NENC oo
UNITED STATES & -
» SECURITIES AND EXCHANGE COMMISSION Pf'

7 WASHINGTON, D.C. 20549-3010 /- /S:é g

‘ DIVISION OF ‘
CORPORATION FINANCE
|
]
I

A e

ANITRNRI mogm |

Washington, DC 20549

Elizabeth A. Ising

Gibson, Dunn & Crutcher LLP Act: / q&‘/

‘ 1050 Connecticut Avenue, N.W. Section:
| . Washington, DC 20036-5306 Rule: LA K

| . Re:  The Williams Companies, Inc. Public 5 02 .
! : Incoming letter dated January 15, 2008 Availability:

Dear Ms. Ising:

This is in response to your letter dated January 15, 2008 concerning the
shareholder proposal submitted to The Williams Companies by the AFL-CIO Reserve
Fund. We also have received a letter from the proponent dated February 5, 2008. Qur
response is attached to the enclosed photocopy of your correspondence. By doing this,
we avoid having to recite or summarize the facts set forth in the correspondence. Copies
of all of the correspondence also will be provided to the proponent.

In connection with this matter, your attention is directed to the enclosure, which
sets forth a brief discussion of the Division’s informal procedures regarding shareholder

proposals.
Sincerely,
PROCESSED afns
FEB 1 4 2008 raifiom ST
THOMSON f Jonathan A. Ingram
FINANCIAL Deputy Chief Counsel
Enclosures |

ce: Robert E. McGarrah, Jr.
Counsel
Office of Investment
AFL-CIO Reserve Fund
815 Sixteenth Street, N.W.
Washington, DC 20006
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Direct Dial
(202) 955-8287

Fax No.
(202) 530-9631

VIA HAND DELIVERY

Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
100 F Street, NE

Washington, DC 20549

Re:  Stockholder Proposal of the AFL-CIO Reserve Fund
Exchange Act of 1934—Rule 14a-8

Dear Ladies and Gentlemen:

Client No.
C 97394-00023

This letter 1s to inform you that our client, The Williams Companies, Inc. (the
“Company”), intends to omit from its proxy statement and form of proxy for its 2008 Annual
Stockholders Meeting (collectively, the “2008 Proxy Matenials™) a stockholder proposal and
statements in support thereof (the “Proposal”) received from the AFL-CIO Reserve Fund (the

“Proponent™).

Pursuant to Rule 14a-8(j), we have:

. enclosed herewith six (6) copies of this letter and its attachments;

o filed this letter with the Securities and Exchange Commission (the

“Commission™) no later than eighty (80) calendar days before the Company
intends to file its definitive 2008 Proxy Materials with the Commission; and

. concurrently sent copies of this correspondence to the Proponent.

Rule 14a-8(k) provides that stockholder proponents are required to send companies a
copy of any correspondence that the proponents elect to submit to the Commission or the staff of
the Division of Corporatton Finance (the “Staff”). Accordingly, we are taking this opportunity to
inform the Proponent that if the Proponent elects to submit additional correspondence to the
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Commission or the Staff with respect to this Proposal, a copy of that correspondence should
concurrently be furnished to the undersigned on behalf of the Company pursuant to
Rule 14a-8(k).

THE PROPOSAL

The Proposal requests that the Board of Directors of the Company (the “Board™) adopt a
policy addressing conflicts of interest involving board members with health industry affiliations.
Specifically, the Proposal states:

Resolved: Shareholders request that the Board of Directors (the “Board™) of The
Williams Companies, Inc. (“Williams Companies,” or the “Company’’} adopt a
policy addressing conflicts of interest involving board members with health
industry affiliations. The policy shall provide for recusal from voting and from
chairing board committees when necessary. The policy shall address conflicts
associated with Company involvement in public policy issues related to Board
members’ health industry affiliations and shall be explicitly integrated with the
company’s existing policies regarding related party transactions. For the purposes
of this policy, “board members with health industry affiliations” means any Board
member who is also a director, executive officer or former executive officer of a
company or trade association whose primary business is in the health insurance or
pharmaceutical industries.

A copy of the Proposal, as well as related correspondence with the Proponent, is attached to this
letter as Exhibit A.

BASES FOR EXCLUSION

We hereby respectfully request that the Staff concur in our view that the Proposal may be
excluded from the 2008 Proxy Materals pursuant to:

. Rule 14a-8(1)(7) because the Proposal deals with matters related to the
Company’s ordinary business operations; and

. Rule 14a-8(1)(10) because the Company has substantially implemented the
Proposal.
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ANALYSIS

I. The Proposal May Be Excluded under Rule 14a-8(i}(7) Because It Deals with
Matters Related to the Company’s Ordinary Business Operations.

Rule 14a-8(i)(7) permits the omission of a stockholder proposal dealing with matters
relating to a company’s “ordinary business™ operations. According to the Commission release
accompanying the 1998 amendments to Rule 14a-8, the underlying policy of the ordinary
business exclusion is “to confine the resolution of ordinary business problems to management
and the board of directors, since it is impracticable for sharcholders to decide how to solve such
problems at an annual shareholders meeting.” Exchange Act Release No. 40018 (May 21, 1998)
(the “1998 Release™).

