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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
(Mark One)

b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended June 30, 2010
or

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission file number 1-4174
THE WILLIAMS COMPANIES, INC.
(Exact name of registrant as specified in its charter)

DELAWARE 73-0569878
(State or other jurisdiction of incorporation or (I.R.S. Employer Identification No.)
organization)
ONE WILLIAMS CENTER, TULSA, OKLAHOMA 74172
(Address of principal executive offices) (Zip Code)
Registrant s telephone number: (918) 573-2000
NO CHANGE

(Former name, former address and former fiscal year, if changed since last report.)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes p No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). b Yes o No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated
filer, or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller
reporting company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer p Accelerated filer o Non-accelerated filer o Smaller reporting
(Do not check if a smaller company o
reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act.)
Yes o No p
Indicate the number of shares outstanding of each of the issuer s classes of common stock, as of the latest
practicable date.
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Certain matters contained in this report include forward-looking statements within the meaning of Section 27A of
the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. These
forward-looking statements relate to anticipated financial performance, management s plans and objectives for future
operations, business prospects, outcome of regulatory proceedings, market conditions and other matters. We make
these forward-looking statements in reliance on the safe harbor protections provided under the Private Securities
Litigation Reform Act of 1995.

All statements, other than statements of historical facts, included in this report that address activities, events or
developments that we expect, believe or anticipate will exist or may occur in the future, are forward-looking
statements. Forward-looking statements can be identified by various forms of words such as anticipates,  believes,

seeks, could, may, should, continues, estimates, expects, forecasts, intends, might, goals, obj
potential,  projects, scheduled, will or other similar expressions. These forward-looking statements are based on
management s beliefs and assumptions and on information currently available to management and include, among
others, statements regarding:
Amounts and nature of future capital expenditures;
Expansion and growth of our business and operations;
Financial condition and liquidity;
Business strategy;
Estimates of proved gas and oil reserves;
Reserve potential;
Development drilling potential;
Cash flow from operations or results of operations;
Seasonality of certain business segments;
Natural gas and natural gas liquids prices and demand.
1
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Forward-looking statements are based on numerous assumptions, uncertainties and risks that could cause future
events or results to be materially different from those stated or implied in this report. Many of the factors that will
determine these results are beyond our ability to control or predict. Specific factors that could cause actual results to
differ from results contemplated by the forward-looking statements include, among others, the following:

Availability of supplies (including the uncertainties inherent in assessing, estimating, acquiring and developing
future natural gas reserves), market demand, volatility of prices, and the availability and cost of capital;
Inflation, interest rates, fluctuation in foreign exchange, and general economic conditions (including future
disruptions and volatility in the global credit markets and the impact of these events on our customers and
suppliers);

The strength and financial resources of our competitors;

Development of alternative energy sources;

The impact of operational and development hazards;

Costs of, changes in, or the results of laws, government regulations (including proposed climate change
legislation and/or potential additional regulation of drilling and completion of wells), environmental liabilities,
litigation, and rate proceedings;

Our costs and funding obligations for defined benefit pension plans and other postretirement benefit plans;
Changes in maintenance and construction costs;

Changes in the current geopolitical situation;

Our exposure to the credit risk of our customers;

Risks related to strategy and financing, including restrictions stemming from our debt agreements, future
changes in our credit ratings and the availability and cost of credit;

Risks associated with future weather conditions;

Acts of terrorism;

Additional risks described in our filings with the Securities and Exchange Commission.

Given the uncertainties and risk factors that could cause our actual results to differ materially from those contained
in any forward-looking statement, we caution investors not to unduly rely on our forward-looking statements. We
disclaim any obligations to and do not intend to update the above list or to announce publicly the result of any
revisions to any of the forward-looking statements to reflect future events or developments.

In addition to causing our actual results to differ, the factors listed above and referred to below may cause our
intentions to change from those statements of intention set forth in this report. Such changes in our intentions may also
cause our results to differ. We may change our intentions, at any time and without notice, based upon changes in such
factors, our assumptions, or otherwise.

Because forward-looking statements involve risks and uncertainties, we caution that there are important factors, in
addition to those listed above, that may cause actual results to differ materially from those contained in the
forward-looking statements. For a detailed discussion of those factors, see Part I, Item 1A. Risk Factors in our Annual
Report on Form 10-K for the year ended December 31, 2009, and Part II, Item 1A. Risk Factors of this Form 10-Q.

2
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The Williams Companies, Inc
Consolidated Statement of Operations

(Unaudited)
Three months
ended June 30,
(Millions, except per-share amounts) 2010 2009*
Revenues:
Williams Partners $ 1,367 $ 1,081
Exploration & Production 910 809
Other 262 170
Intercompany eliminations 247) (151)
Total revenues 2,292 1,909
Segment costs and expenses:
Costs and operating expenses 1,723 1,392
Selling, general, and administrative expenses 122 129
Other (income) expense net (13) )
Total segment costs and expenses 1,832 1,520
General corporate expenses 45 38
Operating income:
Williams Partners 319 269
Exploration & Production 82 110
Other 59 10
General corporate expenses 45) (38)
Total operating income 415 351
Interest accrued (154) (167)
Interest capitalized 13 22
Investing income (loss) 55 24
Early debt retirement costs
Other income (expense) net (D 1
Income from continuing operations before income
taxes 328 231
Provision for income taxes 104 80
Income from continuing operations 224 151
Income (loss) from discontinued operations 2) 18
Net income (loss) 222 169
Less: Net income (loss) attributable to noncontrolling
interests 37 27

$ 185 $ 142

Table of Contents

$

Six months
ended June 30,
2010 2009*
2,825 $ 2,038
2,078 1,785
540 328
(555) (320)
4,888 3,831
3,645 2,836
233 254
(13) 32
3,865 3,122
130 78
707 516
239 182
77 11
(130) (78)
893 631
(318) (329)
30 42
94 (37
(606)
3) (1
85 306
9 136
76 170
(225)
76 (55)
84 (25)
® 3 (30)
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Net income (loss) attributable to The Williams

Companies, Inc.

