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If this form is filed to register additional securities for an offering
pursuant to Rule 462 (b) under the Securities Act, check the following box and
list the Securities Act registration statement number of the earlier effective
registration statement for the same offering. [ ]

If this form is a post-effective amendment filed pursuant to Rule 462 (d)
under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement
for the same offering. [ ]

PROPOSED MAXIMUM PROPOSED MAXIMUM
TITLE OF EACH CLASS OF AMOUNT TO BE OFFERING PRICE PER AGGREGATE OFFERING
SECURITIES TO BE REGISTERED REGISTERED NOTE (1) PRICE (1) R
8.125% Notes due March 15,
2002 e e e e e e e e $650,000,000 100% $650,000,000
8.750% Notes due March 15,
2032 . i e e e e e e $850,000,000 100% $850,000,000
Total. ittt ettt eeeeeeennn $1,500,000,000 $1,500,000,000

(1) Estimated solely for the purpose of calculating the registration fee in
accordance with Rule 457 (f) promulgated under the Securities Act of 1933, as
amended.

(2) Fee previously paid.

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR
DATES AS MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL
FILE A FURTHER AMENDMENT WHICH SPECIFICALLY STATES THAT THIS REGISTRATION
STATEMENT SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8 (a) OF
THE SECURITIES ACT OF 1933 OR UNTIL THE REGISTRATION STATEMENT SHALL BECOME
EFFECTIVE ON SUCH DATE AS THE COMMISSION, ACTING PURSUANT TO SAID SECTION 8(a),
MAY DETERMINE.

THE INFORMATION CONTAINED IN THIS PROSPECTUS IS NOT COMPLETE AND MAY BE CHANGED.
WE MAY NOT EXCHANGE THE OUTSTANDING SECURITIES UNTIL THE REGISTRATION STATEMENT
FILED WITH THE SECURITIES AND EXCHANGE COMMISSION IS EFFECTIVE. THIS PROSPECTUS
IS NOT AN OFFER TO SELL THE NEW SECURITIES AND IT IS NOT SOLICITING AN OFFER TO
BUY THE NEW SECURITIES IN ANY STATE WHERE THE OFFER OR SALE IS NOT PERMITTED.

SUBJECT TO COMPLETION, DATED MAY 1, 2003

THE WILLIAMS COMPANIES, INC.
OFFER TO EXCHANGE
UP TO $650,000,000
OF
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8.125% NOTES DUE MARCH 15, 2012,
THAT HAVE BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933

FOR ANY AND ALL OUTSTANDING
8.125% NOTES DUE MARCH 15, 2012
AND
UP TO $850,000,000
OF
8.750% NOTES DUE MARCH 15, 2032,
THAT HAVE BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933

FOR ANY AND ALL OUTSTANDING
8.750% NOTES DUE MARCH 15, 2032

THE NEW SECURITIES ISSUED BY WILLIAMS:

— The terms of the new 8.125% notes and the new 8.750% notes are substantially
the same in all material respects as the terms of the outstanding 8.125% notes
and the outstanding 8.750% notes, respectively, except that the transfer
restrictions, registration rights and additional interest provisions relating
to the outstanding 8.125% notes and the outstanding 8.750% notes do not apply
to the new 8.125% notes and the new 8.750% notes. We will issue up to $650.0
million aggregate principal amount of new 8.125% notes and up to $850.0
million aggregate principal amount of new 8.750% notes.

THE EXCHANGE OFFER:

- Expiration: 5:00 p.m., New York City time, on June -- , 2003, unless we
extend the expiration date.

— Conditions: The exchange offer is not conditioned upon any aggregate
principal amount of outstanding 8.125% notes or outstanding 8.750% notes being
tendered.

— Tendered Securities: All outstanding 8.125% notes and outstanding 8.750%
notes that are validly tendered and not validly withdrawn will be exchanged
for an equal principal amount of new 8.125% notes or new 8.750% notes that are
registered under the Securities Act of 1933. If you fail to tender your
outstanding 8.125% notes and outstanding 8.750% notes, you will continue to
hold unregistered securities, and your ability to transfer them could be
adversely affected. The outstanding 8.125% notes and the outstanding 8.750%
notes currently bear interest at a rate equal to 8.625% and 9.250%,
respectively, pursuant to the terms of the Registration Rights Agreement,
which provides for such increase in the interest rate payable on the
outstanding notes until the completion of the exchange offer. Upon the
completion of the exchange offer, outstanding notes eligible for tender in the
exchange offer and not validly tendered for exchange and the new 8.125% notes
and the new 8.750% notes to be issued in the exchange offer will bear interest
at a rate equal to 8.125% and 8.750%, respectively.

— Withdrawal: Tenders of outstanding 8.125% notes and outstanding 8.750% notes
may be withdrawn at any time prior to the expiration of the exchange offer.

- Tax Consequences: The exchange of outstanding 8.125% notes or outstanding
8.750% notes for new 8.125% notes or new 8.750% notes, respectively, will not

be a taxable event for U.S. federal income tax purposes.

— Trading: Neither the new 8.125% notes nor the new 8.750% notes will be listed
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on any securities exchange.

SEE THE SECTION ENTITLED "RISK FACTORS" THAT BEGINS ON PAGE 14 FOR A DISCUSSION
OF THE RISKS THAT YOU SHOULD CONSIDER PRIOR TO TENDERING YOUR OUTSTANDING 8.125%
NOTES OR 8.750% NOTES FOR EXCHANGE.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR PASSED UPON THE
ADEQUACY OR ACCURACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

The date of this prospectus is May -- , 2003

The information contained in this prospectus was obtained from us and other
sources believed by us to be reliable. This prospectus also incorporates
important business and financial information about us that is not included in or
delivered with this prospectus. The documents containing this information are
listed under the section entitled "Where You Can Find More Information." We will
provide a copy of any and all of these documents to you by first-class mail,
without charge, upon written or oral request. ANY REQUEST FOR DOCUMENTS SHOULD
BE MADE BY MAY -- , 2003 TO ENSURE TIMELY DELIVERY OF THE DOCUMENTS PRIOR TO THE
EXPIRATION DATE OF THE EXCHANGE OFFER. Requests for documents should be directed
to:

The Williams Companies, Inc.
One Williams Center
Tulsa, Oklahoma 74172
Attention: Corporate Secretary
Telephone: (918) 573-2000

You should rely only on the information contained in this prospectus or any
supplement and any information incorporated by reference in this prospectus or
any supplement. We have not authorized anyone to provide you with any
information that is different. If you receive any unauthorized information, you
must not rely on it. You should disregard anything we said in an earlier
document that is inconsistent with what is in or incorporated by reference in
this prospectus.