In the 1998 Release, the Commission described the two “central considerations” for the
ordinary business exclusion. The first is that certain tasks are “so fundamental to management’s
ability to run a company on a day-to-day basis” that they cannot be subject to direct stockholder
oversight. The second consideration relates to “the degree to which the proposal seeks to ‘micro-
manage’ the company by probing too deeply into matters of a complex nature upon which
stockholders, as a group, would not be in a position to make an informed judgment.”

As discussed in more detail below, the Proposal relates to the Company’s ordinary
business operations because: (A) the Proposal pertains to implementation of policies and
procedures relating to conflicts of interest on health care matters; and (B) the Proposal relates to
employee benefits. In well-established precedent, the Staff consistently has concurred that
stockholder proposals relating to both of these matters implicate ordinary business matters, and
as such, these types of proposals are excludable under Rule 14a-8(i)(7).

A The Proposal Involves Ordinary Business Matters Because It Seeks to Micro-
Manage the Company’s Policies and Procedures Relating to Conflicts of Interest.

The Proposal requests that the Board adopt a policy addressing conflicts of interest that
arise as a result of Board members with “health industry affiliations” and Company decision-
making regarding health care. At the outset, we note that the Company is in the business of
finding, producing, gathering, processing and transporting natural gas. Thus, the Company does
not operate in the health care industry, and the extent of its involvement in this regard is as a
health care consumer with respect to the benefits it provides its employees. Moreover, the
Company’s Board and its committees typically do not engage in discussions regarding
“pharmaceutical or health insurance issues.” Instead, the Company’s management is responsible
for such matters as part of its day-to-day management function.

The Staff repeatedly has concurred that, pursuant to Rule 14a-8(1)(7) or its predecessor, a
stockholder proposal relating to the adoption or amendment of codes of conduct and related
policies may be excluded, including proposals relating to limiting potential director conflicts of
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interest. For example, in Westinghouse Electric Corp. (avail. Jan. 28, 1997), the stockholder
proposal requested that the board “refrain from any business relationship with any non-
management director for which the non-management director directly or indirectly receives
compensation beyond the director fee.” The Staff concurred with the excluston of the proposal
under the predecessor to Rule 14a-8(i)(7) because the “proposal is directed at matters relating to
the conduct of the [cJompany’s ordinary business operations (i.e., business relationships).”
Further, in Genetronics Biomedical Corp. (avail. Apr. 4, 2003), a stockholder proposal sought to
require that the company’s officers and directors avoid “all” financial conflicts of interest and not
do business with any company in which an officer or director has a financial stake. The Staff
concurred in the exclusion of the proposal under Rule 14a-8(i)(7) because the proposal appeared
to include matters relating to non-extraordinary transactions.

More generally, in Costco Wholesale Corp. (avail. Dec. 11, 2003) the Staff permitted the
company to exclude under Rule 14a-8(i)(7) a proposal to develop a “Code of Ethics that would []
address issues of bribery and corruption” and to make a report thereon. The Staff stated that the
proposal could be excluded under Rule 14a-8(i)(7) “as relating to ordinary business operations
(i.e., terms of its code of ethics).” See also Verizon Communications Inc. (avail. Feb. 23, 2007)
(stockholder proposal requesting the formation of a board committee to monitor adherence to
ethical business practices was excludable under Rule 14a-8(1)(7)); Chrysier Corp. (avail.

Mar. 18, 1998) (permitting the exclusion of a proposal that requested the board review or amend
the code of standards for the company’s international operations); USX Corp. (avail.

Dec. 28, 1995) (granting the exclusion of a proposal on the basis of “ordinary business
operations (i.e., the terms of a corporate Code of Ethics)” where the company already maintained
a comprehensive set of applicable policies); MeDonald's Corp. (avail. Mar. 19, 1990)
(permitting the exclusion of a proposal requesting a “code of business conduct” where one part
of the code was to address employer/employee relations and its business policies); NYNEX Corp.
(avail. Feb. 1, 1989) (permitting the exclusion of a proposal that requested an amendment to the
code of corporate conduct where the “particular topics to be addressed in the [c]lompany’s code
of conduct” included the ordinary business operations of the company); Transamerica Corp.
(avail. Jan. 22, 1986) (allowing the omission of a proposal requesting a code of corporate
conduct addressing relations with various constituencies, conflicts of interest and equal
employment opportunity).

The Proposal concerns conflicts of interest arising from directors with health industry
affiliations and Company decision-making regarding health care. As with the stockholder
proposals at issue in the precedents discussed above, the Proposal concerns the Company’s
ordinary business operations because the decision-making regarding health care issues is a core
function of management’s day-to-day operations. Moreover, the Proposal seeks to interfere with
the Company’s activities in managing conflicts of interests. The Board’s oversight of potential
director conflicts of interest in this regard is a complex process that stockholders, “as a group,
[are] not . . . in a position to make an informed judgment” about. See 1998 Release.
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Accordingly, the Proposal implicates the Company’s ordinary business operations and, thus, is
excludable pursuant to Rule 14a-8(1)(7).

