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Item 7. Financial Statements and Exhibits.

Williams files the following exhibit as part of this report:

Exhibit 99.1 Copy of Williams’ slide presentation dated June 17, 2004.
Item 9. Regulation FD Disclosure.

The Williams Companies, Inc. wishes to disclose for Regulation FD purposes its slide presentation, filed herewith as Exhibit 99.1, utilized during a public
conference call and webcast held the morning of June 17, 2004.

Pursuant to the requirements of the Securities Exchange Act of 1934, Williams has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.

THE WILLIAMS COMPANIES, INC.

Date: June 17, 2004 /s/ Brian K. Shore

Name: Brian K. Shore
Title: Secretary
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99.1 Copy of Williams’ slide presentation utilized during the June 17, 2004, public conference call and webcast.
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Williams Power Tutorial

June 17, 2004




Forward Looking Statements

‘Wiilliams" reports, filing=, and ather public announcements might contain or incorporate by reference staements tha do not directhy or exelusively rel@eta historical facts.
Such statements are Yorward-looking statements" with inthe meaning of Private Securties Litigaion Refomm Act of 1995, You typically can identify fonvard-looking

statements by the use of forward-looking words, such as “anticipate " beliswe,” 'tould," "cortinue," egtimae " "expect,” Yorecast," "may," plan,” potential," "project "
“schedule,” will " and ather smilar words. Thesze statements are based on ourintertions, beliefz, and assumptions about future ewvents and are subjectto ks,
uncertainties, and ather factors. Actual resuks could differ matedalby from those contemplated by the forward-looking statements. In addition to amy 3ssumptions and
cther factors refamed to sﬂeciﬁcalry in connection with such statements, atherfactors could cause our actual resuks to differ materially from the resuks expressed or
implied in any forward-looking staements. Those factors include, among others:

= changes in general economic conditiors and changes inthe industries in which Wiliams conducts business;
= changes infederal or stae laws and reguizions to which Wiliams i subject, including tad, envirormental and employment laws and regulations;
= the cost and oucomes of legal and administrative clams procesdings, imeestigations, oringuires;
the resuks of financing efforts, including our abilityto obtain financing on faverable temns, which can be affected by warows factors, including our credi r@ings and
general economic conditions;
= the level of crediworthiness of counterparties to our transactions;
= the amourt of collateral required to be posted from time to time in ourtrarsadions;
= the effact of changes in azcourting policies;
the abilityto control costs;
the ability of each business unt to successfully mplement key systems, such a5 order entry systems and service deliveny systems;
= the impact of fulure federal and state regulations of business actiities, including allowed rates of rsum, the pace of deregulation in
retail naural ga= and electricky matets, and the resolution of other reguiatony matters;
= changes in ervironmental and ather l[aws and reguiaions to which Williams and its subsidianes are subject or ather edtemal faztors awver which we have no
control;
changes inforeign economies, cumencies, laws and regulations, and poltical clmates, especially in Canada, Argenting, Brazil, and wenezuela, whera Nilians
has direct imestments;
= the timing and extent of changes in commodiy prices, interest rates, and foreign cumency exchange rates;
the weather and ather natural phenomena;
the ability of Williams to develop or aceess expanded markat=s and produst offerings a= well 3= their ability to maintain existing maroets;
= the ability of Williams and its subsidiaries to obtain gowemmental and regulatory approval of varows expansion projedts;
= future wilization of pipeline capacity, which can depend on energy prices, compettion from other pipelines and atemative fuels, the general level of natural gas
and petroleum product demand, decisions by customers not to renew expinng natural gas trarsportaion contracts
the accuracy of estimated hydrocarbon resences and selmic data; and
global and domestic exonomic repem:ussions from termorist activities and the government's respon=e to such temonst activities.

In light of these rsks, uncetainties, and assumptions, the everts described inthe forward-looking statements might not occur or might occurto 3 different estent
or at a differant time that we have described. We undertade no obligation to publichy update or revise any fonward-looking staements, whether as a result of nem
infommation, future everts or atherize.
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Key Points

i e e e i e e e e A

= Expected to generate positive cash flow from operations OQJ,
— Significantly hedged cash flow through 2010

= Significant natural gas business
= Merchant upside in West and Northeast
= Working to reduce risk through forward power sales

= Operational and environmental obligations contracted
to third parties

= Resolving legacy issues

= Strong commercial and financial capabilities

= Continued efforts to increase transparency
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Today S DISCUSSIOI‘I Williams.
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= Overview of natural gas operations
= Updated regional power information
— Positions
— Fuel management
— Short- and long-term fundamentals
— Opportunities
= Updated financials
n Q&A




Williame.

Key Takeaways

i e e e e e e e

= Daily / hourly power plant optimization creates
significant value above the forward curve

= Sustained $5-$10 spark spreads are not realistic

= Long-term fundamentals favor tail risk

= Steam plants in California economically and
operationally viable

= Confident in cash flow guidance







Physical
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atural Ga Wilianis.
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= Average annual requirements
— 2.8 Bcf/d with peak of 3.5 Bcef/d

m 0% for Power

— 20% power-plant supply

— 20% third-party transactions
m 50% for Wiliams' core businesses

= Transportation
— 2.5 Bef/d

m 30% for gas marketing (including power-genaration fuel)
m 0% for Wiliams' core businesses

m Storage
— 17 Bcf

m 67% for gas marketing {including power-generation fuel)
m 33% for Willams' core businesses

= Improving market liquidity and credit




Williame.
—

= Total volumes marketed

MMBtuid
Ficeance Basin 255,000
San Juan Basin 160,000
Powder River 140,000
Arkoma 15,000
Green River 7,000
Total 567,000

= Transportation MMBtuld
Colorada Intrastate Gas Co. 304,000
Whaming Interstate Pipeline 287000
Trailblazer Pipeline 202,000
Transcolorado Gas Transmission 100,000
Marttnwest Pipeline 50,000
Guestar Pipeling 40,000
Transwestern Pipeline 25,000
Total 1,003,000

= Storage - 5 Bef at Clay Basin
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Midstream Fuel Management Williams.

i e e e e e e e

m Supply fuel and shrink

MMBtu/d

San Juan (includes X-haul) 270,000

Rockies 160,000

Gulf Coast 140,000

Canada 200,000

Total 770,000

= Transportation

MMBtu/d

Mobile Bay 362,250
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Transco Agency Serwce (Fs Busmess) Williams.