Amounts attributable to The Williams Companies, Inc.:

Income (loss) from continuing operations $ 187 $ 123 $ ®) $ 125
Income (loss) from discontinued operations ) 19 (155)
Net income (loss) $ 185 $ 142 $ (8 $ (30)
Basic earnings (loss) per common share:
Income (loss) from continuing operations $ 32 $ 21 $ (.01) $ 22
Income (loss) from discontinued operations .03 (.27)
Net income (loss) $ 32 $ 24 $ (.01 $ (.05)
Weighted-average shares (thousands) 584,414 580,726 584,173 580,114
Diluted earnings (loss) per common share:
Income (loss) from continuing operations $ 31 $ 21 $ (.01) $ 21
Income (loss) from discontinued operations .03 (.26)
Net income (loss) $ 31 $ 24 $ (.01 $ (.05)
Weighted-average shares (thousands) 592,498 588,780 584,173 587,999
Cash dividends declared per common share $ 125 $ A1 $ 235 $ 22
*  Recast as
discussed in
Note 2.
See accompanying notes.
3
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The Williams Companies, Inc.
Consolidated Balance Sheet
(Unaudited)

(Dollars in millions, except per-share amounts)
ASSETS
Current assets:
Cash and cash equivalents
Accounts and notes receivable (net of allowance of $15 at June 30, 2010 and $22
at December 31, 2009)
Inventories
Derivative assets
Other current assets and deferred charges

Total current assets

Investments
Property, plant, and equipment, at cost
Accumulated depreciation, depletion and amortization

Property, plant and equipment net
Derivative assets

Goodwill

Other assets and deferred charges

Total assets

LIABILITIES AND EQUITY
Current liabilities:

Accounts payable

Accrued liabilities

Derivative liabilities

Long-term debt due within one year

Total current liabilities

Long-term debt

Deferred income taxes

Derivative liabilities

Other liabilities and deferred income

Contingent liabilities and commitments (Note 12)

Equity:

Stockholders equity:

Common stock (960 million shares authorized at $1 par value; 619 million shares
issued at June 30, 2010 and 618 million shares issued at December 31, 2009)

Table of Contents

June 30,
2010

$ 1,601

722
279
546
211

3,359

881
28,497
(9,666)

18,831
309
1,011
556

$ 24,947

$ 806
838
315
160

2,119
8,358
3,724

251
1,469

619

$

$

December
31,
2009

1,867

829
222
650
225

3,793

886
27,625
(8,981)

18,644
444
1,011
502

25,280

934
948
578

17

2,477
8,259
3,656

428
1,441

618
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Capital in excess of par value 7,360 8,135
Retained earnings 758 903
Accumulated other comprehensive loss (63) (168)
Treasury stock, at cost (35 million shares of common stock) (1,041) (1,041)
Total stockholders equity 7,633 8,447
Noncontrolling interests in consolidated subsidiaries 1,393 572
Total equity 9,026 9,019
Total liabilities and equity $ 24,947 $ 25,280
See accompanying notes.
4
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(Millions)
Beginning balance
Comprehensive income:
Net income
Other comprehensive
income (loss), net of tax:
Net change in cash flow
hedges
Foreign currency translation
adjustments
Pension and other
postretirement benefits

Total other comprehensive
income (loss)

Total comprehensive
income

Cash dividends
stock
Dividends and distributions
to noncontrolling interests
Stock-based compensation,
net of tax

Issuance of common stock
from 5.5% debentures
conversion

Other

common

Ending balance

(Millions)
Beginning balance

Table of Contents
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The Williams Companies, Inc.
Consolidated Statement of Changes in Equity

(Unaudited)
Three months ended June 30,
2010
The The
Williams Williams
Companies, Noncontrolling
Inc. Interests Total Inc.
$7,573 $ 1,389 $ 8,962 $8,326
185 37 222 142
(42) 1 41) (158)
(29) (29) 32
5 5 5
(66) 1 (65) (121)
119 38 157 21
(73) (73) (64)
(34) (34)
13 13 13
28
1 1
$7,633 $ 1,393 $9,026 $8,324
Six months ended June 30,
2010
The The
Williams Williams
Companies, Noncontrolling
Inc. Interests Total Inc.
$ 8,447 $ 572 $9,019 $ 8,440

2009

Companies, Noncontrolling

Interests
$ 530

27

27

(32)

$ 529

2009

Companies, Noncontrolling

Interests
$ 614

Total
$ 8,856

169

(158)

32

(121)

48
(64)
(32)

13

$ 8,853

Total
$9,054

10
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Comprehensive income
(loss):

Net income (loss) (8) 84 76 (30) (25) (55)
Other comprehensive
income (loss), net of tax:
Net change in cash flow
hedges 105 3 108 35 35
Foreign currency translation
adjustments (10) (10) 19 19
Pension and other
postretirement benefits net 10 10 12 12
Total other comprehensive
income (loss) 105 3 108 4) 4
Total comprehensive
income (loss) 97 87 184 (34) (25) (59)
Cash dividends common
stock (137) (137) (128) (128)
Dividends and distributions
to noncontrolling interests (66) (66) (65) (65)
Stock-based compensation,
net of tax 25 25 18 18
Issuance of common stock
from 5.5% debentures
conversion 28 28
Change in Williams
Partners L.P. ownership
interest (Note 2) (800) 800
Other 1 1 5 5
Ending balance $7,633 $ 1,393 $9,026 $8,324 529 $ 8,853

See accompanying notes.

