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Case No. 2013-00148
Atmos Energy Corporation, Kentucky Division

AG DR Set No.1
Question No. 1-180

Page 1 of 1

REQUEST:

Please provide copies of all presentations made to rating agencies and/or investment
firms by Atmos Energy Corporation, as traded under the ticker ATO and/or Atmos
Energy Corporation, Kentucky/Mid-States Division, the Applicant in the instant case,
("Applicant") between January 1, 2012 and the present.

RESPONSE:

Please see Attachment 1 through Attachment 8. The presentations in Attachment 1
through Attachment 8 are Confidential.

ATTACHMENTS:

ATTACHMENT 1 - Atmos Energy Corporation, OAG_1-180_Att1 - 2013 Rating Agency
Presentation (CONFIDENTIAL).pdf, 43 Pages.

ATTACHMENT 2 - Atmos Energy Corporation, OAG_1-180_Att2 - 03-01-12 Rating
Agency Presentation (CONFIDENTIAL).pdf, 43 Pages.

ATIACHMENT 3 - Atmos Energy Corporation, OAG_1-180_Att3 - Master February
2012 (CONFIDENTIAL).pdf, 66 Pages.

ATTACHMENT 4 - Atmos Energy Corporation, OAG_1-180~tt4 - Master for Oct AGA
Event (CONFIDENTIAL).pdf, 69 Pages.

ATTACHMENT 5 - Atmos Energy Corporation, OAG_1-180_Att5 - NY Analyst
Conference 11.15.12 (CONFIDENTIAL).pdf, 82 Pages.

ATTACHMENT 6 - Atmos Energy Corporation, OAG_1-180_Att6 - Analyst Update at
August 6 2013 (CONFIDENTIAL).pdf, 50 Pages.

ATTACHMENT 7 - Atmos Energy Corporation, OAG_1-180_Att7 - Analyst Update for
Goldman COMBINATION (CONFIDENTIAL).pdf, 50 Pages.

ATTACHMENT 8 - Atmos Energy Corporation, OAG_1-180_Att8 - 03 2013 FINAL
(CONFIDENTIAL).pdf, 34 Pages.

Respondent: Greg Waller
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Case No. 2013~00148
Atmos Energy Corporation, Kentucky Division

AG DR Set No.1
Question No. 1~181

Page 1 of 1

REQUEST:

Please provide copies of all prospectuses for any security issuances by Atmos Energy
Corporation and Applicant since January 1, 2010.

RESPONSE:

Please see Attachment 1 and Attachment 2.

ATTACHMENTS:

ATTACHMENT 1 - Atmos Energy Corporation, OAG_1-181_Att1 - Atmos Final
Prospectus 01-08-12.pdf, 55 Pages.

ATTACHMENT 2 - Atmos Energy Corporation, OAG_1-181_Att2 - Atmos Final Pro
Supp.pdf, 56 Pages

Respondent: Greg Waller
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Prospectus Supplement
January 8, 2013
(To Prospectus dated March 31, 2010)

$500,000,000

energy
Atmos Energy Corporation
4.15% Senior Notes due 2043

The notes will bear interest at the rate of 4.15% per year and will mature on January 15,2043. We will pay interest
on the notes semi-annually in arrears on January 15 and July 15 of each year they are outstanding, beginning July 15,
2013. We may redeem the notes prior to maturity at our option, at any time in whole or from time to time in part, at the
redemption prices described in this prospectus supplement. See "Description of the Notes - Optional Redemption."

The notes are unsecured and rank equally with all of our other existing and future unsubordinated debt. The notes
will be issued only in registered form in minimum denominations of $2,000 and any integral multiple of $1,000 in excess
thereof. The notes are a new issue of securities with no established trading market. The notes win not be listed on any
securities exchange or on any automated dealer quotation system.

Investing in the notes involves risks. See "Risk Factors" on page S-7 of this prospectus
supplement.

Per Note Toml

Public offering price(l) .
Underwriting discount .
Proceeds, before expenses, to Atmos Energy .

99.812% $499,060,000
0.875% $ 4,375,000

98.937% $494,685,000

(l) Plus accrued interest from January 11,2013, if settlement occurs after that date.

Neither the Securities and Exchange Commission nor any state secmities commission has approved or disapproved
of these securities or determined if this prospectus supplement or the accompanying prospectus is truthful or complete.
Any representation to the contrary is a criminal offense.

The underwriters expect to deliver the notes to investors in book-entry form only through the facilities of The
Depository Trust Company for the accounts of its participants, including Clearstream Banking, societe anonyme,
Luxembourg and/or Euroclear Bank S.A./N.V., on or about January 11,2013.

Joint Book-Running Managers

J.P. Morgan
Credit Agricole CIB

Mitsubishi UFJ Securities

Senior Co-Managers

US Bancorp
RBS

BNPParibas

BB&T Capital Markets

Merrill Lynch

BOSC, Inc.

UBS Investment Bank

Co-Managers

Goldman, Sachs & Co.

Wells Fargo Securities

Morgan Stanley
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IMPORTANT NOTICE ABOUT INFORMATION IN THIS
PROSPECTUS SUPPLEMENT AND THE ACCOMPANYING PROSPECTUS

This document consists of two parts. The first pmt is this prospectus supplement, which describes the
specific terms of this offering of the notes and also adds to and updates infonnation contained in the
accompanying prospectus and the documents incorporated by reference in this prospectus supplement and the
accompanying prospectus. The second part is the accompanying prospectus, dated March 31, 2010, which gives
more general information, some of which does not apply to this offering. To the extent there is a conflict between
the infonnation contained in this prospectus supplement, the infonnation contained in the accompanying
prospectus or the information contained in any document incorporated by reference herein or therein, the
infonnation contained in the most recent document shall control. This prospectus supplement and the
accompanying prospectus are a part of a registration statement that we filed with the Securities and Exchange
Commission (the "SEC") using the SEC's shelf registration mles.

You should rely only on the infOlmation contained in or incorporated by reference in this prospectus
supplement, the accompanying prospectus and any free writing prospectus. We have not, and the underwriters
have not, authorized any other person to provide you with information that is different. If anyone provides you
with different or inconsistent infom1ation, you should not rely on it. See "Incorporation of Certain Documents by
Reference" and "Where You Can Find More Infonnation" in the accompanying prospectus.

Neither Atmos Energy Corporation nor the underwriters are making an offer of these notes in any
jurisdiction where the offer is not pennitted.

The infomlation contained in or incorporated by reference in this document is accurate only as of the date of
this prospectus supplement or the date of such incorporated documents, regardless of the time of delivery of this
prospectus supplement or of any sale of notes. Our business, financial condition, results of operations and
prospects may have changed since those respective dates.

The tenns "we," "our," "us," and "Atmos Energy" refer to Atmos Energy Corporation and its subsidiaries
unless the context suggests otherwise. The telm the "Company" refers to Atmos Energy Corporation and not its
subsidiaries. The tem1 "you" refers to a prospective investor. The abbreviations "Mcf' and "MMBtu" mean
thousand cubic feet and million British thennal units, respectively.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Statements contained or incorporated by reference in this prospectus supplement and the accompanying
prospectus that are not statements of historical fact are "forward-looking statements" within the meaning of
Section 27A of the Securities Act of 1933, as amended. Forward-looking statements are based on management's
beliefs as well as assumptions made by, and infonnation currently available to, management. Because such
statements are based on expectations as to future results and are not statements of fact, actual results may differ
materially from those stated. Important factors that could cause future results to differ include, but are not limited
to:

• our ability to continue to access the credit markets to satisfy our liquidity requirements;

the impact of adverse economic conditions on our customers;

increased costs of providing pension and post-retirement health care benefits and increased funding
requirements along with increased costs of health care benefits;

market risks beyond our control affecting our risk management activities including market liquidity,
commodity plice volatility, increasing interest rates and counterparty creditworthiness;

• regulatory trends and decisions, including the impact of rate proceedings before various state
regulatory commissions;
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possible increased federal, state and local regulation of the safety of our operations;

increased federal regulatory oversight and potential penalties;

the impact of environmental regulations on our business;

the impact of possible future additional regulatory and financial risks associated with global warming
and climate change on our business;

the concentration of our distribution, pipeline and storage operations in Texas;

adverse weather conditions;

the effects of inflation and changes in the availability and price of natural gas;

the capital-intensive nature of our gas disttibution business;

increased competition from energy suppliers and alternative forms of energy;

the threat of cyber-attacks or acts of cyber-terrorism that could disrupt our business operations and
information technology systems;

the inherent hazards and risks involved in operating our gas distribution business or with natural
disasters, terrorist activities or other events; and

other risks and uncertainties discussed in this prospectus supplement, any accompanying prospectus
and our other filings with the SEC.

All of these factors are difficult to predict and many are beyond our control. Accordingly, while we beheve
these forward-looking statements to be reasonable, there can be no assurance that they will approximate actual
experience or that the expectations derived from them will be realized. When used in our documents or oral
presentations, the words "anticipate," "believe," "estimate," "expect," "forecast," "goal," "intend," "objective,"
"plan," "projection," "seek," "strategy" or similar words are intended to identify forward-Iooldng statements. We
undertake no obligation to update or revise any of our forward-Iooldng statements, whether as a result of new
information, future events or otherwise.

For additional factors you should consider, please see "Risk Factors" on page S-7 of this prospectus
supplement, "Item lAo Risk Factors" and "Item 7. Management's Discussion and Analysis of Financial
Condition and Results of Operations" in our Annual Report on Form 10-K for the fiscal year ended
September 30, 2012. See also "Incorporation of Certain Documents by Reference" in the accompanying
prospectus.

S-iii
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PROSPECTUS SUPPLEMENT SUMMARY

You should read the following summary in conjunction with the more detailed infonnation contained
elsewhere in this prospectus supplement, the accompanying prospectus and the documents incorporated by
reference in this prospectus supplement and the accompanying prospectus.

Atmos Energy Corporation

We are engaged primarily in the regulated natural gas distribution and transmission and storage businesses,
as well as other nonregulated natural gas businesses. We are one of the country's largest natural gas-only
distributors based on number of customers. We currently distribute natural gas through sales and transportation
arrangements to over three million residential, commercial, public authority and industrial customers in nine
states. We also operate one of the largest intrastate pipelines in Texas based upon miles of pipe.

Through our regulated transmission and storage business, we provide natural gas transportation and storage
services to our Mid-Tex Division, our largest natural gas distribution division located in Texas, and to third
parties. Additionally, we provide ancillary services customary to the pipeline industry, including parking
~mangements, lending and sales of inventory on hand.

Through our nonregulated businesses, we primarily provide natural gas management and marketing services
to municipalities, other local gas distribution companies and industrial customers primarily in the Midwest and
Southeast. We also provide storage services to some of our natural gas distribution divisions and to third parties.