— 190,000 MMBtu/d no-notice obligation

— 8 customers (Mid-Atlantic and Northeast)
— Notification has been given to terminate
— April 1, 2005 contracts terminate

— FERC settlement implications

— 1.3 Bcef of Eminence storage




Thlrd Party Marketlng

= Transportation

_MMBtuid
Colorado Interstate 34 500
Cluestar 30,000
Southern Star Central 29500
Columbia 15,000
Transco SV WA 15,000
Alliance Fipeline 10,000
Total 134,000

m Storage
Bef
Union Zas Dawn 2.0
MNEPL Gulf Coast 1.8
MNEPL Wid Continent 0.8
Total 4.4

= Third-party sale obligations - 65,000 MMBtu/d
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Cha racterlstlcs Williams.

i e e e e e e e

= Asset-based power business with long-term
contractual commitments

— 6 tolling contracts
= Approximately 7,700 megawatts
= Approximately $400 million in annual demand charges

— 8 key offsetting contracts
— Qver-the-counter (OTC) hedges

Estimated coverage of demand payment = 101% cumulative through 2010*

* Az of 331004, See slide 88 for more detailed information.

14




Types of Hedging Transactions

T T T oo

= Resale of tolling rights
= Full requirements
= Forward power sales

= Mid-market structured sales

Mote: Appropriate quantity of gas purchased (if needed) at time of power hedge




Types of Hedging Transactions Williants.

Resale of Tolling Right

e b e A el ] s’y el oy s o T ] s L e A LT R T S D i s

= Resale of all or part of rights under tolling
arrangements

= Example

— California Department of Water Resources
(CDWR) Product D

» Essentially mirrors underlying tolling contract




Types of Hedging Transactions Williants.

Full Requirerents-.-......

T

= Counterparty-tailored arrangement where
Williams ...

— Serves counterparty’s power demand requirements
— Dispatches counterparty’s power plants / resources

— Markets excess energy produced by these resources
and covers short positions

= Examples
— Georgia Electric Membership Corporations
= Four individual contracts

— Allegheny Electric Cooperative




Types of Hedging Transactions

Forward Power Sales

e e e e e e e

= Physical or financial sale of a defined quantity of power
over a set period of time
= Examples
— CDWR Products A, Band C
— Cleco Utility Group
— Standard OTC transactions
= Typical counterparties
— Power marketers
— Financial institutions
— Utilities
= Time horizon for hedging with forward contracts has
lengthened as credit and liquidity have improved




Types of Hedging Transactions Williants.

Mid-Market Structured Sales

T e,

P g i o L L W e e sy i oLy e e sy s e

= Non-standardized, near-term transactions

— Customized to meet customer/counterparty needs

— Term less than 3 years
= Examples

— Resale of tolling, full requirements, load serving, capacity
= Typical counterparties

— Utilities, municipalities and cooperatives

— Power marketers and retail aggregators

— Financial institutions

m Opportunity to hedge near-term volumes over next
2 to 3 years




Generation Optimization Williame.

_Qon_side_rat i_nns

= Hourly prices provide additional value beyond
forward prices

= Thus, cannot determine full value based solely on
forward prices

= Each unit has unique operational characteristics
— Peaker vs. intermediate vs. base-load

— Start-up costs, start time, minimum run time, ramp-down
capability, etfc.




Generation Optimization Williame.

Example Assum

T

= Examples illustrate value of daily/hourly markets
= Example 1. Monthly optimization
= Example 2. Daily/hourly optimization

= Forward prices assumptions™

= On-peak: $58.62 / MWh
= Off-peak: $40.21 / MWh
= Gas: $6.83 / MMBtu

= Simplified unit operational characteristics applied
to both examples

= 650 MW capacity; 7,000 heat rate; $2.25 variable Q&M
and 8&-hour minimum run time

* Average of actual May 2004 histodcal houdy prices far PAM's [romssood real-time LMP {locational mardinal price) and
Tetco M-3 gas x|




Generation Optimization Willians.

Example1 Monthly Dispatch

Porvar Pica and Producti on Cost

310 e — Spark-Spread Revenue®

- on-Pealk:  $1.8 million
= Off-Peak_ $0.0 million
- ¥a0 minlminln minlainia B ninininin

yeo A AR AR AR Total: $1.8 million

520 4
50

e Gam Frice Spark-Spread Margin®

m | On-Peak:  $8.55/ Mwh

E JETS I
E =] Off-Peak  $0.00/ Mh
“iElII

575 .

5 * Never dispatch out-of-money
3100 3+.m0 * No dispatch off-peak since:
;gg T 53500 .

i ] y1mo Production Cost = Off-Peak
i REDE average price
g :gg 1 Jimo 5
ToNE OANDO  Annno Annoo neoE
(Fim T [% £oalu]
i | ] ik
«0 L |—Spn=ak=pread .
pmr———eJ  lazmm  *Netofvariable O&M. Intended to be
AICELEEERSEER fu?rﬁ Eu?:'ﬂ ErRRERERHEE® D illustrative example and does not include all

specific operational costs & parameters 249




Generation Optimization Willians.