5
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The Williams Companies, Inc.
Consolidated Statement of Cash Flows

(Unaudited)

(Millions)
OPERATING ACTIVITIES:
Net income (loss)

Adjustments to reconcile to net cash provided by operating activities:

Depreciation, depletion, and amortization

Provision (benefit) for deferred income taxes

Provision for loss on investments, property and other assets
Provision for doubtful accounts and notes

Amortization of stock-based awards

Early debt retirement costs

Cash provided (used) by changes in current assets and liabilities:
Accounts and notes receivable

Inventories

Margin deposits and customer margin deposits payable

Other current assets and deferred charges

Accounts payable

Accrued liabilities

Changes in current and noncurrent derivative assets and liabilities
Other, including changes in noncurrent assets and liabilities

Net cash provided by operating activities

FINANCING ACTIVITIES:

Proceeds from long-term debt

Payments of long-term debt

Dividends paid

Dividends and distributions paid to noncontrolling interests
Payments for debt issuance costs

Premiums paid on early debt retirements

Changes in restricted cash

Changes in cash overdrafts

Other net

Net cash provided (used) by financing activities
INVESTING ACTIVITIES:

Capital expenditures*

Purchases of investments/advances to affiliates
Distribution from Gulfstream Natural Gas System, L.L.C.

Other net

Net cash used by investing activities

Table of Contents

2010

76

727
50
10
)
26

606

115
(37

(6)
(89)
(157)
(34)

1,297

3,749
(3,515)
(137)
(66)
(66)
(574)
M
(13)
(7

(630)

(940)
(20)

27

(933)

$

Six months ended June 30,
2009

(55)

726

(18)

341
51
25

244

(15)
(34)
(55)
(138)
29
27

1,134

595
€1y
(128)
(65)
(7

38
(61)

343

(1,077)
(129)

148
)

(1,063)

12
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Increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period $

* Increases to property, plant, and equipment $

Changes in related accounts payable and accrued liabilities

Capital expenditures $

See accompanying notes.
6

(266)
1,867

1,601

(898)
42)

(940)

414
1,439
$ 1,853
$  (904)
(173)
$ (1,077)

Table of Contents
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The Williams Companies, Inc.
Notes to Consolidated Financial Statements
(Unaudited)
Note 1. General

Our accompanying interim consolidated financial statements do not include all the notes in our annual financial
statements and, therefore, should be read in conjunction with the consolidated financial statements and notes thereto in
Exhibit 99.1 of our Form 8-K dated May 26, 2010. The accompanying unaudited financial statements include all
normal recurring adjustments that, in the opinion of our management, are necessary to present fairly our financial
position at June 30, 2010, results of operations and changes in equity for the three and six months ended June 30, 2010
and 2009 and cash flows for the six months ended June 30, 2010 and 2009.

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States requires management to make estimates and assumptions that affect the amounts reported in the consolidated
financial statements and accompanying notes. Actual results could differ from those estimates.

On February 17, 2010, we completed a strategic restructuring that involved contributing certain of our wholly and
partially owned subsidiaries to Williams Partners L.P. (WPZ), our consolidated master limited partnership, and
restructuring our debt (see Note 9). As discussed further in Note 2, we have revised our segment presentation as a
result of this strategic restructuring.

Goodwill

We perform interim assessments of goodwill if impairment triggering events or circumstances are present. One
such triggering event is a significant decline in forward natural gas prices. Forward natural gas prices as of June 30,
2010, have declined compared to those used in our prior year-end analysis. We have evaluated the impact of this
decline across all future production periods. Considering this and certain other factors, we determined that the impact
was not significant enough to warrant a full impairment review. It is reasonably possible that we may be required to
conduct an interim goodwill impairment evaluation during the remainder of 2010, which could result in a material
impairment of goodwill.

Note 2. Basis of Presentation
Strategic Restructuring

Our strategic restructuring completed during the first quarter of 2010 resulted in contributing businesses that were
in our previously reported Gas Pipeline and Midstream Gas & Liquids (Midstream) segments into our consolidated
master limited partnership, WPZ. The contributed Gas Pipeline businesses included 100 percent of Transcontinental
Gas Pipe Line Company, LLC (Transco), 65 percent of Northwest Pipeline GP (Northwest Pipeline), and 24.5 percent
of Gulfstream Natural Gas System, L.L.C. (Gulfstream). We also contributed our general and limited partner interests
in Williams Pipeline Partners L.P. (WMZ), which owns the remaining 35 percent of Northwest Pipeline. The
contributed Midstream businesses include significant, large-scale operations in the Rocky Mountain and Gulf Coast
regions, as well as a business in Pennsylvania s Marcellus Shale region, and various equity investments in domestic
processing and fractionation assets. Our remaining 25.5 percent ownership interest in Gulfstream and our Canadian,
Venezuelan, and olefins operations were excluded from the transaction. Additionally, our Exploration & Production
segment was not included in this transaction.

As a result of the restructuring, we have changed our segment reporting structure to align with the new parent-level
focus employed by our chief operating decision-maker considering the resource allocation and governance associated
with managing WPZ as a distinctly separate entity. Beginning first quarter 2010, our reportable segments are Williams
Partners, Exploration & Production, and Other.

William Partners consists of our consolidated master limited partnership WPZ, including the gas pipeline and
midstream businesses that were contributed as part of our previously described strategic restructuring. WPZ also
includes other significant midstream operations and investments in the Four Corners and Gulf Coast regions, as well
as a natural gas liquids (NGL) fractionator and storage facilities near Conway, Kansas.

7

Table of Contents 14



Edgar Filing: WILLIAMS COMPANIES INC - Form 10-Q

Table of Contents

Notes (Continued)

Exploration & Production includes natural gas development, production and gas management activities primarily
in the Rocky Mountain and Mid-Continent regions of the United States, development activities in the Eastern portion
of the United States and oil and natural gas interests in South America. The gas management activities include
procuring fuel and shrink gas for our midstream businesses and providing marketing to third parties, such as
producers. Additionally, gas management activities include the managing of various natural gas related contracts such
as transportation, storage and related hedges not utilized for our own production.

