st s FM ”’»3;;7 ’TZD

MAR 16 2007

FL:’:.J_, «...)iv}fgfi
COMMIB3ION

ATMOS ENERGY CORPORATION

MID-STATES / KENTUCKY DIVISION

) CASE NO. 2006-00464

IN THE MATTER OF

RATE APPLICATION BY )
ATMOS ENERGY CORPORATION )
MID-STATES/KENTUCKY )

RESPONSE OF ATMOS ENERGY CORPORATION
MID-STATES DIVISION
AG DATA REQUEST DATED FEBRUARY 20, 2007

(AG DATA REQUEST NO. 1)

DR 51 -DR 100

MARCH 16, 2007



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 51
Witness: Greg Waller

Data Request:
Please provide a listing, description (including account number) and dollar amount
of all public relations and community relations expenses included in the above-the-
line forecasted test year O&M expenses. This expense analysis should also
include the public relations and community relations expenses included in the
allocations to Kentucky from the SSU and General Office.

Response:
See attachement labeled AG DR1-51 ATT.



Atmos Energy Corporation, KY
Case No. 2006-00464

AG DR1-51
Attachment #1
Kentucky division only.
8700 4040 Community Rel&Trade Shows 417
417
8740 4040 Community Rel&Trade Shows 9
9
9070 4040 Community Rel&Trade Shows 1,068
9070 4046 Cust Relations & Assist 20
1,088
9090 4040 Community Rel&Trade Shows 3,170
9090 4046 Cust Relations & Assist 329
3,499
9100 4040 Community Rel&Trade Shows 2,303
9100 4046 Cust Relations & Assist 6,917
9,220
9110 4040 Community Rel&Trade Shows 12,150
3110 4046 Cust Relations & Assist 15,479
27,629
9120 4040 Community Rel&Trade Shows 6,471
9120 4046 Cust Relations & Assist 30,557
37,028
9160 4040 Community Rel&Trade Shows 66
9160 4046 Cust Relations & Assist : 105
171
Allocation from SSU.
9220 4040 Community Rel&Trade Shows 91
9220 4046 Cust Relations & Assist 13,931
14,022
Allocation from General office.
9220 4040 Community Rel&Trade Shows 27,869
9220 4046 Cust Relations & Assist 58,018

85,887



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 52
Witness: Greg Waller

Data Request:

Please provide a description and the amount of any fines and penalty expenses
(direct Kentucky as well as allocated from the SSU and General Office) that are
included in the above-the-line forecasted test year expenses.

Response:

There are no fines or penalty expenses in the above-the-line forecasted test year.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464

Attorney General Initial Data Request Dated February 20, 2007

DR ltem 53
Witness: Greg Waller

Data Request:
With regard to AGA dues, please provide the following information:

a.

Response:

a.

Total AGA dues included in the forecasted test year expenses. These
dues should include the dues paid by Kentucky, as well as any dues
allocated to Kentucky from the SSU and General Office. In addition,
explain whether 100% of these expenses are booked above-the-line or
whether a portion of them are booked below-the-line, and explain the
reason for this below-the-line portion.

Please provide the latest available percentage breakout with regard to the
activities performed by the American Gas Association.

Provide a copy of the latest American Gas Association document that
includes detailed descriptions of the nature and purpose of each of the
functional areas to be provided in response to part b above.

Total AGA dues included in the forecasted test year expenses are
$29,503. This is the allocated amount of the total corporation dues paid.
The entire amount is charged above the line (account 9302). There
were no dues paid to AGA charged below the line.

The following was provided by the AGA. The basis for the percentage
breakdowns in dollars allocated by function in their 2007 budget.

AMERICAN GAS ASSOCIATION

2007 BUDGET
$ %
2007 2007
ALLOCATION ALLOCATION
Advertising $345,000 1.39%
Corporate Affairs $2,099,000 8.44%
General & Administrative $4,665,000 18.77%
General Counsel $1,016,000 4.09%
Industry Finance & Administrative Prog. $1,283,000 5.16%
Operations & Engineering Management $5,993,000 2411%
Policy, Planning & Regulatory Affairs $3,669,000 14.76%
Public Affairs $5.790.000 23.29%

Total Budget $24,860,000 100.00%



c. The following functional area information was provided by the AGA.

Advertisement manages the development and placement of
advertisements in national print and electronic media.

Corporate Affairs provides opportunities for interaction between member
companies and the financial community. The focus is to promote interest
in the investment opportunities in the industry.

General and Administrative includes:

1. Office of the President provides senior management guidance
for all AGA activities.

2. Human Resources develops and administers employee
programs and provides office and personnel services.

3. Finance and Administration develops and administers financial
accounting and treasury services and maintains computer
services capability.

General Counsel provides legal counsel to the Association.

Industry Finance and Administration develops and implements programs
in such areas as accounting, human resources, and risk management for

member companies.

Operations and Engineering Management develops and implements

programs and practices to meet the operational, safety, and engineering
needs of the industry.

Policy, Planning, and Requlatory Affairs includes:

1. Policy & Analysis identifies the need for and conducts energy
analyses and modeling efforts in the areas of gas supply and
demand, economics, and the environment.

2. Requlatory Affairs provides members with information on FERC
and state regulatory developments; prepares testimony,
comments, and filings regarding regulatory activities.

Public Affairs provides members with information on legislative
development; prepares testimony, comments, and filings regarding
legislative activities, lobbies on behalf of the industry. It also includes
Communications, which develops informational material for member
companies and consumers and coordinates all media activity.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 54
Witness: Greg Waller

Data Request:
Schedule F-2.1, page 2 shows total charitable contributions of $160,706 that the
Company claims are not included in above-the-line O&M expenses. In this regard,
please provide the following information:

a. Are these expenses that are booked below-the-line in the Company’s
budgeting process or are these expenses that are booked above-the-line
by the Company but have been removed specifically for ratemaking
purposes in this case. If the latter, through what process and where in the
filing schedules were these expenses removed?

b. If any other expenses that can be considered contributions are included in
the above-the-line forecasted test year O&M expenses, including in the
expenses allocated to Kentucky from the SSU and General Office, please
identify, list and quantify these contribution expenses.

Response:

ltem a:

These items are booked below the line in the budgeting process.

ltem b:

Beginning with Fiscal Year 2007, all charitable contributions are booked below the
line. Please see response AG DR1-49 for further clarification.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 55
Witness: Greg Waller

Data Request:

Schedule F-1, pages 4 ~ 6 shows forecasted test year dues of $82,960 that are
characterized as social and club dues. In this regard, please provide the following
information:

a. Is the entire amount of $82,960 booked as above-the-line O&M expense?
If s0, explain in which account(s) these expenses are recorded.

b. To the extent that this $82,960 does not include dues allocated to
Kentucky from SSU and the General Office, please identify, list and
quantify all such allocated dues included in the above-the-line forecasted
test year O&M expenses.

c. $36,167 out of the $82,960 is for numerous chamber of commerce dues.
Please explain why it is appropriate to have the ratepayers pay for such
dues.

d. Please provide the nature and purpose of the dues on the following lines
on Schedule F-1, pages 4-6: 2, 3, 6, 8, 14-18, 26, 27, 29, 30, 35, 36, 41,
42, 47, 50-52, 55, 57 and 58.

Response:
a. Yes. These expenditures are booked to account 9302.

b. The $82,960 does not include allocations from SSU or General Office. See
attachment labeled AG DR1-55 ATT for these expenditures.

¢. Membership in these organizations serves as an important business
operations tool for Atmos Energy. The Company and its customers benefit
from infrastructure improvements advocated by commerce organizations that
enhance opportunities for local business and industry, and for those
employed and served by the business community. Customers have a deeply
vested interest in the economic well-being of both their utility company and
their community. Commerce organizations provide tools that facilitate the
ongoing maintenance of a healthy, efficient and reliable company. Moreover,
such organizations aid in connecting ratepayer interests in urban and
agricultural areas along with acting as a networking resource that keeps the
industry up to date on best business practices and emerging needs of
customers. Simply put, the Company continues to participate in such
organizations because it firmly believes that membership provides direct and
tangible benefits to ratepayers.

d. Line 2, Associated Industries of KY is a statewide association dedicated to a
better business, tax and labor climate. It is a pro-business group that covers
all segments of the business community by pursuing a business friendly
climate. It promotes Kentucky as a state in which to locate industry and to



locate a family. It promotes business which is in the best interest of the
company and citizens of the Commonwealth.

Lines 3,6,26,29,30,36,50 and 52 are dues paid to various Home Builder
Associations. Local Home Builder Associations hold monthly meetings to
provide its members an opportunity to exchange ideas and information. They
promote the housing industry and continually strive to provide quality
housing. They assist in home shows, table-top nights and parade of homes
while also hosting educational seminars. They stay alert to local government
involvement such as zoning, building codes and subdivision regulations.
They provide Atmos a low cost/high benefit way to stay involved with local
housing professionals who are providing functional , quality and affordable
.housing opportunities for our current and future customers. The HBA also
allows the company an avenue for communicating the benefits of natural gas.

Lines 8,16,17,18,35 & 47 are dues paid to various organizations dealing with
economic development. These organizations are typically public/private
partnerships formed to attract and to grow primary employers. In conjunction
with other agencies, they market local airparks and industrial parks. They
also assist existing businesses with expansion projects. Again the
Company’s involvement in these organizations provides an avenue to
promote both business and residential growth in the areas where service is
provided.

Lines 14, 15 & 27 are dues paid to various organizations supporting
redevelopment or revitalization of older or out dated downtown areas.
Redevelopment of existing blighted neighborhoods is extremely cost effective
since the infrastructure for urban development already exists. Downtowns
are the heart of our communities and a revitalized and vibrant downtown
benefits the community and our rate payers. They help make downtown
areas more attractive, both in appearance and functionality, while trying to
bring new business and families into town, thus allowing for future growth in
business and therefore residential customers.

Line 41 contains various small Chamber of Commerce dues (under $100).
See response in ¢. above.

Lines 42 & 47 are professional organizations which provide professional
development for those employees that are members. These development
opportunities help the employee to provide excellent customer service and
keep up to date in their respective fields.

Lines 51, 55 & 58 are expenditures that have been inappropriately included in
the dues budget.
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Atmos Energy Corporation, Kentucky
Case No. 2006-00464

Attorney General Initial Data Request Dated February 20, 2007

DR item 56
Witness: Greg Waller

Data Request:

With regard to Service Awards/Employee Awards, please provide the following
information:

a.

Response:
a.

In the same format and detail as per the Company’s response to AG-2-
16(c) in Case No. 2005-00057, please provide a detailed breakout and
description of the service award expenses included in the above-the-line
forecasted test year O&M expenses. To the extent that the expenses
allocated to Kentucky from the SSU and General Office include service
award expenses, please include a similar breakout, description, and
guantification of these service award expenses.

Schedule F-2.3 shows that the forecasted test year includes $72,474 for
employee award expenses. Please provide the following information
regarding these expenses:

1) Are these expenses above-the-line O&M expenses and do they
include award expenses allocated to Kentucky by the SSU and
General Office? If not, provide these forecasted test year above-the-
line allocated award expenses.

2) If these expenses of $72,474 are different from the service award
expenses to be provided in the response to part a above, provide a
detailed breakout and description of these employee award expenses.

The response to AG-2-16(c) was based on historical information of actual
awards received by employees. This type of detail is not available for the
forecasted test year expense because it would be impossible to determine
what specific gifts might be chosen by each individual eligible for an
award. For each recognition level there are numerous gift choices that are
available to an employee. The amount in the forecasted test year was
determined in the same manner as explained on page 12 of the direct
testimony of Mr. Greg Waller.

1. These are above-the-line O&M expenses. The $72,474 does not
include employee award expenses allocated by SSU and General office.
Please see the attachment labeled AG DR1-56 ATT for the allocated
amounts.

2. These are the same expenses as referenced in (a) above.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464

Attorney General Initial Data Request Dated February 20, 2007

DR ltem 57
Witness: Greg Waller

Data Requesi:

With regard to employee party, outing and gift expenses, please provide the
following information:

Response:

a. Provide a detailed listing, description and quantification of all
employee party, outing and gift expenses included in the above-the-
line forecasted test year O&M expenses. This should include any of
these expenses allocated to Kentucky from the SSU and General
Office.

b. Schedule F-2.3 shows that the forecasted test year includes $12,040
for employee activity expenses. Please provide the following
information regarding these expenses:

1) Are these expenses above-the-line O&M expenses and do they
include expenses allocated to Kentucky by the SSU and General
Office? If not, provide these forecasted test year above-the-line
allocated employee activity expenses.

2) If these expenses of $12,040 are different from the employee
party, outing and gift expenses to be provided in the response to
part a above, provide a detailed breakout and description of these
employee activity expenses.

a. Employee party, outing and gift expenses are not budgeted at a detail
level, therefore there is no detail listing available. The $12,040
referenced in schedule F-2.3 is Kentucky specific and was forecast
using historical information which represents the estimated cost
associated with 3 events, approximately $5,500 for Christmas
receptions, approximately $2,500 for golf tournaments and
approximately $4,000 for picnics. Not included in this amount is an
allocation from the General office or SSU. SSU has an employee
activity committee that sponsors a Christmas party, company picnic
and other activities throughout the year. The Kentucky portion of
these costs is $3,179. The General office portion is $589 for a
Christmas reception.

b. 1. These are above-the-line O&M expenses. There are no allocated
amounts included in the $12,040, see (a) above for the allocated
amounts from SSU and the General office.

2. These are the same expenses as referenced in (a) above.



Atmos Energy Corporation, Kentucky
Case No. 2006-00464

Attorney General Initial Data Request Dated February 20, 2007

Data Request:

DR item 58
Witness: Greg Waller

Schedule F-7 shows that the forecasted test year includes $88,190 for Political
Activities expenses. In this regard, please provide the following information:

Response:

a.

Are these expenses included in the forecasted test year above-the-
line O&M expenses? If so, provide a detailed listing, description and
dollar amount breakout for each all items making up this expense
amount of $88,190.

Do these expenses include political activity expenses allocated to
Kentucky from the SSU and General Office? If not, provide a detailed
listing, description and gquantification of all political activity expenses
allocated to Kentucky’s above-the-line forecasted test year O&M
expenses.

Provide a listing, description and quantification of any other lobbying
type expenses other than the expenses to be provided in the
responses to parts a and b above that are included in the above-the-
line forecasted test year O&M expenses.

To the extent not included in the responses to parts a, b, and ¢ above,
provide a breakout, description and quantification of all forecasted test
year Governmental Services Department expenses for Kentucky and
included in the allocations from the SSU and General Office.

To the extent not included in the responses to paris a, b, ¢, and d,
provide a breakout, description and quantification of all direct
Kentucky and SSU/General Office-allocated forecasted test year
expenses (salaries and all associated overheads) associated with
employees responsible for governmental affairs and lobbying
functions.

These expenses are not included in the forecasted above-the-line
O&M expenses.

These expenses do include costs allocated from SSU. There are no
allocated expenses from the General Office since all political activities
are charged directly to the appropriate rate jurisdiction.

There are no other lobbying expenses included above the line.
See attached spreadsheet labeled AG DR1-58 ATT.
See response to item (d) above.
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Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 59
Witness: Greg Waller

Data Request:

With regard to the $100,000 expense amount shown on Schedule F-8, please
provide the following information:

a. Provide a listing, description and dollar amount breakout of all of the
items making up this $100,000, as well as the reason for disallowing
these expenses.

b. To the extent that this $100,000 does not include similar expense
items included in the SSU and General Office expense allocations,
provide a listing and quantification of these allocated expenses.

Response:

a.

Please see attached for detail from corporate and division officer expense
reports which was used to form the basis of the adjustment to the forecasted
test period. As seen in the attachment, there are separate sections for
corporate and division officers. In each case, the appropriate allocation factor
for Kentucky was applied. The total of the two categories was then rounded up
in good faith for the purpose of making the ratemaking adjustment.

The Company is voluntarily electing to forego recovery of executive expense
activities. The items reflected on the schedule represent legitimate business
expenditures that are neither unreasonable nor inappropriate. Although these
expenses are recoverable, the Company has removed them for the purpose of
setting rates. Atmos has, in its discretion, determined that it will not ask that
ratepayers in Kentucky to contribute to these activities.

The $100,000 adjustment includes only expense items that, under the new
accounting changes that became effective October 1, 2006, would be allocated
from SSU and the Division General Office. Prior to the accounting change, the
officers of the Kentucky Division charged their expenses directly to the stand
alone Kentucky rate division. As of October 1, 2006 and through the test
period and beyond, these expenses will be allocated from the Division General
Office rate division.
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Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 60
Witness: Greg Waller

Data Request:

With regard to the professional service expenses for the forecasted test year of
$420,422 shown on Schedule F-5, please provide the following information:

a. Detailed listing, description (including account number) and dollar
breakout of all professional service items making up the $420,422. In
addition, indicate which of these professional service expenses make
up the Account 923 — Outside Services Employed forecasted test year
amount of $82,267.

b. Equivalent actual professional service expenses for each of the years
2004, 2005 and 2006.
Response:

Please see attached spreadsheet labeled AG DR1-60.

The $82,267 represents the direct Kentucky portion of professional service
expenses.
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Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 61
Witness: Greg Waller

Data Request:
With regard to the rate case expenses shown on Schedule F-6, please provide the
following information:

a. Actual rate case expenses incurred in the Company’s prior rate case,
in total and broken out by similar components as shown on Schedule
F-6.

Basis for the projected expense amount of $370,000.

c. Actual expenses incurred to date for the current case, in total and
broken out by similar components as shown on Schedule F-6.

d. Where is the 3-year amortization amount of $123,333 ($370,000/3)
reflected for the forecasted test year in the O&M filing schedules and
in which O&M expense account?

Response:

[tem a: Please see attached

ltem b: The projected expense amounts were roughly based upon recent
rate case experience as well as consideration for the number of consultants,
the number of witnesses in this case.

ltem ¢: Please see Case 2006-00464 AG DR1-61 ATT item ¢
Hem d:

The $123,333 of rate case expense amortization was inadvertently excluded from
O&M expense in the forecasted test year in the original filing. However, it will be
included as part of the revisions identified on AG DR1-1.