We operate through the following three segments:

the natural gas distribution segment, which includes our regulated natural gas distribution and related
sales operations;

the regulated transmission and storage segment, which includes the regulated pipeline and storage
operations of our Atrnos Pipeline - Texas Division; and

the nonregulated segment, which includes our nonregulated natural gas management, nonregulated
natural gas transmission, storage and other services.

Recent Developments

Appointment of Chief Financial Officer. On October 1,2012, Bret J. Eckert succeeded Fred E.
Meisenheimer, who retired also effective October I, 2012, as Senior Vice President and Chief Financial Officer
of the Company.

Declaration ofDividend. On November 6, 2012, our Board of Directors declared a quarterly dividend on
our common stock of $0.35 per share. The dividend was paid on December 10, 2012 to shareholders of record on
November 26,2012.

Tel7llination ofAEM Credit Facility. On December 5,2012, Atmos Energy Marketing, LLC, our indirect
wholly-owned subsidiary, terminated its $200 million committed and secured credit facility, which was due to
expire on December 3, 2014.

Amendment ofCredit Facility. On December 7, 2012, we amended our existing $750 million revolving
credit agreement, primarily to: (i) increase the lenders' commitment from $750 million to $950 million, while
retaining the accordion feature that would allow an increase in commitments up to $1.2 billion, and Oi) allow us
to obtain same-day funding on base rate loans.
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Recent Ratemaking Activity. As of September 30,2012, eight regulatory proceedings requesting
$76.7 million in annual operating income increases were in progress. Dming the first quarter of fiscal 2013,
seven of these proceedings were finalized, resulting in a $63.7 million increase in annual operating income.

Our address is 1800 Three Lincoln Centre, 5430 LBJ Freeway, Dallas, Texas 75240, and our
telephone number is (972) 934-9227. Our internet website address is www.atmosenergy.com. Information on or
connected to our internet website is not part of this prospectus supplement or the accompanying prospectus.
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Summary Financial Data

The following table presents summary consolidated and segment financial data of Atmos Energy
Corporation for the periods and as of the dates indicated. We derived the summary financial data for the fiscal
years ended September 30, 2012, 2011, 2010, 2009 and 2008 from our audited consolidated financial statements.

The information is only a summary and does not provide all of the information contained in our financial
statements. Therefore, you should read the information presented below in conjunction with "Item 7.
Management's Discussion and Analysis of Financial Condition and Results of Operations" and our consolidated
financial statements and related notes included in our Annual Report on Form 10-K for the fiscal year ended
September 30,2012, which is incorporated by reference in this prospectus supplement and the accompanying
prospectus.

Year Ended September 30,

2012(1) 2011(1) 2010 2009(1) 2008

(In thonsands, except per share dam)

Consolidated Financial Data
Operating revenues .................... $3,438,483 $4,286,435 $4,661,060 $4,793,248 $7,039,342
Gross profit .......................... 1,323,739 1,300,820 1,314,136 1,297,682 1,275,077
Operating expenses(l) .................. 877,499 874,834 850,303 872,938 869,028
Operating income ..................... 446,240 425,986 463,833 424,744 406,049
Income from continuing operations ....... 192,196 189,588 189,851 175,026 166,696
Net income .......................... 216,717 207,601 205,839 190,978 180,331
Diluted net income per share from

continuing operations ................ $ 2.10 $ 2.07 $ 2.03 $ 1.90 $ 1.84
Diluted net income per share ............. $ 2.37 $ 2.27 $ 2.20 $ 2.07 $ 1.99
Cash dividends declared per share ........ $ 1.38 $ 1.36 $ 1.34 $ 1.32 $ 1.30
Cash flows from operating activities ....... $ 586,917 $ 582,844 $ 726,476 $ 919,233 $ 370,933
Capital expenditures ................... $ 732,858 $ 622,965 $ 542,636 $ 509,494 $ 472,273

As of September 30,

2012 2011 2010 2009 2008

(In thousands)

Consolidated Balance Sheet Data
Total assets ............ ~ .. ~ ..... ~ .... $7,495,675 $7,282,871 $6,763,791 $6,367,083 $6,386,699
Debt
Long-term debt(2) ..................... $1,956,305 $2,206,117 $1,809,551 $2,169,400 $2,119,792
Short-term debt(2) ..................... 571,060 208,830 486,231 72,681 351,327

Total debt ............................ $2,527,365 $2,414,947 $2,295,782 $2,242,081 $2,471,1 19
Shareholders' equity ~ .... ~ . .. .... ...... $2,359,243 $2,255,421 $2,178,348 $2,176,761 $2,052,492

See footnotes on following page.
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Segment Operating Income (Loss)
Natural gas distribution .
Regulated transmission and storage .
Nonregulated(3) .
Eliminations .

Consolidated .

Other Financial Data
Ratio of earnings to fixed charges(4) .

Year Ended September 30,

2012(1) 2011(1) 2010 2009(1) 2008

(In thousands, except ratios)

$304,461 $322,088 $296,851 $266,356 $239,319
128,824 108,275 97,038 93,163 89,745

12,950 (4,383) 69,944 64,881 76,641
5 6 344 344

$446,240 $425,986 $463,833 $424,744 $406,049

2.84 2.78 2.78 2.55 2.76

(1) Financial results for fiscal 2012, 2011 and 2009 include a $5.3 million, $30.3 million and $5.4 million
pre-tax loss, respectively, for the impairment of certain assets.

(2) Long-term debt excludes current maturities. Short-term debt is comprised of current maturities of long-term
debt and shorHerm debt.

(3) As a result of the appointment of a new Chief Executive Officer effective October 1, 2010, during the fIrst
quarter of fiscal 2011, we revised the infOlmation used by the chief operating decision maker to manage
Atmos Energy. As a result of this change, effective December 1,2010, we combined our former natural gas
marketing and pipeline, storage and other segments into one nonregulated segment. Financial information
for all prior periods has been restated to conform to the new segment presentation.

(4) For purposes of computing the ratio of earnings to fixed charges, eamings consist of the sum of our pretax
income from continuing operations and fixed charges exclusive of capitalized interest. Fixed charges consist
of interest expense, amortization of debt discount, premium and expense, capitalized interest and a portion
of lease payments considered to represent an interest factor.
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The Offering

Issuer . . . . . . . . . . . . . . . . . . . . . . . . . . .. Atmos Energy Corporation

Notes Offered $500,000,000 aggregate principal amount of 4.15% senior notes due
2043.

Maturity. . . . . . . . . . . . . . . . . . . . . . . . .. The notes will mature on Jimuary 15,2043.

Interest. . . . . . . . . . . . . . . . . . . . . . . . . .. The notes will bear interest at the rate of 4.15% per year.

Interest on the notes will be payable semi-mmually in mTears on
January 15 and July 15 of, each year they m'e outstanding, beginning
on July 15, 2013.

Ranking .. . . . . . . . . . . . . . . . . . . . . . . .. The notes will be our unsecured senior obligations. The notes will
rank equally in right of payment with all our existing and future
unsubordinated indebtedness and will rank senior in right of payment
to any future indebtedness that is subordinated to the notes. The notes
will be effectively subordinated to all our existing and future secured
indebtedness to the extent of the assets securing such indebtedness
and to the indebtedness and liabilities of our subsidiaries.

Optional Redemption We may redeem the notes prior to maturity at our option, at any time
in whole or from time to time in part. Prior to July IS, 2042, the
redemption price will be equal to the greater of the principal amount
of the notes to be redeemed and the "make-whole" redemption price,
plus, in each case, accrued and unpaid interest, if any, to the
redemption date. At any time on or after July 15,2042, the
redemption price will be equal to 100% of the principal amount of the
notes to be redeemed plus accrued and unpaid interest, if any, to the
redemption date. See "Description of the Notes~ Optional
Redemption" on page S-15.

Covenants of the Indenture. . . . . . . . . .. We will issue the notes under an indenture which will, among other
things, restrict our ability to create liens and to enter into sale and
leaseback transactions. See "Description of Debt Securities ­
Covenants" begiJming on page 8 of the accompanying prospectus.

Use of Proceeds We estimate that our net proceeds from this offering, after deducting
the underwriting discount and estimated offering expenses payable by
us, will be approximately $494 million. We intend to use the net
proceeds from this offering primarily to repay our $260 million short­
term financing facility that expires February 1, 2013. The excess net
proceeds will be used for general corporate purposes, including the
repayment of working capital borrowings pursuant to our commercial
paper program. See "Use of Proceeds" on page S-7.

Conflicts ofInterest . . . . . . . . . . . . . . . .. As described in "Use of Proceeds," the net proceeds from this
offering will be used primarily to repay our $260 million short-tenn
fimmcing facility. Because certain affiliates of the underwriters are
lenders under such facility and because more than 5% of the proceeds
from this offering, not including underwriting compensation, may be



CASE NO. 2013-00148
ATTACHMENT 1

TO OAG DR NO. 1-181

received by such parties in connection with the repayment of such
facility, this offering is being conducted in compliance with Financial
Regulatory Authority, Inc. ("FINRA") Rule 5121. Pursuant to that
rule, the appointment of a qualified independent underwriter is not
necessary in connection with this offering.

Risk Factors. . . . . . . . . . . . . . . . . . . . . .. Investing in the notes involves risks. See "Risk Factors" on page S-7
of this prospectus supplement and other information included and
incorporated by reference in this prospectus supplement and the
accomp,mying prospectus for a discussion of the factors you should
consider carefully before deciding to invest in the notes.
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RISK FACTORS

Investing in the notes involves risks. Our business is influenced by many factors that are difficult to predict
and beyond our control and that involve uncertainties that may materially affect our results of operations,
financial condition or cash flows, or the value of the notes. These risks and uncertainties include those described
in the risk factors and other sections of the documents that are incorporated by reference in this prospectus
supplement and the accompanying prospectus, including "Item lAo Risk Factors" in our Annual Report on
Form lO~K for the fiscal year ended September 30, 2012. You should carefully consider these risks and
uncertainties and all of the information contained or incOlporated by reference in this prospectus supplement and
the accompanying prospectus before you invest in the notes.