B. The Proposal Involves Ordinary Business Matters Because It Relates to Employee
Benefits.

The Proposal also is excludable under Rule 14a-8(i)(7) because it pertains to health care
costs and, thus, employee benefits. The design, maintenance and administration of health care
coverage are part of the Company’s ordinary business operations. In its day-to-day employee
benefits administration, the Company determines the coverage and applicable eligibility
requirements for employees, retirees and others. Decisions that could impact the nature of health
care coverage provided to the Company’s employees are best left to those who handle such
decisions on a daily basis. However, as discussed below, the Proposal clearly seeks to interfere
with such decision-making.

The Staff has found on several recent occasions that proposals pertaining to a company’s
health care costs are excludable. See General Motors Corp. (avail. Apr. 11, 2007); Target Corp.
(avail. Feb. 27, 2007). In General Motors and Target, the Staff concurred that a proposal
involved a matter of ordinary business where it requested the board to prepare a report
examining the implications of rising health care expenses and how each company was addressing
that public policy issue without compromising the health and productivity of its workforce.
These recent letters are supported by ample precedent. See, e.g., General Motors Corp. (avail.
Mar. 24, 2005} (concurring in the exclusion of a stockholder proposal requesting the formation
of a “directors committee to develop specific reforms for the health cost problem” because it
related to “employee benefits”). The Proposal requests that the Board develop a policy
addressing conflicts of interest that arise from Board members with health industry affiliations
making decisions regarding “pharmaceutical or health insurance issues.” The Proposal suggests
that the benefits to the Company of such a policy could include the Company increasing health
care coverage and lowening the attendant costs. In this regard, the Proposal states, “[h]ealth care
costs could be cut by as much as $1,160 per employee if Congress enacted universal health
mmsurance and required Medicare to negotiate prescription drug prices directly with
pharmaceutical companies.” Moreover, the Proposal asserts that a policy addressing conflicts of
interests on these matters “could benefit the Company,” presumably by lowering the cost of
health insurance.

The Proposal suggests that eliminating potential director conflicts of interest could lead to
comprehensive health insurance, which would result in lower health care costs for the Company.
Thus, the Proposal is excludable pursuant to Rule 14a-8(i)(7) because it relates to health care
costs and employee benefits.
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Il The Proposal May Be Excluded under Rule 14a-8(i)(10) Because it Has Been
Substantially Implemented.

A. Background.

Rule 14a-8(i)(10) permits a company to exclude a stockholder proposal from its proxy
materials if the company has substantially implemented the proposal. The Commission stated in
1976 that the predecessor to Rule 14a-8(1)(10) was “designed to avoid the possibility of
shareholders having to consider matters which already have been favorably acted upon by the
management. . ..” Exchange Act Release No. 12598 (July 7, 1976). When a company can
demonstrate that 1t already has taken actions to address each element of a stockholder proposal,
the Staff has concurred that the proposal has been “substantially implemented” and may be
excluded as moot. See, e.g., Exxon Mobil Corp. (avail. Jan. 24, 2001); The Gap, Inc. (avail.
Mar. 8, 1996); Nordstrom, Inc. (avail. Feb. 8, 1995). Moreover, a proposal need not be “fully
effected” by the company in order to be excluded as substantially implemented. See Exchange
Act Release No. 20091, at § IL.E.6. (Aug. 16, 1983); see also 1998 Release at n.30 and
accompanying text. The Staff has noted, “a determination that the company has substantially
implemented the proposal depends upon whether [the company’s] particular policies, practices
and procedures compare favorably with the guidelines of the proposal.” Texaco, Inc. (avail.
Mar. 28, 1991). In other words, substantial implementation under Rule 14a-8(i)(10) requires that
a company’s actions satisfactorily address the underlying concerns of the proposal and that the
essential objective of the proposal has been addressed. See, e.g., Anheuser-Busch Cos., Inc.
(avail. Jan. 17, 2007); ConAgra Foods, Inc. (avail. July 3, 2006); Johnson & Johnson (avail.
Feb. 17, 2006); The Talbots Inc. (avail. Apr. 5, 2002); Masco Corp. (avail. Mar. 29, 1999).

B. Existing Conflict of Interest Requirements Applicable to Company Directors.

The Company is listed on the New York Stock Exchange (the “NYSE”) and, as such, is
required to comply with the NYSE’s listing standards (“Listing Standards™). Section 303A.10 of
the Listing Standards requires the Company to adopt and disclose a code of business conduct and
ethics for its directors. See Exhibit B. Section 303A.10 states that a “conflict of interest™ exists
“when an individual’s private interest interferes in any way — or even appears to interfere — with
the interests of the corporation as a whole,” which may include when a director “takes actions or
has interests that may make it difficult to perform his or her company work objectively and
effectively.” To this end, the Company has adopted a Code of Business Conduct {(the “Code™)
applicable to Company employees and members of the Board. See Exhibit C and available at
http://www.williams.com/corporate_responsibility/governance/code.aspx. The Company’s Code
includes a specific section on conflicts of interest, which provides that all employees and
directors are “expected to avoid or disclose any activity that may interfere, or have the
appearance of interfering, with . . . responsibilities” to the Company and its stockholders. The
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Code then sets forth specific examples of potential conflicts of interest, while noting, “no list of
potential conflicts of interest can be complete.”