Atmos Energy Corp, KY
Case No. 2006-00464

Rate Case Expense from Prior Case

Description Amount
1 Consultants 268,264.72
2 Legal 105,125.05
3 Public Notice 27,568.84
4 Printing 4,851.14
5 Employee Expense  13,633.68
6 Misc. 1,508.94
7 Labor 2,183.76
8 Office Supplies 7,349.55

9 Total

430,485.68
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Atmos Energy Corporation, Kentucky
Case No. 2006-00464

Attorney General Initial Data Request Dated February 20, 2007

Data Request:

DR ltem 62
Witness: Greg Wallier

With regard to incentive compensation programs offered to the employees of the
Kentucky Division and the SSU and General Office Divisions, please provide the
following information:

Response:
Item A:

a.

Management summary of the various types of incentive compensation
programs offered by the Company to its employees. For each
separate incentive compensation program offered, this management
summary should include descriptions of the type and level and
employees that may participate in the program, as well as the type of
performance goals that must be achieved in order to receive incentive
compensation from the particular program.

Copies of all internal Company documents describing each of the
incentive compensation programs offered by the Company to its
employees.

Actual incentive compensation expenses included in the forecasted
test year. Please present these incentive compensation expenses as
follows: (1) Kentucky Direct expenses, in total and broken out by
incentive compensation program, as well as an indication of what
portion of these expenses is charged to the forecasted test year O&M
expense; and (2) Allocated expenses from the SSU and General
Office, in total and broken out by incentive compensation program, as
well as an indication of what portion of these expenses is charged {o
the forecasted test year O&M expense.

In the same format as per the response to part ¢ above, provide the
actual incentive compensation expenses booked for Kentucky Direct
and allocated from the SSU and General Office in 2004, 2005 and
2006.

Percentage of incentive compensation expenses claimed in this case
that is a function of reaching financial performance goals. In addition,
describe these financial performance goals.

The Company has three incentive compensation plans — the Variable Pay Plan, the
Management Incentive Plan and the Long Term Incentive Plan for Management.

Variable Pay Plan

The Variable Pay Plan, or “VPP”, is a broad based incentive compensation plan in which
virtually all employees of the Company participate (except for those included in the



Management Incentive Plan or the “MIP”). The plan provides all eligible employees
with the opportunity to earn a cash-based incentive award based upon the Company’s
return on equity performance which is expressed to participants as an earnings per share
target (EPS). With one exception, all Company employees that do not participate in the
MIP plan participate in the VPP. The exception rests with a group of collective
bargaining employees in Mississippi (reference, Mississippi Local Union 1047C) that has
not bargained to participate in the VPP plan. It should be noted that the Company’s other
bargaining unit has negotiated with management to participate in the VPP plan.

The VPP pays an annual cash award which is targeted to be 2 percent of base salary plus
other forms of base compensation (e.g., overtime and other premium pay rates are
included in the determination of base compensation). Should the Company attain its
target level of EPS during the course of the fiscal year, the plan will pay cash awards
following the September 30 close of the fiscal year. Typically, such awards are paid to
participants in the form of cash awards in November following the close of the
Company’s financial reporting. Plan awards are determined by threshold and maximum
levels of performance. The plan provides awards equal to 1 percent of base
compensation for the threshold level of performance, and the maximum level of
performance results in a payment of 3 percent of base compensation. Awards under the
VPP are capped at 3 percent of base compensation. For performance levels achieved
which are between the stated threshold, target, and maximum levels of performance,
awards are calculated on a straight line interpolated basis.

The range of outcomes between threshold, target, and maximum for awards under the
VPP are based upon the Company’s budgeted return on equity at target and moving 100
basis points below budgeted return on equity for the threshold and 100 basis points above
budgeted ROE for maximum performance. As an example, the following schedule sets
forth the determination of the performance levels of threshold, target, and maximum
performance targets for the VPP for the fiscal year 2006 plan year:

VPP Performance Schedule — 2006 Fiscal Year

Payout as
Performance Annual Basis for Percent of Base
Level EPS ROE Performance Target Compensation
Threshold $1.59 8.00% 100 basis points below 1%
budget ROE
Target $1.80 9.00% 2006 Budget 2%
Maximum $2.01 10.0% 100 basis points above 3%
budget ROE

As designed, the plan offers award opportunities only when the Company reaches or
exceeds desired levels of profitability as measured by both return on equity and earnings
per share. For participants, the performance targets are expressed only as levels of EPS
so that participants have a clear line of sight to what they are being measured for as well
as how they can influence results. EPS is measured as the Company’s net income




divided by total shares outstanding. Participants understand that net income is a function
of both revenues and expenses, and that the best way in which they can influence EPS
results is being mindful of unnecessary costs, customer service levels, safety incidents,
and productivity. These actions are beneficial to all constituents of Atmos: ratepayers,
shareholders, employees and the communities served by the Company.

The VPP was developed in concert with the Company’s development and adoption of a
new overall compensation strategy set forth in 1998 and referred to as “Total Rewards.”
The plan was initially implemented in fiscal year 1999 and the plan paid no awards for
that year since the Company failed to reach its threshold level of EPS performance. The
Company also failed to reach the threshold level of EPS in fiscal year 2000, and no
awards were paid in that year as well. The plan paid its first awards to participants in
fiscal year 2001, and in that year the plan paid awards at 2.15 percent of base
compensation to 2,217 participants. In the schedule below, we have reported the
payment history of the VPP from fiscal year 2001 through fiscal year 2006, including the
number of participants, the total payment, average payment per participant, the
corresponding EPS achievement for the performance period, and the percentage of a
participant’s base compensation for determination of the award level.

Variable Pay Plan (“VYPP”) Pavment Historv

2001 2002 2003 2004 2005 2006
Number of 2,217 2,108 2,475 2,362 3,846 4,161
participants
Total $1,661,441.00 | $1,286,448.00 | $1,741,541.74 | $2,415,122.12 | $3,703,635.58 | $4,243,571.32
payment
Average $749.41 $610.27 $703.65 $1,022.49 $962.98 $1,019.84
payment
per
participant
EPS $1.56 $1.45 $1.54 $1.63 $1.72 $1.82
Award 2.15% 1.45% 1.71% 2.38% 2.12% 2.10%
Percentage

Management Incentive Plan

The Management Incentive Plan, or “MIP”, is an extension of the VPP and is limited to a
select group of management employees who are responsible for directing and overseeing
the day-to-day operations of the Company. In fiscal year 2006, 127 Company officers
and other senior managers and directors participated in the plan and received awards.
The MIP provides the management team with the opporfunity to earn a cash-based
incentive award based upon the Company’s return on equity performance which is
expressed to participants as an EPS target.

Participants in the plan receive a target award opportunity each year expressed as a
percentage of base compensation. The target award opportunities vary by salary grade,
and the opportunities increase with corresponding higher salary grades as management
responsibility increases. These target award opportunity percentages are directly tied to




the 50™ percentile of competitive market survey data for positions of comparable
responsibility for energy services companies of similar size. The size of target awards
range from 20 percent of base compensation at target for salary grade 7 up to a target
opportunity of 80 percent of base compensation for the CEO position. In addition to a
target incentive opportunity, there are threshold and maximum levels of payment
opportunity based upon a predetermined set of performance outcomes. For the threshold
level of performance, a participant would receive 50 percent of his target award
opportunity. For attainment of the maximum level of performance, a participant would
receive 200 percent of his target award opportunity.

The annual performance targets for the MIP are the same performance targets for the
VPP, as determined by the return on equity target converted to an EPS target. For
example, the MIP performance scale for fiscal year 2006 was essentially the same as that
for the VPP, as shown in the table below:

MIP Performance Schedule — 2006 Fiscal Year

Payout as
Percent of
Participant’s
Performance Annual Basis for Target
Level EPS ROE Performance Target Opportunity
Threshold $1.59 8.00% 100 basis points below 50%
budget ROE
Target $1.80 9.00% 2006 Budget 100%
Maximum $2.01 10.0% 100 basis points above 200%
budget ROE

As with the VPP, the MIP pays awards only when the Company reaches or exceeds
desired levels of profitability as measured by both return on equity and earnings per
share. Participants in the MIP are cognizant of the EPS targets and manage for the same
performance metrics that influence EPS results as with the VPP: managing unnecessary
costs, being attentive to customer service levels, minimizing safety incidents, and
enhancing employee productivity.

The MIP was implemented at the same time that the VPP plan was implemented in fiscal
year 1999 and has been an integral part of the Total Rewards program. The plan did not
pay incentive awards in either fiscal year 1999 or fiscal year 2000 since the Company did
not achieve its threshold level of EPS performance. Since fiscal year 2001, the plan has
provided payments as follows to its participants:




Management Incentive Plan (“MIP”) Payment Historv

2001 2002 2003 2004 2005 2006
Number of 83 85 93 92 99 127
participants
Total $1,839,175.00 | $1,824,300.00 | $2,195,100.00 | $3,805,400.00 | $3,318,300.00 | $6,244,400.00
payments
Average $22,159 $21,462 $23,603 $41,363 $33,518 $49,169
payment
per
participant
EPS $1.56 $1.45 $1.54 $1.63 $1.72 $1.82

Long Term Incentive Plan

The Long Term Incentive Plan for Management, or “LTIP”, is an equity-based incentive
program which focuses upon the long-term strength and financial viability of the
Company. Since 2003, the LTIP has provided long-term incentives to its management
team in two forms: (1) time-lapse restricted shares; and (2) performance-based restricted
share units. Long-term incentives are granted annually to participants and are based upon
competitive long-term expected values awarded at the 50" percentile of competitive
market practice. The long-term awards are allocated by taking 50 percent of the total
award opportunity and granting that portion in time-lapse restricted shares, and taking the
remaining 50 percent of the total award opportunity and granting that portion in
performance-based restricted shares.

Time-lapse restricted shares awarded under the LTIP are subject to a three-year restricted
period. The shares are paid to the participant free of restrictions following the three-year
service period from the date of grant. During the restricted period, the dividends on the
time-lapse restricted shares are paid at the same rate as such dividends are declared for all
of the Company’s common shares. The performance-based restricted share units must
be earned over a three-year performance period. The performance measure for
determination of the number of units earned is the Company’s cumulative three-year
earnings per share (EPS) compared to the planned or targeted level of EPS for the same
period. If the Company achieves 100 percent of the EPS three-year target, the participant
will receive 100 percent of the performance share units granted. If the Company
achieves only the threshold level of three-year EPS performance, the participant will
receive 50 percent of the performance share units granted. If the Company achieves the
maximum level of three-year EPS performance, the participant will receive 150 percent
of the performance share units granted. Dividends on the performance-based restricted
share units are credited to the participant’s account with the payment of such dividends
not occurring until the three-year cumulative earnings per share performance targets are
measured at the end of the three-year performance measurement cycle.




The purpose of the long-term performance incentive is to focus management’s attention
upon the long-term sustained results through superior earnings performance. As with the
annual incentive plan, superior earnings performance comes from actions like managing
excessive and unnecessary costs, driving performance through enhanced productivity,
eliminating accidents and safety incidents, and managing customer service levels. These
actions are the focus of an extended time period of three years with respect to long-term
incentives.

Item B:

See summary plan documents attached hereto and labeled AG DR1-62 ATT1 Item b, AG
DR1-62 ATT2 Item b and AG DR1-62 ATT3 Item b.

Item C:

See schedule attached hereto and labeled AG DR1-62 ATT 4 item c.

Item D:

See schedule attached hereto and labeled AG DR1-62 ATT 5 item d

Item E:

The MIP/VPP and performance based LTIP are awarded as a function of meeting

financial goals as described in part a above. The time lapse restricted shares portion of
LTIP is not directly tied to meeting EPS goals.
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ATMOS ENERGY CORPORATION
1998 I.ONG-TERM INCENTIVE PLAN
(as amended and restated February 14, 2002)

The Atmos Energy Corporation 1998 Long-Term Incentive Plan (hereinafter
called the “Plan”) was adopted by the Board of Directors of Atmos Energy
Corporation, a Texas and Virginia corporation (hereinafter called the “Company”) on
August 12, 1998 to be effective October 1, 1998, and was approved by the Company's
shareholders on February 10, 1999. The Plan was amended by the Board of
Directors on August 8, 2001 to provide for an increase of 2,500,000 additional
shares available for issuance under the Plan, which amendment was approved
by the Company's shareholders on February 13, 2002.

ARTICLE 1

PURPOSE

The purpose of the Plan is to attract and retain the services of able persons
as employees of the Company and its Subsidiaries and as Non-employee Directors
(as herein defined), to provide such persons with a proprietary interest in the
Company through the granting of incentive stock options, non-qualified stock
options, stock appreciation rights, or restricted stock, and to motivate employees
and Non-employee Directors using performance-related incentives linked to longer-
range performance goals and the interests of the Company’s shareholders, whether
granted singly, or in combination, or in tandem, that will

(a) increase the interest of such persons in the Company's
welfare;

(b) furnish an incentive to such persons to continue their
services for the Company; and

(c) provide a means through which the Company may
attract able persons as employees and Non-employee Directors.

With respect to Reporting Participants, the Plan and all transactions under
the Plan are intended to comply with all applicable conditions of Rule 16b-3
promulgated under the Securities Exchange Act of 1934 (the “1934 Act”). To the
extent any provision of the Plan or action by the Committee fails to so comply, it
shall be deemed null and void ab initio, to the extent permitted by law and deemed
advisable by the Committee. Further, any Awards granted under the Plan to a
Non-employee Director shall be solely to compensate said Director for his services to
the Company as a Non-employee Director.



ARTICLE 2

DEFINITIONS

For the purpose of the Plan, unless the context requires otherwise, the
following terms shall have the meanings indicated:

2.1 “Award” means the grant of any Incentive Stock Option, Non-
qualified Stock Option, SAR, Restricted Stock, Restricted Stock Unit, Performance
Unit, Performance Share, Bonus Stock or other Stock Unit Award whether granted
singly, in combination or in tandem (each individually referred to herein as an
“Incentive”). “Award” also means any Incentive to which an award under the
Management Incentive Plan is made or converted.

2.2 “Award Agreement” means a written agreement between a
Participant and the Company, which sets out the terms of the grant of an Award.

2.3  “Award Period” means the period during which one or more
Incentives granted under an Award may be exercised or earned.

2.4  “Board” means the Board of Directors of the Company.

2.5 “Bonus Stock” means an Award granted pursuant to Section 6.8 of the
Plan expressed as a share of Common Stock which may or may not be subject to
restrictions.

26 (a) “Change in Control” of the Company shall be deemed to
have occurred if:

1) Any "Person" (as defined in Section 2.6(b){)
below), other than (1) the Company or any of its Subsidiaries,
(2) a trustee or other fiduciary holding securities under an
employee benefit plan of the Company or any of its Affiliates,
(3) an underwriter temporarily holding securities pursuant to
an offering of such securities, or (4) a corporation owned,
directly or indirectly, by the shareholders of the Company in
substantially the same proportions as their ownership of stock
of the Company, is or becomes the "beneficial owner" (as
defined in Section 2.6(b)(ii) below), directly or indirectly, of
securities of the Company (not including in the securities
beneficially owned by such person any securities acquired
directly from the Company or its Affiliates) representing
33-1/3% or more of the combined voting power of the
Company's then outstanding securities, or 33-1/3% or more of
the then outstanding common stock of the Company, excluding
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any Person who becomes such a beneficial owner in connection
with a transaction described in subparagraph (iii)(A) below.

(ii) During any period of two consecutive years (the
"Period"), individuals who at the beginning of the Period
constitute the Board of Directors of the Company and any "new
director" (as defined in Section 2.6(b)(iii) below) cease for any
reason to constitute a majority of the Board of Directors.

(iti)  There is consummated a merger or consolidation
of the Company or any direct or indirect subsidiary of the
Company with any other corporation, except if:

(A)  the merger or consolidation would result
in the voting securities of the Company outstanding
immediately prior thereto continuing to represent
(either by remaining outstanding or by being converted
into voting securities of the surviving entity or any
parent thereof) at least sixty percent (60%) of the
combined voting power of the voting securities of the
Company or such surviving entity or any parent thereof
outstanding immediately after such merger or
consolidation; or

(B)  the merger or consolidation is effected to
implement a recapitalization of the Company (or similar
transaction) in which no Person is or becomes the
beneficial owner, directly or indirectly, of securities of
the Company (not including in the securities
beneficially owned by such Person any securities
acquired directly from the Company or its Affiliates
other than in connection with the acquisition by the
Company or its Affiliates of a business) representing
60% or more of the combined voting power of the
Company’s then outstanding securities;

(iv)  The shareholders of the Company approve a plan
of complete liquidation or dissolution of the Company or an
agreement for the sale or disposition by the Company of all or
substantially all the Company's assets, other than a sale or
disposition by the Company of all or substantially all of the
Company’s assets to an entity, at least 60% of the combined
voting power of the voting securities of which are owned by the
stockholders of the Company in substantially the same
proportions as their ownership of the Company immediately
prior to such sale.



(b) Definitions. For purposes of Section 2.6(a) above,

(1) "Person" shall have the meaning given in Section
3(a)(9) of the 1934 Act as modified and used in Sections 13(d)
and 14(d) of the 1934 Act.

(ii) "Beneficial owner" shall have the meaning
provided in Rule 13d-3 under the 1934 Act.

(ili) "New director" shall mean an individual whose
election by the Company's Board of Directors or nomination for
election by the Company's shareholders was approved by a
vote of at least two-thirds (2/3) of the directors then still in
office who either were directors at the beginning of the Period
or whose election or nomination for election was previously so
approved or recommended. However, "new director” shall not
include a director whose initial assumption of office is in
connection with an actual or threatened election contest,
including but not limited to a consent solicitation relating to
the election of directors of the Company.

(iv)  “Affiliate” shall have the meaning set forth in
Rule 12b-2 promulgated under Section 12 of the 1934 Act.

2.7 “Code” means the Internal Revenue Code of 1986, as amended,
together with the published rulings, regulations, and interpretations duly
promulgated thereunder.

2.8  “Committee” means the committee appointed or designated by the
Board to administer the Plan in accordance with Article 3 of this Plan.

2.9  “Common Stock” means the common stock, with no par value (stated
value of $.005 per share), which the Company is currently authorized to issue or
may in the future be authorized to issue.

2.10 “Company” means Atmos Energy Corporation, a Texas and Virginia
corporation, and any successor entity.

2.11 “Covered Participant” means a Participant who is a “covered
employee” as defined in Section 162(m)(3) of the Code, and the regulations
promulgated thereunder, or who the Committee believes will be such a covered
employee for a Performance Period, and who the Committee believes will have
remuneration in excess of $1,000,000 for the Performance Period, as provided in
Section 162(m) of the Code.