Other includes our Canadian midstream and domestic olefins operations, a 25.5 percent interest in Gulfstream, as
well as corporate operations.

Prior periods have been recast to reflect this revised segment presentation.

Master Limited Partnerships

Upon completing our strategic restructuring, we now own approximately 84 percent of the interests in WPZ,
including the interests of the general partner, which is wholly owned by us, and incentive distribution rights. Prior to
the restructuring, we owned approximately 23.6 percent of WPZ and consolidated it due to our control of the general
partner. The change in WPZ ownership between us and the noncontrolling interests has been accounted for as an
equity transaction, resulting in an $800 million decrease to capital in excess of par value and a corresponding increase
to noncontrolling interests in consolidated subsidiaries.

WPZ is expected to be self-funding and maintains separate lines of bank credit and cash management accounts.
Cash distributions from WPZ to us, including any associated with our incentive distribution rights, are expected to
occur through the normal partnership distributions from WPZ to all partners.

As of June 30, 2010, WPZ owns approximately 47.7 percent of the interests in WMZ, including the interests of the
general partner, which is wholly owned by WPZ, and incentive distribution rights. WPZ consolidates WMZ due to its
control through the general partner.

On May 24, 2010, WPZ and WMZ entered into a merger agreement (Merger Agreement) providing for the merger
of WMZ into WPZ (the Merger). The Merger and the Merger Agreement are described in detail in the Registration
Statement on Form S-4 initially filed by WPZ on June 9, 2010 and in WPZ s and WMZ s joint proxy
statement/prospectus dated July 15, 2010 that is being provided to holders of record of WMZ s units at the close of
business on July 15, 2010, who are the holders of WMZ s units who will be entitled to vote on the Merger at the
special meeting of WMZ s unitholders scheduled for August 31, 2010. If the Merger is approved at that meeting, it is
anticipated that the Merger will be consummated shortly thereafter, and all of WMZ s units not already held by WPZ
will be exchanged for WPZ units at an exchange ratio of 0.7584 of WPZ units for each WMZ unit. Assuming the
Merger is completed, WPZ will own a 100 percent interest in Northwest Pipeline GP and we will hold an approximate
80 percent interest in WPZ, comprised of an approximate 78 percent limited partner interest and all of WPZ s 2 percent
general partner interest.

Discontinued Operations

The accompanying consolidated financial statements and notes reflect the results of operations and financial
position of certain of our Venezuela operations and other former businesses as discontinued operations. (See Note 3.)

Unless indicated otherwise, the information in the Notes to Consolidated Financial Statements relates to our

continuing operations.
8
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Notes (Continued)
Note 3. Discontinued Operations
Summarized Results of Discontinued Operations

Three months ended Six months ended
June 30, June 30,
2010 2009 2010 2009
(Millions) (Millions)
Income (loss) from discontinued operations before
impairments, gain on deconsolidation and income taxes $ @ $ 18 $ 4 $ @84
Impairments (211)
Gain on deconsolidation 9 9
(Provision) benefit for income taxes ) 9) €)) 61
Income (loss) from discontinued operations $ @ $ 18 $ $ (225)
Income (loss) from discontinued operations:
Attributable to noncontrolling interests $ $ @ $ $ ((70)
Attributable to The Williams Companies, Inc. $ @ $ 19 $ $ (155)

Income (loss) from discontinued operations before impairments, gain on deconsolidation and income taxes for the
three months ended June 30, 2009, includes a $15 million gain related to our former coal operations.

Income (loss) from discontinued operations before impairments, gain on deconsolidation and income taxes for the
six months ended June 30, 2009, primarily includes losses from our discontinued Venezuela operations, including
$48 million of bad debt expense and a $30 million net charge related to the write-off of certain deferred charges and
credits. Offsetting these losses is the previously discussed $15 million gain related to our former coal operations.

Impairments for the six months ended June 30, 2009, reflects a $211 million impairment of our Venezuela
property, plant, and equipment. (See Note 10.)

(Provision) benefit for income taxes for the six months ended June 30, 2009, includes a $76 million benefit from
the reversal of deferred tax balances related to our discontinued Venezuela operations.

Note 4. Asset Sales, Impairments and Other Accruals

Other (income) expense  net within segment costs and expenses for the six months ending June 30, 2009 includes
Exploration & Production s $32 million of penalties from the early release of drilling rigs.

Additional Items

We completed a strategic restructuring transaction in the first quarter of 2010 that involved significant debt
issuances, retirements and amendments (see Note 9). We incurred significant costs related to these transactions, as
follows:

$606 million of early debt retirement costs consisting primarily of cash premiums of $574 million;

$41 million of other transaction costs reflected in general corporate expenses, of which $5 million is
attributable to noncontrolling interests;

$4 million of accelerated amortization of debt costs related to the amendments of credit facilities, reflected in
other income (expense) net below operating income.

In first-quarter 2009, considering the deteriorating circumstances in Venezuela, Other recorded a $75 million
impairment charge related to an other-than-temporary loss in value associated with our Venezuelan investment in
Accroven SRL (Accroven), which is reflected in loss from investments within investing income (loss) at Other. (See
Note 10.) In June 2010, we sold our 50 percent interest in

9
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Notes (Continued)
Accroven to Petréleos de Venezuela S.A. (PDVSA) for $107 million. Of this amount, $13 million was received in
cash at closing and is reflected as a gain within investing income (loss) at Other. Another $30 million is due on
July 31, 2010, and the remainder is due in six quarterly payments beginning October 31, 2010. We are currently
recognizing the resulting gain as cash is received. In connection with this sale, PDVSA also repaid Accroven s
outstanding debt balances directly to the lenders.