Moreover, the Company is subject to Item 404(b) of Regulation S-K, which requires the
disclosure of a company’s “policies and procedures for the review, approval, or ratification of
any transaction required to be reported under” Item 404(a) of Regulation S-K. Item 404(a)
requires disclosure of related party transactions, including transactions where a director has or
will have a “direct or indirect material interest.” In this regard, in addition to its Code discussed
above, the Company has adopted “Policies and procedures with respect to related person
transactions,” which provide that the Board, acting through the Audit Committee, will determine
whether such a transaction “is in, or is not inconsistent with, the best interests of the Company
and its stockholders” (the “Related Party Policy”). Available at http://www.williams.com/
corporate_responsibility/governance/audit_committee.aspx.

Additionally, the Company is incorporated in Delaware, and Delaware law addresses
conflicts of interests, which would include any potential conflicts with “health industry
affiliated” directors. Directors of Delaware corporations are subject to numerous fiduciary
duties, including a duty of loyalty. The duty of loyalty requires that a corporate director act in
the interests of the corporation and not in the director’s own interests or the interests of a third
party, such as an organization with which the director is affiliated. See, e.g., Cede & Co. v.
Technicolor, Inc., 634 A.2d 345, 361 (Del. 1993) (“Essentially, the duty of loyalty mandates that
the best interest of the corporation and its shareholders takes precedence over any interest
possessed by a director, officer or controlling shareholder and not shared by the stockholders
generally.”) (citations omitted). Because conflicts of interest implicate the duty of loyalty, many
boards of directors, including the Company’s Board, follow general corporate practice in this
regard and, when a conflict of interest arises, require disclosure of the director’s interest in the
matter, followed by recusal from deliberations and voting on the matter, and approval of the
matter by the “disinterested” directors (directors who do not have a conflict). See, e.g., In re The
Walt Disney Co. Derivative Litig., 2004 Del. Ch. LEXIS 132, *24 & n.49 (concluding that
Disney President Michael Ovitz appropriately abstained from attending meeting where a
substantial part of his own compensation was to be discussed and decided upon because of duty
of loyalty, which “imposes an affirmative obligation to protect and advance the interests of the
corporation and mandates that [a director] absolutely refrain from any conduct that would harm
the corporation”) (citations omitted); In re Tri-Star Pictures, Inc., Litig., 1995 Del. Ch. LEXIS
27, *10 (noting “the Supreme Court [of Delaware’s] command . . . that directors who have a
conflict of interest relating to a proposed transaction should totally abstain from participating in
the board’s consideration of that transaction” (citing Weinberger v. UOP, Inc., 457 A.2d 701,
711 (Del. 1983))). In addition, the Delaware General Corporation Law (the “DGCL”} sets forth
procedures for approving contracts or transactions between a corporation and another
organization where one of the corporation’s directors serves a director or officer, and contracts or
transactions in which a director has a financial interest, that are designed to safeguard the board’s
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decision-making process from potential conflicts and maintain the enforceability of the contract
or transaction. See 8 Del. Code §144 (2007).

While the Code, the Related Party Policy and Delaware law do not specifically address
“health industry affiliations,” this is to be expected as it is not possible to identify in advance all
the types of potential conflicts of interest that might arise. This is why the Company’s Code
specifically notes that “no list of potential conflicts can be complete.” Instead, the Code’s
provision related to conflicts of interest is intended to be a broad statement of ethical
responsibility so that the Board can deal with specific situations as they occur. Thus, through
Board actions adopting the Code and the Related Party Policy and through Delaware law, the
Company has implemented the essential objective of the Proposal — addressing conflicts of
interest by health industry affiliated directors. See, e.g., The Talbots, Inc. (avail. Apr. 5, 2002)
(concurring with the exclusion of a proposal requiring the establishment of a code of corporate
conduct regarding human rights because the company had an existing Standard for Business
Practice and Code of Conduct); The Gap, Inc. (avail. Mar. 16, 2001) (permitting the exclusion of
a proposal that requested a report on the child labor practices of the company’s vendors because
the company had established a code of vendor conduct, monitored vendor compliance and
published related information); Nordstrom Inc. (avail. Feb. 8, 1995) (proposal that the company
commit to a code of conduct for overseas suppliers was substantially addressed by existing
company guidelines and, thus, was excludable as moot).

Moreover, the fact that the Company has not implemented the Proposal through a specific
amendment to the Company’s “existing policies regarding related party transactions” alone is
irrelevant since existing provisions in the Code, the Related Party Policy and Delaware law
“compare favorably with the guidelines of the [PJroposal.” For example, in Intel Corp. (avail.
Feb. 14, 2005), the company received a proposal asking that it “establish a policy” of expensing
all future stock options. The company argued that the proposal had been substantially
implemented through the Financial Accounting Standards Board’s adoption of Statement
No. 123(R), requiring the expensing of stock options. Although the proponent asserted that
adoption of the accounting standard was different from company adoption of a policy as
requested under the proposal, the Staff concurred that the new accounting standard had
substantially implemented the proposal and permitted exclusion of the proposal.