2.12 “Date of Grant” means the effective date on which an Award is made
to a Participant as set forth in the applicable Award Agreement; provided, however,
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that solely for purposes of Section 16 of the 1934 Act and the rules and regulations
promulgated thereunder, the Date of Grant of an Award shall be the date of
stockholder approval of the Plan if such date is later than the effective date of such
Award as set forth in the Award Agreement.

2.18 “Employee” means common law employee (as defined in accordance
with the Regulations and Revenue Rulings then applicable under Section 3401(c) of
the Code) of the Company or any Subsidiary of the Company.

2.14 “Fair Market Value” of a share of Common Stock is the mean of the
highest and lowest prices per share on the New York Stock Exchange Consolidated
Tape, or such reporting service as the Board may select, on the appropriate date, or
in the absence of reported sales on such day, the most recent previous day for which
sales were reported.

2.15  “Incentive Stock Option” or “ISO” means an incentive stock option
within the meaning of Section 422 of the Code, granted pursuant to this Plan.

2.16 “Management Incentive Plan” means the Atmos Energy Corporation
Annual Incentive Plan for Management, as amended from time to time.

2.17 “Non-employee Director” means a member of the Board who is not an
Employee and who satisfies the requirements of Rule 16b-3(b}(3) promulgated
under the 1934 Act or any successor provision.

2.18 “Non-qualified Stock Option” or “NQSO” means a non-qualified stock
option, granted pursuant to this Plan.

2.19 “Option Price” means the price which must be paid by a Participant
upon exercise of a Stock Option to purchase a share of Common Stock.

2.20 “Participant” shall mean an Employee or Non-employee Director to
whom an Award is granted under this Plan.

2.21 “Performance Award” means a performance-based Award, which may
be in the form of either Performance Shares or Performance Units.

2.22  “Performance Criteria” or “Performance Goals” or “Performance
Measures” mean the objectives established by the Committee for a Performance
Period, for the purpose of determining when an Award subject to such objectives is
earned.

2.23 “Performance Period” means the time period designated by the
Committee during which performance goals must be met.

2.24 “Performance Share” means an Award, designated as a Performance
Share, granted to a Participant pursuant to Section 6.7 hereof, the value of which is



determined, in whole or in part, by the value of Common Stock in a manner deemed
appropriate by the Committee and described in the Agreement.

2.25 “Performance Unit” means an Award, designated as a Performance
Unit, granted to a Participant pursuant to Section 6.7 hereof, the value of which is
determined, in whole or in part, by the attainment of pre-established goals relating
to Company financial or operating performance as deemed appropriate by the
Committee and described in the Award Agreement.

2.26 “Plan” means The Atmos Energy Corporation 1998 Long-Term
Incentive Plan, as amended from time to time.

2.27 “Reporting Participant” means a Participant who is subject to the
reporting requirements of Section 16 of the 1934 Act.

2.28 “Restricted Stock” means shares of Common Stock issued or
transferred to a Participant pursuant to Section 6.4 of this Plan which are subject to
restrictions or limitations set forth in this Plan and in the related Award
Agreement.

2.29 “Restricted Stock Unit” means a fixed or variable dollar denominated
right to acquire Common Stock, which may or may not be subject to restrictions,
contingently awarded under Section 6.4 of the Plan.

2.30 “Retirement” means any Termination of Service solely due to
retirement upon attainment of age 65, or permitted early retirement as determined
by the Committee.

2.31 “SAR” means the right to receive a payment, in cash and/or Common
Stock, equal to the excess of the Fair Market Value of a specified number of shares
of Common Stock on the date the SAR is exercised over the SAR Price for such
shares.

2.32 “SAR Price” means the Fair Market Value of each share of Common
Stock covered by an SAR, determined on the Date of Grant of the SAR.

2.33 “Stock Option” means a Non-qualified Stock Option or an Incentive
Stock Option.

2.34 “Stock Unit Award” means awards of Common Stock or other awards
pursuant to Section 6.9 hereof that are valued in whole or in part by reference to, or
are otherwise based on, shares of Common Stock or other securities of the Company.

2.35 “Subsidiary” means (i) any corporation in an unbroken chain of
corporations beginning with the Company, if each of the corporations other than the
last corporation in the unbroken chain owns stock possessing a majority of the total
combined voting power of all classes of stock in one of the other corporations in the
chain, (ii) any limited partnership, if the Company or any corporation described in
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item (i) above owns a majority of the general partnership interest and a majority of
the limited partnership interests entitled to vote on the removal and replacement of
the general partner, and (iii) any partnership or limited liability company, if the
partners or members thereof are composed only of the Company, any corporation
listed in item (i) above or any limited partnership listed in item (i) above.
“Subsidiaries” means more than one of any such corporations, limited partnerships,
partnerships or limited liability companies.

2.36  “Termination of Service” occurs when a Participant who is an
Employee or Non-employee Director shall cease to serve as an Employee or Non-
employee Director for any reason.

2.37 “Total and Permanent Disability” means a Participant is qualified for
long-term disability benefits under The Atmos Energy Corporation Group Long-
Term Disability Plan as in effect from time to time; or, if such Plan is not then in
existence, that the Participant, because of ill health, physical or mental disability or
any other reason beyond his or her control, is unable to perform his or her duties of
employment for a period of six (6) continuous months, as determined in good faith
by the Committee; provided that, with respect to any Incentive Stock Option, Total
and Permanent Disability shall have the meaning given it under the rules
governing Incentive Stock Options under the Code.

ARTICLE 3

ADMINISTRATION

The Plan shall be administered by the Human Resources Committee of the
Board (the “Committee”) unless otherwise determined by the Board. If said Human
Resources Committee does not so serve, the Committee shall consist of not fewer
than two persons; any member of the Committee may be removed at any time, with
or without cause, by resolution of the Board; and any vacancy occurring in the
membership of the Committee may be filled by appointment by the Board.

All actions to be taken by the Committee under this Plan, insofar as such
actions affect compliance with Section 162(m) of the Code, shall be limited to those
members of the Board who are Non-employee Directors and who are “outside
directors” under Section 162(m). The Committee shall select one of its members to
act as its Chairman. A majority of the Committee shall constitute a quorum, and
the act of a majority of the members of the Committee present at a meeting at
which a quorum is present shall be the act of the Committee.

The Committee shall determine and designate from time to time the eligible
persons to whom Awards will be granted and shall set forth in each related Award
Agreement the Award Period, the Date of Grant, and such other terms, provisions,
limitations, and performance requirements, as are approved by the Committee, but
not inconsistent with the Plan, including, but not limited to, any rights of the



Committee to cancel or rescind any such Award. The Committee shall determine
whether an Award shall include one type of Incentive, two or more Incentives
granted in combination, or two or more Incentives granted in tandem (that is, a
joint grant where exercise of one Incentive results in cancellation of all or a portion
of the other Incentive).

The Committee, in its discretion, shall (i) interpret the Plan, (ii) prescribe,
amend, and rescind any rules and regulations necessary or appropriate for the
administration of the Plan, and (iii) make such other determinations and take such
other action as it deems necessary or advisable in the administration of the Plan.
Any interpretation, determination, or other action made or taken by the Committee
shall be final, binding, and conclusive on all interested parties.

With respect to restrictions in the Plan that are based on the requirements of
Rule 16b-3 promulgated under the 1934 Act, Section 422 of the Code, Section
162(m) of the Code, the rules of any exchange or inter-dealer quotation system upon
which the Company’s securities are listed or quoted, or any other applicable law,
rule or restriction (collectively, “applicable law”), to the extent that any such
restrictions are no longer required by applicable law, the Committee shall have the
sole discretion and authority to grant Awards that are not subject to such mandated
restrictions and/or to waive any such mandated restrictions with respect to
outstanding Awards.

ARTICLE 4
ELIGIBILITY

Any Employee (including an Employee who is also a director or an officer)
and any Non-employee Director is eligible to participate in the Plan. The
Committee, upon its own action, may grant, but shall not be required to grant, an
Award to any Employee or any Non-employee Director. Awards may be granted by
the Committee at any time and from time to time to new Participants, or to then
Participants, or to a greater or lesser number of Participants, and may include or
exclude previous Participants, as the Committee shall determine. Except as
required by this Plan, different Awards need not contain similar provisions. The
Committee's determinations under the Plan (including without limitation
determinations of which Employees or Non-employee Directors, if any, are to receive
Awards, the form, amount and timing of such Awards, the terms and provisions of
such Awards and the agreements evidencing same) need not be uniform and may be
made by it selectively among Employees and Non-employee Directors who receive,
or are eligible to receive, Awards under the Plan.



ARTICLE 5

SHARES SUBJECT TO PLAN

Subject to adjustment as provided in Articles 14 and 15, the maximum
number of shares of Common Stock that may be delivered pursuant to Awards
granted under the Plan is (a) 4,000,000 shares; plus (b) shares of Common Stock
previously subject to Awards which are forfeited, terminated, cancelled or
rescinded, settled in cash in lieu of Common Stock, or exchanged for Awards that do
not, involve Common Stock, or expired unexercised.

Shares to be issued may be made available from authorized but unissued
Common Stock, Common Stock held by the Company in its treasury, or Common
Stock purchased by the Company on the open market or otherwise. During the
term of this Plan, the Company will at all times reserve and keep available the
number of shares of Common Stock that shall be sufficient to satisfy the
requirements of this Plan.

ARTICLE 6

GRANT OF AWARDS

6.1 In General. The grant of an Award shall be authorized by the
Committee and shall be evidenced by an Award Agreement setting forth the
Incentive or Incentives being granted, the total number of shares of Common Stock
subject to the Incentive(s), the Option Price (if applicable), the Award Period, the
Date of Grant, and such other terms, provisions, limitations, and performance
objectives, as are approved by the Committee, but not inconsistent with the Plan.
The Company shall execute an Award Agreement with a Participant after the
Committee approves the issuance of an Award. Any Award granted pursuant to
this Plan must be granted within ten (10) years of the date of adoption of this Plan.
The grant of an Award to a Participant shall not be deemed either to entitle the
Participant to, or to disqualify the Participant from, receipt of any other Award
under the Plan.

If the Committee establishes a purchase price for an Award, the Participant
must accept such Award within a period of 30 days (or such shorter period as the
Committee may specify) after the Date of Grant by executing the applicable Award
Agreement and paying such purchase price.

6.2 Maximum ISO Grants. The Committee may not grant Incentive
Stock Options under the Plan to any Employee which would permit the aggregate
Fair Market Value (determined on the Date of Grant) of the Common Stock with
respect to which Incentive Stock Options (under this and any other plan of the
Company and its Subsidiaries) are exercisable for the first time by such Employee



during any calendar year to exceed $100,000. To the extent any Stock Option
granted under this Plan, which is designated as an Incentive Stock Option exceeds
this limit or otherwise fails to qualify as an Incentive Stock Option, such Stock
Option shall be a Non-qualified Stock Option. The Committee may not grant
Incentive Stock Options to Non-employee Directors.

6.3 Maximum Individual Grants. No Participant may receive
during any fiscal year of the Company Awards of Stock Options and SARs covering
an aggregate of more than five hundred thousand (500,000) shares of Common
Stock.

6.4 Restricted Stock/Restricted Stock Units. If Restricted Stock
and/or Restricted Stock Units are granted to a Participant under an Award, the
Committee shall set forth in the related Award Agreement: (i) the number of shares
of Common Stock and/or the number of Restricted Stock Units awarded, (ii) the
price, if any, to be paid by the Participant for such Restricted Stock and/or
Restricted Stock Units, (iii) the time or times within which such Award may be
subject to forfeiture, (iv) specified Performance Goals of the Company, a Subsidiary,
any division thereof or any group of Employees of the Company, or other criteria,
which the Committee determines must be met in order to remove any restrictions
(including vesting) on such Award, and (v) all other terms, limitations, restrictions,
and conditions of the Restricted Stock and/or Restricted Stock Units, which shall be
consistent with this Plan. The provisions of Restricted Stock and/or Restricted
Stock Units need not be the same with respect to each Participant.

(a) Legend on Shares. Each Participant who is awarded
Restricted Stock shall be issued a stock certificate or certificates in
respect of such shares of Common Stock. Such certificate(s) shall be
registered in the name of the Participant, and shall bear an
appropriate legend referring to the terms, conditions, and restrictions
applicable to such Restricted Stock, substantially as provided in
Section 18.12 of the Plan. The Committee may require that the stock
certificates evidencing shares of Restricted Stock be held in custody
by the Company until the restrictions thereon shall have lapsed, and
that the Participant deliver to the Committee a stock power or stock
powers, endorsed in blank, relating to the shares of Restricted Stock.

(b) Restrictions and Conditions. Shares of Restricted Stock
and Restricted Stock Units shall be subject to the following
restrictions and conditions:

(1) Subject to the other provisions of this Plan and
the terms of the particular Award Agreements, during such
period as may be determined by the Committee commencing on
the Date of Grant (the “Restriction Period”), the Participant
shall not be permitted to sell, transfer, pledge or assign shares
of Restricted Stock and/or Restricted Stock Units. Except for
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these limitations, the Committee may in its sole discretion,
remove any or all of the restrictions on such Restricted Stock
and/or Restricted Stock Units whenever it may determine that,
by reason of changes in applicable laws or other changes in
circumstances arising after the date of the Award, such action
is appropriate.

(ii) Except as provided in subparagraph (i) above,
the Participant shall have, with respect to his or her Restricted
Stock, all of the rights of a stockholder of the Company,
including the right to vote the shares, and the right to receive
any dividends thereon. Certificates for shares of Common
Stock free of restriction under this Plan shall be delivered to
the Participant promptly after, and only after, the Restriction
Period shall expire without forfeiture in respect of such shares
of Common Stock. Certificates for the shares of Common Stock
forfeited under the provisions of the Plan and the applicable
Award Agreement shall be promptly returned to the Company
by the forfeiting Participant. Each Award Agreement shall
require that (x) each Participant, by his or her acceptance of
Restricted Stock, shall irrevocably grant to the Company a
power of attorney to transfer any shares so forfeited to the
Company and agrees to execute any documents requested by
the Company in connection with such forfeiture and transfer,
and (y) such provisions regarding returns and transfers of
stock certificates with respect to forfeited shares of Common
Stock shall be specifically performable by the Company in a
court of equity or law.

(iii)  The Restriction Period of Restricted Stock and/or
Restricted Stock Units shall commence on the Date of Grant
and, subject to Article 15 of the Plan, unless otherwise
established by the Committee in the Award Agreement setting
forth the terms of the Restricted Stock and/or Restricted Stock
Units, shall expire upon satisfaction of the conditions set forth
in the Award Agreement; such conditions may provide for
vesting based on (i) length of continuous service, (ii)
achievement of specific business objectives, (iii) increases in
specified indices, (iv) attainment of specified growth rates, or
(v) other comparable Performance Measurements, as may be
determined by the Committee in its sole discretion.

(iv)  Subject to the provisions of the particular Award
Agreement, upon Termination of Service for any reason during
the Restriction Period, the nonvested shares of Restricted
Stock and/or Restricted Stock Units shall be forfeited by the
Participant. In the event a Participant has paid any
congideration to the Company for such forfeited Restricted
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Stock and/or Restricted Stock Units, the Company shall, as
soon as practicable after the event causing forfeiture (but in
any event within 5 business days), pay to the Participant, in
cash, an amount equal to the total consideration paid by the
Participant for such forfeited shares and/or units. Upon any
forfeiture, all rights of a Participant with respect to the
forfeited shares of the Restricted Stock shall cease and
terminate, without any further obligation on the part of the
Company.

6.5 SAR. An SAR shall entitle the Participant at his election to
surrender to the Company the SAR, or portion thereof, as the Participant shall
choose, and to receive from the Company in exchange therefor cash in an amount
equal to the excess (if any) of the Fair Market Value (as of the date of the exercise of
the SAR) per share over the SAR Price per share specified in such SAR, multiplied
by the total number of shares of the SAR being surrendered. In the discretion of the
Committee, the Company may satisfy its obligation upon exercise of an SAR by the
distribution of that number of shares of Common Stock having an aggregate Fair
Market Value (as of the date of the exercise of the SAR) equal to the amount of cash
otherwise payable to the Participant, with a cash settlement to be made for any
fractional share interests, or the Company may settle such obligation in part with
shares of Common Stock and in part with cash.

6.6 Tandem Awards. The Committee may grant two or more
Incentives in one Award in the form of a “tandem award,” so that the right of the
Participant to exercise one Incentive shall be canceled if, and to the extent, the
other Incentive is exercised. For example, if a Stock Option and an SAR are issued
in a tandem Award, and the Participant exercises the SAR with respect to 100
shares of Common Stock, the right of the Participant to exercise the related Stock
Option shall be canceled to the extent of 100 shares of Common Stock.

6.7 Performance Based Awards.

(a) Grant of Performance Awards. The Committee may
issue Performance Awards in the form of either Performance Units or
Performance Shares to Participants subject to the Performance Goals
and Performance Period as it shall determine. The terms and
conditions of each Performance Award will be set forth in the related
Award Agreement. The Committee shall have complete discretion in
determining the number and value of Performance Units or
Performance Shares granted to each Participant. Participants
receiving Performance Awards are not required to pay the Company
thereof (except for applicable tax withholding) other than the
rendering of services.

(b) Value of Performance Awards. The Committee shall set
performance goals in its discretion for each Participant who is granted
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a Performance Award. Such Performance Goals may be particular to
a Participant, may relate to the performance of the Subsidiary which
employs him or her, may be based on the division which employs him
or her, may be based on the performance of the Company generally, or
a combination of the foregoing. The Performance Goals may be based
on achievement of balance sheet or income statement objectives, or
any other objectives established by the Committee. The Performance
Goals may be absolute in their terms or measured against or in
relationship to other companies comparably, similarly or otherwise
situated. The extent to which such Performance Goals are met will
determine the value of the Performance Unit or Performance Share to
the Participant.

(e) Form of Payment. Payment of the amount to which a
Participant shall be entitled upon the settlement of a Performance
Award shall be made in a lump sum or installments in cash, shares of
Common Stock, or a combination thereof as determined by the
Committee.

6.8 Bonus Stock. The Committee may award shares of Bonus Stock to
Participants under the Plan without cash consideration. The Committee shall
determine and indicate in the related Award Agreement whether such shares of
Bonus Stock awarded under the Plan shall be unencumbered of any restrictions
(other than those advisable to comply with law) or shall be subject to restrictions
and limitations similar to those referred to in Section 6.7 hereof. In the event the
Committee assigns any restrictions on the shares of Bonus Stock awarded under the
Plan, then such shares shall be subject to at least the following restrictions:

(a) No shares of Bonus Stock may be sold, transferred,
pledged, assigned or otherwise alienated or hypothecated if such
shares are subject to restrictions which have not lapsed or have not
been vested.