Example 2 DallnynurIy Dlspatch

Porver Frice and Production Coet

310 Spark-Spread Revenue™

y1z N
3100 On-Peak:  $2.1 million
g ::: Off-Peak. $1.5 million
340 Total: $3.6 million
Jz0
50
e Cas Frics Spark-Spread Margin®
e On-Peak:  $(28)-62/ MWh
£ Off-Peak:  $(45)-77/ Mwh
] Occasional dispatch
sm
s1m s oom out-of-money to maximize
=T 33sm total spark-spread revenues
s | :zsm . -
E% ﬁﬂm_nk [ yzom = {subject to 8-hour minimum
sim} [3i5me  runtime)
= §3O 4 -i“:llIlg
= 310 4 JI r¥|I0 =
30 11 [ r 50 =
310} FC3S0OO)
am | (I3 Nt ofvariable O&M. Intended to ke
gy == A illustrative example and does not induds all
e e R e L L o R T specific operational costs & pararmeters

Hourln Month 23




$5-$10 Spark Spreads Not Reallstlc Willians.

e e o e T P AT S

= Additional capacity and infrastructure enhancements needed
to support growth
= New construction not viable at $5-$10/MWh spark spreads

— For all but most efficient plants, revenues would be less than
construction / interconnection costs

= Difficult for majority of power plants to recoup production
costs at $5-$10/MWh spark spreads

= Market forces will align spark spreads with growth
requirements, resulting in supply-demand balance

— Timing of return to balance uncertain, different by region




Utilization Factor: 45%
Spark-Spread: $5.00/MWh
Spark-Spread Revenue: $19.71/KW-yr (45" 8760 " $5.00) /1,000

Construction $615/KW **
Interconnection $229/kKW **
Total $844/kW

Total $74.97 KWN-yr *
plus Fixed 0&M $10.34 /KW-yr **
Total Annual $85.31 /KW-yr

* 8.0% cost of capital, 30 vears
= Assumption for Adv. Gas/Oil Comb Cycle from EIA Annual Energy Outiook 2004 25







AES 4000 Tolling Arrangement

= Capacity: 4,141 MW*

= Base term: June 2013
— 5-year option for either
party to extend to 2018

= Annual demand payment:

— $153 million in 2004-05

— Escalates 1.0% annually
until 2013; flat after 2013

Williams
e

Crhamed:
hdilagra

| B0 K

. i Hatural-gas fired
Tolling: \ / T

AES 4000 d

I
14 htuns Forward Powver Sale:
Through 2012 CIR A, B, C
— 50-450 ki |
~l Through 2010 !
| - W ¢

3 i

Res=ale of Tall:
CDWYER D

1,045-1,175 bt
Through 2010

. &

= Variable O&M payment $2.28/MWh in 2004
— Annual escalator is lesser of 2.5% or CPI

* Receiving non-availability payments for 266 MWs that have been retired
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atRates Wk

Heat Rate
= Alamitos Capacity (MW)  (MMBtu/MWh)
— Unit1 184 107
— Unit2 1684 106
— Unit3 336 95
— Unit4 336 8.7
— Units* 504 94
— Unitg* 504 9.5
— Unit7 ™ 133 16.5

®  Huntington Beach
— Unit1* 226 9.8
— Unit2 226 9.8
— Units* 133 16.5
= Redondo Beach
— Units 184 118
— Unité 184 118
— Unit? o204 9.4
— Unita 504 9.4
= AES 4000 Total 4,141 9.84™

* COWWR Product D; = Unavailable due to environmental limitations; = Excludes unavailable units
Mote: Based on AES 4000 tolling agreement. 28




Repowering Considerations Williame.

AES 4000

e e ks Al st ek i

= Younger plants are more efficient, have higher
capacities, dispatched more frequently
= Favorable economics to repower older units

— Convert 184MW steam units into 450-525 MW
combined cycle

— Estimate cost to be 75-80% of comparable new
capacity

— Goal to exit has precluded additional capital expense

— No intention to repower at this time




Repowering Considerations Williame.
—

AES 4000

T e,

= Third-party engineering study found average U.S. plant life across
all fuels is 70.1 years

= Excluding unavailable units, average AES 4000 age is 43 years

Number of Units

1000
400

800

Alamitos 5 & 6 (CODWR D) |
Fedondo Beach 7 & &

ran

600
500

AES 4000 — Gther Units

400

aan

200

100

el
T I T T I ——

18900 1910 1920 1930 1940 1940
In-Service Date of U.S.

T
1960 1970 1980 1990 ZO00-03

Steam Turbines




Willians.
—

AES 4000 Offsettlng Contracts

= CDWR Products A, B, C

— Forward power sale
— Product A
w July 1, 2003 to Dec 31, 2007
m 200 MW 7x24 @ $62.50/MWh
— Product B
w July 1, 2003 to Dec 31, 2010
= 450 MW 6x16 @ $87.00 to $74.07/MWh
— Product C
w July 1, 2008 to Dec 31, 2010
= 50 MW 6x16 @ $70.00/MWh

Caontract terms: hitpoifsesse cers weater ca. gov/power_contracts.cfim

31




AES 4000 Offsettlng Contracts Eﬂ@ﬂ%

= CDWR Product D

— Resale of tolling rights
= Essentially, a mirror-image toll
— Term
» Jan. 2003 to Dec. 31, 2010
— Quantity
w 1,175 MW through Dec. 31, 2007
» 1,045 MW through Dec. 31, 2010
— Price

= $140/kW-year ({to Dec. 31, 2007) to $117/kW-year
(Jan. 1, 2008, to Dec. 31, 2010)

— Includes availability guarantees and potential penalties

Caontract terms: hitpoifsesse cers weater ca. gov/power_contracts.cfim 27




Fuel Management Williame.

= AES 4000

— Transportation agreements cover 95% of 650,000
MMBtu/d peak need
u Kern: 107,625 MMBtu/d
m El Paso: 5,484 MMBtu/d
= SoCal: 506,794 MMBtu/d

— Storage
» 4 Bef SoCal Intrastate
= 1 Bef Clay Basin storage

= CDWR contract
— CDWR Product D contract gas management / supply




AES 4000 Locational Advantages gﬂfﬂﬂ%

AES 4000 generation “in-city” with premium
Los Angeles locations

Serves constrained load pocket

Williams sells critical ancillary services to
California ISO

AES 4000-generated energy could benefit from
accelerated schedule to enhance reserve margins
and/or locational marginal pricing (LMP)

— No premium associated with LMP included in
projections
Development of capacity market

WECC reserve margins not reflective
of unique Southern California fundamentals




Short-Term Fundamentals

= Hydroelectric capability ~80% of 30-year average
(Mational Dceanic and Atomospheric Administration)

= Major SP-15 transmission line capacity lowered by one-
third for summer 2004

m Triple-digit temperatures in May resulted in SP-15 hourly
peak prices in excess of $180/MWh

m California ISO predicts peak demand growth of 3.56%

(approx. 1,500 MW]) in 2004, with no growth in net resource
capacity

= 3% year-on-year peak demand increase in April; 7% year-
on-year average energy use increase in April (California 150




Long-Term Fundamentals Williams.

e West -

No merchant generation investment until functioning
market proven

Long-term power purchase agreements likely necessary
to secure financing for new power plants

Infrastructure enhancements causing high
interconnection costs for new generation

CA Public Utility Commission easing restrictions which
previously prevented long-term hedging by utilities
Potential LMP implementation should result in premium
energy prices for “in-city” generation

Unfavorable political climate for utilities to add generation
to rate base




Opportunities Williamis.