Thus, the Company’s adoption of its Code of Business Conduct and Related Party Policy,
as well as its adherence to Delaware law and the NYSE Listing Standards, demonstrate that it
has substantially implemented the Proposal, and the Proposal is excludable under
Rule 14a-8(1)(10).

CONCLUSION

Based upon the foregoing analysis, we respectfully request that the Staff concur that it
will take no action if the Company excludes the Proposal from its 2008 Proxy Materials. We
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would be happy to provide you with any additional information and answer any questions that
you may have regarding this subject. Moreover, the Company agrees to promptly forward to the
Proponent any response from the Staff to this no-action request that the Staff transmits by
facsimile to the Company only.

If we can be of any further assistance in this matter, please do not hesitate to call me at
(202) 955-8287, or Brian K. Shore, the Company’s Corporate Secretary, at (918) 573-4201.

Sincerel

Elfzabeth A. Ising

EAl/csh
Enclosures

cc: Brian K. Shore, Corporate Secretary, The Williams Companies, Inc.
Daniel F. Pedrotty, AFL-CIO Reserve Fund

100368472_8.DOC
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December 3, 2007

By UPS Next Day Air

Mr. Brian K. Shore, Secretary
The Williams Companies, Inc.
One Williams Center, MD 47

Tulsa, Oklahoma 74172

Dear Mr. Shore:

On behalf of the AFL-CIO Reserve Fund (the “Fund”), I write to give notice that
pursuant to the 2007 proxy statement of The Williams Companies, Inc. (the “Company™),
the Fund intends to present the attached proposal (the “Proposal™) at the 2008 annual
meeting of shareholders (the “Annual Meeting”). The Fund requests that the Company -
include the Proposal in the Company’s proxy statement for the Annual Meeting. The
Fund is the beneficial owner of 400 shares of voting common stock (the “Shares™) of the
Company and has held the Shares for over one year. [n addition, the Fund intends to hold
the Shares through the date on which the Annual Meeting is held.

The Proposal is attached. I represent that the Fund or its agent intends to appear
in person or by proxy at the Annual Meeting to present the Proposal. | declare that the
Fund has no “material interest” other than that believed to be shared by stockholders of
the Company generally. Please direct all questions or correspondence regarding the
Proposal to me at (202) 637-5379.

Sincerely,

4

Daniel F. Pedrotty
Director
Office of Investment

DFP:ms
opeiu #2, afl-cio

Attachment




Resolved: Shareholders request that the Board of Directors {the “Board”) of The
Williams Companies, Inc. (“Williams Companies,” or the “Company”) adopt a policy
addressing conflicts of intcrest involving board members with health industry affiliations.
The policy shall provide for recusal from voting and from chainng board committees
when necessary. The policy shall address conflicts associated with Company
involvement in public policy issues related to Board members’ health industry affiliations
and shall be explicitly integrated with the company’s existing policies regarding related
party transactions. For the purposes of this policy, “board members with health industry
affiliations” means any Board member who is also a director, executive officer or former
executive officer of a company or trade association whose primary business is in the
health insurance or pharmaceutical industries.

Supporting Statement

Williams Companies directors William R. Howell and George A. Lorch are also directors
of Pfizer Inc. Both sit on the Nominating and Governance Committee at the Company.
Mr. Howell is the Lead Director and also Chair.of the Compensation Comumittee at the
Company.

In our view, our Company’s existing director independence policies do not adequately
address the financial and professional interests of our Company’s health industry
affiliated directors, nor does our Company require. that health industry affiliated directors
recuse themselves from Board decisions related to pharmaceutical or health insurance
issues that are significant social policies.

Access to affordable, comprehensive health insurance is the most significant social policy
issuc in America, according to polls by NBC News/The Wall Street Journal, the Kaiser
Foundation, and The New York Times/CBS News. John Castellani, president of the
Business Roundtable has stated that 52 percent of his members say health costs represent
their biggest economic challenge, explaining that “The current situation is not sustainable
in a global, competitive workplace.” (BusinessWeek, 7/3/2007)

Health care costs could be cut by as much as $1,160 per employee if Congress enacted
universal health insurance and required Medicare to negotiate prescription drug prices
directly with pharmaceutical companies. (Dr. Kenneth Thorpe, Emory University, 2007)

We are concerned that the financial and professional interests of health industry affiliated
directors could improperly influence our Company’s position on significant social policy
issues that could benefit the Company.

We believe that chairing committees or voting by health industry affiliated directors on
Board decisions on health issues may create the appearance of a conflict of interest. In
our opinion, this proposal will help prevent health industry affiliated directors from
compromising their duty of loyalty to our Company’s shareholders.
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»

. NYSE s COMPAP&Y.MANUAL:

Last Modified: 11/03/2004

303A.00 Corporate Governance Standards

303A.10 Code of Business Conduct and Ethics

Listed companies must adopt and disclose a code of business conduct and ethics for directors,
officers and employees, and promptly disclose any waivers of the code for directors or
executive officers.