You should not assume that the information in this prospectus or any
supplement is current as of any date other than the date on the front page of
this prospectus. This prospectus is not an offer to sell nor is it seeking an
offer to buy these securities in any state or jurisdiction where the offer or
sale is not permitted.

None of Williams, the trustee under the indenture or the exchange agent is
making any recommendation to you as to whether or not you should tender your
outstanding 8.125% notes or your outstanding 8.750% notes in connection with
this exchange offer, and no one has been authorized by any of them to make any
such recommendation. You must make your own decision as to whether to tender
your outstanding 8.125% notes or your outstanding 8.750% notes and, if so, the
principal amount of securities to tender.

You should read this document and the letter of transmittal carefully
before making a decision to tender your outstanding 8.125% notes or your

outstanding 8.750% notes.

We include cross references in the prospectus to captions in these
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materials where you can find further related discussions. The following table of
contents tells you where to find these captions.
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PROSPECTUS SUMMARY

This summary highlights selected information from this prospectus to help
you understand our business, the new 8.125% notes and the new 8.750% notes. It
likely does not contain all the information that is important to you or that you
should consider in making an investment decision. To understand all of the terms
of the exchange offer and to attain a more complete understanding of our
business and financial situation, you should read carefully this entire
prospectus and should consider consulting with your own legal and tax advisors.
References in this prospectus to "Williams," "we," "us" or "our" refer to The
Williams Companies, Inc.

GENERAL

We are an energy company originally incorporated under the laws of the
state of Nevada in 1949 and reincorporated under the laws of the state of
Delaware in 1987. We were founded in 1908 when two Williams brothers began a
construction company in Fort Smith, Arkansas. Today, we primarily find, produce,
gather, process and transport natural gas. Our operations serve the Northwest,
California, Rocky Mountains, Gulf Coast and Eastern Seaboard markets.

In 2002, we faced many challenges including credit issues following the
deterioration of our energy industry sector in the wake of the Enron bankruptcy
and the assumption of payment obligations and performance on guarantees
associated with our former telecommunications subsidiary, Williams
Communications Group, Inc. (WCG). With the deterioration of the energy industry,
the credit rating agencies' requirements for investment grade companies became
more stringent. In response to those requirements, we announced plans on
December 19, 2001, to strengthen our balance sheet in an effort to maintain our
investment grade ratings. Those plans, including revisions throughout the year
due to changing market conditions, included reducing capital expenditures,
eliminating certain credit ratings triggers from our loan agreements, cost
reductions including a reduction of quarterly dividends paid on our common
stock, and asset sales to generate proceeds to be used to reduce outstanding
debt. Despite our balance sheet strengthening efforts, we lost our investment
grade ratings in July 2002. With the loss of our investment grade ratings our
business changed significantly, especially our Energy Marketing & Trading
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business. Some counterparties were unwilling to extend credit and required cash,
letters of credit, or other collateral. By mid-year we faced a liquidity crisis.
Concurrently, our credit facility banks were unwilling to extend our $2.2
billion 364 day unsecured credit facility. We quickly worked with our banks and
other parties to obtain secured credit facilities. In 2002, we also sold a
significant amount of assets to meet our liquidity gap. Following this liquidity
crisis, we continued to pursue cost reducing measures including a downsizing of
our work force. We also settled substantially all issues between us and WCG
through WCG's chapter 11 reorganization.

To meet future debt obligations and liquidity needs and focus on creating
future shareholder value, on February 20, 2003, we reiterated our strategy to
become a smaller integrated natural gas company focusing on key growth markets
within our Gas Pipeline, Exploration & Production, and Midstream Gas & Liquids
segments. In conjunction with the strategy announcement and to help meet future
debt obligations and future liquidity needs, we also announced plans to sell
more assets including Texas Gas Transmission Corporation, our general and
limited partner interest in Williams Energy Partners L.P., and certain assets
within our Midstream Gas & Liquids and Exploration & Production business
segments, and explained that we are attempting to further limit our exposure to
losses in the Energy Marketing & Trading segment. We also expect further work
force reductions in 2003.

We will need to complete further cost reductions and asset sales and the
realization of our strategy in order to meet our liquidity needs and to satisfy
our loan covenants regarding minimum levels of liquidity. See the Management's
Discussion and Analysis of Financial Condition and Results of Operations —--
Financial Condition and Liquidity section of our annual report on Form 10-K for
the fiscal year ending December 31, 2002 filed on March 19, 2003 incorporated
herein by reference for further details regarding the liquidity issues we are
facing. See also the Risk Factors on page 14 of this prospectus for a discussion

of factors that could adversely affect our business, operating results, and
financial condition as well as adversely affect the value of an investment in
our securities.

Our ongoing business segments include Gas Pipeline, Exploration &
Production, Midstream Gas & Liquids, and Energy Marketing & Trading. At year-end
2002, our business segments also included Williams Energy Partners L.P. and
Petroleum Services. Subject to completion of asset sales, those business
segments will likely be eliminated in the future. See Part I —-- Item 1.

Business —-—- Business Segments of our annual report on Form 10-K for the fiscal
year ending December 31, 2002 for a more detailed description of assets owned
and services provided by each our business segments.

RECENT DEVELOPMENTS
ASSET SALES AND COST REDUCTIONS
Since December 2001, we have continued to work on strengthening our balance
sheet through a number of efforts including asset sales and cost reductions. We
have completed the sale of, or announced our intention to sell, the following:
Gas Pipeline
- March 27, 2002 -- We sold our Kern River interstate natural gas pipeline
business to a unit of Mid-American Energy Holdings Company for $450

million in cash and the assumption of $510 million in debt. In
conjunction with the sale, MEHC Investment, Inc., a wholly-owned
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subsidiary of Mid-American Energy Holdings Company, and a member of the
Berkshire Hathaway family of companies, agreed to acquire 1,466,667
shares of our 9 7/8 percent cumulative convertible preferred stock at
$187.50 per share for a total of $275 million. Each share of convertible
preferred stock is convertible into ten shares of our common stock.

- August 16, 2002 —-- We completed the sale of our general partner interest
in Northern Border Partners, L.P. for $12 million to a unit of
Calgary-based TransCanada.

- September 5, 2002 -- We sold our Cove Point liquefied natural gas
facility and 87 mile pipeline for $217 million in cash before certain
adjustments to a subsidiary of Dominion Resources.

— October 29, 2002 -- We sold our ownership interest in the Canadian and
United States segments of the Alliance pipeline to Enbridge Inc. and Fort
Chicago Energy Partners L.P. for approximately $173 million cash.

- November 15, 2002 -- We sold our Central interstate natural gas pipeline
to Southern Star Central Corp for $380 million in cash and the assumption
of $175 million in debt.