= Short-term
— 1-to 3-year RFPs issued by utilities
— Resource adequacy rules currently being developed in CA

— Ability to sell physical capacity (viewed by utilities as superior to
financial products offered by non-physical marketers)

Long-term

— Hedging opportunities expected to emerge as 18,000 MW of
contracts® in CA expire

AES 4000 contract includes option to re-power units

LNG re-gasification projects would likely reduce regional
fuel prices

* Including QF (qualifdng faciliies), utility and COWR hetween 2004-2013. See Slide 78 in Appendix,




AES 4000 Hedging vs. Market Willianie.
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Mid-Continent




Portfolio Characteristics
M

» Tolling agreements
— 1,306 MW
— 7,700 average heat rate

— Accounts for approximately 22% of approximately
$400 million annual demand charges

Talling:
Kindar bMorgan —Jadk=on
541 hiwf
Through 2015

T : |
Cleco Evangeline |

Forward Pove l=:
Cleco Evangeline
100250 bt
Through 2005

Williams




Offsetting Contracts

Mid- Cuntlnent

i e e e e e e e e

= Forward power sales
— Capacity sold from Cleco Evangeline
= 250 MW through 2004

— Call option from Cleco Evangeline

= 200 MW through 2004
= 100 MW through 2005




Fuel Management Williame.

e e e A st b s’y e

m Cleco Evangeline (Entergy)
— 145,000 MMBtu/d Columbia Gulf firm transportation
capacity
— Peak day needs of 110,000 MMBtu/d
— 1 Bcf Egan (storage)
= KM Jackson (ECAR)
— 75,000 MMBtu/d full-requirements supply agreement
— Balancing account provided
— (Gas Daily index price




Short-Term Fundamentals Williame.

e e e A st b s’y e

m Cleco Evangeline (Entergy)
— Markets depressed in short-term

— Possibility for some upside to spark spreads to relieve
temporary system constraints

m KM Jackson (ECAR)
— Markets depressed in short-term




Long-Term Fundamentals

Cleco Evangeline {(Entergy)

T e T TR T TRt

= Broader market significantly oversupplied

= Reserve margins will remain high for considerable
length of time

= Plant located in relatively constrained portion of
electric power grid

SPP reserve margins not reflective
of unique Central Louisiana fundamentals




Long-Term Fundamentals

= AEP’s expected integration into PJM market
(~Oct 2004) increases transmission efficiency

= MISO’s implementation of a wholesale energy
market targeted for March 2005

— KM Jackson facility located in MISO footprint, providing
future opportunities for energy and capacity sales into an
organized market




Opportunities Williams.

= Short-term

— RFPs issued by host utilities for capacity and energy
— Resale of tolling to retail aggregators and market
participants
= Long-term
— RFPs issued by host utilities for capacity and energy
— Cooperative and municipal load-serve transactions







Portfolio Characteristics Williamé

=

» Tolling agreements
— 2,276 MW
— 7,000 average heat rate

— Accounts for approximately 40% of approximately
$400 million annual demand charges

Chred:
Hazleton
147 bl

Talling:
AES Red Oak
TES Mns
Through 2022

Full Requirements:
Allegheny Electic Co-op

515600 M "
Tallimg:

AES [ronvood
GGG hawny
Through 2021

EquUire mernts:

Talling: 1f Faur Geargia EMCs
Tenaskalindsay Hill— G00-1 500 kA
244 huny i Through 2015

Through 2020




Offsetting Contract Williame.

_East - PJM

» Full requirements

— Agreement with Allegheny Electric Cooperative
= Not affiliated with Allegheny Energy Supply (AYE)

— Term
= December 2008

— Capacity sold
» Approximately 600 MW peak demand




Offsetting Contracts Willians.

__East — SERC

= Full requirements

— 4 agreements with Walton, Colquitt, Satilla and
Rayle EMCs

— Term
m December 2015

— Capacity sold
» 600 MW in 2005, growing to 1,500 MW in 2015




Fuel Management

Willians.
—

m AES Ironwood (PJM)
— Peak daily requirement - 130,000 MMBtu/d
— 80,000 MMBtu/d no-notice supply agreement
= AES Red Oak (PJM)
— Peak daily requirement - 130,000 MMBtu/d
— 50,000 MMBtu baseload supply agreement
— Supplemental supply agreement
= Tenaska Lindsay Hill (SERC)
— Peak daily requirement - 110,000 MMBtu/d
— 65,000 MMBtu/d seasonal transportation agreement
— Hedging of heating oil fuel requirements




Short-Term Fundamentals Williame.

= PJM forecasts 2.1% increase in 2004 peak demand
— Significantly higher than 0.4% realized in 2003
= 2004 year-to-date actual PJM Eastern spark spreads®

$5.82/MWh higher than 2003 comparables due to high coal
prices and corresponding off-peak energy prices

= ComkEd integrated into PJM market on May 1, 2004

= Potential to efficiently serve larger market with Virginia
integration into PJM

Assumes arnund the u:Iu:u:k avg real tlme prlces for PUM's JCPLZune and Transcn Z E wnh I-' DDIZI heat rate 22




Long-Term Fundamentals
_lronwood/Red Oak (PJM)

e b et A et ] sty e

Willians.
—

= Three RTOs (P.JM, ISO-NE and NYISO) reevaluating
design of capacity markets

— Proposed redesign intended to provide clearer price signals on
value of capacity

— Revision to price mitigation for reliability units would more fairly
compensate existing units

— Likely structure will include demand curve component
— Proposed redesign would likely increase capacity value
= Announced retirements in PJM are currently
approximately 1,300 MW of ~70,000 MW demand
— Another 3,500+ MWV likely to be retired within five years




Short- and Long-Term Fundamentals

HIISERCE—

= Committed to Georgia EMCs through 2015




Opportunities Williams.