In addition, Exploration & Production recorded an $11 million impairment related to a Venezuelan cost-based
investment in first-quarter 2009, which is included within investing income (loss). (See Note 10.)

In second-quarter 2009, Exploration & Production recognized $11 million of income related to the recovery of
certain royalty overpayments from prior periods, which is reflected within revenues.
Note 5. Provision for Income Taxes

The provision for income taxes from continuing operations includes:

Three months ended Six months ended
June 30, June 30,
2010 2009 2010 2009
(Millions) (Millions)
Current:
Federal $ 70 $ 44 $ 45 $ 56
State 5 5 9) 7
Foreign 8 10 13 14
83 59 41 77
Deferred:
Federal 15 23 39 57
State 3 3 6 7
Foreign 3 5 5 5
21 21 50 59
Total provision $ 104 $ 80 $ 9 $ 136

The effective income tax rate on the total provision for the three months ended June 30, 2010, is less than the
federal statutory rate primarily due to the impact of nontaxable noncontrolling interests partially offset by the effect of
state income taxes. The effective income tax rate on the total provision for the three months ended June 30, 20009, is
approximately equal to the federal statutory rate due primarily to offsetting impacts of state income taxes reduced by
nontaxable noncontrolling interests.

The effective income tax rate on the total provision for the six months ended June 30, 2010, is less than the federal
statutory rate primarily due to the impact of nontaxable noncontrolling interests, partially offset by the reduction of tax
benefits on the Medicare Part D federal subsidy due to enacted healthcare legislation. The effective income tax rate on
the total provision for the six months ended June 30, 2009, is greater than the federal statutory rate primarily due to
the effect of state income taxes and the limitation of tax benefits associated with impairments of certain Venezuelan
investments (see Note 4), partially offset by the impact of nontaxable noncontrolling interests.

During the next 12 months, we cannot predict with certainty whether we will achieve ultimate resolution of any
uncertain tax position associated with a domestic or international matter that will result in a significant increase or
decrease of our unrecognized tax benefit. However, certain matters we have contested to the Internal Revenue Service
Appeals Division could be resolved and result in a reduction to our unrecognized tax benefit.

10
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Notes (Continued)

Note 6. Earnings (Loss) Per Common Share from Continuing Operations

Three months ended

June 30,

2010

2009

Six months ended

June 30,

2010

(Dollars in millions, except per-share

Income (loss) from continuing operations attributable
to The Williams Companies, Inc. available to
common stockholders for basic and diluted earnings

(loss) per common share (1) $ 187
Basic weighted-average shares 584,414
Effect of dilutive securities:

Nonvested restricted stock units 2,826
Stock options 3,022
Convertible debentures 2,236
Diluted weighted-average shares 592,498

Earnings (loss) per common share from continuing

operations:

Basic $ 32
Diluted $ 31

(1) The three-month
period ended
June 30, 2010
includes
$0.2 million and
the three- and
six-month
periods ended
June 30, 2009,
includes
$0.4 million and
$0.8 million,
respectively, of
interest expense,
net of tax,
associated with
our convertible
debentures. This
amount has
been added back
to income
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(loss) from
continuing
operations
attributable to
The Williams
Companies, Inc.
available to
common
stockholders to
calculate diluted
earnings per
common share.

For the six months ended June 30, 2010, 3.0 million weighted-average nonvested restricted stock units and
3.1 million weighted-average stock options have been excluded from the computation of diluted earnings per common
share as their inclusion would be antidilutive due to our loss from continuing operations attributable to The Williams
Companies, Inc.

Additionally, for the six months ended June 30, 2010, 2.2 million weighted-average shares related to the assumed
conversion of our convertible debentures, as well as the related interest, net of tax, have been excluded from the
computation of diluted earnings per common share. Inclusion of these shares would have an antidilutive effect on the
diluted earnings per common share. We estimate that if income (loss) from continuing operations attributable to The
Williams Companies, Inc. available to common stockholders was $109 million of income for the six months ended
June 30, 2010, then these shares would become dilutive.

The table below includes information related to stock options that were outstanding at June 30 of each respective
year but have been excluded from the computation of weighted-average stock options due to the option exercise price
exceeding the second quarter weighted-average market price of our common shares.

June 30,
2010 2009
Options excluded (millions) 33 6.7
Weighted-average exercise price of options excluded $ 29.44 $ 25.60
Exercise price ranges of options excluded $ 21.55 - $40.51 $ 15.71 - $42.29
Second quarter weighted-average market price $ 21.54 $ 14.95

11
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Note 7. Employee Benefit Plans

Net periodic benefit expense is as follows:

Pension Benefits

Three months Six months
ended June 30, ended June 30,
2010 2009 2010 2009
(Millions)
Components of net periodic pension expense:
Service cost $ 10 $ 9 $ 18 $ 16
Interest cost 16 16 32 31
Expected return on plan assets (17 (16) 35 (30)
Amortization of prior service cost 1 1
Amortization of net actuarial loss 8 10 17 21
Net periodic pension expense $ 17 $ 20 $ 32 $ 39

Other Postretirement Benefits

Three months Six months
ended June 30, ended June 30,
2010 2009 2010 2009
(Millions)
Components of net periodic other postretirement benefit
expense:
Service cost $ $ 1 $ 1 $ 1
Interest cost 4 4
Expected return on plan assets ) 2) 5 €))
Amortization of prior service credit 4 3) (7 5
Amortization of net actuarial loss 1 1 1
Amortization of regulatory asset 1 1 1
Net periodic other postretirement benefit expense (income) $ $ 1 $ $ 3