USE OF PROCEEDS

We estimate that we will receive net proceeds from this offering of approximately $494 million, after
deducting the underwriting discount and estimated offering expenses payable by us. We intend to use the net
proceeds from this offering primarily to repay our $260 minion short-teml financing facility that expires
Febmary 1,2013. We entered into this facility in September 2012 in order to repay the commercial paper
borrowings that were used to fund the redemption of our 5.125% senior unsecured notes due 2013 in August
2012. The facility bears interest at a one-month LIBOR based rate plus a current margin of 0.875% which is
based on the Company's credit rating. The excess net proceeds from this offering will be used for general
corporate purposes, including the repayment of working capital borrowings pursuant to our commercial paper
program.
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CAPITALIZATION

The following table presents our cash and cash equivalents, short-term debt and capitalization as of
September 30, 2012, on an actual basis and as adjusted to reflect the issuance of notes in this offering and the use
of proceeds therefrom as described under "Use of Proceeds" and the settlement of certain Treasury lock
agreements that we entered into in August 2011 in order to fix the Treasury yield component of the interest cost
associated with a notional principal amount of $350 million in anticipated notes and for which we expect to pay
approximately $67 million upon settlement. You should read this table in conjunction with the section entitled
"Use of Proceeds" and our consolidated financial statements and related notes included in our Annual Report on
Form lO~K for the fiscal year ended September 30,2012, whieh is ineorporated by referenee in this prospeetus
supplement and the accompanying prospectus.

As of September 30, 2012

451
1,745,467

660,932
(35,914)

2,370,936

$4,826,301

$ 131 $ 131
570,929 143,870

$ 571,060 $ 144,001

$1,956,305 $2,455,365

451
1,745,467

660,932
(47,607)

2,359,243

$4,315,548

Long~teml debt, less eurrent portion .

Shareholders' equity
Common stock, no par value (stated at $.005

per share); 200,000,000 shares authorized;
90,239,900 shares issued and outstanding,
actual and as adjusted .

Additional paid-in capital .
Retained earnings .
Accumulated other comprehensive loss .

Shareholders' equity .

Total capitalization(l) .

Actual As Adjusted

(In thousands, except share data)

Cash and eash equivalents $ 64,239 $ 64,239

Short-teml debt
Current maturities of long~telmdebt .
Other short~term debt .

Total short~term debt .

(1) Total capitalization excludes the current portion of long-tem1 debt and other short-term debt.
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BUSINESS

Overview

Atmos Energy, headquartered in Dallas, Texas, is engaged primarily in the regulated natural gas distribution
and transmission and storage businesses, as well as other nonregulated natural gas businesses. We are one of the
country's largest natural gas-only distributors based on number of customers and one of the largest intrastate
pipeline operators in Texas based upon miles of pipe. For the fiscal year ended September 30, 2012, our
regulated distribution and transmission and storage operations comprised 97.6% of our consolidated net income.

We currently distribute natural gas through regulated sales and transportation arrangements to over three
million residential, commercial, public authority and industrial customers through our six regulated natural gas
distribution divisions, which cover service areas in nine states. Our primary service areas are located in Colorado,
Kansas, Kentucky, Louisiana, Mississippi, Tennessee and Texas. We have more limited service areas in Georgia
and Virginia. In addition, we transport natural gas for others through our distribution system. In August 2012, we
completed the sale of our natural gas distribution operations in Missouri, Illinois and Iowa, representing
approximately 84,000 customers, and announced that we had entered into a definitive agreement to sell our
natural gas distribution operations in Georgia, representing approximately 64,000 customers. After the closing of
the Georgia transaction, we will operate in eight states.

Through our regulated transmission and storage business, we provide natural gas transportation and storage
services to our Mid-Tex Division, our largest natural gas distribution division located in Texas, and to third
parties. Additionally, we provide ancillary services customary to the pipeline industry, including parking
arrangements, lending and sales of inventory on hand.

Through our nonregulated businesses, we primarily provide natural gas management and marketing services
to municipalities, other local gas distribution companies and industrial customers primarily in the Midwest and
Southeast. We also provide storage services to some of our natural gas distribution divisions and to third parties.

Operating Segments

We operate through the following three segments:

the natu.ral gas distribution segment, which includes our regulated natural gas distribution and related
sales operations;

the regulated transmission and storage segment, which includes the regulated pipeline and storage
operations of our Atmos Pipeline~ Texas Division; and

the nonregulated segment, which includes our nonregulated natural gas management, nonregulated
natural gas transmission, storage and other services.

Natural Gas Distribution Segment

Our natural gas distribution segment represents approximately 65 percent of our consolidated net income.
This segment is comprised of the following six regulated divisions, presented in order of total rate base:

Atmos Energy Mid-Tex Division;

Atmos Energy Kentucky/Mid-States Division;

Atmos Energy Louisiana Division;

Atmos Energy West Texas Division;

Atmos Energy Mississippi Division; and

Atmos Energy Colorado-Kansas Division.
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The following is a brief description of our nahlral gas distribution divisions. We operate in our service areas
under terms of non-exclusive franchise agreements granted by the various cities and towns that we serve. At
September 30, 2012, we held 1,006 franchises having terms generally ranging from five to 35 years. A significant
number of our franchises expire each year, which require renewal prior to the end of their terms. We believe that
we will be able to renew our franchises as they expire. For more infonnation, see "Item 1. Business" in our
Annual Report on Fonn 10-K for the fiscal year ended September 30, 2012.

Atmos Energy Mid-Tex Division. Our Mid-Tex Division serves approximately 550 incorporated and
unincorporated communities in the north-central, eastern and western parts of Texas, including the DallaslFort
Worth Metroplex. The governing body of each municipality we serve has original jurisdiction over all gas
distribution rates, operations and services within its city limits, except with respect to sales of natural gas for
vehicle fuel and agricultural use. The Railroad Commission of Texas (RRC) has exclusive appellate jurisdiction
over all rate and regulatory orders and ordinances of the municipalities and exclusive original jurisdiction over
rates and services to customers not located within the limits of a municipality.

Prior to fiscal 2008, this division operated under one system-wide rate structure. In fiscal 2008, we reached
a settlement with cities representing approximately 80 percent of this division's customers that allowed us to
update rates for customers in these cities using an annual rate review mechanism (RRM) from fiscal 2008
through fiscal 2011, when the RRM was active. We filed a fonnal rate case for the Mid-Tex Division in
fiscal 2012, in which the RRC issued a final order on December 4, 2012. We currently expect to negotiate a new
rate review mechanism process with these cities. In June 2011, we reached an agreement with the City of Dallas
to enter into the Dallas Annual Rate Review (DARR). This rate review provides for an annual rate review
without the necessity of filing a general rate case. The first rates were implemented under the DARR in June
2012.

Atmos Energy KentuclcylMid-States Division. Our KentuckylMid-States Division currently operates in more
than 230 communities across Georgia, Kentucky, Telmessee and Virginia. The service areas in these states are
primarily rural; however, this division serves Franklin, Tennessee and other suburban areas of Nashville. We update
our rates in this division through periodic fornlal rate ftlings made with each state's public service commission.

On August 1,2012, we completed the divestiture of our natural gas distribution operations in Missouri,
Illinois and Iowa, representing approximately 84,000 customers in 189 communities, with some of the Missouri
communities located in our Atmos Energy Colorado-Kansas Division. In addition, on August 8, 2012, we
announced that we had entered into a definitive agreement to sell our natural gas distribution operations in
Georgia, representing approximately 64,000 customers in 19 communities.

Atmos Energy Louisiana Division. In Louisiana, we serve nearly 300 communities, including the suburban
areas of New Orleans, the metropolitan area of Monroe in northern Louisiana and parts of western Louisiana.
Direct sales of natural gas to industrial customers in Louisiana, who use ga~ for fuel or in manufacturing
processes, and sales of natural gas for vehicle fuel are exempt from regulation and are recognized in our
nonregulated segment. Our rates in this division are updated armually through a rate stabilization clause filing
without filing a formal rate case.

Atl/Ws Energy West Texas Division. Our West Texas Division serves approximately 80 communities in
West Texas, including the Amarillo, Lubbock and Midland areas. Like our Mid-Tex Division, each municipality
we serve has original jurisdiction over all gas distribution rates, operations and services within its city limits,
with the RRC having exclusive appellate jurisdiction over the municipalities and exclusive original jurisdiction
over rates and services provided to customers not located within the limits of a municipality. Prior to fiscal 2008,
rates were updated in this division through fonnal rate proceedings. In fiscal 2008 and 2009, we reached an
agreement with the West Texas service areas and the Amarillo and Lubbock service areas that allowed us to
update rates for customers in these cities using an annual rate review mechanism (RRM) through fisca12011,
when the RRM was active. We filed a fornial rate case for the West Texas Division in fiscal 2012, which was
approved on October 2, 2012. We expect to negotiate a new rate review mechanism process in fisca12013.
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Atmos Energy Mississippi Division. In Mississippi, we serve about 110 communities throughout the
nOlthem half of the state, including the Jackson metropolitan area. Our rates in the Mississippi Division are
updated annually through a stable rate filing with no formal rate case being required.

Atmos Energy Colorado-Kansas Division. Our Colorado-Kansas Division serves approximately
170 communities throughout Colorado and Kansas, including the cities of Olathe, Kansas, a suburb of
Kansas City and Greeley, Colorado, located near Denver. We update our rates in this division through periodic
formal rate filings with each state's public service commission and, in Kansas, through periodic infrastmcture
replacement filings made with that state's public service commission.

Regulated Transmission and Storage Segment Overview

Our regulated transmission and storage segment represents approximately 30 percent of our consolidated net
income and consists of the regulated pipeline and storage operations of our Atmos Pipeline-Texas Division. This
division transports natural gas to our Mid-Tex Division, transpOlts natural gas for third parties and manages five
underground storage reservoirs in Texas. We also provide ancillary services customary in the pipeline industry
including parking and lending arrangements and sales of inventory on hand. Parking arrangements provide short­
term interruptible storage of gas on our pipeline. Lending services provide short-term interruptible loans of
natural gas from our pipeline to meet market demands. Gross profit earned from our Mid-Tex Division and
through certain other transportation and storage services is subject to traditional ratemaking governed by the
RRC. Rates are updated through periodic formal rate proceedings and filings made tmder Texas' Gas Reliability
Infrastructure Program (GRIP). GRIP allows us to include in our rate base annually approved capital costs
incurred in the prior calendar year, provided that we file a complete rate case at least once every five years.
Atmos Pipeline-Texas' existing regulatory mechanisms allow certain transportation and storage services to be
provided under market-based rates with minimal regulation.

These operations include one of the largest intrastate pipeline operations in Texas with a heavy
concentration in the established natural gas-producing areas of central, northern and eastern Texas, extending
into or near the major producing areas of the Texas Gulf Coast and the Delaware and Val Verde Basins of
West Texas. Nine basins located in Texas are believed to contain a substantial portion of the nation's remaining
onshore natural gas reserves with our pipeline system providing access to all of these basins.

Nonregulated Segment Overview

Our nonregulated activities are conducted through Atmos Energy Holdings, Inc. (AEH), which is a wholly­
owned subsidiary of Atmos Energy and operates primarily in the Midwest and Southeast areas of the
United States. Currently, this segment's operations contribute less than five percent to our consolidated net
income.