Commentary: No code of business conduct and ethics can replace the thoughtful behavior of an
ethical director, officer or employce. However, such a code can focus the board and management on
areas of ethical risk, provide guidance to personnel to help them recognize and deal with ethical
issues, provide mechanisms to report unethical conduct, and help to foster a culture of honesty and
accountability.

Each code of business conduct and ethics must require that any waiver of the code for exccutive
officers or directors may be made only by the board or a board committee and must be promptly
disclosed 10 shareholders. This disclosure requirement should inhibit casual and perhaps
questionable waivers, and should help assure that, when warranted, a waiver is accompanied by
appropriate controls designed to protect the listed company. It will also give shareholders the
opportunity to evaluate the board's performance in granting waivers.

Each code of business conduct and ethics must also contain compliance standards and procedures
that will facilitate the effective operation of the code. These standards should ensure the prompt and
consistent action against violations of the code. Each listed company's website must include its code
of business conduct and cthics. The listed company must state in its annual proxy statement or, if
the company does not file an annual proxy statement, in the company's annual report on Form 10-K
filed with the SEC. that the foregoing infonmatien is available on its website and that the
information is available in print to any sharcholder who requests it.

Each listed company may determing its own policics, but all listed companies should address the
most important topics, including the following:

o Confliets of interest. A "conflict of interest” occurs when an individual’s private
interest interferes in any way — or even appears to interfere — with the interests of the
corporation as a whole. A conflict situation can arisc when an employee, officer or
dircctor takes actions or has intercests that may make it difficult to perform his or her
company work objectively and cffectively. Conflicts of interest also arise when an
employec, ofticer or director, or a member of his or her family, receives improper
personal benetits as a result of his or her position in the company. Loans to, or
guarantees of obligations of. such persons are of special concern. The listed company
should have a policy prohibiting such conflicts of interest. and providing a imeans for
employees, officers and dircctors 1o communicate potential conflicts to the listed
company.

# Corporate opportunities. Employecs, officers and directors should be prohibited from
(a) taking for themselves personally opportunities that are discovered through the use of
corporate property, information or position; {b) using corporate property. information,
or position for personal gain: and (c) competing with the company. Employecs, officers
and dircctors owe a duty to the company to advance its legitimate interests when the
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opportunity to do so arises.

+ Coofidentiality. Employces, officers and directors should maintain the confidentiality
of information entrusted to them by the listed company or its customers, except when
disclosure is authorized or legally mandated. Confidential information includes all non-
public information that might be of use to competitors, or harmful to the company or its
customers, if disclosed.

¢ Fair dealing. Each employce, officer and director should endeavor to deal fairly with
the compuny’s customers, suppliers. competitors and employees. None should take
unfair advantage of anyone through manipulation, concealment, abuse of privileged
information, misrepresentation of matertal facts, or any other unfair-dealing practice.
Listed companies may write their codes in a manner that does not alter existing legal
rights and obligations of companies and their employees, such as "at will” employment
arrangements.

¢ Protection and proper use of company assets. All employces. officers and directors
should protect the company's assets and ensure their efficient use. Theft, carelessness
and waste have a direct impact on the listed company’s profitability. All company
asscts should be used for legitimate business purposcs.

e Compliance with laws, rules and regulations (including insider trading laws). The
listed company should proactively promote compliance with laws, rules and
regulations, including insider trading laws. Insider trading is both unethical and illegal.
and should be dealt with decisively.

¢ Encouraging the reporting of any illegal or unethical behavior. The listed company
should proactively promote cthical behavior. The company should encourage
cmployecs to talk to supervisors, managers or other appropriate personnel when in
doubt about the best course of action in a particular situation. Additionally, employeces
should report violations of laws. rules. regulations or the code of business conduct to
appropriate personnel. To encourage employees to report such violations, the listed
company must cnsure that employces know that the company will not allow retaliation
for reports made in good faith.
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Message from the CEO

Williams' success has been and always will be tied to our employees' commitment to the company's Core
Values & Baliefs. It is not enough to achieve the right results. They must be achieved the right way.

Of course, business conduct issues are not always black and white. That is where this Code of Business
Conduct can help. The Code, which was approved by the Executive Officer Team and Williams' Board of
Directors, was designed as a guide for all our employees and directors to help them put the Core Values &
Beliefs into practice when performing their duties on behalf of Williams. While no Code can be totally
comprehensive, it does provide guidance for some of the more common issues we might face at Williams.

This Code also identifies other resources available to all of us to help resolve ethical issues at work, The
company understands there are times when we all need help deciding the right thing to do, and it is important
we know where we can turn for assistance in resolving such issues.

Corporate governance is taken very seriously at Williams, and we are all responsible for reading, understanding
and adhering to the business conduct standards outlined in this Code. Though not anticipated, any waiver of
this Code must be approved by the Williams Board of Directors, and such waiver for directors and executive
officers must be promptly disclosed to shareholders.

Thank you for your continued commitment to the company's Core Values & Beliefs and doing business the right
way. Williams' future success depends on it.

Sincerely,

Steve Malcolm
Chairman, President and Chief Executive Officer

Back to top
Core Values & Beliefs

Integrity
Integrity must not be compromised. Honest relationships and trust are essential for long-term business success.
We deal fairly in all our business relations.