- April 14, 2003 -- We announced the sale of Texas Gas Transmission
Corporation to Loews Pipeline Holding Corp., a unit of Loews Corporation,
for $1.045 billion, which includes $795 million in cash to be paid to us
and $250 million in debt that will remain at Texas Gas.

Exploration & Production

- March 29, 2002 -- We completed a $73 million sale of selected exploration
and production properties in the Wind River basin.

- July 31, 2002 -- We sold our Jonah Field natural gas production
properties in Wyoming for $350 million to EnCana 0il & Gas (USA) Inc. In
addition, we completed the sale of the vast majority of our natural gas
production properties in the Anadarko Basin to Chesapeake Exploration
Limited Partnership for approximately $37.5 million. These sales of
exploration and production properties generated $326 million in net cash
proceeds.

- April 9, 2003 -- We announced the sale of certain natural gas exploration
and production properties in Kansas, Colorado and New Mexico for $400
million to XTO Energy Inc. of Fort Worth Texas.

The sale is expected to close in June 2003 and will result in an
estimated pre-tax gain to us of between $80 million and $100 million.

Midstream Gas & Liquids

- July 22, 2002 -- We announced our intention to sell our natural gas
processing and liquids extraction operations in western Canada.

- July 29, 2002 -- We sold our Kansas Hugoton natural gas gathering system
to FrontStreet Hugoton LLC, an affiliate of FrontStreet Partners, LLC and
GE Structured Finance Group for $77 million in cash.

— August 1, 2002 -- We announced a series of transactions including the
sale for approximately $1.2 billion of 98 percent of Mapletree LLC and 98
percent of E-Oaktree, LLC to Enterprise Products Partners, L.P. Mapletree



Edgar Filing: WILLIAMS COMPANIES INC - Form S-4/A

owns the Mid-America Pipeline, a 7,226-mile natural gas liquids pipeline
system. E-Oaktree owns 80 percent of the Seminole Pipeline, a 1,28l-mile
natural gas liquids pipeline system. The sale generated $1.15 billion in
net cash proceeds.

— August 20, 2002 -- We announced our intention to sell our ownership
interest in an olefins plant in Geismar, Louisiana and an associated
ethylene pipeline system in Louisiana.

- February 20, 2003 -- We announced our intention to sell selected assets
within the Midstream Gas & Liquids segment.

Energy Marketing & Trading

— February 4, 2003 -- We announced the sale of our 170-megawatt power
facility in Worthington, Indiana, to Hoosier Energy and terminated our
power load serving full-requirements contract with Hoosier Energy for cash
totaling $67 million.

- March 20, 2003 -- We announced the sale of a full-requirements power
agreement with Jackson Electric Membership Corporation to Progress Energy
for cash totaling $188 million. The sale is expected to close on May 30,
2003.

Petroleum Services

- April 11, 2002 -- We transferred the Williams Pipe Line System to
Williams Energy Partners in exchange for $674 million cash and 7,830,924
Class B units of limited partnership interests in Williams Energy
Partners.

— June 18, 2002 -- We announced plans to sell our Memphis and Alaska
refineries and related petroleum assets. On March 4, 2003, we sold our
Memphis, Tennessee refinery and other related operations to Premcor Inc.
for approximately $455 million in cash.

- February 20, 2003 -- We announced a definitive agreement to sell our
equity interest in Williams Bio-Energy L.L.C. for approximately $75
million to a new company formed by Morgan Stanley Capital Partners.
Williams Bio-Energy owns and operates an ethanol production plant in
Pekin, Illinois, holds 78.4 percent interest in another ethanol plant in
Aurora, Nebraska, and has various agreements to market ethanol from
third-party plants.

- February 27, 2003 -- We sold our retail travel center operations for
approximately $190 million in cash before debt repayments to Pilot Travel
Centers LLC.

Williams Energy Partners

- April 21, 2003 -- We announced the sale of our 54.6 percent ownership
interest in Williams Energy Partners L.P. in a $1.1 billion transaction.
The buyer, a newly formed entity owned equally by Madison Dearborn
Partners, LLC and Carlyle/Riverstone Global Energy and Power Fund ITI,
L.P., has agreed to pay approximately $512 million in cash to us. The sale
also will have the effect of

removing $570 million of the partnership's debt from our consolidated
balance sheet. The sale is scheduled to close in May 2003, subject to
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standard closing conditions. We expect to recognize a pre-tax gain of at
least $285 million to $300 million, which will be reported in discontinued
operations.

Other

- March 22, 2002 -- We announced our intention to sell our interest in a
soda ash and sodium bicarbonate mining operation.

— September 19, 2002 -- We sold our 26.85 percent equity interest in AB
Mazeikiu Nafta, the Lithuania o0il refining and transportation complex, to
YUKOS 0il Company for $85 million.

— In an effort to further reduce costs, we have reduced the total number of
employees from approximately 12,400 at the end of 2001 to approximately
6,500 in April, 2003. The reduction in work force was carried out in part
through an enhanced-benefit early retirement program that concluded during
the second quarter of 2002 and reductions associated with asset sales.

- Going forward, we intend to focus on our natural gas businesses including
natural gas transportation through our interstate natural gas pipelines,
natural gas exploration and production, and natural gas gathering and
processing in key growth markets.

IMPROVING OUR FINANCIAL POSITION

In addition to asset sales, we have taken other steps to improve our
financial position. On January 14, 2002, we completed the sale of $1.1 billion
of publicly traded units, known as FELINE PACS initially consisting of Income
PACS, which include a senior debt security and an equity purchase contract.
These units trade on the New York Stock Exchange under the ticker symbol WMB
PrI. The net proceeds of the offering were used to fund our capital program,
repay commercial paper and other short-term debt and for general corporate
purposes.

On March 19, 2002, we closed a two-part debt transaction totaling $1.5
billion that included $850 million of 30-year notes with an interest rate of
8.75 percent and $650 million of 10-year notes with an interest rate of 8.125
percent. Proceeds were used to repay outstanding short-term debt, provide
working capital and for general corporate purposes. These are the notes to which
the exchange offer made by this prospectus relates.

On August 1, 2002, we announced a series of transactions that resolved
then-current liquidity issues and strengthened our finances. We entered into
agreements for $1.1 billion of credit through an amended $700 million secured
revolving credit facility and a new $400 million secured letter of credit
facility. We also entered into a $900 million senior secured credit agreement
with a group of investors led by Lehman Brothers Inc. and a Berkshire Hathaway
affiliate. The execution of these new credit facilities in conjunction with the
asset sales announced on August 1, 2002, addressed our mid-year liquidity
crisis. See Note 11 to our Notes to Consolidated Financial Statements in our
annual report on Form 10-K for the fiscal year ending December 31, 2002 for more
information on the credit facilities.