During the six months ended June 30, 2010, we contributed $31 million to our pension plans and $8 million to our
other postretirement benefit plans. We presently anticipate making additional contributions of approximately
$30 million to our pension plans and approximately $8 million to our other postretirement benefit plans in the
remainder of 2010.
Note 8. Inventories

June December
30, 31,
2010 2009
(Millions)
Natural gas liquids and olefins $ 70 $ 70
Natural gas in underground storage 87 47
Materials, supplies, and other 122 105
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Note 9. Debt and Banking Arrangements
Revolving Credit and Letter of Credit Facilities (Credit Facilities)
At June 30, 2010, no loans are outstanding under our credit facilities. Letters of credit issued under our credit
facilities are:

Credit Letters of Credit
Facilities at
Expiration June 30, 2010
(Millions)
$700 million unsecured credit facilities October 2010 $ 133
$900 million unsecured credit facility May 2012 27
February
$1.75 billion Williams Partners L.P. unsecured credit facility 2013
$ 160

As part of our strategic restructuring (see Note 2), WPZ entered into a new $1.75 billion three-year senior
unsecured revolving credit facility with Transco and Northwest Pipeline as co-borrowers. This credit facility replaced
an unsecured $450 million credit facility, comprised of a $200 million revolving credit facility and a $250 million
term loan which was terminated as part of the restructuring. At the closing, WPZ utilized $250 million of the credit
facility to repay the outstanding term loan. As of June 30, 2010, no loans are outstanding under the credit facility. The
credit facility expires February 15, 2013, and may, under certain conditions, be increased by up to an additional
$250 million. The full amount of the credit facility is available to WPZ to the extent not otherwise utilized by Transco
and Northwest Pipeline. Transco and Northwest Pipeline each have access to borrow up to $400 million under the
credit facility to the extent not otherwise utilized by WPZ. Each time funds are borrowed, the borrower may choose
from two methods of calculating interest: a fluctuating base rate equal to Citibank N.A s adjusted base rate plus an
applicable margin, or a periodic fixed rate equal to LIBOR plus an applicable margin. WPZ is required to pay a
commitment fee (currently 0.5 percent) based on the unused portion of the credit facility. The applicable margin and
the commitment fee are based on the specific borrower s senior unsecured long-term debt ratings. The credit facility
contains various covenants that limit, among other things, a borrower s and its respective subsidiaries ability to incur
indebtedness, grant certain liens supporting indebtedness, merge or consolidate, sell all or substantially all of its
assets, enter into certain affiliate transactions, make certain distributions during an event of default, and allow any
material change in the nature of its business. Significant financial covenants under the credit facility include:

WPZ ratio of debt to EBITDA (each as defined in the credit facility) must be no greater than 5 to 1.

The ratio of debt to capitalization (defined as net worth plus debt) must be no greater than 55 percent for

Transco and Northwest Pipeline.
Each of the above ratios are tested at the end of each fiscal quarter, and the debt to EBITDA ratio is measured on a
rolling four-quarter basis (with the first full year measured on an annualized basis). At June 30, 2010, we are in
compliance with these financial covenants.

The credit facility includes customary events of default. If an event of default with respect to a borrower occurs
under the credit facility, the lenders will be able to terminate the commitments for all borrowers and accelerate the
maturity of the loans of the defaulting borrower under the credit facility and exercise other rights and remedies.

As WPZ will be funding projects for its midstream and gas pipeline businesses, we reduced our $1.5 billion
unsecured credit facility that expires May 2012 to $900 million and removed Transco and Northwest Pipeline as
borrowers.

13
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In second-quarter 2010, there were no changes to our $700 million unsecured credit facilities, which mature in
October 2010, or to our unsecured credit facility used to facilitate our natural gas production hedging, which was due
to expire in December 2013. In July 2010, the term of our facility expiring in December 2013 was extended to
December 2015.

Issuances and Retirements
In connection with the restructuring, WPZ issued $3.5 billion face value of senior unsecured notes as follows:

(Millions)
3.80% Senior Notes due 2015 $ 750
5.25% Senior Notes due 2020 1,500
6.30% Senior Notes due 2040 1,250
Total $ 3,500

Prior to the issuance of this debt, WPZ entered into forward starting interest rate swaps to hedge against variability
in interest rates on a portion of the anticipated debt issuance. Upon the issuance of the debt, these instruments were
terminated, which resulted in a payment of $7 million. This amount has been recorded in accumulated other
comprehensive loss and is being amortized over the term of the related debt.

As part of the issuance of the $3.5 billion unsecured notes, WPZ entered into registration rights agreements with
the initial purchasers of the notes. An offer to exchange these unregistered notes for substantially identical new notes
that are registered under the Securities Act of 1933, as amended, was commenced in June 2010 and completed in
July 2010.

With the debt proceeds discussed above, we retired $3 billion of debt and paid $574 million in related premiums.
The $3 billion of aggregate principal corporate debt retired includes:

(Millions)
7.125% Notes due 2011 $ 429
8.125% Notes due 2012 602
7.625% Notes due 2019 668
8.75% Senior Notes due 2020 586
7.875% Notes due 2021 179
7.70% Debentures due 2027 98
7.50% Debentures due 2031 163
7.75% Notes due 2031 111
8.75% Notes due 2032 164
Total $ 3,000

As aresult of the changes in debt noted above, the weighted-average interest rate for unsecured fixed rate notes
decreased from 7.7 percent at December 31, 2009 to 6.6 percent at June 30, 2010.
Note 10. Fair Value Measurements

Fair value is the amount received to sell an asset or the amount paid to transfer a liability in an orderly transaction
between market participants (an exit price) at the measurement date. Fair value is a market-based measurement
considered from the perspective of a market participant. We use market data or assumptions that we believe market
participants would use in pricing the asset or liability, including assumptions about risk and the risks inherent in the
inputs to the valuation. These inputs can be readily observable, market corroborated, or unobservable. We apply both
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market and income approaches for recurring fair value measurements using the best available information while
utilizing valuation techniques that maximize the use of observable inputs and minimize the use of unobservable
inputs.
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The fair value hierarchy prioritizes the inputs used to measure fair value, giving the highest priority to quoted
prices in active markets for identical assets or liabilities (Level 1 measurement) and the lowest priority to
unobservable inputs (Level 3 measurement). We classify fair value balances based on the observability of those
inputs. The three levels of the fair value hierarchy are as follows:

Level 1 Quoted prices for identical assets or liabilities in active markets that we have the ability to access.
Active markets are those in which transactions for the asset or liability occur in sufficient frequency and
volume to provide pricing information on an ongoing basis. Our Level 1 measurements primarily consist of
financial instruments that are exchange traded.

