

Reserves are estimated remaining quantitied ahd gas and related substances anticipatbd economically producible, as of a given
date, by application of development projects tovikm@ccumulations. In addition, there must existhere must be a reasonable expectation
that there will exist, the legal right to produgeaarevenue interest in the production, installedhns of delivering oil and gas or related
substances to market, and all permits and finan@qggired to implement the project.

Reserves should not be assigned to adjacestviars isolated by major, potentially sealingilfg until those reservoirs are penetrated and
evaluated as economically producible. Reservesldhmmi be assigned to areas that are clearly seggbfitom a known accumulation by a non-
productive reservoir (i.e., absence of reservtiucsurally low reservoir, or negative test resul8uch areas may contain prospective
resources (i.e., potentially recoverable resouittas undiscovered accumulations).

Proved Oil and Gas Reserves

Proved oil and gas reserves are those quemtifioil and gas, which, by analysis of geosciemmbengineering data, can be estimated with
reasonable certainty to be economically producitfters a given date forward, from known reservoirs] ander existing economic
conditions, operating methods, and government agigmis—prior to the time at which contracts prorglihe right to operate expire, unless
evidence indicates that renewal is reasonablyiceregardless of whether deterministic or probistil methods are used for the estimation.
The project to extract the hydrocarbons must hawencenced or the operator must be reasonably céintirit will commence the project
within a reasonable time.

1. The area of the reservoir considered as proveddes!:
a. The area identified by drilling and limited by ftlucontacts, if any, an

b.  Adjacent undrilled portions of the reservbiat can, with reasonable certainty, be judgduktoontinuous with it and to contain
economically producible oil or gas on the basiawdilable geoscience and engineering ¢

2. Inthe absence of data on fluid contactsyea quantities in a reservoir are limited by thedst known hydrocarbons (LKH) as seen
in a well penetration unless geoscience, engingeonperformance data and reliable technologybéistees a lower contact with
reasonable certaint

3. Where direct observation from well penetrasi has defined a highest known oil (HKO) elevatod the potential exists for an
associated gas cap, proved oil reserves may hbgnaskin the structurally higher portions of theergsir only if geoscience,
engineering, or performance data and reliable t@ldgy establish the higher contact with reasonabtéainty.

4. Reserves which can be produced economittalhyigh application of improved recovery technig(iasluding, but not limited to,
fluid injection) are included in the proved clagstion when:

a.  Successful testing by a pilot project ireega of the reservoir with properties no more fabte than in the reservoir as a whole,
the operation of an installed program in the resierar an analogous reservoir, or other evidenéegusliable technology
establishes the reasonable certainty of the engigeanalysis on which the project or program wasdul; ant

b. The project has been approved for developmentimeakssary parties and entities, including govemta entities
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Existing economic conditions include prie@sl costs at which economic producibility from seroir is to be determined. The price
shall be the average price during the 12-monthogepiior to the ending date of the period covengthle report, determined as an
unweighted arithmetic average of the first-daytad-tnonth price for each month within such periadess prices are defined by
contractual arrangements, excluding escalationsdoagon future condition

Developed Oil and Gas Reserves

Developed oil and gas reserves are reservasyofategory that can be expected to be recovered:

1.

Through existing wells with existing equipmand operating methods or in which the cost efréguired equipment is relatively
minor compared to the cost of a new well; i

Through installed extraction equipment arfdaistructure operational at the time of the resgmstimate if the extraction is by means
not involving a well.

Undeveloped Oil and Gas Reserves

Undeveloped oil and gas reserves are resefasy category that are expected to be recoveosd hew wells on undrilled acreage, or
from existing wells where a relatively major expiaik is required for recompletion.

1.

Reserves on undrilled acreage shall bedinib those directly offsetting development spacirens that are reasonably certain of
production when drilled, unless evidence usingal#é technology exists that establishes reasomrablainty of economic
producibility at greater distance

Undrilled locations can be classified asihgwundeveloped reserves only if a development pbeen adopted indicating that they
are scheduled to be drilled within five years, salthe specific circumstances, justify a longeeti

Under no circumstances shall estimatesrideueloped reserves be attributable to any acfeagehich an application of fluid
injection or other improved recovery techniqueastemplated, unless such techniques have beendgeffective by actual projects
in the same reservoir or an analogous reservoiefised below, or by other evidence using reliagbthnology establishing
reasonable certaint

Analogous Reservoir

Analogous reservoirs, as used in resourcesasents, have similar rock and fluid propertieservoir conditions (depth, temperature,

and pressure) and drive mechanisms, but are tyypmba more advanced stage of development tharet@voir of interest and thus may
provide concepts to assist in the interpretatiomofe limited data and estimation of recovery. Whead to support proved reserves, an
“analogous reservoir” refers to a reservoir thatreh the following characteristics with the resarebinterest:

1. Same geological formation (but not necessarilyraspure communication with the reservoir of intgre
2. Same environment of depositic
3.  Similar geological structure; ar

4.  Same drive mechanist
Reservoir properties must, in aggregate, bemore favorable in the analog than in the reserbinterest.
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Probable Reserves

Probable reserves are those additional resdina¢ are less certain to be recovered than pneg=ives but which, together with proved
reserves, are as likely as not to be recovered.

1.

4.