AEH's primary business is to deliver gas and provide related services by aggregating and purchasing gas
supply, arranging transportation fmd storage logistics and ultimately deliveling gas to customers at competitive
prices. AEH also earns storage and transpOltation margins from (i) utilizing its proprietary 21-mile pipeline
located in New Orleans, Louisiana to aggregate gas supply for our regulated natural gas distribution division in
Louisiana, its gas delivery activities and, on a more limited basis, for third parties and (ii) managing proprietary
storage in Kentucky and Louisiana to supplement the natural gas needs of our natural gas distribution divisions
during peak periods. The majority of these margins are generated through demand fees established under
contracts with certain of our natural gas distribution divisions that are renewed periodically and subject to
regulatory oversight.

AEH utilizes customer-owned or contracted storage capacity to serve its customers. In an effort to offset the
demand fees paid to contract for storage capacity and to maximize the value of this capacity, AEH sells financial
instmments in an effort to earn a gross profit margin through the arbitrage of pricing differences in vm-ious
locations and by recognizing pricing differences that occur over time. Certain of these arrangements m'e with
regulated affiliates, which have been approved by applicable state regulatory commissions.

S-ll



CASE NO. 2013-00148
ATTACHMENT 1

TO OAG DR NO. 1-181

Other Regulation

Each of our natural gas distribution divisions, as well as our regulated transmission and storage division, is
regulated by various state or local public utility authorities. We are also subject to regulation by the United States
Department of Transportation with respect to safety requirements in the operation and maintenance of our gas
distribution facilities. In addition, our distribution operations are also subject to various state and federal laws
regulating environmental matters. From time to time we receive inquiries regarding various environmental
matters. We believe that our properties and operations substantially comply with and are operated in substantial
conformity with applicable safety and environmental statutes and regulations. There are no administrative or
judicial proceedings arising under environmental quality statutes pending or known to be contemplated by
governmental agencies that would have a material adverse effect on us or our operations. Our environmental
claims have arisen primarily from fornler manufactured gas plant sites.

The Federal Energy Regulatory Commission ("FERC") allows, pursuant to Section 311 of the Natural Gas
Policy Act, gas transportation services through our Atmos Pipeline - Texas assets "on behalf of' interstate
pipelines or local distribution companies served by interstate pipelines, without subjecting these assets to the
jurisdiction of the FERC. Additionally, the FERC has regulatory authority over the sale of natural gas in the
wholesale gas market and the use and release of interstate pipeline and storage capacity, as well as authority to
detect and prevent market manipulation and to enforce compliance with FERC's other rules, policies and orders
by companies engaged in the sale, purchase, transportation or storage of natural gas in interstate commerce. We
have taken what we believe are the necessary and appropriate steps to comply with these regulations.

Competition

Although our natural gas distribution operations are not currently in significant direct competition with any
other distributors of natural gas to residential and commercial customers within our service areas, we do compete
with other natural gas suppliers and suppliers of alternative fuels for sales to industrial customers. We compete in
all aspects of our business with alternative energy sources, including, in particular, electricity. Elecuic utilities
offer electricity as a rival energy source and compete for the space heating, water heating and cooking markets.
Promotional incentives, improved equipment efficiencies and promotional rates all contribute to the acceptability
of electrical equipment. The principal means to compete against alternative fuels is lower prices, and natural gas
historically has maintained its price advantage in the residential, commercial and industrial markets.

Our regulated transmission and storage operations historically have faced limited competition from other
existing intrastate pipelines and gas marketers seeking to provide or arrange transportation, storage and other
services for customers. However, in the last few years, several new pipelines have been completed, which has
increased the level of competition in tins segment of our business.

Within our nonregulated operations, AEH competes with other natural gas marketers to provide natural gas
management and other related services primarily to smaller customers requiring higher levels of balancing,
scheduling and other related management services. AEH has experienced increased competition in recent years
primarily from investment banks and major integrated oil and natural gas companies who offer lower cost, basic
services. The increased competition has reduced margins most notably on its high-volume accounts.

Distribution, Transmission and Related Assets

At September 30, 2012, our natural gas distribution segment owned an aggregate of 68,072 miles of
underground distribution and transmission mains throughout our gas distribution systems. These mains are
located on easements or rights-of-way which generally provide for perpetual use. We maintain our mains through
a program of continuous inspection and repair and believe that our system of mains is in good condition. Our
regulated transmission and storage segment owned 5,698 miles of gas transmission and gathering lines, and our
nonregulated segment owned 105 miles of gas transmission and gathering lines.
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Storage Asset..

At September 30, 2012, we owned underground gas storage facilities in several states to supplement the
supply of natural gas in periods of peak demand. The underground gas storage facilities of our natural gas
distribution segment had a total usable capacity of 10,383,590 Mcf, with a maximum daily delivery capacity of
228,100 Mcf. The underground gas storage facilities of our regulated transmission and storage segment had a
total usable capacity of 46,143,226 Mcf, with a maximum daily delivery capacity of 1,235,000 Mcf. The
underground gas storage facilities of our nonregulated segment had a total usable capacity of 3,931,483 Mcf,
with a maxinmm daily delivery capacity of 127,000 Mcf.

Additionally, we contract for storage service in underground storage facilities on many of the interstate
pipelines serving us to supplement our proprietary storage capacity. The amount of our contracted storage
capacity can vary from time to time. At September 30, 2012, our contracted storage provided us with a maximum
storage quantity of 31,059,527 MMBtu, with a maximum daily withdrawal quantity of 1,031,161 MMBtu, for
our natural gas distribution segment, and a maximum storage quantity of 9,700,869 MMBtu, with a maximum
daily withdrawal quantity of 318,444 MMBtu, for our nonregulated segment.

For more information on our storage assets see "Item 2. Properties" in our Annual Report on Form 10~K for
the fiscal year ended September 30, 2012.
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DESCRIPTION OF THE NOTES

We have summarized certain provisions of the notes below. The notes constitute a series of the debt
secmities described in the accompanying prospectus. The notes will be issued under an indenture dated
March 26, 2009 (the "indenture") entered into with U.S. Bank National Association, as trustee. The tmstee is an
affiliate of U.S. Bancorp Investments, Inc., one of the underwriters.

The following description of certain telms of the notes and certain provisions of the indenture in this
prospectus supplement supplements the description under "Description of Debt Securities" in the accompanying
prospectus ,md, to the extent it is inconsistent with that description, replaces the description in the accompanying
prospectus. This description is only a summary of the material terms and does not purport to be complete. We
urge you to read the indenture, a form of which we have filed with the SEC, because it, and not the description
below and in the accompanying prospectus, will define your rights as a holder of the notes. We have filed the
indenture as an exhibit to our current report on FOffi1 8-K that was filed with the SEC on March 26, 2009. You
may obtain a copy of the indenture from us without charge. See "Where You Can Find More Information" in the
accompanying prospectus.

General

The notes win be initially limited to $500,000,000 aggregate principal amount. We may, at any time,
without the consent of the holders of these notes, issue additional notes having the same ranking, interest rate,
maturity and other terms as the notes. Any such additional notes, together with the notes being offered by this
prospectus supplement, will constitute the same series of notes under the indenture.

The notes will be unsecured and unsubordinated obligations of Atmos Energy. Any secured debt that we
may have from time to time will have a prior claim with respect to the assets securing that debt. As of
September 30, 2012, we had no secured debt outstanding. The notes will rank equally with all of our other
existing and future unsubordinated debt but will be effectively subordinated to the indebtedness and liabilities of
our subsidiaries. As of September 30, 2012, after giving effect to the net proceeds of this offering and the use of
proceeds therefrom as described in "Use of Proceeds", we had approximately $2.5 billion of unsecured and
unsubordinated debt. Of such $2.5 billion, less than $1 million represented debt of our subsidiaries. The notes are
not guaranteed by, and are not the obligation of, any of our subsidiaries. The notes will not be listed on any
securities exchange or included in any automated quotation system.

The notes will be issued in book-entry form as one or more global notes registered in the name of the
nominee of The Depository Trust Company, or DTC, which will act as a depository, in minimum denominations
of $2,000 and any integral multiple of $1 ,000 in excess thereof. Beneficial interests in book-entry notes will be
shown on, and transfers of the notes will be made only through, records maintained by DTC and its participants.

Payment of Principal and Interest

The notes will mature on January 15,2043 and bear interest at the rate of 4.15% per year.

We will pay interest on the notes semi-annually in arrears on January IS and July 15 of each year they are
outstanding, beginning July 15,2013. Interest will accme from January 15,2013 or from the most recent interest
payment date to which we have paid or provided for the payment of interest to the next interest payment date or
the scheduled maturity date, as the case may be. We will pay interest computed on the basis of a 360-day year of
twelve 3D-day months.

We will pay interest on the notes in inlmediateJy available funds to the persons in whose names such notes
are registered at the close of business on January 1 or July 1 preceding the respective interest payment date.
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Optional Redemption

Each of the notes offered hereby will be redeemable prior to maturity at our option, at any time in whole or
from time to time in part. Prior to July 15, 2042, the redemption price win be equal to the greater of:

100% of the principal amount of the notes to be redeemed; and

as determined by the Quotation Agent (defined below), the sum of the present values of the Remaining
Scheduled Payments (defined below) of principal and interest on the notes to be redeemed discounted
to the redemption date on a semi-annual basis assuming a 360-day year consisting of twelve 30-day
months at the Adjusted Treasury Rate (defined below) plus 20 basis points;

plus, in each case, accrued and unpaid interest on the principal amount of the notes to be redeemed to the
redemption date.

At any time on or after July 15, 2042 (which is the date that is six months prior to the maturity date of the
notes), the redemption price will be equal to 100% of the principal amount of the notes to be redeemed, plus
accmed and unpaid interest thereon to the redemption date.

Definitions. Following are definitions of the terms used in the optional redemption provisions discussed
above.

"Adjusted Treasury Rate" means, for any redemption date, the rate per annum equal to the semi-annual
equivalent yield to maturity of the Comparable Treasury Issue, assuming a price of the Comparable Treasury
Issue (expressed as a percentage of its principal amount) equal to the Comparable Treasury Price for that
redemption date.

"COil/parable Treasury Issue" means the United States Treasury security selected by the Quotation Agent
as having a maturity comparable to the remaining term of the notes to be redeemed that would be used, at the
time of a selection and in accordance with customary financial practice, in pricing new issues of corporate debt
securities of comparable maturity to the remaining term of the notes to be redeemed.

"Comparable TreasUlY Price" means, for any redemption date, the average of the Reference Treasury
Dealer Quotations for that redemption date.

"Quotation Agent" means any Reference Treasury Dealer appointed by us to act as a quotation agent.

"Reference Treasury Dealer" means (i) J.P. Morgan Securities LLC and any Primary Treasury Dealer (as
defined below) selected by each of Mitsubishi UPJ Securities (USA), Inc. and U.S. Bancorp Investments, Inc.,
and any of such parties' successors; provided, however, if any of the foregoing ceases to be a plimary U.S.
government securities dealer in New York City (a "Primary Treasury Dealer"), we will substitute therefor
another Primary Treasury Dealer, and (ii) any other Primary Treasury Dealer selected by us.