Investors
We are committed to providing our investors an attractive return over the long term.
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Customers

Customers are the essence of our business. Customers are all parties with whom we deal. We work to satisfy
our customers’ requirements and anticipate their expectations. To succeed, we must work with our customers to
help make them winners, too.

Employees

People are the company's most valuable resource. Employees possess immense powers of innovation,
imagination, skill and a desire to accomplish something of significance. Working as a team enables all of us to
realize our full potential.

Communities

We recognize and enthusiastically accept our responsibility to the communities we serve, through acting as a
good neighbor and through involvement and suppert for community activities. We are committed to protecting
the public, the environment and our natural resources by operating in a safe, reliable manner.

Entrepreneurial Spirit
We maintain a corporate culture that values originality, invention and creativity, and that nurtures these qualities
through openness and reverence for the entrepreneurial spirit.

Tolerance for Risk
The company’s willingness to take risks in deploying new technology and investing in large capital projects is
central to its culture and its success.

Efficiency
Efficiency means the difference between success and failure. We will relentlessly pursue a more efficient way to
do everything we undertake.

Autonomy of Operating Units

The autonomy of operating units is important to promote focus, fast decision making and ultimately
commitment, which is essential for success. At the same time, cooperation must exist so that operating units
work efficiently together and share ideas. Autonomy and entrepreneurial spirit go hand in hand.

Change
We welcome change for the opportunities it offers.

Back to top

Guidance for Resolving and Reporting Concerns

Quick Ethics Check

If you are in doubt when faced with an ethical dilemma, ask yourself:

Is it legal? If legal, is it the right thing to do?

e s it consistent with Williams' policies, standards, and Core Values & Beliefs?
s What would my family think about it?

» How would it look in a newspaper articte?

If you are still not sure what to do, seek guidance from one of the reporting channels listed in the next
section.

Back to top

Where to Seek Guidance

This Code is a guide for helping Williams employees conduct their business in a manner consistent with
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Williams' Core Values & Beliefs. Because our business can be very complex at times, the Code is not meant to
provide all the answers. It also doesn't form the basis for a contract or claim of any kind. Instead, the Code is
intended to be a practical guide to some of the more common situations that many of us may face from time to
time.

Just like the Code, none of us is expected to have all the answers. When we have questions or concerns about
business conduct, the company expects us to seek the guidance we need from the following reporting
channels. Personnel in these reporting channels are sensitive to requests for confidential and anonymous
treatment. However, reports involving a threat to life and property, illegal activities or legal action against the
company are examples of when action required by the company may not allow for complete confidentiality or
anonyrnity.

Supervisor - It is often most effective to report our concerns to our immediate supervisor. Supervisors are
directly responsible for providing their employees with the resources necessary to resolve problems or
concerns.

Next Lavel(s) of Management — In the event an issue is not handled to our satisfaction or we are not
comfortable discussing it with ocur immediate supervisor, we can take the matter to the next level(s) of
managementi. Another effective channel for problem solving is Human Resources, who has a primary role o
support the employee. In addition, the Legal Department is there to assist us with legal issues.

Functional Vice President — If these previous steps do not resolve the issue, we can make arrangements to
review the situation with our functional vice president.

Business Ethics Resource Center — If the above channels do not provide a satisfactory resolution, we may
also contact the Business Ethics Resource Center (see contact information at the end of this Code). All
concerns reported to the Business Ethics Resource Center will be evaluated tc determine the appropriate
course of action to be taken. If we want to report anonymously, we may call the Action Line (1-800-324-
3606).

In addition, the Audit Committee of the Williams Board of Directors has established procedures for the receipt,
retention and treatment of complaints regarding accounting, internal accounting controls or auditing matters. If
we have unresolved concerns regarding questionable accounting or auditing matters, we should promptly
contact one of the reporting channels listed above. These reporting channels should immediately communicate
those concerns to the Business Ethics Resource Center, which is responsible for reporting such information to
the Audit Committee.

Back to top

Reporting Suspected Violations

We all have a responsibility for promptly reporting unauthorized or unlawful activity. Williams understands
employees may be reluctant to report violations if they believe the reporting employee will be subjected to
retaliation. Therefore, it is important for us to understand that Williams will not tolerate retaliation
against any employee who reports a suspected violation in good faith.

Back to top

Investigations and Corrective Actions

All reports of suspected violations will be evaluated by Williams. An investigation will be conducted if the
evaluation points to a potential problem. If the results of an investigation indicate that corrective action needs to
be taken, the company will determine the appropriate steps, including employee discipline, dismissal and
possible legal proceedings. Such actions will also be brought against individuals who have willfully failed to
report known violations.

Back to top

Qur Work Environment
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A good working environment helps support many of our Core Values. it helps protect our most valuable
resource, our employees, and allows us all to reach our greatest potential. It is also consistent with our
recognized responsibility to serve our communities by helping to protect the public and the environment, Our
work environment includes the work site, company events and anywhere our employees may serve as
representatives of Williams.