East

i iy e b i)

= lronwood/Red Oak (PJM)
— Increasing longer-term market liquidity

— Ultilities, municipalities and cooperatives are re-entering
the market for structured deals

— Continued grid inefficiencies should benefit Red Oak

— Forward sales to bidders of future retail load auctions
(BGS and Maryland), total value of 2004 BGS auction
was $5.1 billion

= Tenaska Lindsay Hill (SERC)
— Committed to Georgia EMCs through 2015




Ironwood/Red Oak Hedging vs. Market Wfﬂrams

East - PJM

e b e e e e s e e e
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Tenaska Hedging vs. Market Williame.

_East - SERC
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Consolidated Financials




Undiscounted Cash Flows @@ms

Combined Segment Portfolio

Dialigrs o miifions

Combined Seqrent Portfolio

Csfimated as of A3 3 Mo, A 2004 A+F 2005 F 2005 F 20072010 F 20112022 F
Taolling 0 emand F ayment Oblig ations (5= (F20E) (FT) (017 (F1637) F3EE
Resale of Talling FH F12= ii=r $21 FH190 b1

F ull Require ments F10 F15 F25 F2z F7 F1a7
Longterm Physical Fonward Power Sales F27 Foz Fo0 wE F1E7 ]
OTC Hedges 35 F156 $55 9 5] (33
Tolling Cash F lows Associgted With Hedges bifd F179 fzre F=00 225 FST
Subtatal Fz= ] F149 F158 6 S =] (F3,3300
Merchant Cash Flons b1 F11 it =] 130 iy circ] 5,567
E=t. Combined Pover Fortfolio Cash Flows Fzz FEG F07 F2EE = B2 187
Forecasted Direct SG&0 (F H500 (H50) 0] (200 ;HS0Mm
F orecas ted Indirect 5388 HE 525 [F2a (F2a (F 100 (F300
Subtatal b ] F111 F132 2132 FaEd F1,397
Legacy Portfalio and Other Watking Capital =i F20 Ft B2 42 F1041
Estimated Cash Flaws Far 218 F174 F255 o F1.952

Mote: Actual cash flows realized upon iguidation or sale of the portfolio may differ materially from those shown,
Wariahility in actuals versus forecast is reflected in range of guidance provided.




Undiscounted Cash Flows Williame.

Tolling cash flows associated with hedges

— Represents a percentage of the value of the underlying
tolling option

— Includes value associated with optionality, such as
volatility, that is not effectively hedged with all products;
thus, actual cash flows may vary from estimates provided

Merchant cash flows

— Represents unhedged cash flow from expected
generation associated with underlying tolling option

— Includes value associated with optionality, such as

volatility; thus, actual cash flows may vary from estimates
provided




Reported Segment Profit

_Total Segment

Doligrs in mlilions

Gross Margin

SGRA

Op. Exp. & Cther Inc / (Exp)
Reported Segment Profit
Includes:

Impairments

Prior Period Adjustment

Cal. Refund & Other Accrual Adj.

Reduction in Force Costs
Recurring Segment Profit

($91)
(36)
)
($136)

11
(8125)




Segment Profit to Cash Flow

Willians.
e

Total Segment 1004

Daligrs In miifions

Grozz Margin
SGE A
Oper Exp & Other Inc § (Exp)

Reported Seqgment Profit

Reverss: Unrealized b Thi
Add: Realized Prior Perod MTHM

Proforma Accrual Basis

Wiotking Capital & Cther Change s
Exp not included in Segm ent Proft

Power Segment CFFO

Flus: Collsteral paid for ather Bus
Unitz

Powver Segment Standalone CFFO

Power Legacy Other Total
(93) " (2)
C16) (16}

151 15}

(109} 76 - (33)
47 7 23)
65 g9 137

6 75 - 81

44 44

(38 (38)

G 75 g &7

76 76

G 75 az 163




Hedge Accounti

' i Williams
g Considerations Williams.

Mark-to-market (MTM) volatility in earnings
significantly reduced, but not eliminated

GAAP earnings not likely to track cash flows due
to MTM recognized prior to hedge accounting
election date

Legacy positions may not qualify for hedge
accounting, thus will continue to be MTM

Ineffectiveness in hedge portfolio still MTM




2004-2006 Guidance

Dollars in mitions 2004
Segment Profit* $0-150 $50-150 $50-200
Capital Expenditures $0 $0 $0

Cash Flows from Operations** $150-350 $50-150 $50-200

* dasmes full vear farward M gaina oF loases ake Zeko

** Excluces cormynoctity imargin voiatihe




Dallars in miflions

m  Margin volatility (99% confidence interval)
- Incremental liquidity requirement

3/31/04 12/31/03
— 30 days ($185) ($183)
— 180 days ($309) ($324)
— 360 days ($390) ($349)
m Incremental Margin requirement from historical price spike
2127103
($139)

Assmption: The mamin numbers abovie consist of anle the forvard manminabie positon valles, staring fom May 2004




Estimated dollars In millions

Sensitivities Analysis*

Power
West Spark Spread
Power Price (Per Myyh)

Price Increase $5.00
2004 $0-5
2005 $5-10
2008 F5-15

* Assumes a non-carrelated change inWest power prices anly, no chande in power valatility, full extrinsic value nat included.
Heat rate and position change associated with Spark Spread increase is consistent across all months. Cash flow ranges are
not linear.







Williame.

Key Takeaways

i e e e e e e e

= Daily / hourly power plant optimization creates
significant value above the forward curve

= Sustained $5-$10 spark spreads are not realistic

= Long-term fundamentals favor tail risk

= Steam plants in California economically and
operationally viable

= Confident in cash flow guidance




Williame.

Summary
= Operating business to
— Reduce risk
— Generate cash
— Meet contractual commitments
= Continuing difficulty in exiting business

= Viable business fundamentals both short- and
long-term
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Business Background




Tolllng Concept

Tolling - Fuel conversion arrangement. Williams
supplies fuel to plants and markets electricity output.

Plant owner receives fixed fee and retains operational
responsibility.