Level 2 Inputs are other than quoted prices in active markets included in Level 1, that are either directly or
indirectly observable. These inputs are either directly observable in the marketplace or indirectly observable
through corroboration with market data for substantially the full contractual term of the asset or liability being
measured. Our Level 2 measurements primarily consist of over-the-counter (OTC) instruments such as
forwards, swaps, and options.

Level 3 Inputs that are not observable for which there is little, if any, market activity for the asset or liability
being measured. These inputs reflect management s best estimate of the assumptions market participants would
use in determining fair value. Our Level 3 measurements consist of instruments that are valued utilizing
unobservable pricing inputs that are significant to the overall fair value.

In valuing certain contracts, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. For disclosure purposes, assets and liabilities are classified in their entirety in the fair value hierarchy level
based on the lowest level of input that is significant to the overall fair value measurement. Our assessment of the
significance of a particular input to the fair value measurement requires judgment and may affect the placement within
the fair value hierarchy levels.

The following table presents, by level within the fair value hierarchy, our assets and liabilities that are measured at
fair value on a recurring basis.

June 30, 2010 December 31, 2009
Level Level Level Level
1 2 Level 3 Total 1 2 Level 3 Total
(Millions) (Millions)
Assets:
Energy derivatives $ 158 $ 681 $ 16 $ 85 $ 178 § 911 § 5  $1,094
ARO Trust
Investments (see Note
11) 33 33 22 22
Total assets $ 191 $ $681 $ 16 $ 888 $ 200 $ 911 $ 5 $1,116
Liabilities:
Energy derivatives $ 143 § 421 $ 2 $ 566 $ 177 $ 8206 $ 3 $1,006
Total liabilities $ 143 $ 421 $ 2 $ 566 $ 177 $ 826 $ 3 $ 1,006

Energy derivatives include commodity based exchange-traded contracts and OTC contracts. Exchange-traded
contracts include futures, swaps, and options. OTC contracts include forwards, swaps and options.

Many contracts have bid and ask prices that can be observed in the market. Our policy is to use a mid-market
pricing (the mid-point price between bid and ask prices) convention to value individual positions and then adjust on a
portfolio level to a point within the bid and ask range that represents our best estimate of fair value. For offsetting
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positions by location, the mid-market price is used to measure both the long and short positions.
The determination of fair value for our assets and liabilities also incorporates the time value of money and various
credit risk factors which can include the credit standing of the counterparties involved, master netting
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arrangements, the impact of credit enhancements (such as cash collateral posted and letters of credit) and our
nonperformance risk on our liabilities. The determination of the fair value of our liabilities does not consider noncash
collateral credit enhancements.

Exchange-traded contracts include New York Mercantile Exchange and Intercontinental Exchange contracts and
are valued based on quoted prices in these active markets and are classified within Level 1.

Forward, swap, and option contracts included in Level 2 are valued using an income approach including present
value techniques and option pricing models. Option contracts, which hedge future sales of production from our
Exploration & Production segment, are structured as costless collars and are financially settled. They are valued using
an industry standard Black-Scholes option pricing model. Significant inputs into our Level 2 valuations include
commodity prices, implied volatility by location, and interest rates, as well as considering executed transactions or
broker quotes corroborated by other market data. These broker quotes are based on observable market prices at which
transactions could currently be executed. In certain instances where these inputs are not observable for all periods,
relationships of observable market data and historical observations are used as a means to estimate fair value. Where
observable inputs are available for substantially the full term of the asset or liability, the instrument is categorized in
Level 2.

Our derivatives portfolio is largely comprised of exchange-traded products or like products and the tenure of our
derivatives portfolio is relatively short with more than 99 percent of the value of our derivatives portfolio expiring in
the next 36 months. Due to the nature of the products and tenure, we are consistently able to obtain market pricing. All
pricing is reviewed on a daily basis and is formally validated with broker quotes and documented on a monthly basis.

Certain instruments trade in less active markets with lower availability of pricing information. These instruments
are valued with a present value technique using inputs that may not be readily observable or corroborated by other
market data. These instruments are classified within Level 3 when these inputs have a significant impact on the
measurement of fair value. The instruments included in Level 3 at June 30, 2010, consist of NGL swaps and forward
contracts for our midstream businesses, including those in our Williams Partners segment, as well as natural gas index
transactions that are used to manage the physical requirements of our Exploration & Production segment.

Reclassifications of fair value between Level 1, Level 2, and Level 3 of the fair value hierarchy, if applicable, are
made at the end of each quarter. No significant transfers in or out of Level 1 and Level 2 occurred during the period
ended June 30, 2010. During the third quarter of 2009, certain Exploration & Production options which hedge future
sales of production were transferred from Level 3 to Level 2. These options were originally included in Level 3
because a significant input to the model, implied volatility by location, was considered unobservable. Due to increased
transparency, this input was considered observable, and we transferred these options to Level 2.
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The following tables present a reconciliation of changes in the fair value of our net energy derivatives and other

assets classified as Level 3 in the fair value hierarchy.