(b) If any condition of vesting of the shares of Bonus Stock
are not met, all such shares subject to such vesting shall be delivered
to the Company (in a manner determined by the Committee) within
60 days of the failure to meet such conditions without any payment
from the Company.



6.9 Other Stock Based Awards.

(a) Grant of Other Stock Based Awards. The Committee
may issue to Participants, either alone or in addition to other Awards
made under the Plan, Stock Unit Awards which may be in the form of
Common Stock or other securities. The value of each such Award
shall be based, in whole or in part, on the value of the underlying
Common Stock or other securities. The Committee, in its sole and
complete discretion, may determine that an Award, either in the form
of a Stock Unit Award under this Section 6.9 or as an Award granted
pursuant to the other provisions of this Article 6, may provide to the
Participant (i) dividends or dividend equivalents (payable on a current
or deferred basis) and (ii) cash payments in lieu of or in addition to an
Award. The Committee shall determine the terms, restrictions,
conditions, vesting requirements, and payment rules (all of which are
sometimes hereinafter collectively referred to as “rules”) of the Award
and shall set forth those rules in the related Award Agreement.

(b) Rules. The Committee, in its sole and complete
discretion, may grant a Stock Unit Award subject to the following
rules:

(1) Common Stock or other securities issued
pursuant to Stock Unit Awards may not be sold, transferred,
pledged, assigned or otherwise alienated or hypothecated by a
Participant until the expiration of at least six months from the
Award Date, except that such limitation shall not apply in the
case of death or disability of the Participant. To the extent
Stock Unit Awards are deemed to be derivative securities
within the meaning of Rule 16b-3 under the 1934 Act, a
Participant’s rights with respect to such Awards shall not vest
or be exercisable until the expiration of at least six months
from the Award Date. To the extent a Stock Unit Award
granted under the Plan is deemed to be a derivative security
within the meaning of Rule 16b-3 under the 1934 Act, it may
not be sold, transferred, pledged, assigned, or otherwise
alienated or hypothecated, otherwise than by will or by laws of
descent and distribution. All rights with respect to such Stock
Unit Awards granted to a Participant under the Plan shall be
exercisable during his or her lifetime only by such Participant
or his or her guardian or legal representative.

(ii) Stock Unit Awards may require the payment of
cash consideration by the Participant in receipt of the Award
or provide that the Award, and any Common Stock or other
securities issued in conjunction with the Award be delivered
without the payment of cash consideration.
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(iii) The Committee, in its sole and complete
discretion, may establish certain Performance Criteria that
may relate in whole or in part to receipt of the Stock Unit
Awards.

(iv)  Stock Unit Awards may be subject to a deferred
payment schedule and/or vesting over a specified employment
period.

(v) The Committee as a result of certain
circumstances, may waive or otherwise remove, in whole or in

part, any restriction or condition imposed on a Stock Unit
Award at the time of Award.

ARTICLE 7

OPTION PRICE:; SAR PRICE

The Option Price for any share of Common Stock which may be purchased
under a Stock Option and the SAR Price for any share of Common Stock subject to
an SAR shall be at least One Hundred Percent (100%) of the Fair Market Value of
the share on the Date of Grant. If an Incentive Stock Option is granted to an
Employee who owns or is deemed to own (by reason of the attribution rules of
Section 424(d) of the Code) more than 10% of the combined voting power of all
classes of stock of the Company (or any parent or Subsidiary), the Option Price shall
be at least 110% of the Fair Market Value of the Common Stock on the Date of
Grant.

ARTICLE 8

AWARD PERIOD; VESTING

8.1 Award Period. Subject to the other provisions of this Plan, the
Committee may, in its discretion, provide that an Incentive may not be exercised in
whole or in part for any period or periods of time or beyond any date specified in the
Award Agreement. Except as provided in the Award Agreement, an Incentive may
be exercised in whole or in part at any time during its term. The Award Period for
an Incentive shall be reduced or terminated upon Termination of Service in
accordance with this Article 8 and Article 9. No Incentive granted under the Plan
may be exercised at any time after the end of its Award Period. No portion of any
Incentive may be exercised after the expiration of ten (10) years from its Date of
Grant. However, if an Employee owns or is deemed to own (by reason of the
attribution rules of Section 424(d) of the Code) more than 10% of the combined
voting power of all classes of stock of the Company (or any parent or Subsidiary)
and an Incentive Stock Option is granted to such Employee, the term of such
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Incentive Stock Option (to the extent required by the Code at the time of grant)
shall be no more than five (5) years from the Date of Grant.

8.2 Vesting. The Committee, in its sole discretion, may determine that
an Incentive will be immediately exercisable, in whole or in part, or that all or any
portion may not be exercised until a date, or dates, subsequent to its Date of Grant,
or until the occurrence of one or more specified events, subject in any case to the
terms of the Plan. If the Committee imposes conditions upon exercise, then
subsequent to the Date of Grant, the Committee may, in its sole discretion,
accelerate the date on which all or any portion of the Incentive may be exercised.

ARTICLE 9

TERMINATION OF SERVICE

In the event of Termination of Service of a Participant, an Incentive may
only be exercised as determined by the Committee and provided in the Award
Agreement.

ARTICLE 10
EXERCISE OF INCENTIVE

10.1 In General. A vested Incentive may be exercised during its Award
Period, subject to limitations and restrictions set forth therein and in Article 9. A
vested Incentive may be exercised at such times and in such amounts as provided in
this Plan and the applicable Award Agreement, subject to the terms, conditions, and
restrictions of the Plan.

In no event may an Incentive be exercised or shares of Common Stock be
issued pursuant to an Award if a necessary listing or quotation of the shares of
Common Stock on a stock exchange or inter-dealer quotation system or any
registration under state or federal securities laws required under the circumstances
has not been accomplished. No Incentive may be exercised for a fractional share of
Common Stock. The granting of an Incentive shall impose no obligation upon the
Participant to exercise that Incentive.

(a) Stock Options. Subject to such administrative
regulations as the Committee may from time to time adopt, a Stock
Option may be exercised by the delivery of written notice to the
Committee setting forth the number of shares of Common Stock with
respect to which the Stock Option is to be exercised and the date of
exercise thereof (the “Exercise Date”) which shall be at least three (3)
days after giving such notice unless an earlier time shall have been
mutually agreed upon. On the Exercise Date, the Participant shall
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deliver to the Company consideration with a value equal to the total
Option Price of the shares to be purchased, payable as follows: (a)
cash, check, bank draft, or money order payable to the order of the
Company, (b) Common Stock (including Restricted Stock) owned by
the Participant on the Exercise Date, valued at its Fair Market Value
on the Exercise Date, (c) by delivery (including by FAX) to the
Company or its designated agent of an executed irrevocable option
exercise form together with irrevocable instructions from the
Participant to a broker or dealer, reasonably acceptable to the
Company, to sell certain of the shares of Common Stock purchased
upon exercise of the Stock Option or to pledge such shares as
collateral for a loan and promptly deliver to the Company the amount
of sale or loan proceeds necessary to pay such purchase price
(otherwise known as a "cashless exercise"), and/or (d) in any other
form of valid consideration that is acceptable to the Committee in its
sole discretion. In the event that shares of Restricted Stock are
tendered as consideration for the exercise of a Stock Option, a number
of shares of Common Stock issued upon the exercise of the Stock
Option equal to the number of shares of Restricted Stock used as
consideration therefor shall be subject to the same restrictions and
provisions as the Restricted Stock so submitted.

Upon payment of all amounts due from the Participant, the
Company shall cause certificates for the Common Stock then being
purchased to be delivered as directed by the Participant (or the person
exercising the Participant's Stock Option in the event of his death) at
its principal business office promptly after the Exercise Date;
provided that if the Participant has exercised an Incentive Stock
Option, the Company may at its option retain physical possession of
the certificate evidencing the shares acquired upon exercise until the
expiration of the holding periods described in Section 422(a)(1) of the
Code. The obligation of the Company to deliver shares of Common
Stock shall, however, be subject to the condition that if at any time
the Committee shall determine in its discretion that the listing,
registration, or qualification of the Stock Option or the Common Stock
upon any securities exchange or inter-dealer quotation system or
under any state or federal law, or the consent or approval of any
governmental regulatory body, is necessary or desirable as a condition
of, or in connection with, the Stock Option or the issuance or purchase
of shares of Common Stock thereunder, the Stock Option may not be
exercised in whole or in part unless such listing, registration,
qualification, consent, or approval shall have been effected or obtained
free of any conditions not acceptable to the Committee.

If the Participant fails to pay for any of the Common Stock
specified in such notice or fails to accept delivery thereof, the
Participant's right to purchase such Common Stock may be
terminated by the Company.
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(b) SARs. Subject to the conditions of this Section 10.1(b)
and such administrative regulations as the Committee may from time
to time adopt, an SAR may be exercised by the delivery (including by
FAX) of written notice to the Committee setting forth the number of
shares of Common Stock with respect to which the SAR is to be
exercised and the date of exercise thereof (the “Exercise Date”) which
shall be at least three (3) days after giving such notice unless an
earlier time shall have been mutually agreed upon. On the Exercise
Date, the Participant shall receive from the Company in exchange
therefor cash in an amount equal to the excess (if any) of the Fair
Market Value (as of the date of the exercise of the SAR) per share of
Common Stock over the SAR Price per share specified in such SAR,
multiplied by the total number of shares of Common Stock of the SAR
being surrendered. In the discretion of the Committee, the Company
may satisfy its obligation upon exercise of an SAR by the distribution
of that number of shares of Common Stock having an aggregate Fair
Market Value (as of the date of the exercise of the SAR) equal to the
amount of cash otherwise payable to the Participant, with a cash
settlement to be made for any fractional share interests, or the
Company may settle such obligation in part with shares of Common
Stock and in part with cash.

10.2 Disqualifying Disposition of ISO. If shares of Common Stock
acquired upon exercise of an Incentive Stock Option are disposed of by a Participant
prior to the expiration of either two (2) years from the Date of Grant of such Stock
Option or one (1) year from the transfer of shares of Common Stock to the
Participant pursuant to the exercise of such Stock Option, or in any other
disqualifying disposition within the meaning of Section 422 of the Code, such
Participant shall notify the Company in writing of the date and terms of such
disposition. A disqualifying disposition by a Participant shall not affect the status
of any other Stock Option granted under the Plan as an Incentive Stock Option
within the meaning of Section 422 of the Code.

ARTICLE 11

SPECIAL PROVISIONS APPLICABLE TO COVERED
PARTICIPANTS

Awards subject to Performance Criteria paid to Covered Participants under
this Plan shall be governed by the conditions of this Section 11 in addition to the
requirements of Sections 6.4, 6.7, 6.8 and 6.9 above. Should conditions set forth
under this Section 11 conflict with the requirements of Sections 6.4, 6.7, 6.8 and 6.9,
the conditions of this Section 11 shall prevail.
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(a) All Performance Measures, Goals, or Criteria relating to
Covered Participants for a relevant Performance Period shall be
established by the Committee in writing prior to the beginning of the
Performance Period, or by such other later date for the Performance
Period as may be permitted under Section 162(m) of the Code. The
Performance Goals may be identical for all Participants or, at the
discretion of the Committee, may be different to reflect more
appropriate measures of individual performance.

(b) The Performance Goals relating to Covered Participants
for a Performance Period shall be established by the Committee in
writing. Performance Goals may include alternative and multiple
Performance Goals and may be based on one or more business and/or
financial criteria. In establishing the Performance Goals for the
Performance Period, the Committee in its discretion may include one
or any combination of the following criteria in either absolute or
relative terms, for the Company or any Subsidiary:

i) Total shareholder return;
(ii) Return on assets, equity, capital, or investment;

(itii)  Pre-tax or after-tax profit levels,
including: earnings per share; earnings before interest and
taxes; earnings before interest, taxes, depreciation and
amortization; net operating profits after tax, and net income;

(iv)  Cash flow and cash flow return on investment;
(v) Economic value added and economic profit;
(vi)  Growth in earnings per share;

(vii) Levels of operating expense or other expense
items as reported on the income statement, including
operating and maintenance expense; or

(viii) Measures of customer satisfaction and customer
service as surveyed from time to time, including the relative
improvement therein.

(c) The Performance Goals must be objective and must
satisfy third party “objectivity” standards under Section 162(m) of the
Code, and the regulations promulgated thereunder.

(d) The Committee is authorized to make adjustments in
the method of calculating attainment of Performance Goals in
recognition of: (i) extraordinary or non-recurring items, (ii) changes
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in tax laws, (iii) changes in generally accepted accounting principles
or changes in accounting principles, (iv) charges related to
restructured or discontinued operations, (v) restatement of prior
period financial results, and (vi) any other unusual, non-recurring
gain or loss that is separately identified and quantified in the
Company’s financial statements. Notwithstanding the foregoing, the
Committee may, at its sole discretion, reduce the performance results
upon which Awards are based under the Plan, to offset any
unintended result(s) arising from events not anticipated when the
Performance Goals were established, provided that such adjustment
is permitted by Section 162(m) of the Code.

{(e) The Performance Goals shall not allow for any
discretion by the Committee as to an increase in any Award, but
discretion to lower an Award is permissible.

() The Award and payment of any Award under this Plan
to a Covered Participant with respect to a relevant Performance
Period shall be contingent upon the attainment of the Performance
Goals that are applicable to such Covered Participant. The
Committee shall certify in writing prior to payment of any such
Award that such applicable Performance Goals relating to the Award
are satisfied. Approved minutes of the Committee may be used for
this purpose.

(g) The maximum Award that may be paid to any Covered
Participant under the Plan pursuant to Sections 6.4, 6.7, 6.8 and 6.9
for any Performance Period shall be (i) if in cash, One Million Dollars
($1,000,000.00) and (ii) if in shares of Common Stock, five hundred
thousand (500,000) shares.

(h) All Awards to Covered Participants under this Plan
shall be further subject to such other conditions, restrictions, and
requirements as the Committee may determine to be necessary to
carry out the purpose of this Section 11.
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ARTICLE 12

AMENDMENT OR DISCONTINUANCE

Subject to the limitations set forth in this Article 12, the Board may at any
time and from time to time, without the consent of the Participants, alter, amend,
revise, suspend, or discontinue the Plan in whole or in part; provided, however, that
no amendment which requires stockholder approval in order for the Plan and
Incentives awarded under the Plan to continue to comply with Section 162(m) of the
Code, including any successors to such Section, shall be effective unless such
amendment shall be approved by the requisite vote of the stockholders of the
Company entitled to vote thereon. Any such amendment shall, to the extent
deemed necessary or advisable by the Committee, be applicable to any outstanding
Incentives theretofore granted under the Plan, notwithstanding any contrary
provisions contained in any Award Agreement. In the event of any such
amendment to the Plan, the holder of any Incentive outstanding under the Plan
shall, upon request of the Committee and as a condition to the exercisability thereof,
execute a conforming amendment in the form prescribed by the Committee to any
Award Agreement relating thereto. Notwithstanding anything contained in this
Plan to the contrary, unless required by law, no action contemplated or permitted
by this Article 12 shall adversely affect any rights of Participants or obligations of
the Company to Participants with respect to any Incentive theretofore granted
under the Plan without the consent of the affected Participant.

ARTICLE 13

TERM

The Plan shall be effective as set forth in Section 18.11. Unless sooner
terminated by action of the Board, the Plan will terminate on October 1, 2008, but
Incentives granted before that date will continue to be effective in accordance with
their terms and conditions.

ARTICLE 14

CAPITAL ADJUSTMENTS

If at any time while the Plan is in effect, or Incentives are outstanding, there
shall be any increase or decrease in the number of issued and outstanding shares of
Common Stock resulting from (1) the declaration or payment of a stock dividend, (2)
any recapitalization resulting in a stock split-up, combination, or exchange of shares
of Common Stock, or (3) other increase or decrease in such shares of Common Stock
effected without receipt of consideration by the Company, then and in such event:



(a) An appropriate adjustment shall be made in the
maximum number of shares of Common Stock then subject to being
awarded under the Plan and in the maximum number of shares of
Common Stock that may be awarded to a Participant to the end that
the same proportion of the Company's issued and outstanding shares
of Common Stock shall continue to be subject to being so awarded.

(b) Appropriate adjustments shall be made in the number
of shares of Common Stock and the Option Price thereof then subject
to purchase pursuant to each such Stock Option previously granted
and unexercised, to the end that the same proportion of the
Company's issued and outstanding shares of Common Stock in each
such instance shall remain subject to purchase at the same aggregate
Option Price.

(¢) Appropriate adjustments shall be made in the number
of SARs and the SAR Price thereof then subject to exercise pursuant
to each such SAR previously granted and unexercised, to the end that
the same proportion of the Company's issued and outstanding shares
of Common Stock in each instance shall remain subject to exercise at
the same aggregate SAR Price.

(d) Appropriate adjustments shall be made in the number
of outstanding shares of Restricted Stock with respect to which
restrictions have not yet lapsed prior to any such change.

(e) Appropriate adjustments shall be made with respect to
shares of Common Stock applicable to any other Incentives previously
awarded under the Plan as the Committee, in its sole discretion,
deems appropriate, consistent with the event.

Except as otherwise expressly provided herein, the issuance by the Company
of shares of its capital stock of any class, or securities convertible into shares of
capital stock of any class, either in connection with direct sale or upon the exercise
of rights or warrants to subscribe therefor, or upon conversion of shares or
obligations of the Company convertible into such shares or other securities, shall
not affect, and no adjustment by reason thereof shall be made with respect to (i) the
number of or Option Price of shares of Common Stock then subject to outstanding
Stock Options granted under the Plan, (ii) the number of or SAR Price or SARs then
subject to outstanding SARs granted under the Plan, (iii) the number of outstanding
shares of Restricted Stock, or (iv) the number of shares of Common Stock otherwise
payable under any other Incentive.

Upon the occurrence of each event requiring an adjustment with respect to
any Incentive, the Company shall mail to each affected Participant its computation
of such adjustment which shall be conclusive and shall be binding upon each such
Participant.