When deterministic methods are used, isikaly as not that actual remaining quantitiesokered will exceed the sum of estimated
proved plus probable reserves. When probabiliséthods are used, there should be at least a 508almtity that the actual
guantities recovered will equal or exceed the pigules probable reserves estima

Probable reserves may be assigned to af@easservoir adjacent to proved reserves whera caitrol or interpretations of available
data are less certain, even if the interpretedvesecontinuity of structure or productivity doast meet the reasonable certainty
criterion. Probable reserves may be assigned @sdhat are structurally higher than the proved drthese areas are in
communication with the proved reserwvc

Probable reserves estimates also includmpat incremental quantities associated with agrepercentage recovery of the
hydrocarbons in place than assumed for provedvess

See also guidelines in Items 4 and 6 under PosRiederves

Possible Reserves

Possible reserves are those additional rese¢at are less certain to be recovered than plebaberves.

1.

When deterministic methods are used, tta tptantities ultimately recovered from a projeatd a low probability of exceeding
proved plus probable plus possible reserves. Whalmapilistic methods are used, there should beaat la 10% probability that the
total quantities ultimately recovered will equalexceed the proved plus probable plus possiblevesestimates

Possible reserves may be assigned to af@agservoir adjacent to probable reserves whata cbntrol and interpretations of
available data are progressively less certain.Uestly, this will be in areas where geoscienceengineering data are unable to
define clearly the area and vertical limits of coenaial production from the reservoir by a definedjgct.

Possible reserves also include incremeniahiities associated with a greater percentageveegof the hydrocarbons in place than
the recovery quantities assumed for probable rese

The proved plus probable and proved plubatste plus possible reserves estimates must be baseasonable alternative technical
and commercial interpretations within the reserenisubject project that are clearly documentecluting comparisons to results in
successful similar project

Possible reserves may be assigned whereigaos and engineering data identify directly agifagortions of a reservoir within the
same accumulation that may be separated from pranezs by faults with displacement less than faonahickness or other
geological discontinuities and that have not bemmeprated by a wellbore, and the registrant bedi¢hat such adjacent portions ar
communication with the known (proved) reservoirs§ible reserves may be assigned to areas tharactusally higher or lower
than the proved area if these areas are in comm@utimricwith the proved reservo

Pursuant to Item 3 under Proved Oil and Reserves, where direct observation has definedhaeht known oil (HKO) elevation and
the potential exists for an associated gas capgeproil reserves should be assigned in the straiégunigher portions of the reservoir
above the HKO only if the higher contact can balg&hed with reasonable certainty through reliadéhnology. Portions of the
reservoir that do not meet this reasonable ceytainitierion may be assigned as probable and pessibbr gas based on reservoir
fluid properties and pressure gradient interpretesti



Corporate Data

ANNUAL MEETING

Stockholders are invited to our annual
meeting at 11 a.m. Central Time on

May 19, 2011, in the presentation theater,
Williams Resource Center, One Williams
Center, Tulsa, Okla.

INTERNET
Company information is available
at www.williams.com.

INQUIRIES
To request additional materials, call
800-600-3782 or access our Web site.

Our investor relations group is available
to answer questions about Williams.

Call Sharna Reingold or David Sullivan
at 918-573-2078 or 918-573-9360,
respectively, or 800-600-3782. Direct
your written inquiries to investor relations
at our headquarters address below.

CORPORATE HEADQUARTERS
One Williams Center

Tulsa, OK 74172

Phone: 918-573-2000 or

toll-free, 800-WILLIAMS

WASHINGTON OFFICE
1627 Eye Street, N.W., Suite 900
Washington, D.C. 20006

TRANSFER AGENT AND REGISTRAR
Computershare Trust Company, N.A.
P.O. Box 43078

Providence, RI 02940-3078

Phone: 781-575-4706 or

toll-free, 800-884-4225

Hearing impaired: 800-952-9245
Internet: www.computershare.com

Send overnight mail to:
Computershare Trust Company, N.A.
250 Royall St.

Canton, MA 02021

Phone: 781-575-4706

Contact our transfer agent for information
on registered share accounts, dividend
payments or to receive information on our
Direct Stock Purchase Plan.

AUDITORS

Ernst & Young LLP
Box 1529

Tulsa, OK 74101

CERTIFICATIONS

We submitted the certification of

Steven J. Malcolm, our former Chairman
of the Board, Chief Executive Officer
and President, to the New York Stock
Exchange pursuant to NYSE Section
303A.12(a) on June 17, 2010.

We also filed with the Securities and
Exchange Commission on February 24,
2011, as Exhibits 31.1 and 31.2 to our
Annual Report on Form 10-K for the
year ended December 31, 2010, the
certificates of our Chief Executive Officer
and Chief Financial Officer as required by
Section 302 of the Sarbanes-Oxley Act
of 2002.

EQUAL OPPORTUNITY

The Company is an Equal Employment
Opportunity (EEO) employer and does not
discriminate in any employer/employee
relations based on race, color, religion,
sex, sexual orientation, national origin,
age, disability or veteran’s status.

CORPORATE RESPONSIBILITY
To view Williams’ corporate responsibility
report, go to www.williams.com.

Stockholder Information

WILLIAMS SECURITIES
Williams common stock (WMB) is listed
on the New York Stock Exchange.

The market value on Feb. 18, 2011,

was approximately $17.8 billion. On that
date, 10,032 shareholders of record held
586,207,919 shares of Williams common
stock. The company’s common stock in
2010 traded at an average daily volume
of 6.8 million shares.

WILLIAMS COMMON STOCK ACTIVITY
A dividend of eleven cents per share

was paid in all four quarters of 2009. A
dividend of eleven cents was paid in the
first quarter of 2010 and a dividend of
twelve and one-half cents was paid the
remaining three quarters of 2010.

WMB AVERAGE DAILY VOLUMES TRADED
(thousands of shares)

2007 2008

41234123412341234

WMB PRICE RANGES
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WILLIAMS DAILY PRICES
($/share)
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