On March 4, 2003, Northwest Pipeline Corporation completed a $175 million
debt offering of senior notes due 2010. Northwest Pipeline Corporation intends
to use the proceeds for general corporate purposes, including the funding of
capital expenditures.

ADDRESSING ENERGY MARKETING AND TRADING ISSUES

We have also spent considerable effort addressing concerns of the Federal



Edgar Filing: WILLIAMS COMPANIES INC - Form S-4/A

Energy Regulatory Commission (FERC), the Commodity Futures Trading Commission
(CFTC), the Securities and Exchange Commission (SEC), the Department of Justice
(DOJ), and state regulatory bodies and attorneys general regarding energy
trading practices. On July 26, 2002, we announced an agreement in principle with
the state of California and other parties, including the states of Washington
and Oregon, on

a settlement regarding certain outstanding litigation and claims against us,
including the state's claims for refunds at issue before the FERC. On November
11, 2002, we announced that we had agreed to restructure our long-term energy
contracts with the state of California as part of the settlement. All necessary
approvals were obtained, and the settlement was closed on December 31, 2002,
although court approvals are still pending with respect to certain private
plaintiffs. The settlement resolved most of the outstanding litigation and civil
claims filed against us related to our participation in the natural gas and
power markets in the western United States during 2000 and 2001. The FERC ruled
on March 26, 2003 that refunds are due to the State of California utilities, but
that such refunds will be offset by amounts that remain due to sellers. The
March 26, 2003 order also established the formula for deriving the refund, which
amended the formula from the FERC's previous pronouncements to account for a
change in the gas price determination. While the effect of the changes remains
uncertain, due to the settlement, it only relates to the refunds to the
utilities.

Due to continuing market declines and the overall energy marketing and
trading environment in the post-Enron world, we announced on June 10, 2002, that
we were reducing our financial commitment to that part of our business as a
realistic response to industry upheavals. Consistent with the effort in 2002,
Energy Marketing & Trading reduced its number of employees from approximately
1,000 at December 31, 2001 to approximately 410 at December 31, 2002. As of
February 25, 2003, the number of Energy Marketing & Trading employees was
approximately 330.

RESOLUTION OF WILLIAMS COMMUNICATIONS GROUP ISSUES

In 2002, we settled substantially all claims and disputes between us and
our former telecommunications subsidiary, WCG as part of WCG's chapter 11
reorganization. Prior to the commencement of WCG's chapter 11 on April 22, 2002,
we held various claims against WCG and its subsidiaries in an aggregate amount
of approximately $2.3 billion as a consequence of certain guarantees, services
provided, and other financial accommodations, including the following:

- Prior to the 2001 spinoff of WCG, we had provided various administrative
services to WCG for which we were owed approximately $106 million.

— Prior to the 2001 spinoff of WCG, we also provided indirect credit
support for $1.4 billion of WCG's structured notes through a commitment to
make available proceeds of an equity issuance in the event any one of the
following were to occur: (1) a WCG default; (2) downgrading of our senior
unsecured debt by any of our credit rating agencies to below investment
grade if our common stock closing price remained below $30.22 for ten
consecutive trading days while such downgrade is in effect; or (3)
proceeds from WCG's refinancing or remarketing of the structured notes
prior to March 2004 produced proceeds of less than $1.4 billion. On March
5, 2002, we received the requisite approvals on our consent solicitation
to amend the terms of the WCG structured notes. The amendment, among other
things, eliminated acceleration of the notes due to a WCG bankruptcy or
our credit rating downgrade. The amendment also affirmed our obligations
for all payments related to the WCG structured notes, which are due March

10
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2004, and allows us to fund such payments from any available sources. In
July 2002, we concluded an exchange offer pursuant to which we exchanged
substantially all of the WCG structured notes for a series of our notes
due March 2004. With the exception of the March and September 2002
interest payments, totaling $115 million, WCG remained indirectly
obligated to reimburse us for any payments we are required to make in
connection with the WCG structured notes.

— In September 2001, we provided additional financing to WCG through a
sale/leaseback transaction pursuant to which WCG sold to us the Williams
Technology Center (Technology Center), related real estate and certain
ancillary assets including corporate aircraft for $276 million in cash and
WCG leased the foregoing property back from us for periods ranging from
three to ten years. The Technology Center is a 15-story office building
located in Tulsa, Oklahoma that WCG utilizes as its headquarters.

5

- On March 8, 2002, we received a lease obligation notice letter from WCG
relating to the asset defeasance program (ADP) that was entered into
while WCG was still one of our subsidiaries. Under the ADP, we were
obligated to pay $754 million related to WCG's purchase of certain
telecommunications facilities that WCG had been leasing. We paid the $754
million on March 29, 2002, and in return received an unsecured claim
against WCG for the amount paid.

- On April 22, 2002, WCG filed for chapter 11 bankruptcy protection.
Through a negotiated settlement, we sold our claims against WCG including
the $754 million claim associated with the ADP, the $1.4 billion claim
associated with the WCG structured notes and a $106 million administrative
services claim to Leucadia National Corporation (Leucadia) for $180
million in cash and received releases from WCG and its affiliates and
insiders. In addition, the order confirming WCG's chapter 11 plan
permanently enjoins all of WCG's creditors from asserting direct or
derivative claims against us. As part of the settlement, we also sold the
Technology Center to WCG in exchange for two promissory notes with face
amounts totaling $174.4 million secured by a mortgage on the Technology
Center. We no longer own any interest in WCG or its post-bankruptcy
successor, WilTel Communications Group, Inc. (WilTel) and all prior WCG
obligations to us have been extinguished as a result of the chapter 11
bankruptcy. We remain committed on certain pre-spinoff parental guarantees
with a carrying value at December 31, 2002 of $48 million. Further, the
September 2001 sale leaseback transaction involving the Technology Center
was terminated as part of the bankruptcy process. The sale leaseback
transaction involving WilTel's two corporate aircraft continues in effect
until WilTel refinances that transaction. At that time, the proceeds of
the refinancing are to be paid to us in partial satisfaction of one of the
notes mentioned above. The settlement was closed into escrow on October
15, 2002, and finalized on December 2, 2002, and we received $180 million.
See Note 2 of the Notes to Consolidated Financial Statements in our annual
report on Form 10-K for the year ended December 31, 2002 for more
information on our settlement with WCG.

SUMMARY OF THE EXCHANGE OFFER

You are entitled to exchange in the exchange offer your outstanding 8.125%
notes for new 8.125% notes with substantially identical terms, and your
outstanding 8.750% notes for new 8.750% notes with substantially identical
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terms. You should read the discussion under the heading "Description of the New
Securities" beginning on page 33 for further information regarding the new
8.125% notes and the new 8.750% notes.