ARTICLE 15

RECAPITALIZATION, MERGER AND
CONSOLIDATION; CHANGE IN CONTROL

(a) The existence of this Plan and Incentives granted
hereunder shall not affect in any way the right or power of the
Company or its stockholders to make or authorize any or all
adjustments, recapitalizations, reorganizations, or other changes in
the Company's capital structure and its business, or any merger or
consolidation of the Company, or any issue of bonds, debentures,
preferred or preference stocks ranking prior to or otherwise affecting
the Common Stock or the rights thereof (or any rights, options, or
warrants to purchase same), or the dissolution or liquidation of the
Company, or any sale or transfer of all or any part of its assets or
business, or any other corporate act or proceeding, whether of a
similar character or otherwise.

(b) Subject to any required action by the stockholders, if
the Company shall be the surviving or resulting corporation in any
merger, consolidation or share exchange, any Incentive granted
hereunder shall pertain to and apply to the securities or rights
(including cash, property, or assets) to which a holder of the number
of shares of Common Stock subject to the Incentive would have been
entitled.

(c) In the event of any merger, consolidation or share
exchange pursuant to which the Company is not the surviving or
resulting corporation, there shall be substituted for each share of
Common Stock subject to the unexercised portions of such
outstanding Incentives, that number of shares of each class of stock or
other securities or that amount of cash, property, or assets of the
surviving, resulting or consolidated company which were distributed
or distributable to the stockholders of the Company in respect to each
share of Common Stock held by them, such outstanding Incentives to
be thereafter exercisable for such stock, securities, cash, or property
in accordance with their terms. Notwithstanding the foregoing,
however, all Stock Options and SARs may be canceled by the
Company immediately prior to the effective date of any such
reorganization, merger, consolidation, share exchange or any
dissolution or liquidation of the Company by giving notice to each
holder thereof or his personal representative of its intention to do so
and by permitting the purchase during the thirty (30) day period next
preceding such effective date of all or any portion of all of the shares
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of Common Stock subject to such outstanding Incentives whether or
not such Incentives are then vested or exercisable.

(d) In the event of a Change in Control, notwithstanding
any other provision in this Plan to the contrary all unmatured
installments of Incentives outstanding and not otherwise canceled in
accordance with Section 15(c) above, shall thereupon automatically be
accelerated and exercisable in full and all Restriction Periods
applicable to Awards of Restricted Stock and/or Restricted Stock
Units shall automatically expire. The determination of the
Committee that any of the foregoing conditions has been met shall be
binding and conclusive on all parties.

ARTICLE 16

LIQUIDATION OR DISSOLUTION

In case the Company shall, at any time while any Incentive under this Plan
shall be in force and remain unexpired, (i) sell all or substantially all of its property,
or (ii) dissolve, liquidate, or wind up its affairs, then each Participant shall be
thereafter entitled to receive, in lieu of each share of Common Stock of the Company
which such Participant would have been entitled to receive under the Incentive, the
same kind and amount of any securities or assets as may be issuable, distributable,
or payable upon any such sale, dissolution, liquidation, or winding up with respect
to each share of Common Stock of the Company. If the Company shall, at any time
prior to the expiration of any Incentive, make any partial distribution of its assets,
in the nature of a partial liquidation, whether payable in cash or in kind (but
excluding the distribution of a cash dividend payable out of earned surplus and
designated as such) then in such event the Option Prices or SAR Prices then in
effect with respect to each Stock Option or SAR shall be reduced, on the payment
date of such distribution, in proportion to the percentage reduction in the tangible
book value of the shares of the Company's Common Stock (determined in
accordance with generally accepted accounting principles) resulting by reason of
such distribution.
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ARTICLE 17

INCENTIVES IN SUBSTITUTION FOR
INCENTIVES GRANTED BY OTHER CORPORATIONS

Incentives may be granted under the Plan from time to time in substitution
for similar instruments held by employees of a corporation who become or are about
to become Employees of the Company or any Subsidiary as a result of a merger or
consolidation of the employing corporation with the Company or the acquisition by
the Company of stock of the employing corporation. The terms and conditions of the
substitute Incentives so granted may vary from the terms and conditions set forth
in this Plan to such extent as the Board at the time of grant may deem appropriate
to conform, in whole or in part, to the provisions of the Incentives in substitution for
which they are granted.

ARTICLE 18
MISCELLANEOUS PROVISIONS

18.1 Investment Intent. The Company may require that there be
presented to and filed with it by any Participant under the Plan, such evidence as it
may deem necessary to establish that the Incentives granted or the shares of
Common Stock to be purchased or transferred are being acquired for investment
and not with a view to their distribution.

18.2 No Right to Continued Employment. Neither the Plan nor
any Incentive granted under the Plan shall confer upon any Participant any right
with respect to continuance of employment by the Company or any Subsidiary.

18.3 Indemnification of Board and Committee. No member of the
Board or the Committee, nor any officer or employee of the Company acting on
behalf of the Board or the Committee, shall be personally liable for any action,
determination, or interpretation taken or made in good faith with respect to the
Plan, and all members of the Board or the Committee and each and any officer or
employee of the Company acting on their behalf shall, to the extent permitted by
law, be fully indemnified and protected by the Company in respect of any such
action, determination, or interpretation.

18.4 Effect of the Plan. Neither the adoption of this Plan nor any action
of the Board or the Committee shall be deemed to give any person any right to be
granted an Award or any other rights except as may be evidenced by an Award
Agreement, or any amendment thereto, duly authorized by the Committee and
executed on behalf of the Company, and then only to the extent and upon the terms
and conditions expressly set forth therein.
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18.5 Compliance With Other Laws and Regulations.
Notwithstanding anything contained herein to the contrary, the Company shall not
be required to sell or issue shares of Common Stock under any Incentive if the
issuance thereof would constitute a violation by the Participant or the Company of
any provisions of any law or regulation of any governmental authority or any
national securities exchange or inter-dealer quotation system or other forum in
which shares of Common Stock are quoted or traded (including without limitation
Section 16 of the 1934 Act and Section 162(m) of the Code); and, as a condition of
any sale or issuance of shares of Common Stock under an Incentive, the Committee
may require such agreements or undertakings, if any, as the Committee may deem
necessary or advisable to assure compliance with any such law or regulation. The
Plan, the grant and exercise of Incentives hereunder, and the obligation of the
Company to sell and deliver shares of Common Stock, shall be subject to all
applicable federal and state laws, rules and regulations and to such approvals by
any government or regulatory agency as may be required.

18.6 Tax Requirements. The Company shall have the right to deduct
from all amounts hereunder paid in cash or other form, any Federal, state, or local
taxes required by law to be withheld with respect to such payments. The
Participant receiving shares of Common Stock issued under the Plan shall be
required to pay the Company the amount of any taxes which the Company is
required to withhold with respect to such shares of Common Stock.
Notwithstanding the foregoing, in the event of an assignment of a Non-qualified
Stock Option or SAR pursuant to Section 18.7, the Participant who assigns the Non-
qualified Stock Option or SAR shall remain subject to withholding taxes upon
exercise of the Non-qualified Stock Option or SAR by the transferee to the extent
required by the Code or the rules and regulations promulgated thereunder. Such
payments shall be required to be made prior to the delivery of any certificate
representing such shares of Common Stock. Such payment may be made in cash, by
check, or through the delivery of shares of Common Stock owned by the Participant
(which may be effected by the actual delivery of shares of Common Stock by the
Participant or by the Company's withholding a number of shares to be issued upon
the exercise of a Stock Option, if applicable), which shares have an aggregate Fair
Market Value equal to the required minimum withholding payment, or any
combination thereof.

18.7 Assignability. Incentive Stock Options may not be transferred or
assigned other than by will or the laws of descent and distribution and may be
exercised during the lifetime of the Participant only by the Participant or the
Participant’s legally authorized representative, and each Award Agreement in
respect of an Incentive Stock Option shall so provide. The designation by a
Participant of a beneficiary will not constitute a transfer of the Stock Option. The
Committee may waive or modify any limitation contained in the preceding
sentences of this Section 18.7 that is not required for compliance with Section 422 of
the Code. The Committee may, in its discretion, authorize all or a portion of a Non-
qualified Stock Option or SAR to be granted to a Participant to be on terms which
permit transfer by such Participant to (i) the spouse, children or grandchildren of

26



the Participant (“Immediate Family Members”), (ii) a trust or trusts for the
exclusive benefit of such Immediate Family Members, or (iii) a partnership in which
such Immediate Family Members are the only partners, (iv) an entity exempt from
federal income tax pursuant to Section 501(c)(3) of the Code or any successor
provision, or (v) a split interest trust or pooled income fund described in Section
2522(c)(2) of the Code or any successor provision, provided that (x) there shall be no
consideration for any such transfer, (y) the Award Agreement pursuant to which
such Non-qualified Stock Option or SAR is granted must be approved by the
Committee and must expressly provide for transferability in a manner consistent
with this Section, and (z) subsequent transfers of transferred Non-qualified Stock
Options or SARs shall be prohibited except those by will or the laws of descent and
distribution or pursuant to a qualified domestic relations order as defined in the
Code or TitleI of the Employee Retirement Income Security Act of 1974, as
amended. Following transfer, any such Non-qualified Stock Option and SAR shall
continue to be subject to the same terms and conditions as were applicable
immediately prior to transfer, provided that for purposes of Articles 10, 12, 14, 16
and 18 hereof the term “Participant” shall be deemed to include the transferee. The
events of Termination of Service shall continue to be applied with respect to the
original Participant, following which the Non-qualified Stock Options and SARs
shall be exercisable by the transferee only to the extent and for the periods specified
in the Award Agreement. The Committee and the Company shall have no
obligation to inform any transferee of a Non-qualified Stock Option or SAR of any
expiration, termination, lapse or acceleration of such Option. The Company shall
have no obligation to register with any federal or state securities commission or
agency any Common Stock issuable or issued under a Non-qualified Stock Option or
SAR that has been transferred by a Participant under this Section 18.7.

18.8 Use of Proceeds. Proceeds from the sale of shares of Common
Stock pursuant to Incentives granted under this Plan shall constitute general funds
of the Company.

18.9 Governing Law. The validity, construction and effect of the Plan
and any actions taken or relating to the Plan shall be determined in accordance
with the laws of the State of Texas and applicable Federal law.

18.10 Successors and Assigns. The Company will require any
successor (whether direct or indirect, by purchase, merger, consolidation or
otherwise) to all or substantially all of the business and/or assets of the Company,
expressly to assume and agree to perform the Company’s obligation under this Plan
in the same manner and to the same extent that the Company would be required to
perform them if no such succession had taken place. As used herein, the “Company”
shall mean the Company as hereinbefore defined and any aforesaid successor to its
business and/or assets.

18.11 Effective Date. The Plan shall be effective as of October 1, 1998.
Subject to earlier termination pursuant to Article 12, the Plan shall have a term of
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ten (10) years from its effective date. After termination of the Plan, no future
Awards may be made.

18.12 Legend. Each certificate representing shares of Restricted Stock
issued to a Participant shall bear the following legend, or a similar legend deemed
by the Company to constitute an appropriate notice of the provisions hereof (any
such certificate not having such legend shall be surrendered upon demand by the
Company and so endorsed):

On the face of the certificate:

“Transfer of this stock is restricted in accordance with
conditions printed on the reverse of this certificate.”

On the reverse:

“The shares of stock evidenced by this certificate are
subject to and transferrable only in accordance with
that certain Atmos Energy Corporation 1998 Long-
Term Incentive Plan, a copy of which is on file at the
principal office of the Company in Dallas, Texas. No
transfer or pledge of the shares evidenced hereby may
be made except in accordance with and subject to the
provisions of said Plan. By acceptance of this
certificate, any holder, transferee or pledgee hereof
agrees to be bound by all of the provisions of said Plan.”

The following legend shall be inserted on a certificate evidencing Common
Stock issued under the Plan if the shares were not issued in a transaction registered
under the applicable federal and state securities laws:

“Shares of stock represented by this certificate have
been acquired by the holder for investment and not for
resale, transfer or distribution, have been issued
pursuant to exemptions from the registration
requirements of applicable state and federal securities
laws, and may not be offered for sale, sold or
transferred other than pursuant to effective registration
under such laws, or in transactions otherwise in
compliance with such laws, and upon evidence
satisfactory to the Company of compliance with such
laws, as to which the Company may rely upon an
opinion of counsel satisfactory to the Company.”

A copy of this Plan shall be kept on file in the principal office of the Company
in Dallas, Texas.
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IN WITNESS WHEREOF, the Company has caused this instrument to be
executed as of February 14, 2002.

ATMOS ENERGY CORPORATION

By: /s/ ROBERT W. BEST
Robert W. Best
Chairman of the Board, President
and Chief Executive Officer

Attest:

/s/ SHIRLEY A. HINES
Shirley A. Hines
Corporate Secretary
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ATMOS ENERGY CORPORATION
ANNUAL INCENTIVE PLAN FOR MANAGEMENT
(As amended and restated February 14, 2002)

The Atmos Energy Corporation Annual Incentive Plan for Management
(hereinafter called the “Plan”) was adopted by the Board of Directors of Atmos Energy
Corporation, a Texas and Virginia corporation (hereinafter called the “Company”), on
August 12, 1998 to be effective October 1, 1998 and was approved by the Company’s
shareholders on February 10, 1999. An amendment to the Plan was approved by the
Board of Directors on August 8, 2001, which amendment was approved by the
Company's shareholders on February 13, 2002.

ARTICLE 1
PURPOSE

The Plan is intended to provide the Company a means by which it can engender and
sustain a sense of personal commitment on the part of its executives and senior managers in the
continued growth, development, and financial success of the Company and encourage them to
remain with and devote their best efforts to the business of the Company, thereby advancing the
interests of the Company and its shareholders. Accordingly, the Company may award fo
executives and senior managers annual incentive compensation on the terms and conditions
established herein.

ARTICLE 2
DEFINITIONS

For the purposes of the Plan, unless the context requires otherwise, the following terms
shall have the meanings indicated:

2.1 “Annual Incentive Award” or “Award” means the compensation payable under
this Plan to a Participant by the Committee pursuant to such terms, conditions, restrictions, and
limitations established by the Committee and Plan.

2.2 “Board” means the Board of Directors of the Company.

2.3 “Bonus Stock” or “Bonus Shares” means shares of Common Stock of the
Company awarded to a Participant as permitted and pursuant to the terms of the Long Term
Incentive Plan.

24 (a) “Change in Control” of the Company shall be deemed to have occurred
if:

@) Any “Person” (as defined in Section 2.4(b)(i) below), other than
(1) the Company or any of its Subsidiaries, (2) a trustee or other fiduciary
holding securities under an employee benefit plan of the Company or any of its
Affiliates, (3) an underwriter temporarily holding securities pursuant to an
offering of such securities, or (4) a corporation owned, directly or indirectly, by
the shareholders of the Company in substantially the same proportions as their



(b)

ownership of stock of the Company, is or becomes the “beneficial owner” (as
defined in Section 2.4(b)(ii) below), directly or indirectly, of securities of the
Company (not including in the securities beneficially owned by such person any
securities acquired directly from the Company or its Affiliates) representing 33-
1/3% or more of the combined voting power of the Company’s then outstanding
securities, or 33-1/3% or more of the then outstanding common stock of the
Company, excluding any Person who becomes such a beneficial owner in
connection with a transaction described in subparagraph (iii)(A) below.

(ii) During any period of two consecutive years (the “Period”),
individuals who at the beginning of the Period constitute the Board of Directors
of the Company and any “new director” (as defined in Section 2.4(b)(iii) below)
cease for any reason to constitute a majority of the Board of Directors.

(iii)  There is consummated a merger or consolidation of the
Company or any direct or indirect subsidiary of the Company with any other
corporation, except if:

(A) the merger or consolidation would result in the voting
securities of the Company outstanding immediately prior thereto
continuing to represent (either by remaining outstanding or by being
converted into voting securities of the surviving entity or any parent
thereof) at least sixty percent (60%) of the combined voting power of the
voting securities of the Company or such surviving entity or any parent
thereof outstanding immediately after such merger or consolidation; or

B) the merger or consolidation is effected to implement a
recapitalization of the Company (or similar transaction) in which no
Person is or becomes the beneficial owner, directly, or indirectly, of
securities of the Company (not including in the securities beneficially
owned by such Person any securities acquired directly from the
Company or its Affiliates other than in connection with the acquisition
by the Company or its Affiliates of a business) representing 60% or more
of the combined voting power of the Company’s then outstanding
securities;

(iv)  The shareholders of the Company approve a plan of complete
liquidation or dissolution of the Company or an agreement for the sale or
disposition by the Company of all or substantially all the Company’s assets, other
than a sale or disposition by the Company of all or substantially all of the
Company’s assets to an entity, at least 60% of the combined voting power of the
voting securities of which are owned by the stockholders of the Company in
substantially the same proportions as their ownership of the Company
immediately prior to such sale.

Definitions. For purposes of Section 2.4(a) above,

(i) “Person” shall have the meaning given in Section 3(a)(9) of the Securities

Exchange Act of 1934 (the “1934 Act”) as modified and used in Sections 13(d) and 14(d)
of the 1934 Act.



(ii) “Beneficial owner” shall have the meaning provided in Rule 13d-3 under
the 1934 Act.

(iii)  “New director” shall mean an individual whose election by the
Company’s Board of Directors or nomination for election by the Company’s shareholders
was approved by a vote of at least two-thirds (2/3) of the directors then still in office who
either were directors at the beginning of the Period or whose election or nomination for
election was previously so approved or recommended. However, “new director” shall
not include a director whose initial assumption of office is in connection with an actual or
threatened election contest, including but not limited to a consent solicitation relating to
the election of directors of the Company.

(iv) “Affiliate” shall have the meaning set forth in Rule 12b-2 promulgated
under Section 12 of the 1934 Act.

2.5 “Code” means the Internal Revenue Code of 1986, as amended, together with the
published rulings, regulations, and interpretations duly promulgated thereunder.

2.6 “Committee” means the committee appointed or designated by the Board to
administer the Plan in accordance with Article 3 of this Plan.

2.7 “Common Stock” or “Common Shares” means the Common Stock of the
Company, with no par value (stated value of $.005 per share), or such other security or right or
instrument into which such common stock may be changed or converted in the future.

2.8 “Company” means Atmos Energy Corporation, a Texas and Virginia corporation,
and any successor entity.

29 “Covered Participant” means a Participant who is a “covered employee” as
defined in Section 162(m)(3) of the Code, and the regulations promulgated thereunder, or who the
Committee believes will be such a covered employee for a Performance Period, and who the
Committee believes may have remuneration in excess of $1,000,000 for the Performance Period,
as provided in Section 162(m) of the Code.

2.10  “Date of Conversion” means the date on which the Committee determines and
approves Awards; this is also the effective Date of Conversion for Restricted Stock or Restricted
Shares, and for Stock Options.