Input Power Generation Qutput
{Fuel Converter)

Natural Gas, H“eat Réte Power
Coal, Fuel Oil, (Fuel Conversion

Steam Efficiency) -




Heat Rate

T )
Concep Wilianis.

T A b SRR g e RS G T e L L D S e A,

Heat rate — The amount of fuel a power plant requires
to produce one unit of power. A measure of the
efficiency of generating plants.

MMBtu
MWh

= Heat Rate

Key concepts
= The lower the heat rate, the more efficient the power-generation unit.

= Heat rate, when considered in conjunction with a unit's input fuel,
generally determines a power-generation unit's economic viability in a
given market.




Spark Spread Concept gﬂ@n?s

e e e e e e e

Spark spread - The difference between the price of power
and the cost it takes to produce it at a given facility.

Power Cost:
Power Price - | Fuel Cost X Heat Rate| = Spark Spread

Example:
$42/Mwh - | $4/MMBtu X 10MMBtu/MWh | = $2/MWh

Key concepts
= The higher the spark spread, the higher the margin.

= A negative spark spread indicates it is more economical to purchase power to
meet commitments than run generating facilities “out of the money.”

*Wariahle Q&M costs trpically included in spark-spread calculation, but not reflected here for sake of simplicity. 75




e e o e T P AT S

= Represents the estimated tolling cash flows that have
been hedged.

Estimated Cash Flow

Underlying Associated wi Associated w/
Toll Market Hedge Tol* Hedge Net
Example (g25) $35 $35  $10 $0 $10
Example 25 $30 s35  §5 $5  $10
Bxample (g25) $20 $35  $0 $15  $15

" Both the hedge and the underlying toll are marked against current market
prices. 6




Summary of NG Storage Agreements E‘iﬂ—!?"?‘

N Daﬁam mmeonS o

Storage Agreements MSQ* Demand Term
Clay 6.4 $3.7 Apr ‘08
Dawn 2.0 $0.9 Mar “13
NGPL Gulf Coast 1.6 $0.8 Mar ‘12
NGPL Midcontinent 0.8 $0.4 Mar ‘12
Transport Associated with Storage $1.9

Total 10.9 $5.8

* Maximum Storage Guantity in Bef




Summary of NG Transport Agreements g{g@n?s

Transportation Agreements Capacity Demand Term
Alllance 10,000 $3.4 Sep'1s
CIG (Green Fiver to Tomahawk/Cheyenne) 7,000 0.8 Alg ‘09
CIG (Cave Gulch & Cyclone Ridge to WIC) 15,000 04 Cec '07
CIG (CGF & Elk Basin to WIC) 15,000 $0.7 Dec '07
I (Bl Forest, King & Gm River to Lakin) 25,000 429 Aug ‘09
CIG (Elk Basin to Lakin 7,730 $0.9 MNow '05
CIG (Elk Basin to Baker) 10,000 $1.2 Dec '04
El Paso 5484 0.7 Jur ‘06
Transco - PG Energy 2,000 0.8 oct'04
Transco (6,880) 6,580 $0.8 Annual
WNG-CIG 20,454 $2.2 Dec '07
Tatal Transport 136,588 $14.7

Capacity = MMWBtu

Demand = Dollars in millions per year




California Contract Expirations

e A e e e T DIy S sy ey pre ]

Upcoming Major Energy Resource

Expirations
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Forward Spark-Spreads Willians.
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+ Spark-spread reprasents the variable net margin per Mwh of energy production
» Curve assumes a 7 heat rate conwersion efficiency and assumes no YOEM
* Spark-Spread = Power Price — (7 = 3as Price)

Mote: For consistency with Est. Cash Flow projections, Current curves presented above represent
market conditions as of 373172004
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Forward Spark-Spreads Willians.
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+ Spark-spread reprasents the variable net margin per Mwh of energy production
» Curve assumes a 7 heat rate conwersion efficiency and assumes no YOEM
* Spark-Spread = Power Price — (7 = 3as Price)

Maote: For consistency with Est. Cash Flow projections, Current curves presented ahove represent
rmarket conditions as of 373152004 a9




Forward Spark-Spreads Willians.
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s Spark-spread represents the variable net margin per MyWh of energy production
* Curve assumes a 7 heat rate conwersion efficiency and assumes no WOEM
+ Spark-Spread = Power Price — (7 = Gas Price)

Maote: For consistency with Est. Cash Flow projections, Current curves presented ahove represent
rmarket conditions as of 373152004 a4




Forward Spark-Spreads Willians.

PJM-West {(Red Oak / Ironw
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+ Spark-spread reprasents the variable net margin per MyWh of energy producton
» Curve assumes a 7 heat rate conwersion efficiency and assumes no YOEM
* Spark-Spread = Power Price — (7 = 3as Price)

Mote: Far consistency with Est. Cash Flow prajections, Current curves presented above represent
market conditions as of 33172004 a5




Forward Spark-Spreads
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s Spark-spread represents the wvariable net margin per MyWh of energy prodaction
» Clrve assumes a 7 heat rate conversion efficiency and assumes no YO&RM
* Spark-Spread = Power Price — (7 = Gas Prica)

Maote: For consistency with Est. Cash Flow projections, Current curves presented above
represent market conditions as of 373172004 06




Financials & Accounting
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Dalars in millions

CONMBINED 2004 A+F 2005 2006 2007-2010
Demand Payments 3 (399) % (387) % (401y $ (1,837
Resale of Talling 3 1268 % 87 % a1 % 190
Full Fequirements 3 19 % 25 % 2 % 71
L-T Physical Fud Power Sales 3 92 % 90 % 63 % 137
OTC Hedges $ 186 % 56 % 89 $ (35)
Merchant Tolling Revenue Hedged 3 179 % 278§ 295 % 835
Total Hedged Cash Flows % 570 % 5846 % 558 % 1,198
Dmd Pmt Coverage through 2010

Total Hedged in Cash Flows 3 2872

Tatal Demand Payments 5 (2830

Cost Coverage 1.01




Total Undiscounted Cash Flows

Williame.
—

Dofigrs in rdiiions

et Povver Portfolio

Esfimated a5 of 3131004 3 Mo A 2004 A+F 205 F =00E F 2007-2010 F 2011-2018 F
Tolling Demand P ayment O bligatio s 6= CE15h CE15h CE1550 a2} 1,243
Rezale of Talling = F12=2 w7 =1 F180 b 1)
Longterm Physical Fanmard Power Sales F20 Bz = wHe F127 ]