We summarize the terms of the exchange offer below. You should read the
discussion under the heading "The Exchange Offer" beginning on page 24 for
further information regarding the exchange offer and resale of the new 8.125%
notes and the new 8.750% notes.

Securities to be Exchanged.... On March 19, 2002, we issued $650.0 million
aggregate principal amount of outstanding
8.125% Notes due March 15, 2012 and $850.0
million aggregate principal amount of
outstanding 8.750% Notes due March 15, 2032 to
initial purchasers in transactions exempt from
the registration requirements of the Securities
Act of 1933.

The outstanding 8.125% notes and the
outstanding 8.750% notes currently bear
interest at a rate equal to 8.625% and 9.250%,
respectively, pursuant to the terms of the
Registration Rights Agreement, which provides
for such increase in the interest rate payable
on the outstanding notes until the completion
of the exchange offer. Upon the completion of
the exchange offer, outstanding notes eligible
for tender in the exchange offer and not
validly tendered for exchange and the new
8.125% notes and the new 8.750% notes to be
issued in the exchange offer will bear interest
at a rate equal to 8.125% and 8.750%,
respectively.

The terms of the new 8.125% notes and the new
8.750% notes are substantially the same in all
material respects as the terms of the
outstanding 8.125% notes and the outstanding
8.750% notes, except that (1) the new 8.125%
notes and the new 8.750% notes will be freely
transferable by the holders except as otherwise
provided in this prospectus; (2) holders of the
new 8.125% notes and the new 8.750% notes will
have no registration rights; and (3) neither
the new 8.125% notes nor the new 8.750% notes
will contain provisions for an increase in
their stated interest rate.

The Exchange Offer............ We are offering to exchange up to $650.0
million aggregate principal amount of new
8.125% notes for up to $650.0 million aggregate
principal amount of outstanding 8.125% notes.
We are offering to exchange up to $850.0
million aggregate principal amount of new
8.750% notes for up to $850.0 million aggregate
principal amount of outstanding 8.750% notes.
Outstanding 8.125% notes and outstanding 8.750%
notes may be exchanged only in integral
multiples of $1,000. The new 8.125% notes and
the new 8.750% notes will evidence the same
debt as the outstanding 8.125% notes and the
outstanding 8.750% notes, respectively, and the
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Record Date
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new 8.125% notes and the new 8.750% notes will
be governed by the same indenture as the
outstanding 8.125% notes and the outstanding
8.750% notes, respectively.

We believe that the new 8.125% notes and the
new 8.750% notes issued in the exchange offer
may be offered for resale, resold and

otherwise transferred by you without compliance
with the registration and prospectus delivery
provisions of the Securities Act, provided
that:

— the new 8.125% notes and the new 8.750% notes
are being acquired in the ordinary course of
your business;

- you are not participating, do not intend to
participate, and have no arrangement or
understanding with any person to participate,
in the distribution of the new 8.125% notes
and the new 8.750% notes issued to you in the
exchange offer; and

- you are not an "affiliate" of ours.

If any of these conditions is not satisfied and
you transfer any new 8.125% notes or new 8.750%
notes issued to you in the exchange offer
without delivering a prospectus meeting the
requirements of the Securities Act or without
an exemption from registration for your new
8.125% notes and new 8.750% notes, you may
incur liability under the Securities Act. We do
not assume or indemnify you against any of
those liabilities.

Each broker-dealer that is issued new 8.125%
notes or new 8.750% notes in the exchange offer
for its own account in exchange for outstanding
8.125% notes or outstanding 8.750% notes which
were acquired by that broker-dealer as a result
of market-making or other trading activities
must acknowledge that it will deliver a
prospectus meeting the requirements of the
Securities Act in connection with any resale of
the new 8.125% notes or the new 8.750% notes. A
broker-dealer may use this prospectus for an
offer to resell, resale or other transfer of
the new 8.125% notes or the new 8.750% notes
issued to it in the exchange offer.

The record date for the exchange offer is May
-— , 2003. Only registered holders of
outstanding 8.125% notes and outstanding 8.750%
notes on the record date will receive materials
relating to the exchange offer.

13
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Expiration Date.......

Withdrawal of Tenders.

Conditions to the Exchange

Procedures for Tendering

Outstanding Securities

The exchange offer will expire at 5:00 p.m.,
New York City time, on June -- , 2003, or such
later date and time to which we extend it.

You may withdraw your tender of outstanding
8.125% notes or outstanding 8.750% notes at any
time prior to 5:00 p.m., New York City time, on
the expiration date. To withdraw, the exchange
agent must receive a notice of withdrawal at
its address indicated under "The Exchange

Offer —-- Exchange Agent" before 5:00 p.m., New
York City time, on the expiration date. We will
return to you, without charge, promptly after
the expiration or termination of the exchange
offer any outstanding 8.125% notes or
outstanding 8.750% notes that you tendered but
that were not accepted for exchange.

We will not be required to accept outstanding
8.125% notes or outstanding 8.750% notes for
exchange if various conditions are not
satisfied or waived by us. The exchange offer
is not

conditioned upon any minimum aggregate
principal amount of outstanding 8.125% notes or
outstanding 8.750% notes being tendered. Please
read the section "The Exchange

Offer —-- Conditions to the Exchange Offer" on
page 32 for more information regarding the
conditions to the exchange offer.

If your outstanding 8.125% notes or outstanding
8.750% notes are held through The Depository
Trust Company and you wish to participate in
the exchange offer, you may do so through the
automated tender offer program of DTC. By
participating in the exchange offer, you will
agree to be bound by the letter of transmittal
that we are providing with this prospectus as
though you had signed the letter of
transmittal. By signing or agreeing to be bound
by the letter of transmittal, you will
represent to us that, among other things:

— any new 8.125% notes or new 8.750% notes that
you receive will be acquired in the ordinary
course of your business;

- you have no arrangement or understanding with
any person or entity to participate in the

14
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Effect of Not Tendering

distribution of the new 8.125% notes or the
new 8.750% notes;

- 1f you are not a broker-dealer, you are not
engaged in and do not intend to engage in the
distribution of the new 8.125% notes or the
new 8.750% notes;

- 1f you are a broker-dealer that will receive
new 8.125% notes or new 8.750% notes for your
own account in exchange for outstanding
8.125% notes or outstanding 8.750% notes that
were acquired as a result of market-making
activities, you will deliver a prospectus, as
required by law, in connection with any
resale of the new 8.125% notes or new 8.750%
notes; and

- you are not our "affiliate," as defined in
Rule 405 of the Securities Act, or, if you
are our affiliate, you will comply with any
applicable registration and prospectus
delivery requirements of the Securities Act.