2.11  “Employee” means common law employee (as defined in accordance with the
Regulations and Revenue Rulings then applicable under Section 3401(c) of the Code) of the
Company and any Subsidiary of the Company.

2.12  “Executive Nonqualified Deferred Compensation Plan” is the Atmos Energy
Corporation Executive Nonqualified Deferred Compensation Plan, as amended from time to time.

2.13  “Fair Market Value” of a share of Common Stock is the mean of the highest and
lowest prices per share on the New York Stock Exchange Consolidated Tape, or such reporting
service as the Board may select, on the appropriate date, or in the absence of reported sales on such
day, the most recent previous day for which sales were reported.



2.14  “Long-Term Incentive Plan” is the Atmos Energy Corporation 1998 Long-Term
Incentive Compensation Plan, as amended from time to time.

2.15  “Participant” means an Employee who is selected by the Committee to
participate in the Plan.

2.16  “Performance Criteria” or ‘“Performance Goals” or “Performance Measures”
mean the objectives established by the Committee for the Performance Period pursuant to Article V
hereof, for the purpose of determining Awards under the Plan.

2.17  “Performance Period” means the consecutive 12 month period that constitutes the
Company’s fiscal year.

2.18  “Plan” means the Atmos Energy Corporation Annual Incentive Plan for
Management, dated effective October 1, 1998, as amended from time to time.

2.19  “Restricted Stock” or “Restricted Shares” means shares of Common Stock of the
Company contingently granted to a Participant as permitted and pursuant to the terms and
provisions of the Long-Term Incentive Plan.

220  “Section 162(m)” means Section 162(m) of the Code and the regulations
promulgated thereunder.

221  “Stock Option™ or “Option” means an option to purchase Common Shares of the
Company as permitted and pursuant to the terms and provisions of the Long-Term Incentive Plan.

2.22  “Subsidiary” means (i) any corporation in an unbroken chain of corporations
beginning with the Company, if each of the corporations other than the last corporation in the
unbroken chain owns stock possessing a majority of the total combined voting power of all classes
of stock in one of the other corporations in the chain, (ii) any limited partnership, if the Company or
any corporation described in item (i) above owns a majority of the general partnership interest and a
majority of the limited partnership interests entitled to vote on the removal and replacement of the
general partner, and (iii) any partnership or limited liability company, if the partners or members
thereof are composed only of the Company, any corporation listed in item (i) above or any limited
partnership listed in item (ii) above. “Subsidiaries” means more than one of any such corporations,
limited partnerships, partnerships or limited liability companies.

223  “Termination of Service” occurs when a Participant who is an Employee of the
Company or any Subsidiary shall cease to serve as an Employee of the Company and its
Subsidiaries, for any reason.

ARTICLE 3
ADMINISTRATION

The Plan shall be administered by the Human Resources Committee of the Board unless
otherwise determined by the Board. If said Human Resources Committee does not so serve, the
Committee shall consist of not fewer than two persons; any member of the Committee may be
removed at any time, with or without cause, by resolution of the Board; and any vacancy occurring
in the membership of the Committee may be filled by appointment by the Board.



All actions to be taken by the Committee under this Plan, insofar as such actions affect
compliance with Section 162(m) of the Code, shall be limited to those members of the Board who
are Non-employee Directors and who are “outside directors” under Section 162(m). The
Committee shall select one of its members to act as its Chairman. A majority of the Committee
shall constitute a quorum, and the act of a majority of the members of the Committee present at a
meeting at which a quorum is present shall be the act of the Committee.

The Committee shall determine and designate from time to time the eligible persons to
whom Awards will be made. The Committee, in its discretion, shall (i) interpret the Plan, (ii)
prescribe, amend, and rescind any rules and regulations necessary or appropriate for the
administration of the Plan, and (iii) make such other determinations and take such other action as it
deems necessary or advisable in the administration of the Plan. Any interpretation, determination,
or other action made or taken by the Committee shall be final, binding, and conclusive on all
interested parties.

With respect to restrictions in the Plan that are based on the requirements of Section
162(m) of the Code or any other applicable law, rule or restriction (collectively, “applicable law”),
to the extent that any such restrictions are no longer required by applicable law, the Committee
shall have the sole discretion and authority to make Awards hereunder that are no longer subject to
such restrictions.

ARTICLE 4
ELIGIBILITY

Any Employee (including an Employee who is also a director or an officer) is eligible to
participate in the Plan. The Committee, upon its own action, may make, but shall not be required
to make, an Award to any Employee. Awards may be made by the Committee at any time and
from time to time to new Participants, or to then Participants, or to a greater or lesser number of
Participants, and may include or exclude previous Participants, as the Committee shall determine.
The Committee’s determinations under the Plan (including without limitation determinations of
which Employees, if any, are to receive Awards, the form, amount and timing of such Awards,
the terms and provisions of such Awards, and the agreements evidencing same) may be made by
the Committee selectively among Employees who receive, or are eligible to receive, Awards
under the Plan. An Employee must be a Participant in the Plan for a minimum of six months
during the Plan Year to be eligible for an Award for that Plan Year.

ARTICLE 5
PERFORMANCE GOALS AND MEASUREMENT

5.1 Performance Goals Establishment. Performance Goals shall be established by
the Committee not later than 90 days after commencement of the Performance Period. The
Performance Goals may be identical for all Participants or, at the discretion of the Committee,
may be different to reflect more appropriate measures of individual performance.

5.2 Awards. Awards shall be made annually in accordance with actual performance
compared to the Performance Goals previously established by the Committee for the Performance
Period.



53 Performance Goals. Performance Goals relating to Covered Participants for a
Performance Period shall be established by the Committee in writing. Performance Goals may
include alternative and multiple Performance Goals and may be based on one or more business
and/or financial criteria. In establishing the Performance Goals for the Plan Year, the Committee
in its discretion may include one or any combination of the following criteria in either absolute or
relative terms, for either the Company or any of its Subsidiary organizations:

(a) Total shareholder return

(b) Return on assets, equity, capital, or investment

(©) Pre-tax or after-tax profit levels, including: earnings per share; earnings
before interest and taxes; earnings before interest, taxes, depreciation and
amortization; net operating profits after tax, and net income

(d) Cash flow and cash flow return on investment

(e) Economic value added and economic profit

® Growth in earnings per share

(2) Levels of operating expense or other expense items as reported on the
income statement, including operating and maintenance expense

(h) Measures of customer satisfaction and customer service as surveyed

from time to time, including the relative improvement therein.

5.4 Adjustments for Extraordinary Items. The Committee shall be authorized to
make adjustments in the method of calculating attainment of Performance Goals in recognition
of: (i) extraordinary or non-recurring items, (ii) changes in tax laws, (iit) changes in generally
accepted accounting principles or changes in accounting policies, (iv) charges related to
restructured or discontinued operations, (v) restatement of prior period financial results, and (vi)
any other unusual, non-recurring gain or loss that is separately identified and quantified in the
Company’s financial statements. Notwithstanding the foregoing, the Committee may, at its sole
discretion, reduce the performance results upon which Awards are based under the Plan, to offset
any unintended result(s) arising from events not anticipated when the Performance Goals were
established, provided that such adjustment is permitted by Section 162(m).

5.5 Determination of Awards. The Award and payment of any Award under this
Plan to a Covered Participant with respect to the Performance Period shall be contingent upon the
attainment of the Performance Goals that are applicable to such Covered Participant. The
Committee shall certify in writing prior to payment of any such Award that such applicable
Performance Goals relating to the Award are satisfied. Approved minutes of the Committee may
be used for this purpose. The Performance Goals shall not allow for any discretion by the
Committee as to an increase in any Award, but discretion to lower an Award is permissible.

ARTICLE 6
AWARDS

6.1 Timing of Awards. At the first meeting of the Committee after the completion of
the Performance Period, the Committee shall review the prior year’s performance in relation to
the Performance Goals. The first meeting of the Committee shall occur within 60 days following
the completion of the Performance Period.

6.2 Form of Awards. Awards are paid in cash or, at the Committee's discretion, in
whole or in part, in stock options. The value of any stock options paid in lieu of a cash Award
will be determined as set forth in Section 6.2(d) below. Such stock options will be granted
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pursuant to the Long-Term Incentive Plan. In addition, if and as the Committee so permits and
depending upon the Participant’s voluntary election prior to the commencement of the
Performance Period, the Participant may elect to convert any Award paid to him in cash in 25
percent increments, in whole or part, into the following forms:

(a) Deferred Compensation. The Participant may elect to defer receipt of all
or a portion of the Award under provisions of the Executive Nonqualified Deferred
Compensation Plan.

(b) Bonus Stock. The Participant may elect to convert all or a portion of the
Award to Bonus Shares, with the value of the Bonus Shares (based on the Fair Market
Value of such Bonus Shares as of the Date of Conversion) being equal to 110% of the
amount of the Award. Such Bonus Shares shall be unrestricted and shall be granted
pursuant to the Long-Term Incentive Plan.

(c) Restricted Stock Awards. The Participant may elect to convert all or a
portion of the Award to Company Restricted Shares, with the value of the Restricted
Shares (based on the Fair Market Value of such Restricted Shares as of the Date of
Conversion) being equal to 150% of the amount of the Award. Such Restricted Stock
will have a restriction period of not less than 3 years from the Date of Conversion. These
Restricted Shares will be granted pursuant to the Long-Term Incentive Plan.

(d) Non Qualified Stock Options. The Participant may elect to convert all or
a portion of the Award to Stock Options, with the value of the Stock Options (determined
on the Date of Conversion using the Black-Scholes option pricing model) being equal to
250% of the amount of the Award. The term of the Stock Option shall not be greater
than 10 years, and the Stock Option will not be fully vested until 3 years have passed
from the Date of Conversion. All Stock Options shall be granted at 100 percent of the
Common Stock’s Fair Market Value on the Date of Conversion. These Stock Options
will be granted pursuant to the Long-Term Incentive Plan.

6.3 Maximum Awards. The maximum cash Award that may be made to a Covered
Participant under the Plan for any Performance Period shall be $1.0 million.

ARTICLE 7
WITHHOLDING TAXES

The Company shall have the right to deduct from any payment to be made pursuant to the
Plan the amount of any taxes required by law to be withheld with respect to such payments.

ARTICLE 8

NO RIGHT TO CONTINUED EMPLOYMENT OR AWARDS

No Employee shall have any claim or right to be made an Award, and the making of an
Award shall not be construed as giving a Participant the right to be retained in the employ of the
Company or any of its Subsidiaries. Further, the Company and its Subsidiaries expressly reserve
the right at any time to terminate the employment of any Participant free from any liability under
the Plan; except that a Participant, who meets or exceeds the Performance Goals for the
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Performance Period and was actively employed for the full term of the Performance Period, will
be eligible for an Award even though the Participant is not an active employee of the Company at
the time the Committee makes Awards under the Plan.

ARTICLE 9

CHANGE IN CONTROL

Immediately upon a Change in Control, notwithstanding any other provision of this Plan,
all Awards for the Performance Period in which the Change in Control occurs shall be deemed
earned at the maximum Performance Goal level, and the Company shall make a payment in cash
to each Participant within ten (10) days after the effective date of the Change in Control in the
amount of such maximum Award. The making of Awards under the Plan shall in no way affect
the right of the Company to adjust, reclassify, reorganize, or otherwise change its capital or
business structure, or to merge, consolidate, dissolve, liquidate, sell or transfer all or any portion
of its businesses or assets.

ARTICLE 10

AMENDMENT., MODIFICATION, SUSPENSION, OR TERMINATION

Subject to the limitations set forth in the Article 10, the Board may at any time and from
time to time, without the consent of the Participants, alter, amend, revise, suspend, or discontinue
the Plan in whole or in part; provided, however, that no amendment which requires stockholder
approval in order for the Plan and Awards under the Plan to continue to comply with Section
162(m) of the Code, including any successors to such Section, shall be effective unless such
amendment shall be approved by the requisite vote of the stockholders of the Company entitled to
vote thereon.

ARTICLE 11

GOVERNING LAW

The validity, construction and effect of the Plan and any actions taken or relating to the
Plan shall be determined in accordance with the laws of the State of Texas and applicable Federal
law.

ARTICLE 12

SUCCESSORS AND ASSIGNS

The Company will require any successor (whether direct or indirect, by purchase, merger,
consolidation or otherwise) to all or substantially all of the business and/or assets of the
Company, expressly to assume and agree to perform the Company’s obligation under this Plan in
the same manner and to the same extent that the Company would be required to perform them if
no such succession had taken place. As used herein, the “Company” shall mean the Company as
hereinbefore defined and any aforesaid successor to its business and/or assets.



ARTICLE 13
EFFECTIVE DATE
This Plan shall be effective as of October 1, 1998. Subject to earlier termination pursuant
to Article 10, the Plan shall have a term of five years from its effective date. As of August 8,
2001, the Board authorized extension of the term of the Plan for an additional three year period,

or until September 30, 2006, which extension was approved by the Company's shareholders on
February 13, 2002. After termination of the Plan, no future Awards may be made.

ARTICLE 14

INTERPRETATION

The Plan is designed to comply with Section 162(m) of the Code, and all provisions
hereof shall be construed in a manner consistent with that intent.

ARTICLE 15
INDEMNIFICATION

No member of the Board or the Committee, nor any officer or Employee of the Company
acting on behalf of the Board or the Committee, shall be personally liable for any action,
determination, or interpretation taken or made in good faith with respect to the Plan, and all
members of the Board or the Committee and each and any officer or Employee of the Company
acting on their behalf shall, to the extent permitted by law, be fully indemnified and protected by
the Company in respect of any such action, determination, or interpretation.

IN WITNESS WHEREOF, the Company has caused this instrument to be executed as of
February 14, 2002 by its President.

ATMOS ENERGY CORPORATION

By: /s/ ROBERT W, BEST
Robert W. Best
Chairman of the Board, President
and Chief Executive Officer

Attest:

/s/ SHIRLEY A. HINES
Shirley A. Hines
Secretary




ATMOS ENERGY CORPORATION
VYARIABLE PAY PLAN FOR EMPLOYEES

The Atmos Energy Corporation Variable Pay Plan for Employees (hereinafter called the
“Plan”) was adopted by Atmos Energy Corporation, a Texas and Virginia corporation
(hereinafter called the “Company”), to be effective October 1, 1998.

ARTICLE 1

PURPOSE

The Plan is intended to provide the Company a means by which it can engender and
sustain a sense of personal commitment on the part of its Employees in the continued growth,
development, and financial success of the Company. It is intended to encourage them to remain
with and devote their best efforts to the business of the Company, thereby advancing the interests
of the Company and its shareholders. Accordingly, the Company may award to Employees
incentive compensation on the terms and conditions established herein.

ARTICLE 2
DEFINITIONS

For the purposes of the Plan, unless the context requires otherwise, the following terms
shall have the meanings indicated:

2.1 “Incentive Award” or “Award” means the compensation payable under this Plan,
in cash to a Participant by the Committee pursuant to such terms, conditions, restrictions, and
limitations established by the Committee and Plan.

2.2 “Board” means the Board of Directors of the Company.

2.3 “Code” means the Internal Revenue Code of 1986, as amended, together with the
published rulings, regulations, and interpretations duly promulgated thereunder.

24 “Committee” means the Management Committee of the Company or other
committee appointed or designated by the Board to administer the Plan in accordance with Article
3 of this Plan.

2.5 “Company” means Atmos Energy Corporation, a Texas and Virginia corporation,
and any successor entity.

2.6 “Eligible Earnings” means the total of all amounts paid to an Employee for
personal services as reported on the Employee’s Federal Income Tax Withholding Statement
(Form W-2) but excluding (i) expense reimbursements, (ii) bonuses/incentive compensation, (iii)
any contributions under any deferred compensation or welfare benefit Plan, and (iv) other special
payments of any kind.



2.7 “Employee” means common law employee (as defined in accordance with the
Regulations and Revenue Rulings then applicable under Section 3401(c) of the Code) of the
Company and any Subsidiary of the Company.

2.8 “Participant” means an Employee who meets the criteria to participate in the
Plan.

29 “Performance Criteria” or “Performance Goals” or “Performance Measures”
mean the objectives established by the Committee for the Performance Period pursuant to Article
5 hereof, for the purpose of determining Awards under the Plan.

2.10  “Performance Period” means the consecutive twelve-month period that
constitutes the Company’s fiscal year.

2.11  “Plan” means the Atmos Energy Corporation Variable Pay Plan for Employees,
dated October 1, 1998, as amended from time to time.

2.12  “Regular Employment Status” means employment for an unspecified period of
time on a work schedule of either: (1) at least forty hours per week or at least 2,080 hours per
year, and paid at a monthly rate, or (2) less than forty hours per week or less than 2,080 hours per
year, and paid at an hourly rate.

2.13  “Subsidiary” means (i) any corporation in an unbroken chain of corporations
beginning with the Company, if each of the corporations other than the last corporation in the
unbroken chain owns stock possessing a majority of the total combined voting power of all
classes of stock in one of the other corporations in the chain, (ii) any limited partnership, if the
Company or any corporation described in item (i) above owns a majority of the general
partnership interest and a majority of the limited partnership interests entitled to vote on the
removal and replacement of the general partner, and (iii) any partnership or limited liability
Company, if the partners or members thereof are composed only of the Company, any
corporation listed in item (i) above or any limited partnership listed in item (ii) above.
“Subsidiaries” means more than one of any such corporations, limited partnerships, partnerships
or limited liability companies.

2.14  “Termination of Service” occurs when a Participant who is an Employee of the
Company or any Subsidiary shall cease to serve as an Employee of the Company and its
Subsidiaries, for any reason.

ARTICLE 3
ADMINISTRATION

The Plan shall be administered by the Committee as designated in accordance with
Section 2.4 above.

The Committee, in its discretion, shall (i) interpret the Plan, (ii) prescribe, amend, and
rescind any rules and regulations necessary or appropriate for the administration of the Plan, and
(iii) make such other determinations and take such other action as it deems necessary or advisable
in the administration of the Plan. Any interpretation, determination, or other action made or taken
by the Committee shall be final, binding, and conclusive on all interested parties.



ARTICLE 4
ELIGIBILITY

Any Employee who meets the following criteria is eligible to participate in the Plan.
Employees who are considered to be in Regular Employment Status, and who are not participants
in the Company’s Annual Incentive Plan for Management are eligible to participate in the Plan.
Additionally, Employees covered by a collective bargaining agreement between the Company
and a bargaining agent will become Participants in the Plan provided such Plan participation is
negotiated and agreed upon in good faith between the Company and such bargaining agent.