OTC Hedges k] e aE Bz [F16E) 5
Talling Cash Floves Associated With Hadges F12 F112 bl [ 5174 FE32 B2
Subtotal Fa2 Fire F295 F239 204 'F1,229)
hlerchant Cash Flons B 11 b ¥ bifda] BETS b ST
Estimated Cash Flowe b 3] Fz2 Faaz F34 =R 51,258

Mate: Actual cash flows realized upan liguidation ar sale of the porfalio may differ materially from those shown. Also, please

nate that proprietary positions, storage, transportation, transmission, crude and refined products, interest rates, option premiums
and marging are not included.

ga




Total Undiscounted Cash Flows
-nntinent Power Portfolio

Williame.
—

Daliars in miilions

Mid- Continent Poswer Portfolio

Csfimtafed as of 33104 3 WMo, A 2004 At+F 2005 F Z0EF 2007-20M0F 2014-2022 F
Tolling Demand P ayment Obligations [F12) (=N (FaE (F=9) [F2E2) F230
Long-term Physical Forward Power Sales = F1 =2 o) Ll 0
OTC Hedges bl 16 (F1E (1< 5180 O
Tolling Cash F lows Assaciated With Hedges (E2 G 28 F24 14 0
Subtotal (7 (FEE) FE) (579 (F337) BRI
Merchant C ash Flows 1] 0 1] 21 FTE Fag4
Estimated Cash Flaws 1§17 [ESEN Ei=k] (4 1=kl 147

Mote: Actual cash lows realized upan liguidation or sale of the portfolio may difer materially from those shown, Also, please

note that proprietary positions, storage, transportation, transmission, crude and refined products, interest rates, option
premiums and margins are not included.




Total Undiscounted Cash Flows
East Power Portfo

Williame.
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Dailars i millions

East Powver Portfolio

Csfimated as of ¥3104 3 Mo, A 2004 A+F 2005 F 2005 F 20072010 F 2011-z2022 F
Tolling D emand P ayment Obligations (F2E) H1E [H15h F155 [REEE) F1., 780
Full Requirement F10 F15 25 F22 M F147
OTC Hedges F14a Fa By byl ¥ (E2E0
Tolling Cash Flows Associated With Hadges (51 F50 ¥ F101 Fe50 F250
Subtatal [Eale] [E:x) ] F21 6253 (F205) F1,312
Mlerchant Cash Flows ‘H0 ) F21 25 FIT2 F2, 095
Estimated Cazh Flons LH15) N CF10 F22 FEG Frag

mate: Actual cash flows realized upon liguidation or sale of the podfalio may differ materially fram those shown. Also, please

nate that proprietary positions, storage, transportation, transmission, crude and refined products, interest rates, option
premiumes and margins are not included.

=N
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i
2%
Daflgrs in miiicns -9.9 o
Yy

Combined Power Portfolio
1Q04 Change in Estimated Cash Flows 2004 F 2005 F 2006 F
Tolling Demand Payment Obligations (54 iF) i)
Fesale of Tolling (515) (520 ($23]
Full Reguirerments h1) (517) (h24)
Long-tern Physical Forward Power Sales ihd) (511) =)
OTC Hedges (513 54 512
Tolling Cash Flows Associated With Hedges 571 $83 f49
Subtotal 524 $37 b4
Merchant Cagh Flows 1] b a7
Est. Combined Power Portfolio Cash Flows F40 $46 $E1
Forecasted Direct SGRA $0 0 $0
Forecasted Indirect SGRA $0 $0 ¥0
Estirmated Cash Flows After SGEA F40 546 $51

Mote: Represents change in estimated value aver a 3 manth time frame from 12731703 to 2731504

a2




Undisc. Cash Flow Variance A

_Power-Onl

Daoliars in miiions

Combined Power Portfolio Actual Forecast
Actual 1004 v. Forecast 1004 1004 1004
Talling Demand Payment Ohligations (88 (88
Resale of Tolling 41 472
Full Requirements (1 (4
Long-term Physical Forward Power Sales 27 22
OTC Hedges 36 46
Estimated Hedged Tolling Revenues i _(m
Total Cash Flows 22 21

Estimated Merchant Revenue Unhedoed - -

Forecasted Direct SG&EA (8) (13)
Forecasted Indirect SGRA (8) (6]

Estimated Cash Flows After SGEA $6 $2




MTM Realizations

T ) s laain e oy e

Doltars in millions

PowerSeqment

Derivative Balances

Expected to be

Realized Based on

3/31/04 Fair Yalue
2Q 2004 $10
3Q 2004 63
4Q 2004 19
2005 188
2006 174
2007-2010 170
2011-2022 20

Williame.
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Revenue Recoghnition Williame.

EITF02-3

e e ks Al st ek i

= Adoption of EITF 02-3 on Jan. 1, 2003, requires:

— Non-derivative contracts be reported on an accrual
basis

— Derivative contracts continue to be reported on a fair
value basis under SFAS 133

= Not currently qualified for cash flow hedge
accounting under SFAS 133 due to stated intent
to exit the business




Revenue Recoghnition Willians.

EITF02-3

e e ks Al st ek i

= Prohibits the use of fair-value accounting treatment
for contracts that do not qualify as derivatives under
FAS 133 “Accounting for Derivative Instruments and
Hedging Activities”

= Derivative instruments:
— Underlying
— Notional

— Net settlement or instrument is readily convertible
to cash

— Minimal net initial investment




Revenue Recoghnition Willians.

EITF02-3

e T i S

= Derivative instruments = Non-derivative

— Financial transactions instruments

= Options — Tolling

m Swaps — CDWR Product D

= Futures | — Full requirements
— Forward physical

_ — Storage
transactions .
— Transportation

— Transmission
— Transco Agency Service

— Spot physical
transactions




Revenue Recoghnition Williame.
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EITF 02-3

T T

= Since not currently qualified for cash flow
hedge accounting...