We will accept for exchange any and all
outstanding 8.125% notes or outstanding 8.750%
notes which are properly tendered (and not
withdrawn) in the exchange offer prior to the
expiration date. The new 8.125% notes and the
new 8.750% notes issued pursuant to the
exchange offer will be delivered promptly
following the expiration date. See "The
Exchange Offer —-- Acceptance of Outstanding
Securities for Exchange."

Outstanding 8.125% notes and outstanding 8.750%
notes that are not tendered or that are
tendered but not accepted will, following the
completion of the exchange offer, remain
outstanding and will continue to be subject to
the currently applicable transfer restrictions.
Following the completion of the exchange offer,
we will have no obligation to exchange new
8.125% notes and new 8.750% notes for
outstanding 8.125% notes and outstanding 8.750%
notes or to provide for the registration of
those outstanding securities under the
Securities Act.

9

Upon the completion of the exchange offer,
outstanding notes eligible for tender in the
exchange offer and not validly tendered for
exchange will bear interest at a rate equal to
8.125% and 8.750%, respectively.

The trading market for outstanding 8.125% notes
and outstanding 8.750% notes not exchanged in
the exchange offer may be significantly more
limited than it is at present. Therefore, if
your outstanding 8.125% notes or outstanding

15
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Special Procedures for
Beneficial Owners.............

Guaranteed Delivery

Procedures.....

Registration Rights

Agreement......

U.S. Federal Income Tax

Considerations.

Use of Proceeds

8.750% notes are not tendered and accepted in
the exchange offer, it may become more
difficult for you to sell or transfer your
unexchanged securities.

If you are the beneficial owner of book-entry
interests and your name does not appear on a
security position listing of DTC as the holder
of those book-entry interests or you own a
beneficial interest in outstanding 8.125% notes
or outstanding 8.750% notes that are registered
in the name of a broker, dealer, commercial
bank, trust company or other nominee, and you
wish to tender that book-entry interest of
outstanding 8.125% notes or outstanding 8.750%
notes in the exchange offer, you should contact
the registered holder promptly and instruct the
registered holder to tender on your behalf.

If you wish to tender your outstanding 8.125%
notes or outstanding 8.750% notes and cannot
comply, prior to the expiration date, with the
applicable procedures under the automated
tender offer program of DTC, you must tender
your outstanding 8.125% notes or outstanding
8.750% notes according to the guaranteed
delivery procedures described in "The Exchange

Offer —- Procedures for Tendering Outstanding
Securities —-- Guaranteed Delivery" beginning on
page 29.

We sold the outstanding 8.125% notes and the
outstanding 8.750% notes on March 19, 2002 in
transactions exempt from the registration
requirements of the Securities Act. In
connection with these sales, we entered into a
registration rights agreement with the initial
purchasers which grants the holders of the
outstanding 8.125% notes and the outstanding
8.750% notes exchange registration rights. This
exchange offer satisfies those rights, which
terminate upon consummation of this exchange
offer. You will not be entitled to any exchange
or registration rights with respect to the new
8.125% notes or the new 8.750% notes.

The exchange of outstanding 8.125% notes for
new 8.125% notes or of outstanding 8.750% notes
for new 8.750% notes in the exchange offer will
not be a taxable event for U.S. federal income
tax purposes. See "Material United States
Federal Income Tax Considerations."

We will not receive any cash proceeds from the
issuance of the new 8.125% notes or the new

8.750% notes.

10
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Exchange Agent................ We have appointed JPMorgan Chase Bank as the
exchange agent for the exchange offer. The
mailing address and telephone number of the
exchange agent are Corporate Trust Services,
2001 Bryan Street, 9th floor, Dallas, Texas
75201, Attention: Frank Ivins, phone: (214)
468-6464. See "The Exchange Offer -- Exchange
Agent."

SUMMARY OF THE TERMS OF THE NEW SECURITIES
NEW 8.125% NOTES:

New 8.125% Notes Offered...... Up to $650.0 million principal amount of our
8.125% notes due March 15, 2012.

Interest Rate................. 8.125% per year.

Interest Payment Dates........ March 15 and September 15 of each year,
beginning September 15, 2003. Holders of new
8.125% notes will receive interest from March
15, 2003.

Use of Proceeds.......coovvnn We will not receive any cash proceeds from the
exchange offer.

Ranking........oiiiiiiiiinn The new 8.125% notes will be senior unsecured
obligations of Williams that will rank equally
with all of our other outstanding senior
unsecured and unsubordinated indebtedness.

Optional Redemption........... We may redeem some or all of the new 8.125%
notes at any time at the redemption price
described in this prospectus, plus accrued and
unpaid interest, if any, to the redemption
date, as described in "Description of the New

Securities —-- Terms and Conditions."
Optional Exchange............. Holders of outstanding 8.125% notes may opt not

to tender their outstanding 8.125% notes in the
exchange offer. Therefore, it is possible that
not all new 8.125% notes offered by this
prospectus will be issued.

Covenants.....ovviiiiieeeeennn We will issue the new 8.125% notes under an
indenture between us and JPMorgan Chase Bank
(successor trustee to Bank One Trust Company,
N.A.), as trustee. The indenture contains
covenants that, among other things, limit our
ability to:

- create liens; and
- consolidate, merge or sell material assets.
These covenants, which are identical to the

covenants applicable to the outstanding 8.125%
notes, are subject to a number of important
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NEW 8.750% NOTES:

New 8.750% Notes Offered......

Interest Rate.................

Interest Payment Dates........

Use of Proceeds.......ovvv...

Ranking. .

Optional Redemption...........

Optional Exchange.............

Covenants

limitations and exceptions. See "Description of
the New Securities —-- Covenants" for a more
comprehensive description of the covenants
contained in the indenture.

Up to $850.0 million principal amount of our
8.750% notes due March 15, 2032.

8.750% per year.

11

March 15 and September 15 of each year,
beginning September 15, 2003. Holders of new
8.750% notes will receive interest from March
15, 2003.

We will not receive any cash proceeds from the
exchange offer.

The new 8.750% notes will be senior unsecured
obligations of Williams that will rank equally
with all of our other outstanding senior
unsecured and unsubordinated indebtedness.

We may redeem some or all of the new 8.750%
notes at any time at the redemption price
described in this prospectus, plus accrued and
unpaid interest, if any, to the redemption
date, as described in "Description of the New
Securities —-- Terms and Conditions."

Holders of outstanding 8.750% notes may opt not
to tender their outstanding 8.750% notes in the
exchange offer. Therefore, it is possible that
not all new 8.750% notes offered by this
prospectus will be issued.

We will issue the new 8.750% notes under an
indenture between us and JPMorgan Chase Bank
(successor trustee to Bank One Trust Company,
N.A.), as trustee. The indenture contains
covenants that, among other things, limit our
ability to:

- create liens; and
- consolidate, merge or sell material assets.