ARTICLE 5
PERFORMANCE GOALS AND MEASUREMENT

5.1 Performance Goals Establishment. Performance Goals shall be established by
the Committee not later than 90 days after commencement of the Performance Period. The
Performance Goals may be identical for all Participants or, at the discretion of the Committee,
may be different to reflect more appropriate measures of performance.

5.2 Performance Goals.  Performance Goals relating to Participants for a
Performance Period shall be established by the Committee in writing. Performance Goals may
include alternative and multiple Performance Goals and may be based on one or more business
and/or financial criteria. In establishing the Performance Goals for the Plan Year, the Committee
in its discretion may include one or any combination of the following criteria in either absolute or
relative terms, for either the Company or any of its Subsidiary organizations:

(a) Total shareholder return
® Return on assets, equity, capital, or investment
©) Pre-tax or after-tax profit levels, including: earnings per share; earnings

before interest and taxes; earnings before interest, taxes, depreciation and
amortization; net operating profits after tax, and net income

(d) Cash flow and cash flow return on investment

(e) Economic value added and economic profit

® Growth in earnings per share

(g) Levels of operating expense or other expense items as reported on the

income statement, including operating and maintenance expense and
capital expense

(h) Measures of customer satisfaction and customer service as surveyed
from time to time, including the relative improvement therein.

5.3.  Adjustments for Extraordinary Items. The Committee shall be authorized to
make adjustments in the method of calculating attainment of Performance Goals in recognition
of: (i) extraordinary or non-recurring items, (ii) changes in tax laws, (iii) changes in generally
accepted accounting principles or changes in accounting policies, (iv) charges related to
restructured or discontinued operations, (v) restatement of prior period financial results, and (vi)
any other unusual, non-recurring gain or loss that is separately identified and quantified in the
Company’s financial statements. Notwithstanding the foregoing, the Committee may, in its sole
discretion, reduce the performance results upon which Awards are based under the Plan, to offset



any unintended result(s) arising from events not anticipated when the Performance Goals were
established.

54 Determination of Awards. Awards shall be made annually in accordance with
actual performance compared to the Performance Goals previously established by the Committee
for the Performance Period. The award and payment of any Award under this Plan to a
Participant with respect to the Performance Period shall be contingent upon the attainment of the
Performance Goals that are applicable to such Participant. The Committee shall certify in writing
prior to payment of any such Award that such applicable Performance Goals relating to the
Award are satisfied. Approved minutes of the Committee may be used for this purpose.

The Committee, upon its own action, may make, but shall not be required to
make, an Award to any Participant. Awards may be made by the Committee at any time and
from time to time to new Participants, or to then Participants, or to a greater or lesser number of
Participants, and may include or exclude previous Participants, as the Committee shall determine.
The Committee’s determinations under the Plan (including, without limitation, determinations of
which Participants, if any, are to receive Awards, the amount of such Awards, and the terms and
provisions of such Awards) may be made by the Committee selectively among Participants. An
Employee must be a Participant in the Plan for a minimum of six months during the Plan Year to
be eligible for an Award for that Plan Year.

ARTICLE 6
AWARDS
6.1 Timing of Awards. Within 60 days following the completion of the Performance
Period, the Committee shall review the prior year’s performance in relation to the Performance

Goals and shall determine the Awards to be made to Participants.

6.2 Form and Payment of Awards. Awards shall be paid in cash as soon as
administratively possible following the determination of those Awards.

ARTICLE 7
WITHHOLDING TAXES

The Company shall have the right to deduct from any payment to be made pursuant to the
Plan the amount of any taxes required by law to be withheld with respect to such payments.

ARTICLE 8

NO RIGHT TO CONTINUED EMPLOYMENT OR AWARDS

No Employee shall have any claim or right to be made an Award, and the making of an
Award shall not be construed as giving a Participant the right to be retained in the employ of the
Company or any of its Subsidiaries. Further, the Company and its Subsidiaries expressly reserve
the right at any time to terminate the employment of any Participant free from any liability under
the Plan.



ARTICLE 9
AMENDMENT, MODIFICATION, SUSPENSION, OR TERMINATION
Subject to the limitations set forth in the Article 9, the Board may at any time and from
time to time, without the consent of the Participants, alter, amend, revise, suspend, or discontinue
the Plan in whole or in part.
ARTICLE 10

GOVERNING LAW

The validity, construction and effect of the Plan and any actions taken or relating to the
Plan shall be determined in accordance with the laws of the State of Texas and applicable Federal
law.

ARTICLE 11
SUCCESSORS AND ASSIGNS

The Company will require any successor (whether direct or indirect, by purchase, merger,
consolidation or otherwise) to all or substantially all of the business and/or assets of the
Company, expressly to assume and agree to perform the Company’s obligation under this Plan in
the same manner and to the same extent that the Company would be required to perform them if
no such succession had taken place. As used herein, the “Company” shall mean the Company as
hereinbefore defined and any aforesaid successor to its business and/or assets.

ARTICLE 12
EFFECTIVE DATE
This Plan shall be effective as of October 1, 1998.
ARTICLE 13
INDEMNIFICATION
No member of the Board or the Committee, nor any officer or Employee of the Company
acting on behalf of the Board or the Committee, shall be personally liable for any action,
determination, or interpretation taken or made in good faith with respect to the Plan, and all
members of the Board or the Committee and each and any officer or Employee of the Company

acting on their behalf shall, to the extent permitted by law, be fully indemnified and protected by
the Company in respect of any such action, determination, or interpretation.



IN WITNESS WHEREOF, the Company has caused this instrument to be executed
effective as of October 1, 1998 by its President pursuant to prior action taken by the Board.

ATMOS ENERGY CORPORATION

By:
Robert W. Best,
Chairman of the Board, President
and Chief Executive Officer

Attest:

Secretary
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23 “Bonus Stock” or “Bonus Shares” means shares of Common Stock of the Company
awarded to a Participant as permitted and pursuant to the terms of the Long Term Incentive Plan.

2.4 (a)

“Change in Control” of the Company shall be deemed to have

occurred ift

@) Any “Person” (as defined in Section 2.4(b)(i) below), other than
(1) the Company or any of its Subsidiaries, (2) a trustee or other fiduciary
holding securities under an employee benefit plan of the Company or any of its
Affiliates, (3) an underwriter temporarily holding securities pursuant to an
offering of such securities, or (4) a corporation owned, directly or indirectly, by
the shareholders of the Company in substantially the same proportions as their
ownership of stock of the Company, is or becomes the “beneficial owner” (as
defined in Section 2.4(b)(ii) below), directly or indirectly, of securities of the
Company (not including in the securities beneficially owned by such person any
securities acquired directly from the Company or its Affiliates) representing 33-
1/3% or more of the combined voting power of the Company’s then outstanding
securities, or 33-1/3% or more of the then outstanding common stock of the
Company, excluding any Person who becomes such a beneficial owner in
connection with a transaction described in subparagraph (iii)(A) below.

(ii) During any period of two consecutive years (the “Period”),
individuals who at the beginning of the Period constitute the Board of Directors
of the Company and any “new director” (as defined in Section 2.4(b)(iii) below)
cease for any reason to constitute a majority of the Board of Directors.

(iiiy  There is consummated a merger or consolidation of the
Company or any direct or indirect subsidiary of the Company with any other
corporation, except if:

(A) the merger or consolidation would result in the voting
securities of the Company outstanding immediately prior thereto
continuing to represent (either by remaining outstanding or by being
converted into voting securities of the surviving entity or any parent
thereof) at least sixty percent (60%) of the combined voting power of the
voting securities of the Company or such surviving entity or any parent
thereof outstanding immediately after such merger or consolidation; or
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B) the merger or consolidation is effected to implement a recapitalization of the Company
(or similar transaction) in which no Person is or becomes the beneficial owner, directly, or
indirectly, of securities of the Company (not including in the securities beneficially owned by
such Person any securities acquired directly from the Company or its Affiliates other than in
connection with the acquisition by the Company or its Affiliates of a business) representing 60%
or more of the combined voting power of the Company’s then outstanding securities;

(iv)  The shareholders of the Company approve a plan of complete
liquidation or dissolution of the Company or an agreement for the sale or
disposition by the Company of all or substantially all the Company’s assets, other
than a sale or disposition by the Company of all or substantially all of the
Company’s assets to an entity, at least 60% of the combined voting power of the
voting securities of which are owned by the stockholders of the Company in
substantially the same proportions as their ownership of the Company
immediately prior to such sale.

b) Definitions. For purposes of Section 2.4(a) above,
@) “Person” shall have the meaning given in Section 3(2)(9) of the

Securities Exchange Act of 1934 (the “1934 Act”) as modified and used in
Sections 13(d) and 14(d) of the 1934 Act.
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(i1) “Beneficial owner” shall have the meaning provided in Rule
13d-3 under the 1934 Act.

(iii) “New director” shall mean an individual whose election by the
Company’s Board of Directors or nomination for election by the Company’s
shareholders was approved by a vote of at least two-thirds (2/3) of the directors
then still in office who either were directors at the beginning of the Period or
whose election or nomination for election was previously so approved or
recommended. However, “new director” shall not include a director whose
initial assumption of office is in connection with an actual or threatened election
contest, including but not limited to a consent solicitation relating to the election
of directors of the Company.

(iv) “Affiliate” shall have the meaning set forth in Rule 12b-2
promulgated under Section 12 of the 1934 Act.
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2.7 “Common Stock” or “Common Shares” means the Common Stock of the

Company, with a par value of $1.00 per share, or such other security or right or instrument into
which such common stock may be changed or converted in the future.
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2.9 “Covered Participant” means a Participant who is a “covered employee” as

defined in Section 162(m)(3) of the Code, and the regulations promulgated thereunder, or who the
Committee believes will be such a covered employee for a Performance Period, and who the
Committee believes may have remuneration in excess of $1,000,000 for the Performance Period,
as provided in Section 162(m) of the Code.
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Board may select, on the appropriate date, or in the absence of reported sales on such
day, the most recent previous day for which sales were reported.

2.13  “Long-Term Incentive Plan” is the Atmos Energy Corporation 1998 Long-Term
Incentive Compensation Plan, as amended from time to time.
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2.18 “Restrlcted Stock” or “Restricted Shares” means shares of Common Stock of the
Company contingently granted to a Participant as permitted and pursuant to the terms and



provisions of the Long-Term Incentive Plan.

2.19  “Section 162(m)” means Section 162(m) of the Code and the regulations
promulgated thereunder.

220  “Stock Option” or “Option” means an option to purchase Common Shares of the
Company as permitted and pursuant to the terms and provisions of the Long-Term Incentive Plan.
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In all cases, membership on the Committee shall be limited to those members of the Boards who
are Non-employee Directors and who are “outside directors” under Section 162(m) of the Code.
The Committee shall select one of its members to act as its Chairman. A majority of the
Committee shall constitute a quorum, and the act of a majority of the members of the Committee
present at a meeting at which a quorum is present shall be the act of the Committee.

The Committee shall determine and designate from time to time the eligible persons to
whom Awards will be made.
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With respect to restrictions in the Plan that are based on the requirements of Section
162(m) of the Code or any other applicable law, rule or restriction (collectively, “applicable
law™), to the extent that any such restrictions are no longer required by applicable law, the
Committee shall have the sole discretion and authority to make Awards hereunder that are no
longer subject to such restrictions.
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However; if and as the Committee so permits and depending upon the Participant’s voluntary
election prior to the commencement of the Performance Period, the Participant may elect to
convert his Award in 25 percent increments, in whole or part, into the following forms:
(2) Deferred Compensation. The Participant may elect to defer receipt of all
or a portion of the Award under provisions of the Executive Nonqualified Deferred
Compensation Plan.

(b) Bonus Stock. The Participant may elect to convert all or a portion of the
Award to Bonus Shares, with the value of the Bonus Shares (based on the Fair Market
Value of such Bonus Shares as of the date of conversion) being equal to the amount of
the Award converted plus 10 percent of such converted amount. Such Bonus Shares shall
be unrestricted and shall be granted pursuant to the Long-Term Incentive Plan.

(©) Restricted Stock Awards. The Participant may elect to convert all or a
portion of the Award to Company Restricted Shares, with the value of the Restricted
Shares (based on the Fair Market Value of such Restricted Shares as of the date of
conversion) being equal to the amount of the Award converted plus 50 percent of such
converted amount. Such Restricted Stock will have a restriction period of not less than 3
years from the date of grant. These Restricted Shares will be granted pursuant to the
Long-Term Incentive Plan.

(d) Non Qualified Stock Options. The Participant may elect to convert all or
a portion of the Award to Stock Options, with the value of the Stock Options (determined
on the date of grant using the Black-Scholes option pricing model) equal to the amount of
the Award being converted plus 100% of such converted amount. The term of the Stock
Option shall not be greater than 10 years, and the Stock Option will not be fully vested
until 3 years have passed from the date of grant. All Stock Options shall be granted at
100 percent of the Common Stock’s Fair Market Value on the Date of grant. These
Stock Options will be granted pursuant to the Long-Term Incentive Plan.
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ARTICLE 9

CHANGE IN CONTROL

Immediately upon a Change in Control, notwithstanding any other provision of this Plan,
all Awards for the Performance Period in which the Change in Control occurs shall be deemed
earned at the maximum Performance Goal level, and the Company shall make a payment in cash



to each Participant within ten (10) days after the effective date of the Change in Control in the
amount of such maximum Award. The making of Awards under the Plan shall in no way affect
the right of the Company to adjust, reclassify, reorganize, or otherwise change its capital or
business structure, or to merge, consolidate, dissolve, liquidate, sell or transfer all or any portion
of its businesses or ass
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ets.
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; provided, however, that no amendment which requires stockholder approval in order for the
Plan and Awards under the Plan to continue to comply with Section 162(m) of the Code,
including any successors to such Section, shall be effective unless such amendment shall be
approved by the requisite vote of the stockholders of the Company entitled to vote thereon.
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Notwithstanding the foregoing, the adoption of this Plan is expressly conditioned upon the
approval by the Company’s shareholders at the annual meeting of the Company’s shareholders
held in 1999.
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If the shareholders of the Company shall faﬂ to approve thls Plan prior to August 12, 1999, this
Plan may be terminated by the Company.
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Subject to earlier termination pursuant to Article 10, the Plan shall have a term of 5 years from
its effective date. After termination of the Plan, no future Awards may be made.

ARTICLE 14

INTERPRETATION

The Plan is designed to comply with Section 162(m) of the Code, and all provisions
hereof shall be construed in a manner consistent with that intent.
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Atmos Energy Corporation, KY
Case No. 2006-00464
AG DA1-62 item D

Test Year(Total)

2,450,440
357,028
666,094

3,473,562

2,004,460
103,181
177,846

2.285,487

445,980
253,847
488,248
1,188,075

1,165,879
84,032
702,885
1.952,786

Test Year{Tatal)

2,788,964
315,120
625,975

3,730,058

2,183,759
86,658
184,037
2,454,453

805,205
228,462
441,938
1,275,608

2,974,045
223,580
275,406

3,473,031

Test Year(Total)

3,961,320
466,931
612,107

5,040,358

3,066,062
177,434
120,585

3,364,081

895,258
289,497
491,622
1,676,278

6,687,459
253,968
494,219

7,435,646

2004
Test Year(Expense)

1,698,155
159,587
305,192

2,162,934

1,369,081
46,121
81,486

1,516,698

309,084
113,466
223,708
646,236

807,954
38,134
302,241
1,146,329

2005
Test Year(Expense)

1,400,060
138,635
301,742

1,840,437

1,096,247
38,125
88,712

1,223.084

303.813
100,510
213,030
617,358

2,069,936
105,083
129,441

2,304,459

2006
Test Year(Expense)

1,988,583
196,264
240,130

2,424,977

1,539,163
74,580
47,308

1,861,043

445,420
121,684
192,825
763,928

4,534,097
119,385
232,283

4,885,745

Allocated
172,702
159,587

332,288
141,271
48,121

187,331

31.432
113,466

144,898

42,014
36,134

78,147

Allocated

68,183
138,635

206,818
53,387
38.125

91,512

14,798
100,510

115,308

107,637
105,083

212,719

Altocated

103,605
196,264

299,869
80,190
74,580

154,771

23,415
121,684

145,098

236,226
118,365

355591

Not allocated to KY until 10/1/08

Not allocated to KY untii 10/1/06

Not allocated to KY untif 10/1/06

Not allocated to KY unti 10/1/06

Not allocated to KY until 10/1/06

Not affocated to KY until 10/1/06



Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR ltem 63
Witness: Greg Waller

Data Request:

Please provide worksheets showing the above-the-line forecasted test year
expenses (charged to O&M) allocated from the SSU to Kentucky for ratemaking
purposes in this case. Provide these O&M expenses in total and by detailed
functional type of expense. In addition, identify and quantify the following type of
expenses included in these allocated test year expenses:

Promotional and institutional advertising.
Charitable contributions.

Lobbying and governmental affairs.

Public relations and community relations.
Service awards, party, outing and gift expenses.
Incentive compensation expenses.

"0 Qo0 T

Response:

See attachment labeled Case 2006-00464 AG DR1-63 ATT.
a. $19,530 See attachment labeled Case 2006-00464 AG DR1-63 ATT A SSU.

b. Charitable contributions are booked below the line and are not included in the
forecasted test period.

c. See attachment labeled Case 2006-00464 AG DR1-58 ATT item D for information
relevant to governmental affairs. Other political activity expenses are booked below the
line and are not included in the forecasted test period.

d. $14,023. See attachment labeled Case 2006-00464 AG DR1-63 ATT A SSU.

e. See attachment labeled Case 2006-00464 AG DR1-57 to Company'’s response to AG
DR 1-57.

f. See the attachment labeled Case 2006-00464 AG DR1-62 ATT item ¢ to Company’s
response to AG DR 1-62.
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Atmos Energy Corporation, Kentucky
Case No. 2006-00464
Attorney General Initial Data Request Dated February 20, 2007
DR item 64
Witness: Greg Waller

Data Request:

Please provide worksheets showing the above-the-line forecasted test year
expenses (charged to O&M) allocated from the General Office Division to Kentucky
for ratemaking purposes in this case. Provide these O&M expenses in total and by
detailed functional type of expense. In addition, identify and quantify the following
type of expenses included in these allocated test year expenses:

a. Promotional and institutional advertising.
Charitable contributions.

Lobbying and governmental affairs.