— Derivative instruments accounted for on a fair-value
(MTM) basis

m Changes in the forward value of these instruments are recorded
as unrealized gains / losses on the income statement and
balance sheet

— Non-derivatives reported on an accrual basis




Revenue Recoghnition Williame.
—

GAAP earnings vary from economic results and cash flows:

- MTM gains or losses reflect change in fair value of derivative hedge porifolio,
but not change in fair value of underlying non-derivative contracts such as
tolling agreements

— Accrual earnings reflect earnings from underlying non-derivative contracts,
but do not include previously recognized unrealized gains or losses from
derivative contracts

— Normal purchases & sales contracts are no longer MTM but reflect realized
accrual earnings offset by periodic reversal of previously recognized MTM
earnings

GAAP earnings are volatile because hedges are MTM without
offsetting impact of change in fair value of underlying contract

Cash flows provide proxy for accrual-based economic results, but
include changes in working capital




Revenue Recoghnition

EITF 02-3

i e e e e e e e e

Other changes mandated by EITF 02-3

= Before EITF 02-3 = After EITF 02-3
— Inventory accounted for on — Inventory accounted for on
MTM basis a Lower of Cost or Market
— All trading revenues (LCM) basis
reported on a net basis — Revenue reporting mixed

m Unrealized derivative revenues
reported net

m Financially settled realized
derivative revenuss reported net

= Mon-derivative revenues reported
gross

m Physically settled realized
derivative revenuss reported
gross




Williame.
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Summary of Accounting Treatment by Contract type:

Conftract Type Accty Accty Income Revenues
“Bucket” Method =Cash? Gross/Net

Talling Mon-Derivative Accrual Yes Gross

Full Bequirements Mon-Derivative Accrual Yes (3ross

Storage Mon-Derivative Accrual Yes (3ross

Transportation Maon-Derivative Accrual Yes (3ross

Transmission Mon-Derivative Accrual Yes Gross

Firm Service Mon-Derivative Accrual Yes (Gross

COWE Product D Mon-Derivative Accrual Yes Gross

Spot Physical Tres Mon-Derivative Accrual Yes (3ross

CDWR ABC Derivative MNormal PE&S Mo Gross & MNet

DOTCMNYMEX Fins  Derivative M T Pl Mo (5ross & Met

Forward Fhysicals  Derivative MAT Il Mo Gross & MNet




Income Statement: 1Q 2004 10-Q @@ﬂ%

S Revenues include:

ik o v 0 L
I "1

m Gross revenue far norderivative
contracts (eg., tolling)

m Gross revenue for realization of
physically settled fonward sales contracts

m [et revenues for changes in fair wvalue of
derivatives (unrealized gains and l0sses)

m Mote: Changes in fair value of non-
derivativies no longer reported

Tkl it a8 i

T P e .

Costs & op exps include:
IR m Demand payments

m Gross purchases for realization of
physically settled forward purchases

Pemramp morme Jaut

_ :’iE- Selling, General & Administrative
R —— Expenses

Mote: The full 12104 consalidated staterment of operations is
available on williams.com.
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Balance Sheet: 1Q 2004 10-

" p— S Accounts Receivable: Commodity
— it = sales and derivative settlements

Hoakl el o g T TR

e Derivative Assets: Fair value
e o B BCRIED 2 e L 8 a4 —— . " . .
a it h (unrealized gains) of derivatives

Margins: harging, adeguate assurance
r:t a1 and prepays paid to others

i ad mm ek d sl

S e S ] Note: Fairvalue of non-derivative
- = = (— contracts no longer reported on the balance

g P = sheet

—r— Accounts Payable: Commadity
e i — purchases

£ Derivative Liabilities: Fair value

- - A — (unrealized losses) of derivatives

wr 14
P |
= P i
e e s s gk b -0y 318
au 2 =

Mote: The full 1204 consalidated halance sheetis available
on williames. corm.
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Frequently Asked Questions




What happens if a plant realizes a heat rate greater {or less) than what is provided under the contract?
Althauah the terms vany, all of the talihg agreements have “heat rate guarantees” that effectively put the Fiak and benefit of
heat rates that differ frorm the guaranteed rates an the plant owneroperator. These contractualdfinancial guarantess by the
owheropetatar aiiow Willlams to focus on matiet concitions inmaking dispaich decisions.

What happens if a plant exhibits low availability?

Al of Williams' balling agreameants have avaiiabilily guarantess, again with vatiations in terms, that provice for discounts o
Witliamas' pawvments |n the event target avalizbilities are nat achieved. dvailabilly Bonuaes are deaighed to Qive
owneroperators incentives fo achive higher availabilitios,

Please explain what re-powering (improvement) rights Williams has under the AES4000 agreement?

Subfectto specified conditions, Williamas has the roht to cawse wnit repowerihg to achieve heat rate Improvementa. i the
repowaring is not puraled, Wiilams has a buv-out ight for an amount equal to the owtstancding cebt aitrbutabie fo the unit,
piua coats, ahd ecquity (heiuding ROE).

How does the Product D contract compare to the AES4000 PPA?

The Praduct O contract functions easentially a3 & ity inage” of the the AES 4000 agresrment COWR has toiing andf
dispatch rights to desinated units that mirrar Willams' ights with AES, subject o important exceptions, including pice and
VOIS,

Does Williams have any gas price risk associated with Product D?

COWR s responsitie far obtaining (2t its cost) fuel for the designaled units. Williams has supalied incexcphiced fual o the
COWR for designated Lnits Lnder g fuel sumaly pian.

Mate: All answers regarding Williams' contracts are necessarily sumimary in nature and subject to the specific provisions of
the agreements.
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Williams
FAQ (cont) o anine

Is Williams required to supply energy for the CDWR contracts from the AES 4000 plants?

Prociuct 11 Ja the only contract that requires deliveny of energy from the AES 000 piants. Energy for Prociucts ABC can be
supalied from the market and as Jong a5 itis schedlied o SR-15

How do the ratings agencies calculate imputed debt for the power portfolio?
it is our anderstanding that 5P discounts the demand pavments back at 10% and takes 70% of that number. 1While Moody's uses g
simiar methodalogy, they do not prblish thelr caknlated results.
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