These covenants, which are identical to the
covenants applicable to the outstanding 8.750%
notes, are subject to a number of important
limitations and exceptions. See "Description of
the New Securities —-- Covenants" for a more
comprehensive description of the covenants
contained in the indenture.

18
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RISK FACTORS
See "Risk Factors" beginning on page 14 for a discussion of factors that
should be considered by holders of outstanding 8.125% notes and outstanding

8.750% notes before tendering their securities in the exchange offer.

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

The following table presents our consolidated ratio of earnings to combined
fixed charges and preferred stock dividend requirements for the periods shown.

YEAR ENDED DECEMBER 31,

* Certain amounts within the calculation of the ratio of earnings to fixed
charges and preferred dividend requirements have been restated or
reclassified due to certain activities of Williams which are now reported as
discontinued operations as described in Note 1 of Notes to Consolidated
Financial Statements included in Item 8 of Williams' Annual Report on Form
10-K incorporated herein by reference.

(a) Earnings were inadequate to cover combined fixed charges and preferred stock
dividend requirements by $656.3 million for the year ended December 31,
2002.

12
For purposes of computing these ratios, earnings means income (loss) from
continuing operations before:
- income taxes;

- extraordinary gain (loss);

- minority interest in income (loss) and preferred returns of consolidated
subsidiaries;

- interest expense, net of interest capitalized;
- interest expense of 50-percent-owned companies;

- that portion of rental expense that we believe to represent an interest
factor;

— pretax effect of dividends on preferred stock of Williams;

- adjustment to equity earnings to exclude equity investments with losses;
and

- adjustment to equity earnings to reflect actual distributions from equity
investments.
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Fixed charges means the sum of the following:

interest expense;

- that portion of rental expense that we believe to represent an interest
factor;

— pretax effect of dividends on preferred stock of Williams;

- pretax effect of dividends on preferred stock and other preferred returns
of consolidated subsidiaries; and

- interest expense of 50-percent-owned companies.

13

RISK FACTORS

In addition to the other information contained in or incorporated by
reference into this prospectus, you should carefully consider the following risk
factors in deciding whether to exchange your outstanding 8.125% notes or
outstanding 8.750% notes in the exchange offer.

RISKS AFFECTING OUR STRATEGY AND FINANCING NEEDS

OUR STRATEGY TO STRENGTHEN OUR BALANCE SHEET AND IMPROVE LIQUIDITY DEPENDS ON
OUR ABILITY TO DIVEST SUCCESSFULLY CERTAIN ASSETS.

On February 20, 2003, we announced our intention to sell an additional
$2.25 billion in assets, properties and investments. At December 31, 2002, we
had debt obligations of $3.8 billion (including certain contractual fees and
deferred interest related to underlying debt) that will mature between now and
March 2004. Because our cash flow from operations will be insufficient alone to
repay all such debt and our access to capital markets is limited, in part as a
result of the loss of our investment grade ratings, we will depend on our sales
of assets to generate sufficient net cash proceeds to enable the payment of our
maturing obligations.

Our secured credit facilities limit our ability to sell certain assets and
require generally that one-half of all net proceeds from asset sales be applied
(a) to repayment of certain long-term debt, (b) to cash collateralization of
designated letters of credit, and (c) to reduction of the lender commitments
under the secured facilities. The timing of and the net cash proceeds realized
from such sales are dependent on locating and successfully negotiating sales
with prospective buyers, regulatory approvals, industry conditions, and lender
consents. If the realized cash proceeds are insufficient or are materially
delayed, we might not have sufficient funds on hand to pay maturing indebtedness
or to implement our strategy.

RECENT DEVELOPMENTS AFFECTING THE WHOLESALE POWER AND ENERGY TRADING INDUSTRY
SECTOR HAVE REDUCED MARKET ACTIVITY AND LIQUIDITY AND MIGHT CONTINUE TO
ADVERSELY AFFECT OUR RESULTS OF OPERATIONS.

As a result of the 2000-2001 energy crisis in California, the resulting
collapse in energy merchant credit, the recent volatility in natural gas prices,
the Enron Corporation bankruptcy filing, and investigations by governmental
authorities into energy trading activities and increased litigation related to
such inquiries, companies generally in the regulated and so-called unregulated
utility businesses have been adversely affected.
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These market factors have led to industry-wide downturns that have resulted
in some companies being forced to exit from the energy trading markets, leading
to a reduction in the number of trading partners and in market liquidity and
announcements by us, other energy suppliers and gas pipeline companies of plans
to sell large numbers of assets in order to boost liquidity and strengthen their
balance sheets. Proposed and completed sales by other energy suppliers and gas
pipeline companies could increase the supply of the type of assets we are
attempting to sell and potentially lead either to our failing to execute such
asset sales or our obtaining lower prices on completed asset sales. If either of
these developments were to occur, our ability to realize our strategy of
improving our liquidity and reducing our indebtedness through asset sales could
be significantly hampered.

BECAUSE WE NO LONGER MAINTAIN INVESTMENT GRADE CREDIT RATINGS, OUR
COUNTERPARTIES MIGHT REQUIRE US TO PROVIDE INCREASING AMOUNTS OF CREDIT
SUPPORT WHICH WOULD RAISE OUR COST OF DOING BUSINESS.

Our transactions in each of our businesses, especially in our Energy
Marketing & Trading business, will require greater credit assurances, both to be
given from, and received by, us to satisfy credit support requirements.
Additionally, certain market disruptions or a further downgrade of our credit
rating might

14

further increase our cost of borrowing or further impair our ability to access
one or any of the capital markets. Such disruptions could include:

- further economic downturns;
- capital market conditions generally;
- market prices for electricity and natural gas;

- terrorist attacks or threatened attacks on our facilities or those of
other energy companies; or

— the overall health of the energy industry, including the bankruptcy of
energy companies.

RISKS RELATED TO OUR BUSINESS

ELECTRICITY, NATURAL GAS LIQUIDS AND GAS PRICES ARE VOLATILE AND THIS
VOLATILITY COULD ADVERSELY AFFECT OUR FINANCIAL RESULTS, CASH FLOWS, ACCESS TO
CAPITAL AND ABILITY TO MAINTAIN EXISTING BUSINESSES.

Our revenues, operating results, profitability, future rate of growth and
the carrying value of our electricity and gas businesses depend primarily upon
the prices we receive for natural gas and other commodities. Prices also affect
the amount of cash flow available for capital expenditures and our ability to
borrow money or raise additional capital.