"Reference Treaswy Dealer Quotation" means, with respect to each Reference Trea~ury Dealer and any
redemption date, the average, as determined by the trustee, of the bid and asked prices for the Comparable
Treasury Issue (expressed, in each case, as a percentage of its principal amount) quoted in writing to the tmstee
at 5:00 p.m., Eastern time, by such Reference Treasury Dealer on the third business day preceding such
redemption date.

"Remaining Scheduled Payments" means, with respect to each note to be redeemed, the remaining
scheduled payments of the principal and interest on such note that would be due after the related redemption date
but for such redemption; provided, however, that if such redemption date is not an interest payment date, the
amount of the next succeeding scheduled interest payment on such note will be reduced by the amount of interest
accmed on such note to such redemption date.
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In the case of a partial redemption of the notes, the notes to be redeemed shall be selected by the trustee
from the outstanding notes not previously called for redemption, by such method as the trustee shall deem fair
and appropriate and which may provide for the selection for redemption of portions of the principal of the notes.
Notice of any redemption will be mailed by first class mail at least 30 days but not more than 60 days before the
redemption date to each holder of the notes to be redeemed at its registered address. If any notes are to be
redeemed in part only, the notice of redemption will state the portion of the principal amount of notes to be
redeemed. A partial redemption will not reduce the portion of any note not being redeemed to a principal amount
of less than $2,000. Unless we default in payment of the redemption price, on and after the redemption date,
interest will cease to accme on the notes or the portions of the notes called for redemption.

No Mandatory Redemption

We will not be required to redeem the notes before maturity.

No Sinking Fund

We will not be required to make any sinking fund payments with regard to the notes.

Restricted Subsidiaries

As of the date of this prospectus supplement, none of our subsidiaries would be considered a Restricted
Subsidiary tmder the tenns of the indenture.

Reports

We will:

(1) file with the tmstee, within 30 days after we have filed the same with the SEC, unless such reports are
available on the SEC's EDGARfiIing system (or any successor thereto), copies of the annual reports
and of the infonnation, documents and other repOIts (or copies of such portions of any of the foregoing
as the SEC may from time to time by rules and regulations prescribe), which we may be required to file
with the SEC pursuant to Section 13 or Section 15(d) of the Exchange Act; or, if we are not required to
file infOImation, documents or reports pursuant to either of such Sections, then we shall file with the
trustee and the SEC, in accordance with rules and regulations prescribed from time to time by the SEC,
such of the supplementary and periodic infonnation, documents and reports which may be required
pursuant to Section 13 of the Exchange Act in respect of a security listed and registered on a national
securities exchange as may be prescribed from time to time in such rules and regulations;

(2) file with the tmstee and the SEC, in accordance with rules and regulations prescribed from time to time
by the SEC, such additional information, documents and reports with respect to compliance by us with
the conditions and covenants of the indenture as may be required from time to time by such mles and
regulations; and

(3) transmit to all holders, as their names and addresses appear in the security register, within 30 days after
the filing thereof with the tmstee, in the manner and to the extent provided in Section 313(c) of the
Tmst Indenture Act of J939, as amended, such summaries of any information, documents and reports
required to be filed by us pursuant to clauses (1) and (2) of this paragraph as may be required by mles
and regulations prescribed from time to time by the SEC.

Governing Law

The notes will be governed by and constmed in accordance with the laws of the State of New York.

Book-Entry Delivery and Settlement

Settlement for the notes will be made by the underwriters in immediately available funds. All payments of
principal, premium, if any, and interest will be made by us in immediately available funds.

S-J6



CASE NO. 2013-00148
ATIACHMENT1

TO OAG DR NO. 1-181

The Notes will trade in the Same-Day Funds Settlement System maintained by DTC until maturity or earlier
redemption, and secondary market trading activity in the Notes will therefore be required by DTC to settle in
immediately available funds. No assurance can be given as to the effect, if any, of settlement in immediately
available funds on trading activity in the Notes.

Because of time-zone differences, credits of Notes received in Clearstream Banking, societe anonyme
("Clearstream"), or Euroclear Bank, S.A./N.V. ("Euroclear"), as a result of a transaction with a DTC participant
will be made during subsequent securities settlement processing and dated the business day following the DTC
settlement date. Such credits or any transactions in such Notes settled during such processing will be reported to
the relevant Clearstream or Euroclear participants on such business day. Cash received in Clearstream or
Euroc1ear as a result of sales of Notes by or through a Clearstream participant or a Euroclear participant to a DTC
participant will be received with value on the DTC settlement date but will be available in the relevant
Clearstream or Euroclear cash account only as of the business day following settlement in DTC.

Although DTC, Clearstream and Euroc1ear have agreed to the foregoing procedures in order to facilitate
transfers of Notes among participants of DTC, Clearstream and Euroc1ear, they are under no obligation to
peIforrn or continue to peIfonn such procedures and such procedures may be discontinued at any time.
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MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following summary discusses certain material U.S. federal income tax consequences of the acquisition,
ownership and disposition of the notes. This discussion is based upon the Code, the applicable proposed or
promulgated Treasury regulations, and the applicable judicial and administrative interpretations, all as in effect as
of the date hereof and all of which are subject to change, possibly with retroactive effect, and to differing
interpretations. This discussion is applicable only to holders of notes who purchase the notes in the initial
offering at their original issue price and deals only with the notes held as capital assets for U.S. federal income
tax purposes (generally, property held for investment) and not held as part of a straddle, a hedge, a conversion
transaction or other integrated investment. This discussion is a summary intended for general infonnation only,
and does not address all of the tax consequences that may be relevant to holders of notes in light of their
particular circumstances, or to certain types of holders (such as banks and other financial institutions, insurance
companies, tax~exempt entities, partnerships and other pass-through entities for U.S. federal income tax purposes
or investors who hold the notes through such pass-through entities, certain fonner citizens or residents of the
United States, "controlled foreign corporations," "passive foreign investment companies," "foreign personal
holding companies," traders in securities that elect to use a mark~to-market method of accounting for their
securities holdings, dealers in securities or currencies, regulated investment companies, real estate investment
trusts, corporations that accwnulate earnings to avoid U.S. federal income tax, persons subject to the alternative
minimum tax, or U.S. Holders (as defined below) whose functional currency is not the U.S. dollar). Moreover,
this discussion does not describe any state, local or non-U.S. tax implications, or any aspect of U.S. federal tax
law other than income taxation. We have not and will not seek any rulings or opinions from the Internal Revenue
Service ("IRS") or counsel regarding the matters discussed below. There can be no assurances that the IRS will
not take positions concerning the tax consequences of the purchase, ownership or disposition of the notes that are
different from those discussed below. HOLDERS SHOULD CONSULT THEIR OWN TAX ADVISORS
WITH RESPECT TO THE PARTICULAR U.S. FEDERAL INCOME TAX CONSEQUENCES TO
THEM OF THE ACQUISITION, OWNERSHIP AND DISPOSITION OF THE NOTES AND THE TAX
CONSEQUENCES llNDER STATE, LOCAL, NON·U.S. AND OTHER U.S. FEDERAL TAX LAWS
(INCLUDING ESTATE TAX CONSEQUENCES) AND THE POSSffiLE EFFECTS OF CHANGES IN
THE FEDERAL INCOME TAX LAWS.

As used herein, a "U.S. Holder" means a beneficial owner of notes that is, for U.S. federal income tax
purposes, (a) a citizen or individual resident of the United States, (b) a corporation (or other entity treated as a
corporation for U.S. federal income tax purposes) created or organized in or under the laws of the United States,
any State thereof or the District of Columbia, (c) an estate, the income of which is subject to U.S. federal income
taxation regardless of its source, or (d) a trust, if (1) a court within the United States is able to exercise primary
supervision over the trust's administration and one or more U.S. persons have the authority to control all of its
substantial decisions or (2) a valid election to be treated as a U.S. person is in etIect under the relevant Treasury
regulations with respect to such trust. A Non-U .5. Holder is an individual, corporation, estate, or trust that is a
beneficial owner of the notes and is not a U.S. Holder. A Non-U.S. Holder who is an individual present in the
United States for 183 days or more in the taxable year of disposition of a note, and who is not otherwise a
resident of the United States for U.S. federal income tax purposes, may be subject to special tax provisions and is
urged to consult his or her own tax advisor regarding the U.S. federal income tax consequences of the ownership
and disposition of a note.

The U.S. federal income tax treatment of partners in partnerships holding notes generally will depend on the
activities of the partnership and the status of the partner. Prospective investors that are partnerships (or entities
treated as partnerships for U.S. federal income tax purposes) should consult their own tax advisors regarding the
U.S. federal income tax consequences to them and their partners of the acquisition, ownership and disposition of
the notes.
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U.S. Federal Income Taxation of U.s. Holders

Payments ()f Interest. It is expected, and the rest of this discussion assumes, that the notes will be issued
without original issue discount for federal income tax purposes. Accordingly, a U.S. Holder must include in gross
income, as ordinary interest income, the stated interest on the notes at the time such interest accrues or is
received in accordance with the U.S. Holder's regular method of accounting for U.S. federal income tax
purposes. If, however, the notes' "stated redemption price at maturity" (generally, the sum of all payments
required under the note other than payments of stated interest) exceeds the issue price by more than a de minimis
amount, a U.S. Holder will be required to include such excess in income as original issue discount, as it accrues,
in accordance with a constant yield method based on a compounding of interest before the receipt of cash
payments attributable to this income.

Sale, Retirement or Other Taxable Disposition. Upon the sale, retirement or other taxable disposition of a
note, a U.S. Holder generally will recognize taxable gain or loss equal to the difference between (a) the sum of
cash plus the fair market value of other property received on the sale, retirement or other taxable disposition
(except to the extent such cash or property is attributable to accrued but unpaid interest, which will be treated in
the manner described above under "Payments of Interest") and (b) the U.S. Holder's adjusted tax basis in the
note. A U.S. Holder's adjusted tax basis in a note generally will equal the amount paid for the note, reduced by
any principal payments with respect to the note received by the U.S. Holder. Gain or loss recognized on the sale,
retirement or other taxable disposition of a note generally will be capital gain or loss and will be long-term
capital gain or loss if, at the time of sale, retirement or other taxable disposition, the note has been held for more
than one year. Certain U.S. Holders (including individuals) are currently eligible for preferential rates of
U.S. federal income tax in respect of long-teml capital gain. The deductibility of capital losses by U.S. Holders is
subject to limitations under the Code.