Public relations and community relations.
Service awards, party, outing and gift expenses.
Incentive compensation expenses.

e

Response:
See attached document:

Case 2006-00464 AG DR1-64 ATT

Item a:

$21,036

See attached:

Case 2006-00464 AG DR1-63 ATT A SSU
Item b:

Charitable contributions are booked below the line and are not included in the forecasted
test period.

Item c:
See attached for governmental affairs:
Case 2006-00464 AG DR1-58 ATT item d

Other political activity expenses are booked below the line and are not included in the
forecasted test period.



Item d:

$85,886
Please see attached:

Case 2006-00464 AG DR1-63 ATT A SSU
Item e:
Case 2006-00464 AG DR1-57

Item f:

See attached:

Case 2006-00464 AG DR1-62 ATT item c.



98°016't
05'06€E'EE
§6°22L'815
BO'E2H'E
89°02€'252
(1¥'012'960'2)
(82-258'216'E)
(00°0)
8E'L¥6'022'9
£5°598'02
19'129'1
L8'66L
80°€9L
2551
6€°592'v2
(P1'692'966'2)
EP'SPEOL
£E°29L'G1
(S-S VARAY]
(vaers'sl)
(2v'0e8'6€0'2)
(62602'61)
Ly'829'PIEY
S1'880°91
05'199°'98
£1'989'c28
82'1.22'982
9,28
YL'BLT
25'v9l
88'261'9
62'256'G2
96°08L'2
oL'vy
€1'828
28'51E
65vL2
85'LES'2EL'L
oy'80L'2L6
(pLYEL'E0B)
60°8S8'E LY
LL°662'059
£2'65€'110°2
(22'588'91LL'E)
YL IYE'6L'T
vE'952 161
(L1151
25'296'8
(52°951)
zeyses
(27°63)
00'50L" L
00'S0L'L
(e05LL)
(29°19)
(L9'1¥)
0z'8L
€0'0L6'Y
[Cagd:1N]
(¥9°9.6'v22'E)
05'920'vP L'y
6v°L09'8E
vy'2es
[ kA
02'20L'02
+8'926'0€
LZHIP'SLEL
0v'968'e2
OL'SLLES
92'88Y'El
15°996'8€ 1
8v'erL'e
L0°€9L'€9
£5'18Y

80/0€/9 Butpuz
poyad isay

09'95
26052t
8E°E0LY
2€°1628
0LLLv'12
{LL0EY'8LY)
(L6 120'eEE)
{00°0)
S0'LBL'EES
0eYIT'e
99'eet
£6'59
yrEl
82l
66'666'1
sz'Leg'oLe
80°608
69°262°1
(98°1566)
(oz'0sv'1)
(29°8¥5'055)
(0£°205°'t}
L2yeriee
L1°88¢'L
L1L08'2
18°2Y5'E
PrEY6'L2
6L
e
€091
L5'E09
1£°625'2
90122
oet
1208
810
9,92
81°2v8'26
1£°G69'6L
(96°'680'72)
06'826'cE
98°2LE'ES
19°268'E9L
(90°528'208)
16'E98'L22
9L985'S1
[(E:AV]
2€°0EL
(V22c4})]
69°€81
(y8'%)
€6°8E+
€6°BEL
[Cra48)
(6E°€)
(ov'e)
8bL
01°00%
(ze'sy)
(LZ'164'202)
12'189'LEE
86°'GYL'E
2028
SrLLLE
66'989'L
L1°025'2
$8'8512LL
€216
€6'18E'Y
L1'660'L
1962 L
Ly'eee
18°661'S
¥Z'68

sunp
B800E 180st4

2056
60'10+'2
$9' L0y
Lo'162
S5°0SV' 12
(g2'502'8LE)
(90°109°2€€)
[Glago)]
oy'ZLLIEES
oeyiee
99°€el
£6'99
yHEL

821
66'666°1
v€°100'222-
18168
18°262'L
(51200'1)
(2g9zs't)
(£8'9£9'648)
(£9185'1)
£€152'65€
$9Y2E’L
85'810'€
Lyessie
89°'v22'6}
022

y28L
9011
24187
ZEVYLL
26'981
1672

99°55
€212
9L
02'061'66
16'6€1'58
(85°151'62)
28'9v2'98
£0°356'95
Ob'€08°6L1
@reLsiee)
50°095'6¥2
29'890°21
(6v°€L)
98'66L
66t}
81102
(oe's)
9l-gst
91284
(29°51)
(Le)
(zLg)

291
[ora:
(eL91)
(y0e18'282)
9'E£8'69E
£9°SPY'E
ovEL

8T YIY'E
19°Ly8'L
20°08L'2
60°8€8'221
£9°281°2
91'66LY
9L°€02'}
L0°20v"2L
SLyve
$5°069'S
16727

Rew
8002 1808y

ESTLLL
1806L'E
16°9L8'eY
88'682
29812
(18'p18'221)
(L811g'1e8)
(00°0)
00'9%0'1€S
2LLSE'T
et
0z'0L
{240
9gL
£5621'2
$0°95b*aye-
Y68
8LOVY'L
(pSeLL'L)
(L0°669'1)
(26'v8Y'Ep9)
(08'852°L)
92 ¥8E'PEE
95'0LY'L
B0°LGE'E
[WARE: 374
£2°'808'12
62
0z'te
L2t
S6°0LY
19EL6'L
T kA
9ee
86°29
2092
8802
16°161'26
£6'Lv3'6L
(98'590'v2)
1L°806'€E
EL182'ES
18°L68'€9L
(80°528'20¢8)
16'698'222
92'¥85'G1
(Legs)
2E°0EL
(Lezn)
69°€81
ey
£6'8EL
£6'8E1
(L 4%}
(6£°€)
(ov'e)
1
01°00%
(L1
(£2'164'292)
12°189'28E
86°SYL'E
20°.9
syLil'e
66'989'L
11025'2
SE'85L'Z1HL
€2 16'L
€6'18E'Y
11°860'L
18°E2E L
14622
18'861'S
268

1dy
8002 {Bostd

2LsL
20°099't
22'588°EY
£6'682
Bb L2812
(pE'8ys'2LL)
(10°5L£"1EE)
(000}
0Z'Ly1'1ES
0e'yie'e
99°€E}
£6'59
el
8k
66'666'1
p9°515'012-
Y1208
29°082'L
{0e°0s6)
(e8L¥¥'y)
(L2'979'618)
(ye'e6v'1)
29°128'9E€
L1952'}
1'298'2
ze'gez'ee
£8'206'S2
962
81's2
98¥1
gv'655
L9'VYE'S
2’152
66°€
28'vL
€982
1872
6125096
69°05+'28
(8y'158'02)
£6'101'GE
50°951'SS
85004 1LL
(0z'v62'L1€)
S6'LLL'8ES
12°92e'01
oszt)
60°69L
(geet)
£y'e6t
(£08)
55571
S5°5vL
[(GR4N
(55°€)
(95°€}
==
SL'6LY
©0'94)
(Z1'208's22)
LE'ISL'ESE
52°56C'E
12°0L
18692
0€'292'1
60°0v9°2
SY'86Y'LiL
£6'6£0'2
Y5065y
EVISHL
16729811
LLpES
LUBYY'S
SRR

tden
8002 [Bosid

yE'€22
LIBY6'Y
LL6Y0'Y
20°162
95°LS¥ 12
[l RARAL VAN
(89°919'2€€)
{000}
£ LEL'EES
68612
v5EEL
8£°69
£EEL
pra
12°€86'L
65°€81'022-
£8'vH8
61°.82'L
(56'€66)
Zepis'y)
(08'888'7.25)
(22'896't)
1S2PE2SE
08'EIE'L
98'866'2
£L/169'62
09°60£°92
10E
1562
6051
91895
L6°08E'T
1552
S0y
86°GL
26'82
615
S2°191'68
00°L¥0'2L
(98229'1L)
ov'108'28
121818
86'760°951
(28'55v'882)
BLGL0LLE
188"y L
€L 1)
55°569
iz
YEPLL
(19'%)
2eeet
2eeel
(gsel)
teze)
(e2€)
Wl
S0°18€
(8571}
(ve"082'052)
26'709° 128
12'966'2
£8°€9
$0°'696'2
19°909's
£1°005'2
02'618'901
29'pe8't
2EBLLY
8L°990't
9,¥82°01
»8eLS
SY'8Y6'y
1828

Arenigod
8002 j8asid

9121
06'069'2
66°106'EY
+0'062
29BLE' 12
(66°619°2L1)
(82°108'1£8)
(00°0)
09°6Y€" 1ES
19°602'2
8E'EEL
6459
el
821
185661
29'L92'5v2-
00°EY6
SL9EY'L
{ry'601°1)
(22°089'L)
(6Y°289'L¥8)
(g6°052°1)
$9'282'€6E
S'gop'L
€L IVE'E
0s’ELLYE
£v'868'12
0se
6212
9521
06°2LY
LL7186°L
9e212
LE€
YZEY
21ve
16702
68'B1£'66
2£°082'S8
vz vseeL)
S8'€62'9E
26°820°L8
OV'E0S'6LL
(2rreLs iee)
50°095'6vE
29'890°L1
6¥'gL)
98662
(66°EL)
81102
(0e°s)
91251
917251
(2g'st)
(128)
(2L€)
291
[or:134
[G-7ACTA]
(+0'€18'482)
$9'EES'BIE
£5°GPY'E
OV'EL
82 YIY'E
19L¥8'L
20°094°2
60°'8€8'2EL
£9°2EL'T
9166y
SLE02'E
20°207'2t
SLYve
$5°069'S
1621

Kenuep
8002 {easiy

68'L8
28'29¢'t
£2'96€'LY
6V'ELS
9€'851'02
(se'82¥'291)
(S7'085°218)
00°0)
02'220°105
LWLYS'T
LLESY
5L
oy'st
i
98'00£'2
05'119'602-
22508
8E'62T' L
(22'9v6)
(Lo Lpy't)
(09°582"2v8)
(Beey' L)
P8YCY'SEE
1L°052'L
14°088'2
6€°168'5E
90'c08’LE
£9°E
16°08
s2'8l
627989
FAN: 744
L'80€
06y
816
20'se
St°0E
£L'882'26
S1'619'62
(8E'610'72)
85'068'CE
20°292'ES
0£'829'¢9L
(ess9v'208)
$6'685' 222
0L'E95'GL
(oezt)
YEBEL
(aL21)
y'E8L
(r8'%)
SL'8EL
SL8EL
Wy
(6e°e)
(6€°€)
[
95'66¢
(gz'sL)
(LLBEP'292)
£8¥22'LEE
eLivL'e
£6'99
YZELL'E
LLp8g'L
129162
92200211
09'¥v6'L
L0'9LE'Y
29°L60'L
95'80E'LE
L1€22
64'88L'S
61°6E

lsquaseqg’
8002 {8514

2LsL
LLBEL'L
LS'BLE LY
BE'ELZ
1215102
(0011201}
(8tvst'zLe)
(00°0)
08'618°005
6L°664'2
¥5'2EL
8£°59
eeEl
s
12E86'}
§8°125'022-
2e'9v8
9v'682't
(02°566)
(86°915°1)
(92°106'628)
(8y'1L8'1)
SE'E9B'ZSE
LL9LE'E
71°666'2
80°€Z2'VT
1869118
SV
9802
LE2L
25°E9¥
eve'L
S1'802
Lee
86'19
Y9'EL
§5°02
2541096
$9'911'28
(£8'619'8.)
yb'180'6E
LTEEL'SS
2'8op LLL
(2£°598'91€)
£E'68E'8E2
S9'P0E9L
(88°21)
90°'¥8L
(oe'el)
L1261
(L0°S)
SE'GYE
oo
(es'v1)
(55°¢)
(55°€)
85t
85°8LY
(86°51)
(b0°0€6'722)
12'6L2'E5E
0e'162'e
L1oL
Sb'192°E
169L'L
25'969'2
SOBEE'LLE
L1802
PEPBS'Y
88'671'L
£6°9Y8'LL
08'e€2
2Bser's
S0°LYy

JaquIanoN

8002 {Bo5id

L7911 ¥52E 09'€8 29'e61
007252 82'6EL'S 1972981 96'842'y
Zeeveily  bOOSY'Ey  GE'EIZ'ey  9TVIGEY
15242 90282 68'82 81182
VL8002 BE6SIIE  GLEL0lE 18'06H1Z
(ezose'o9t) (E668L°621) U8PL0'GLL) (SELp0'OLL)
(s0'sov'Lie) (21'E60°82€) pS'8S2'92E) (LG°ELS'82E)
100°0) (000} (000} (000}
9E'PES'BEY 08'988'SES  GOLPL'ESS  68'959°92S
81'822'2 8'¢51'2 £2°091'2 £8°€L1'2
0S'vEL 207064 ool zziet
$£'99 ELY9 ZEY9 2LY9
£5°€L 20t LUEL 0ZEL
B2t ye'L fer 8 9zl
252102 05'5P6'L 12'156'L PYE96L
ZUI8Y'ove- 22'6B0'0LZ- ZE'SL0°GLEZ-  p9pS9'BED-
£L°5¥6 01'908 £2'628 0L'G16
260y’ L 818221 £€°252'1 £1°86E'L
(99zLt'l)  (8e8¥6) (68°0L6) (ee°2L0'1)
(8U560'1) (B8 PPY'L)  (BL6LY'L)  (SETLPO'L)
(Lpross'erd) (06°2€5'8¥8) (¥6'255'198) (€8°G1L1'ER9)
(L0'e52't)  (08'96v'L)  (Eezes't)  (1e'ooL't)
OV'v2Y'yBE  OE'6BL'9EE  ZL'BSL'PPE  62'006°18E
[VRVAMY 95'ESZ 2EEBTL Loyt
£ 1SE'E 19°958'2 Lr'y26'2 20°5v2'E
SUELE'0E  25°9Z0°EZ  SB'1ZEEZ £0°012'vE
6B8°16E'22  LOEO¥'0Z  YE'BOL'LE  LEESYIE
gLe €€ 1wz sve
£€9'08 £8'61 2502 5802
LUSE Lot Lz Leret
£5°165 29°0v¥ ¥8'55Y L2E9Y
26'8Lv'E 6v°'9v8'L L2°016'L ov'L¥6'L
£9'598 98261 0L'$02 £0'802
e yLe [ og'e
OL'BL 26'85 9609 S6°19
108 e s2'ee £9'62
€292 yS6L 1202 $5°02
2L'026'66  62°589'28  0S'0.S'96  L8LLO'E6
£0'EEE'28  B0'GOZ'SL  BTLEEER  BHISE'0R
(012r5'92)  (62'146'60) (80719024}  (Z100L'PL)
PRIGO'SE  6L°2v0'28  LGB8Z'SE  2E'BOTYE
PE'LL0'SS  BLBYE'DS  BLOSY'SS  LETLSL'ES
25'89v°'LLL  LY'918'08L  ETEEY'ELL  8ZTV6E8'SL
(LE'59R'0LE) (82'104'822) {90°96%'028) yb pO5'00€E)
£C68E'8E2  B0°LLY'60E  280EL'LPC  95°6E9'0ET
SOPOE'OL  ZB'OVEVL  LPISY'OL 09PLLSL
(8g°21) geLy) (eoel) (sv'al)
90'v9L £0°2L9 18°2LL 226EL
(seen) [C7AIRY] {zsel) (eegt)
L1726t €069} LE'v61 £6'58L
(£0°8) (o¥'t) e1's) 06'%)
SESYL sgL2t 207Lvt £9°0¥1
SE'GYL S8 221 20'LYt €901
26y} Len 60°G1) [Sa a4y
(58°€) (21€) (65°€) (evE}
(85'€) (gre) (65°8) (e}
S5t e 25°1 o5t
8581y paN: 1 8E'EEY LE'0
(g8's1) (so'yL) (9¢'81) (g¥°51)
(yO0E6'PLE) (S2918'142) (ET'080'BL2) (8£'266'592)
LTB6LT'ESE  BE'6ZLOLE  B1'LZE'LSE  9GVEL LYE
oe'L62'e 68'768'C LO'BEE'E 0E'P8L'E
LL0L 1919 26'0L £8'/9
Sy'192'€ $9'898'2 28'86C'E eyEsLe
g 2-TAr PEZES L eLs8L't yGL0L' L
25°9€9'2 16'81E°2 ££'999'2 18°085'2
SOBEE'LLL  9F°90T'E0L  SLPBY'BLL  LO'GESELL
11°2€0'2 1916 25'030'2 S6'0L6't
YEYBG't 61720y 18'9E9'Y 1e°gEr'y
88'BYL'L SE'LIOL SO°E9L'L [ x4R N
£6'9¥8'LL  90°02¥'0L  B89'Z8E'LL  0B'IOVLL
08°EET $9°G0Z 8y'gee 02'922
28°'5EY'S L1el'y oL'88¥'s L1'652'S
SO'LY Lige 251y 2L 68
1840190 Jequeidsg 1snbny Aing
800Z1B0SLY  L00Z [0Sl ZOOZ 1B2sid 002 [edsld

0¥0b0-01 L6 SMOUS 8pei]glay Ajunwwoy) - uoisiuadng-ssjes
OPOP0-00 L6 SMOUS apel L geH AUMUWDD - IN-S0IAISS JSWMSND
aguBRINSU]

021.20-0626 A19JES %2 [BJUSLUILONAUZ] - BWEP B SAUNIUDRY
021£0-0028 A19JeS ¥ [RjUsWUoNIAUS] - JeIsdO-uonnquisiq
S1120-0526 9A1953Y 8oUBIMNSY] - BWED B Saunful-D8Y
2.0v0-0v25 peziende) asueinsy - einsu Auadold-ogy
0.0v0-0¥26 @ouBInsy| - BInsy Apadoid-DRy

69070-0v26 aourinsy; Auadoly swe|snig - einsur Apadoid-ogy
safe}sod 3 juug

1L 150-0926 sadnes Alaneq/ebelsod - oisuad aafoidwg-DRy
1 1150-0806 saoiaeg Aiaafaq/abeisod - D-51unoooe Jswoisnyy
11150-0288 saaneg Alanjeq/abeisod - Juigpy-uonnquisi
11150-0088 saaines Asaag/abeisod - 1BYIO-uonguisi
11150-00.8 s80In8S Alanjaq/ebeisod - eisdQ-uonnquisia
dinb3 @ sepoeA

L0EH0-0v28 paziende) wawdinby AAesH - S90IAIBG PUB SUBIY
L0E70-0168 paziende) walwdinbg Anesy - sj