Historically, the markets for these commodities have been volatile and they
are likely to continue to be volatile. Wide fluctuations in prices might result
from relatively minor changes in the supply of and demand for these commodities,

market uncertainty and other factors that are beyond our control, including:

- worldwide and domestic supplies of electricity, natural gas, petroleum
and related commodities;

- weather conditions;
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- the level of consumer demand;

— the price and availability of alternative fuels;

— the availability of pipeline capacity;

— the price and level of foreign imports;

- domestic and foreign governmental regulations and taxes;

- the overall economic environment; and

— the credit in the markets where products are bought and sold.

These factors and the volatility of the energy markets make it extremely
difficult to predict future electricity and gas price movements with any
certainty. Further, electricity and gas prices do not necessarily move in
tandem.

WE MIGHT NOT BE ABLE TO SUCCESSFULLY MANAGE THE RISKS ASSOCIATED WITH SELLING
AND MARKETING PRODUCTS IN THE WHOLESALE ENERGY MARKETS.

Our trading portfolios consist of wholesale contracts to buy and sell
commodities, including contracts for electricity, natural gas, natural gas
liquids and other commodities that are settled by the delivery of the commodity
or cash throughout the United States. If the values of these contracts change in
a direction or manner that we do not anticipate or cannot manage, we could
realize material losses from our trading activities. In the past, certain
marketing and trading companies have experienced severe financial problems due
to price volatility in the energy commodity markets. In certain instances this
volatility has caused companies to be unable to deliver energy commodities that
they had guaranteed under contract. In such event, we might incur additional
losses to the extent of amounts, if any, already paid to, or received from,
counterparties. In addition, in our businesses, we often extend credit to our
counterparties. Despite

15

performing credit analysis prior to extending credit, we are exposed to the risk
that we might not be able to collect amounts owed to us. If the counterparty to

such a financing transaction fails to perform and any collateral we have secured
is inadequate, we will lose money.

If we are unable to perform under our energy agreements, we could be
required to pay damages. These damages generally would be based on the
difference between the market price to acquire replacement energy or energy
services and the relevant contract price. Depending on price volatility in the
wholesale energy markets, such damages could be significant.

OUR RISK MEASUREMENT AND HEDGING ACTIVITIES MIGHT NOT PREVENT LOSSES.

Although we have risk management systems in place that use various
methodologies to quantify risk, these systems might not always be followed or
might not always work as planned. Further, such risk measurement systems do not
in themselves manage risk, and adverse changes in energy commodity market
prices, volatility, adverse correlation of commodity prices, the liquidity of
markets, and changes in interest rates might still adversely affect our earnings
and cash flows and our balance sheet under applicable accounting rules, even if
risks have been identified.
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To lower our financial exposure related to commodity price and market
fluctuations, we have entered into contracts to hedge certain risks associated
with our assets and operations, including our long-term tolling agreements. In
these hedging activities, we have used fixed-price, forward, physical purchase
and sales contracts, futures, financial swaps and option contracts traded in the
over—-the-counter markets or on exchanges, as well as long-term structured
transactions when feasible. Substantial declines in market liquidity, however,
as well as deterioration of our credit and termination of existing positions
(due for example to credit concerns) have greatly limited our ability to hedge
identified risks and have caused previously hedged positions to become unhedged.
To the extent we have unhedged positions, fluctuating commodity prices could
cause our net revenues and net income to be volatile.

OUR OPERATING RESULTS MIGHT FLUCTUATE ON A SEASONAL AND QUARTERLY BASIS.

Revenues from our businesses, including gas transmission and the sale of
electric power, can have seasonal characteristics. In many parts of the country,
demand for power peaks during the hot summer months, with market prices also
peaking at that time. In other areas, demand for power peaks during the winter.
In addition, demand for gas and other fuels peaks during the winter. As a
result, our overall operating results in the future might fluctuate
substantially on a seasonal basis. The pattern of this fluctuation might change
depending on the nature and location of our facilities and pipeline systems and
the terms of our power sale agreements and gas transmission arrangements.

OUR INVESTMENTS AND PROJECTS LOCATED OUTSIDE OF THE UNITED STATES EXPOSE US TO
RISKS RELATED TO LAWS OF OTHER COUNTRIES, TAXES, ECONOMIC CONDITIONS,
FLUCTUATIONS IN CURRENCY RATES, POLITICAL CONDITIONS AND POLICIES OF FOREIGN
GOVERNMENTS. THESE RISKS MIGHT DELAY OR REDUCE OUR REALIZATION OF VALUE FROM
OUR INTERNATIONAL PROJECTS.

We currently own and might acquire and/or dispose of material
energy-related investments and projects outside the United States. The economic
and political conditions in certain countries where we have interests or in
which we might explore development, acquisition or investment opportunities
present risks of delays in construction and interruption of business, as well as
risks of war, expropriation, nationalization, renegotiation, trade sanctions or
nullification of existing contracts and changes in law or tax policy, that are
greater than in the United States. The uncertainty of the legal environment in
certain foreign countries in which we develop or acquire projects or make
investments could make it more difficult to obtain non-recourse project or other
financing on suitable terms, could adversely affect the ability of certain
customers to honor their obligations with respect to such projects or
investments and could impair our ability to enforce our rights under agreements
relating to such projects or investments.

Operations in foreign countries also can present currency exchange rate and
convertibility, inflation and repatriation risk. In certain conditions under
which we develop or acquire projects, or make
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investments, economic and monetary conditions and other factors could affect our
ability to convert our earnings denominated in foreign currencies. In addition,
risk from fluctuations in currency exchange rates can arise when our foreign
subsidiaries expend or borrow funds in one type of currency but receive revenue
in another. In such cases, an adverse change in exchange rates can reduce our
ability to meet expenses, including debt service obligations. Foreign currency
risk can also arise when the revenues received by our foreign subsidiaries are
not in U.S. dollars. In such cases, a strengthening of the U.S. dollar could
reduce the amount of cash and income we receive from these foreign subsidiaries.

23



Edgar Filing: WILLIAMS COMPANIES INC - Form S-4/A

While we believe we have hedges and contracts in place to mitigate our most
significant foreign currency exchange risks, our hedges might not be sufficient
or we might have some exposures that are not hedged which could result in losses
or volatility in our revenues.

RISKS RELATED TO LEGAL PROCEEDINGS AND GOVERNMENTAL INVESTIGATIONS

WE MIGHT BE ADVERSELY AFFECTED BY GOVERNMENTAL INVESTIGATIONS RELATED TO
PRICING INFORMATION THAT WE PROVIDED TO MARKET PUBLICATIONS.

On October 25, 2002, we disclosed that inaccurate pricing information had
been provided to energy industry trade publications. This disclosure came as a
result of an internal review conducted in conjunction with requests for
information made by the FERC and the CFTC on energy trading practices. We had
separately commenced a review of our historical survey publication data after
another market participant announced in September 2002 that certain of its
employees had provided inaccurate pricing data to publications. Later we
received a subpoena from the San Francisco office of the U.S.