Medicare Tax and Reporting Obligations. For taxable years beginning after December 31, 2012, aU .S.
person that is an individual or estate, or a trust that does not fall into a special class of trusts that is exempt from
such tax, will be subject to a 3.8% tax on the lesser of (1) the U.S. person's "net investment income" for the
relevant taxable year and (2) the excess of the U.S. person's modifled gross income for the taxable year over a
certain threshold (which in the case of individuals will be between $125,000 and $250,000 depending on the
individual's circumstances). Net investment income generally includes interest income and net gains from the
disposition of the notes, unless such interest income or net gains are derived in the ordinary course of the conduct
of a trade or business (other than a trade or business that consists of certain passive or trading activities). A U.S.
Holder that is an individual, estate or trust should consult its tax advisor regarding the applicability of the
Medicare tax to its income and gains in respect of its investment in the notes.

U.s. Federal Income Taxation of Non-U.S. Holders

Payments ofInterest. Subject to the discussion of backup withholding below and legislation involving
payments to certain foreign entities below and provided that a Non-U.S. Holder's income and gains in respect of
a note are not effectively connected with the conduct by the Non-U.S. Holder of a U.S. trade or business (or, in
the case of an applicable tax treaty, attributable to the Non-U.S. Holder's permanent establishment in the
United States), payments of interest on a note to the Non~U.S. Holder generally will not be subject to U.S. federal
income or withholding tax, provided that (a) the Non~U.S. Holder does not own, directly or constmctively, 10%
or more of the total combined voting power of all classes of our stock entitled to vote within the meaning of
section 871 (h)(3) of the Code and the Treasury regulations thereunder, (b) the Non-U.S. Holder is not, for
U.S. federal income tax purposes, a "controlled foreign corporation" related, directly or constructively, to us
through stock ownership, (c) the Non-U.S. Holder is not a bank receiving interest described in
section 881 (c)(3)(A) of the Code and (d) certain certification requirements (as described below) are met.

Under the Code and the applicable Treasury regulations, in order to satisfy the certification requirements
and obtain an exemption from U.S. federal withholding tax, either (a) a Non~U.S. Holder must provide its name
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and address and certify, under penalties of peIjury, that such Non-U.S. Holder is not a U.S. person or (b) a
securities clearing organization, bank or other financial institution that holds customers' securities in the ordinary
course of its trade or business (a "Financial Institution"), and that holds the notes on behalf of the
Non-U.S. Holder, must certify, under penalties of perjury, that such certificate has been received from such
Non-U.S. Holder by such Financial Institution or by another Financial Institution between such Financial
Institution and such Non-U.S. Holder and, if required, must furnish the payor with a copy thereof. Generally, the
foregoing certification requirement may be met if a Non-U.S. Holder delivers a properly executed IRS
Form W-8BEN or substitute Form W-8BEN or the appropriate successor form to the payor. Special mles apply
to foreign partnerships, estates and tmsts and other intermediaries, and in certain circumstances certifications as
to foreign status of partners, tmst owners or beneficiaries may have to be provided. In addition, special mles
apply to qualified intermediaries that enter into withholding agreements with the IRS.

Payments of interest on a note that do not satisfy all of the foregoing requirements generally will be subject
to U.S. federal withholding tax at a rate of 30%, unless either: (a) an applicable income tax treaty reduces or
eliminates such tax, and the Non-U.S. Holder claims the benefit of that treaty by providing a properly completed
and duly executed IRS Form W-8BEN (or suitable successor or substitute form) establishing qualification for
benefits under the treaty, or (b) the interest is effectively connected with the Non-U.S. Holder's conduct of a
trade or business in the United States and the Non-U.S. Holder provides an appropriate statement to that effect on
a properly completed and duly executed IRS FOlm W-8ECI (or suitable successor form).

A Non-U.S. Holder generally will be subject to U.S. federal income tax in the same manner as a U.S. Holder
with respect to interest on a note (and the 30% withholding tax described above will not apply provided the duly
executed IRS Forn1 W-8ECI is provided to us or our paying agent) if such interest is effectively connected with a
U.S. trade or business conducted by the Non-U.S. Holder. If a Non-U.S. Holder is eligible for the benefits of an
income tax treaty between the United States and its country of residence, and the Non-U .S. Holder satisfies
certain certification requirements, any interest income that is effectively connected with a U.S. trade or business
will be subject to federal income tax in the manner specified by the treaty and generally wiIl only be subject to
tax on a net basis if such income is attributable to a permanent establishment (or a fixed base in the case of an
individual) maintained by the Non-U.S. Holder in the United States. Under certain circumstances, effectively
connected interest income received by a corporate Non-U.S. Holder may be subject to an additional "branch
profits tax" at a 30% rate (or a lower applicable treaty rate, provided certain certification requirements are met).
Non~U.S. Holders should consult their tax advisors about any applicable income tax treaties, which may provide
for an exemption from or a lower rate of withholding tax, exemption from or reduction of branch profits tax, or
other mles different from those described above.

Sale, Retirement or Other Disposition. Subject to the discussion of backup withholding below, a
Non-U.S. Holder generally will not be subject to U.S. federal income or withholding tax on any gain recognized
on the sale, retirement or other disposition of the notes so long as the holder provides us or the paying agent with
the appropriate certification, unless (a) the Non-U.S. Holder is an individual who is present in the United States
for 183 or more days in the taxable year of disposition (even though such holder is not considered a resident of
the United States) and certain other conditions are met, or (b) the gain is effectively connected with the conduct
of a U.S. trade or business by the Non-U.S. Holder (and, if an income tax treaty applies, is attributable to a
permanent establishment or fixed base maintained by the Non-U.S. Holder in the United States). If the first
exception applies, the Non-U.S. Holder generally will be subject to u.s. federal income tax at a rate of 30% on
the amount by which its U.S.-source capital gains exceed its U.S.-source capital losses. If the second exception
applies, the Non-U.S. Holder will generally be subject to U.S. federal income tax on the net gain derived from
the sale or other disposition of the notes in the sanle manner as a U.S. Holder. In addition, corporate Non-U.S.
Holders may be subject to a 30% branch profits tax on any effectively connected earnings and profits. If a
Non-U.S. Holder is eligible for the benefits of an income tax treaty between the United States and its country of
residence, the U.S. federal income tax treatment of any such gain may be modified in the manner specified by the
treaty.
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Information Reporting and Backup Withholding

u.s. Holders. Generally, infonnation reporting will apply to payments of principal and interest on the notes
to a U.S. Holder and to the proceeds of sale or other disposition of the notes, unless the U.S. Holder is an exempt
recipient (such as a corporation). Backup withholding generally will apply to such payments unless a U.S. Holder
(a) is an exempt recipient and, when required, demonstrates this fact, or (b) provides the payor with its taxpayer
identification number ("TIN"), certifies that the TIN provided to the payor is correct and that the U.S. Holder has
not been notified by the IRS that such U.S, Holder is subject to backup withholding due to underreporting of
interest or dividends, and otherwise complies with applicable requirements of the backup withholding rules. Any
anlOunt withheld under the backup withholding rules generally will be allowed as a refund or credit against a
U.S. Holder's U.S. federal income tax liability, provided that the required infonnation is timely furnished to the
IRS.

NOll-U.S. Holders. When required, we or our paying agent will report payments of interest on the notes to a
Non-U.S. Holder and the amount of any tax withheld from such payments armually to the IRS and to the
Non-U.S. HoldeT. Copies of these information returns may be made available by the IRS to the tax authorities of
the country in which the Non-U.S. Holder is a resident under the provisions of an applicable tax treaty. Backup
withholding of U.S. federal income tax will generally not apply to payments of interest on the notes to a
Non-U.S. Holder if the Non-U.S. Holder certifies under penalties of perjury that it is not a U.S. person or
othenvise establishes an exemption, provided that the payor does not have actual knowledge or reason to know
that such certification is umeliable or that the conditions of the exemption are in fact not satisfied.

Payments of the proceeds of the sale or other disposition of the notes by or through a foreign offlce of a
U.S. broker or of a foreign broker with certain specified U.S. connections will be subject to infonnation reporting
requirements, but generally not backup withholding, unless the broker has evidence in its records that the payee
is not a U.S. person and the broker has no actual knowledge or reason to know to the contrary. Payments of the
proceeds of a sale or other disposition of the notes by or through the U.S. office of a broker will be subject to
information reporting and backup withholding unless the payee certifies under penalties of perjury that it is not a
U.S. person or otherwise establishes an exemption, provided that the payor does not have actual knowledge or
reason to know that such certification is um'eliable or that the conditions of the exemption are in fact not
satisfied.

Any amount withheld under the backup withholding rules generally will be allowed as a refund or credit
against a Non-U.S. Holder's U.S. federal income tax liability, provided that the required information is timely
furnished to the IRS.

Legislation Involving Payments to Certain Foreign Entities

Withholding taxes may apply to certain types of payments made to "foreign financial institutions" (as
specially defined in the Code) and certain other non-United States entities. Specifically, a 30% withholding tax
may be imposed on interest on, and gross proceeds from the sale or other disposition of, notes paid to a foreign
fmancial institution or to a non-financial foreign entity, unless (l) the foreign financial institution undertakes
certain diligence and reporting, (2) the non-financial foreign entity either certifies it does not have any substantial
United States owners or furnishes identifying information regarding each substantial United States owner, or
(3) the foreign financial institution or non-financial foreign entity otherwise qualifies for an exemption from
these rules. If the payee is a foreign financial institution and is subject to the diligence and reporting requirements
in clause (1) above, it must enter into an agreement with the United States Treasury requiring, among other
things, that it undertake to identify accounts held by certain United States persons or United States-owned
foreign entities, annually report certain information about such accounts, and withhold 30% on payments to
non-compliant foreign financial institutions and certain other account holders.

The IRS has issued administrative guidance providing that the withholding provisions described above will
generally apply to payments of interest made on or after January 1,2014 and to payments of gross proceeds from
a sale or other disposition of notes on or after January 1,2017. Investors should consult their ta, advisors
regarding this legislation and administrative guidance issued thereunder.
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UNDERWRITING (CONFLICTS OF INTEREST)

We are offeling the notes described in this prospectus supplement through a number of underwriters.
J.P. Morgan SecUlities LLC, Mitsubishi UFJ Securities (USA), Inc. and U.S. Bancorp Investments, Inc. are the
representatives of the undenvriters. We have entered into a firm commitment underwriting agreement with the
representatives. Subject to the terms and conditions of the underwriting agreement, we have agreed to sell to the
underwriters, and each underwriter has severally agreed to purchase, the aggregate principal amount of notes
listed next to its name in the following table:

Underwriter

J.P. Morgan Securities LLC .
Mitsubishi UFJ Securities (USA), Inc .
U.S. Bancorp Investments, Inc .
Credit Agricole Securities (USA) Inc. . .
RBS Securities Inc .
BNP Paribas Secmities Corp .
Merrill Lynch, Pierce, Fenner & Smith .