A positive work environment helps promote a willingness among employees to embrace change, take risks, and
work together as efficiently as possible. it also creates a culture that nurtures our entrepreneurial spirits, and
supports us when it is more effective to be autonomous.

We all are responsible for promoting the maost productive and positive working environment possible. Our
behaviors can affect our work environment, as well as Williams' reputation in the community. We expect that
employees will maintain a high degree of integrity and honesty, and are committed to professional behavior at
work and anywhere they might be acting as representatives of Williams. By doing so, we support our Core
Values and contribute to our company's future success.

Back to top

Equal Opportunity, Affirmative Action and Diversity

Williams has a strong commitment to equal opportunity, affirmative action and diversity in the workforce. We
believe in treating people with dignity and providing equa! employment and advancement opportunities based
on merit, experience and other work-related criteria.

We value the unigue contributions that every employee brings to her or his role within the company and
consider the variety of perspectives and backgrounds that exist within Williams a competitive advantage for us
in the marketplace. Williams is committed o treating all employees fairfy, without regard to any characteristics
that have no bearing on job performance.

Back to top
Harassment/Violence

Respecting the rights of others in the workplace is a primary focus at Williams. There are certain behaviors that
are not acceptable under any circumstances — such as harassment and/or violence of any kind. Examples
include any unwelcome behavior such as advances, inappropriate jokes, intimidation, offensive language,
physical contact, threats or any other inappropriate behavior that creates a hostile working environment for
other employees. It also covers such acts that occur off company premises involving someone who is acting in
the capacity of a representative of Williams.

Back to_top
Health, Safety & the Environment

Williams is committed to the goal of healthy, safe and environmentally sound business practices and
operations. We are responsible for using all reasonable efforts to operate in a manner that preserves the
environment and protects the health and safety of our employees and others, We are also responsible for
complying with all applicable laws and regulations relating to the protection of the environment and the
maintenance of a heaithy and safe workplace.

Back to top
Alcohol and Substance Abuse

Our work benefits from our clear thinking and ability to react quickly. It is important for us to understand that
Williams will not tolerate unauthorized use, possession and distribution, or being under the influence of alcohol
or iltegal drugs in the workplace,

VP-level approval is required before serving alcohol on company premises or at a company-sponsored event. If
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alcohol is served at a company-sponsored event or anywhere an employee is representing Williams, the
employee is expected to behave respectfully and responsibly for their safety and the safety of others.

A voluntary Employee Assistance Program (EAP) is available through Williams for those seeking to overcome
drug or atcohol related problems.

Back to top
Employee Privacy

At Willlams, we respect the privacy of others. We are responsible for maintaining employee privacy through the
careful handling of employee information at all times. We, as employees, have the right to expect that our
personnel records will only be accessed by those with a legitimate reason for doing se. In tum, we must
understand Williams' right to access all company property, communications, records and information created in
the business setting.

Back to top
Q&As

What if my supervisor starts to play favorites with job assignments and overtime, and | begin to fee!
discriminated against? What should | do?

You should tell your supervisor in clear and specific terms that you feel you have not been treated fairly in terms
of job assignments and overtime, If you feel your supervisor has not responded to your concems in a fair
manner, take advantage of the other reporting channels available to you and identified in the Introduction to this
Code.

If | had a manager that kept asking me out socially after work, even though | had no interest and had
continually refused the invitations, what should | do?

Tell him or her no. You should immediately report the situation, most likely to your manager's boss or Human
Resources.

If | receive a call from another company requesting a reference check on a former Williams employee,
how should | handle the call?

You should not provide any information, but should politely refer the caller to Human Resources. By
establishing Human Resources as a clearinghouse for all reference requests, we can ensure that the
information we release is accurate, authorized, and representative of the company's position.

Back 1o top

Compliance With All Laws

Our Core Values talk about integrity and Williams' commitment to its stakeholders - investors, customers, '
employees and communities. We believe an honest and trusting relationship with all our stakeholders is

essential to our long-term business success. This belief drives our commitment to be a good corporate citizen

and to comply with all applicable laws and regulations.

We must understand the taws affecting our business activities and be responsible for compliance. Complying
with both the spirit and letter of the law best serves the interest of Williams and its stakeholders.

The following is a brief listing of some of the major laws that can impact our business. Because legal issues can '
be very complex, if in doubt, we are encouraged to seek guidance from our management and legal counsel.

Back to top
Antitrust

Williams believes that fair competition and a free enterprise system serves the best interest of the company and
its stakeholders. The antitrust laws were enacted to help preserve the free enterprise system by promoting
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competition. These laws prohibit business practices that result in unreasonable restraints of trade or
discriminatory trade practices. The following are examples of practices that may be illegal:

¢ Creation of a monopoly or attempts to create a monopoly;

e Agreements among competitors to fix prices, divide markets, allocate customers or limit the quality or
production of products; and

» Price discrimination and other predatory trade practices.

Back 1o top
Trading on Insider Information

Williams recognizes the importance of strong and healthy securities markets. To ensure such markets, and to
prevent the misappropriation of a company's confidential information, the law forbids us from purchasing or
selling securities if we have material information which has not been made public (inside information). Material
information covers such topics as company earnings, acquis