Level 3 Fair Value Measurements Using Significant Unobservable Inputs

Beginning balance

Realized and unrealized gains (losses):
Included in income from continuing operations
Included in other comprehensive income (loss)
Purchases, issuances, and settlements
Transfers into Level 3

Transfers out of Level 3

Ending balance

Unrealized gains (losses) included in income from

continuing operations relating to instruments still held at

June 30

Beginning balance

Realized and unrealized gains (losses):
Included in income from continuing operations
Included in other comprehensive income (loss)
Purchases, issuances, and settlements
Transfers into Level 3

Transfers out of Level 3

Ending balance

Unrealized gains (losses) included in income from

continuing operations relating to instruments still held at

June 30

Three months ended June 30,

2010 2009
Net Net
Energy Other Energy Other
Derivatives Assets Derivatives Assets
(Millions)
$ 5 $ $ 639 $ 7
(D 182
11 (229)
(1) (179) (7
$ 14 $ $ 413 $
$ (D) $ $ 4 $

Six months ended June 30,

2010 2009
Net Net
Energy Other Energy Other
Derivatives Assets Derivatives Assets
(Millions)
$ 2 $ $ 507 $ 7
(D) 319
15 (96)
(2) (317) (7
$ 14 $ $ 413 $
$ (D) $ $ 3 $

Realized and unrealized gains (losses) included in income from continuing operations for the above periods are
reported in revenues in our Consolidated Statement of Operations.
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The following table presents impairments associated with certain assets that have been measured at fair value on a
nonrecurring basis within Level 3 of the fair value hierarchy. Certain of these items have been reported within
discontinued operations.

Total losses for Total losses for
three months ended six months ended
June 30, June 30,
2010 2009 2010 2009
(Millions) (Millions)
Impairments:
Venezuelan property Discontinued Operations $ $ $ $ 211(a)
Investment in Accroven Other 75(b)
Cost-based investment Exploration & Production 11(c)
$ $ $ $ 297

(a) Fair value measured
at March 31, 2009,
was $106 million.
This value was based
on our estimates of
probability-weighted
discounted cash flows
that considered
(1) the continued
operation of the
assets considering
different scenarios of
outcome, (2) the
purchase of the assets
by PDVSA, (3) the
results of arbitration
with varying degrees
of award and
collection, and (4) an
after-tax discount rate
of 20 percent.

(b) Fair value measured
at March 31, 2009,
was zero. This value
was determined based
ona
probability-weighted
discounted cash flow
analysis that
considered the
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deteriorating
circumstances in
Venezuela.

(c¢) Fair value measured
at March 31, 2009,
was zero. This value
was based on an
other-than-temporary
decline in the value of
our investment
considering the
deteriorating financial
condition of a
Venezuelan
corporation in which
Exploration &
Production has a 4
percent interest.

Note 11. Financial Instruments, Derivatives, Guarantees and Concentration of Credit Risk

Financial Instruments

Fair-value methods

We use the following methods and assumptions in estimating our fair-value disclosures for financial instruments:

Cash and cash equivalents and restricted cash: The carrying amounts reported in the Consolidated Balance Sheet
approximate fair value due to the short-term maturity of these instruments. Current and noncurrent restricted cash is
included in other current assets and deferred charges and other assets and deferred charges, respectively, in the
Consolidated Balance Sheet.

ARO Trust Investments: Our Transco subsidiary deposits a portion of its collected rates, pursuant to its 2008 rate
case settlement, into an external trust specifically designated to fund future asset retirement obligations (ARO Trust).
The ARO Trust invests in a portfolio of mutual funds that are reported at fair value in other assets and deferred
charges in the Consolidated Balance Sheet and are classified as available-for-sale. However, both realized and
unrealized gains and losses are ultimately recorded as regulatory assets or liabilities.

Long-term debt: The fair value of our publicly traded long-term debt is determined using indicative period-end
traded bond market prices. Private debt is valued based on market rates and the prices of similar securities with similar
terms and credit ratings. At June 30, 2010 and December 31, 2009, approximately 59 percent and 97 percent,
respectively, of our long-term debt was publicly traded. (See Note 9.)

Guarantees: The guarantees represented in the following table consist primarily of guarantees we have provided in
the event of nonpayment by our previously owned communications subsidiary, Williams Communications Group
(WilTel), on certain lease performance obligations. To estimate the fair value of the guarantees, the estimated default
rate is determined by obtaining the average cumulative issuer-weighted corporate default rate for each
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guarantee based on the credit rating of WilTel s current owner and the term of the underlying obligation. The default
rates are published by Moody s Investors Service. Guarantees, if recognized, are included in accrued liabilities in the
Consolidated Balance Sheet.

Other: Includes current and noncurrent notes receivable, margin deposits, customer margin deposits payable, and
cost-based investments.

Energy derivatives: Energy derivatives include futures, forwards, swaps, and options. These are carried at fair
value in the Consolidated Balance Sheet. See Note 10 for discussion of valuation of our energy derivatives.
Carrying amounts and fair values of our financial instruments

June 30, 2010 December 31, 2009
Carrying Carrying
Asset (Liability) Amount Fair Value Amount Fair Value
(Millions)
Cash and cash equivalents $ 1,601 $ 1,601 $ 1,867 $ 1,867
Restricted cash (current and noncurrent) $ 29 $ 29 $ 28 $ 28
ARO Trust Investments $ 33 $ 33 $ 22 $ 22
Long-term debt, including current portion (a) $(8,514) $(9,168) $(8,273) $(9,142)
Guarantees $ 36 $ (4 $ (36) $ (33
Other $ 29 $ @B $ (23 $ (250
Net energy derivatives:
Energy commodity cash flow hedges $ 332 $ 332 $ 178 $ 178
Other energy derivatives $ 43 $