Incorporated .
DBS Securities LLC .
Wells Fargo Securities, LLC .
BB&T Capital Markets, a division of BBT&T

Securities, LLC .
BOSC,Inc .
Goldman, Sachs & Co .
Morgan Stanley & Co. LLC .

Total .

Principal Amount
of Notes

$ 80,000,000
80,000,000
80,000,000
50,000,000
50,000,000
25,000,000

25,000,000
25,000,000
25,000,000

15,000,000
15,000,000
15,000,000
15,000,000

$500,000,000

The underwriting agreement is subject to a number of tenns and conditions and provides that the
underwriters must buy all of the notes if they buy any of them. The underwriters will sell the notes to the public
when and if the underwriters buy the notes from us.

The underwriters reserve the right to withdraw, cancel or modify offers to the public and to reject orders in
whole or in part.

The underwriters have advised us that they propose initially to offer the notes to the public at the public
offering prices set forth on the cover of this prospectus supplement, and to certain dealers at such price less a
concession not in excess of 0.50% of the principal amount of the notes. The underwriters may allow, and such
dealers may reallow, a concession not in excess of 0.25% of the principal amount of the notes to certain other
dealers. After the public offering of the notes, the public offering price and other selling terms may be changed.

We estimate that our share of the total expenses of the offering, excluding the underwriting discount, will be
approximately $1,000,000.

We have agreed to indemnify the several underwriters against, or contribute to payments that the
underwriters may be required to make in respect of, certain liabilities, including liabilities under the Securities
Act of 1933.

The notes are a new issue of securities with no established trading market. The notes will not be listed on
any securities exchange or on any automated dealer quotation system. The underwriters may make a market in
the notes after completion of the offering, but will not be obligated to do so and may discontinue any market­
making activities at any time without notice. No assurance can be given as to the liquidity of the trading market
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for the notes or that an active public market for the notes will develop. If an active public market for the notes
does not develop, the market price and liquidity of the notes may be adversely affected.

In connection with the offering of the notes, certain of the underwriters may engage in transactions that
stabilize, maintain or otherwise affect the price of the notes. Specifically, the underwriters may overallat in
connection with the offering, creating a short position. In addition, the underwriters may bid for, and purchase,
the notes in the open market to cover short positions or to stabilize the price of the notes. Any of these activities
may stabilize or maintain the market price of the notes above independent maTket levels, but no representation is
made hereby of the magnitude of any effect that the transactions described above may have on the market price
of the notes. The underwriters will not be required to engage in these activities, but may engage in these
activities, or may end any of these activities, at any time without notice.

The underwriters and their respective affiliates are full service financial institutions engaged in various
activities, which may include securities trading, commercial and investment banking, financial advisory,
investment management, investment research, principal investment, hedging, financing and brokerage activities.
In the ordinary course of business, certain of the underwriters or their affiliates have provided and may in the
future provide commercial, financial advisory or investment banking services for us and our subsidiaries for
which they have received or will receive customary compensation. Certain of the underwriters are lenders under
our revolving credit facilities. In the ordinary course of their various business activities, the underwriters and
their respective affiliates IDay make or hold a broad array of investments and actively trade debt and equity
securities (or related derivative securities) and financial instruments (including bank loans) for their own account
and for the accounts of their customers, and such investment and securities activities may involve securities and!
or instruments of the issuer. The underwriters and their respective affiliates may also make investment
recommendations and/or publish or express independent research views in respect of such securities or
instruments and may at any time hold, or recommend to clients that they acquire, long and/or short positions in
such securities and instruments. In addition, U.S. Bancorp Investments, Inc., one of the underwriters, is an
affiliate of the trustee under the indenture governing the notes.

Conflicts of Interest

As described in "Use of Proceeds," the net proceeds from this offering will primarily be used to repay our
short-term financing facility that expires February 1,2013. Because certain affiliates of the underwriters are
lenders under our short-terID financing facility and because more than 5% of the proceeds from this offering, not
including underwriting compensation, may be received by such parties in connection with the repayment of such
facility, this offering is being conducted in compliance with FINRA Rule 5121. Pursuant to that rule, the
appointment of a qualified independent underwriter is not necessary in connection with this offering.

Selling Restrictions

European Economic Area

In relation to each Member State of the European Economic Area which has implemented the Prospectus
Directive, as defined below (each, a "Relevant Member State"), each underwriter has represented and agreed
that, with effect from and including the date on which the Prospectus Directive is implemented in that Relevant
Member State (the "Relevant Implementation Date") it has not made and will not make an offer of notes which
are the subject of the offering contemplated by this prospectus supplement to the public in that Relevant Member
State except that it may, with effect from and including the Relevant Implementation Date, make an offer of such
notes to the public in that Relevant Member State:

(a) at any time to any legal entity which is a qualified investor as defined in the Prospectus Directive;

(b) at any time to fewer than 100 or, if the Relevant Member State has implemented the relevant provision
of the 2010 PD Amending Directive, as defined below, 150 legal persons (other than qualified
investors as defined in the Prospectus Directive) subject to obtaining the prior consent of the
representatives of the underwriters; or
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(c) at any time in any other circumstances falling within Article 3(2) of the Prospectus Directive,

provided that no such offer of notes referred to in (a) to (c) above shall require the publication by the
Company or any underwriter of a prospectus pursuant to Article 3 of the Prospectus Directive, or supplement to a
prospectus pursuant to Article 16 of the Prospectus Directive.

For the purposes of this provision, the expression an "offer to the public" in relation to any notes in any
Relevant Member State means the communication in any fonn and by any means of sufficient information on the
terms of the offer and the notes to be offered so as to enable an investor to decide to purchase or subscribe to the
notes, as the same may be varied in that Relevant Member State by any measure implementing the Prospectus
Directive in that Relevant Member State, the expression "Prospectus Directive" means Directive 200317llEC
(and the amendments thereto, including the 2010 PD Amending Directive, to the extent implemented in the
Relevant Member State), and includes any relevant implementing measure in the Relevant Member State and the
expression "2010 PD Amending Directive" means Directive 2010173IEU.

Notice to Prospective Investors in the United Kingdom

This document is for distribution only to persons who (i) have professional experience in matters relating to
investments falling within Article 19(5) of the Financial Sen/ices and Markets Act 2000 (Financial Promotion)
Order 2005 (as amended, the "Financial Promotion Order"), (ii) are persons falling within Article 49(2)(a) to
(d) ("high net worth companies, unincorporated associations etc") of the Financial Promotion Order, (iii) are
outside the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment
activity (within the meaning of section 21 of the Financial Services and Markets Act 2000 (the "FSMA")) in
connection with the issue or sale of any securities may otherwise lawfully be communicated or caused to be
communicated (all such persons together being referred to as "relevant persons"). This document is directed only
at relevant persons and must not be acted on or relied on by persons who are not relevant persons. Any
investment or investment activity to which this document relates is available only to relevant persons and will be
engaged in only with relevant persons.

Each underwriter has warranted and agreed that:

(a) it has only communicated or caused to be communicated and will only communicate or cause to be
communicated an invitation or inducement to engage in investment activity (within the meaning of
Section 21 of the FSMA) received by it in connection with the issue or sale of the Notes in
circumstances in which Section 21(1) of the FSMA does not apply to the Issuer; and

(b) it has complied and will comply with all applicable provisions of the FSMA with respect to anything
done by it in relation to the Notes in, from or otherwise involving the United Kingdom.

LEGAL MATTERS

Gibson, Dunn & Crutcher LLP and Hunton & Williams LLP will opine for us as to the validity of the
offered notes. The Undenvriters are represented by Shearman & Sterling LLP, New York, New York.

EXPERTS

The consolidated financial statements of Atmos Energy appearing in Atmos Energy's Annual Report
(FOlm lO-K) for the year ended September 30, 2012 (including the schedule appearing therein) and the
effectiveness of Atmos Energy Corporation's internal control over financial reporting as of September 30, 2012
have been audited by Ernst & Young LLP, independent registered public accounting fim1, as set forth in their
report thereon, included therein, and incorporated herein by reference. Such consolidated financial statements are
incorporated herein by reference in reliance upon such reports given on the authority of such firm as experts in
accounting and auditing.
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PROSPECTUS

energy
Atmos Energy Corporation

By this prospectus, we offer up to

$1,300,000,000

of debt securities and common stock.

We will provide specific tenns of these securities in supplements to tlllS prospectus. This prospectus may
not be used to sell securities unless accompanied by a prospectus supplement. You should read this prospectus
and the applicable prospectus supplement carefully before you invest.

Investing in these securities involves risks. See "Risk Factors" on page 1 of this
prospectus, in the applicable prospectus supplement and in the documents incorporated
by reference.

Our common stock is listed on the New York Stock Exchange under the symbol "ATO."

Our address is 1800 Three Lincoln Centre, 5430 LBI Freeway, Dallas, Texas 75240, and our telephone
number is (972) 934-9227.

The Securities and Exchange Commission and state securities regulators have not approved or
disapproved of these securities or determined if this prospectus is truthful or complete. Any representation
to the contrary is a criminal offense.

This prospectus is dated March 31, 2010.
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We have not authorized any other person to provide you with any information or to make any representation
that is different from, or in addition to, the information and representations contained in this prospectus or in any
of the documents that are incorporated by reference in this prospectus. If anyone provides you with different or
inconsistent information, you should not rely on it. You should assume that the information appearing in this
prospectus, as well as the information contained in any document incorporated by reference, is accurate as of the
date of each such document only, unless the information specifically indicates that another date applies,
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The distribution of this prospectus may be restricted by law in certain jurisdictions. You should inform
yourself about and observe any of these restrictions. This prospectus does not constitute, and may not be used in
connection with, an offer or solicitation by anyone in any jurisdiction in which the otfer or solicitation is not
authorized, or in which the person making the offer or solicitation is not qualified to do so, or to any person to
whom it is unlawful to make the offer or solicitation.

The tenns "we," "our," "us" and "Atmos Energy" refer to Atmos Energy Corporation and its subsidiaries
unless the context suggests othenvise. The term "you" refers to a prospective investor.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Statements contained or incorporated by reference in this prospectus that are not statements of historical fact
are "forward-looking statements" within the meaning of Section 27A of the Securities Act of 1933, as amended.
Forward-looking statements are based on management's beliefs as well as assumptions made by, and information
currently available to, management. Because such statements are based on expectations as to future results and
are not statements of fact, actual results may differ materially from those stated. Important factors that could
cause future results to differ include, but are not limited to:

our ability to continue to access the credit markets to satisfy our liquidity requirements;

the impact of adverse economic conditions on our customers;

increased costs of providing pension and postretirement health care benefits and increased funding
requirements;

market risks beyond our control affecting our risk management activities, including market liquidity,
commodity price volatility, increasing interest rates and counterparty creditworthiness;

regulatory trends and decisions, including the impact of rate proceedings before various state
regulatory commissions;

increased federal regulatory oversight and potential penalties;

the impact of environmental regulations on our business;

the possible impact of future additional regulatory and financial risks associated with global warming
and climate change on our business;

the concentration of our distribution, pipeline and storage operations in Texas;

adverse weather conditions;

the effects of inflation and changes in the availability and prices of natural gas;

the capital-intensive nature of our natural gas disttibution business;

increased competition from energy suppliers and alternative forms of energy;

the inherent hazards and risks involved in operating our natural gas distribution business;

natural disasters, terrorist activities or other events; and

other risks and uncertainties discussed in this prospectus, any accompanying prospectus supplement
and our other filings with the SEC.

All of these factors are difficult to predict and many are beyond our control. Accordingly, while we believe
our forward-looking statements to be reasonable, there can be no assurance that they will approximate actual
experience or that the expectations derived from them will be realized. When used in our documents or oral
presentations, the words "anticipate," "believe," "estimate," "expect," "forecast," "goal," "intend," "objective,"
"plan," "projection," "seek," "strategy" or similar words are intended to identify forward-looking statements. We
undertake no obligation to update or revise our fOlward-Iooking statements, whether as a result of new
information, future events or otherwise.

For additional factors you should consider generally and when evaluating these forward-looking statements,
please see "Risk Factors" on page I of this prospectus and "Item lAo Risk Factors" and "Item 7. Management's
Discussion and Analysis of Financial Condition and Results of Operations" in our annual report on Form 10-K
for the fiscal year ended September 30, 2009 and "Item 2. Management's Discussion and Analysis of Fimmcial
Condition and Results of Operations" in our quarterly report on Form 10-Q for the three-month period ended
December 31, 2009. See "Incorporation of Certain Documents by Reference," as well as the applicable
prospectus supplement.
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RISK FACTORS

Investing in our debt securities or our common stock involves risks. Our business is influenced by many
factors that are difficult to predict and beyond our control and that involve uncertainties that may materially affect
our results of operations, financial condition or cash flows, or the value of these securities. These risks and
uncertainties include those described in the risk factors and other sections of the documents that are incorporated by
reference in this prospectus. Moreover, risks and uncertainties not presently known to us or currently deemed
immaterial by us may also adversely affect our business, results of operations, fmancial condition or cash flows, or
the value of our securities. Subsequent prospectus supplements may contain a discussion of additional risks
applicable to an investment in us and the particular type of securities we are offering under the prospectus
supplements. You should carefully consider all of the information contained in or incorporated by reference in this
prospectus or in the applicable prospectus supplement before you invest in our debt secmities or common stock.

ATMOS ENERGY CORPORATION

Atmos Energy Corporation, headquartered in Dallas, Texas, is engaged primmily in the regulated natural
gas distribution and transmission mrd storage businesses, as well as other nonregulated natural gas businesses.
We are one of the country's largest natural gas-only distributors based on number of customers and one of the
largest intrastate pipeline operators in Texas based on miles of pipe.

We distribute natural gas through regulated sales and transportation arrangements to over three million
residential, commercial, public authority and industrial customers in 12 states through our six regulated natural
gas distribution divisions. Our primary service areas m'e located in Colorado, Kansas, Kentucky, Louisiana,
Mississippi, Tennessee and Texas. We have more limited service areas in Georgia, Illinois, Iowa, Missouri and
Virginia.

Through our regulated transmission and storage business, we provide natural gas tmnsportation and storage
services to our Mid-Tex Division, our largest natural gas distribution division located in Texas, and for third
pmties. Additionally, we provide ancillary services customary to the pipeline industry, including parking
arrangements, lending and sales of inventory on h,md.

Through our nonregulated businesses, we primarily provide natural gas management and marketing sen/ices
to municipalities, other local gas distribution companies and industrial customers primarily in the Midwest and
Southeast. We also provide natural gas transportation and storage services to certain of our natural gas
distribution divisions and third parties.

SECURITIES WE MAY OFFER

Types of Securities

The types of securities that we may offer and sell from time to time by this prospectus m'e:

debt securities, which we may issue in one or more series; and

• common stock.

The aggregate initial offering price of all securities sold will not exceed $1 ,300,000,000. We will detel1l1ine
when we sell securities, the amounts of securities we will sell and the prices and other terms on which we will sell
them. We may sell securities to or through underwriters, through agents or dealers or directly to purchasers. The
offer and sale of securities by this prospectus is subject to receipt of satisfactory regulatory approvals in five states,
all of which have been received and are currently in effect. Under the most restrictive of these approvals, we are
limited to issuing no more than $950,000,000 of senior debt securities and $350,000,000 of equity securities.
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Prospectus Supplements

This prospectus provides you with a general description of the debt securities and common stock we may
offer. Each time we offer securities, we will provide a prospectus supplement that will contain specific
information about the terms of the offering. The prospectus supplement may also add to or change information
contained in this prospectus. In that case, the prospectus supplement should be read as superseding this
prospectus.

In each prospectus supplement, which will be attached to the front of this prospectus, we will include,
among other things, the following information:

the type and amount of securities which we propose to sell;

the initial public offering price of the securities;

the names of the underwriters, agents or dealers, if any, through or to which we will sell the securities;

the compensation, if any, of those underwriters, agents or dealers;

if applicable, information about the securities exchanges or automated quotation systems on which the
securities will be listed or traded;

material United States federal income tax considerations applicable to the securities, where necessary;
and

any other material information about the offering and sale of the securities.

For more details on the terms of the securities, you should read the exhibits filed with our registration
statement, of which this prospectus is a part. You should also read both this prospectus and the applicable
prospectus supplement, together with additional information described under the heading "Where You Can Find
More Information."

USE OF PROCEEDS

Except as may otherwise be stated in the applicable prospectus supplement, we intend to use the net
proceeds from the sale of the securities that we may offer and sell from time to time by this prospectus for
general corporate purposes, including for working capital, repaying indebtedness and funding capital projects,
acquisitions and other growth.

RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth our ratio of earnings to fixed charges for the periods indicated:

Three
Months
Ended

December 31,

2009 2008

Year Ended September 30,

2009 2008 2007 2006 2005

Ratio of earnings to fixed charges 4.56 3.97 2.74 2.96 2.69 2.50 2.54

For purposes of computing the ratio of earnings to fixed charges, earnings consists of the sum of our pretax
income from continuing operations and fixed charges. Fixed charges consist of interest expense, amOltization of
debt discount, premium and expense, capitalized interest and a portion of lease payments considered to represent
an interest factor.
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DESCRIPTION OF DEBT SECURITIES

We may issue debt securities from time to time in one or more distinct series. This section summarizes the
material terms that we anticipate will be common to all series of debt securities. Please note that the terms of any
series of debt securities that we may offer may differ significantly from the common terms described in this
prospectus. Many of the other terms of any series of debt securities that we offer, and any differences from the
common terms described in this prospectus, will be described in the prospectus supplement for such securities to
be attached to the front of this prospectus.

As required by U.S. federal law for all bonds and notes of companies that are publicly offered, a document
called an indenture will govern any debt securities that we issue. An indenture is a contract between us and a
financial institution acting as trustee on behalf of the purchasers of the debt securities. We have entered into an
indenture with U.S. Bank National Association, as trustee (the "indenture"), which is subject to the
Trust Indenture Act of 1939. The trustee under the indenture has the following two main roles:

• the trustee can enforce your rights against us if we default; there are some limitations on the extent to
which the trustee acts on your behalf, which are described later in this prospectus; and

the trustee will perform certain administrative duties for us, which include sending you interest
payments and notices.

As this section is a summary of some of the terms of the debt securities we may offer under this prospectus,
it does not describe every aspect of the debt securities. We urge you to read the indenture and the other
documents we file with the SEC relating to the debt securities because the indenture for those securities and those
other documents, and not this description, will define your rights as a holder of our debt securities. We filed a
copy of the indenture with the SEC as an exhibit to our Current Report on Form 8~K filed March 26,2009, and it
is incorporated in this prospectus by reference. We may file any such other documents as exhibits to an annual,
quarterly or CUHent report that we file with the SEC following their execution. See "Where You Can Find More
Information" for information on how to obtain copies of the indenture and any such other documents. References
to the "indenture" mean the indenture that will define your rights as a holder of debt securities. Capitalized terms
used in this section and not otherwise defined have the meanings set forth in the indenture.

General

The debt securities will be our unsecured obligations. Senior debt securities will rank equally with all of our
other unsecured and unsubordinated indebtedness. Subordinated debt securities will rank junior to our senior
indebtedness, including our credit facilities.

You should read the prospectus supplement for the following terms of the series of debt securities offered
by the prospectus supplement. Our board of directors will establish the following teIms before issuance of the
series:

the title of the debt securities and whether the debt securities will be senior debt securities or
subordinated debt securities;

the ranking of the debt securities;

if the debt securities are subordinated, the terms of subordination;

the aggregate principal amount of the debt securities, the percentage of their principal amount at which
the debt securities will be issued, and the date or dates when the principal of the debt securities will be
payable or how those dates will be determined or extended;

the interest rate or rates, which may be fixed or variable, that the debt securities will bear, if any, how
the rate or rates will be determined, and the periods when the rate or rates will be in effect;
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the date or dates from which any interest will accme or how the date or dates will be determined, the
date or dates on which any interest will be payable, whether and the terms under which payment of
interest may be deferred, any regular record dates for these payments or how these dates will be
determined and the ba~is on which any interest will be calculated, if other than on the basis of a
360-day year of twelve 30-day months;

the place or places, if any, other than or in addition to New York City, of payment, transfer or exclumge
of the debt securities, and where notices or demands to or upon us in respect of the debt securities may
be served;

any optional redemption provisions and any resh'ictions on the sources of funds for redemption
payments, which may benefit the holders of other securities;

any sinking fund or other provisions that would obligate us to repurchase or redeem the debt securities;

whether the amount of payments of principal of, any premium on, or interest on the debt securities will
be determined with reference to an index, formula or other method, which could be based on one or
more commodities, equity indices or other indices, and how these amounts will be determined;

any modifications, deletions or additions to the events of default or covenants with respect to the debt
securities described in this prospectus;

if not the principal amount of the debt securities, the portion of the principal amount that will be
payable upon acceleration of the maturity of the debt securities or how that portion will be determined;

any modifications, deletions or additions to the provisions concerning defeasance and covenant
defeasance contained in the indenture that will be applicable to the debt securities;

any provisions granting special rights to the holders of the debt securities upon the occurrence of
specified events;

if other than the trustee, the name of the paying agent, security registrar or transfer agent for the debt
securities;

if we do not issue the debt securities in book-entry form only to be held by The Depository
Trust Company, as depository, whether we will issue the debt securities in certificated fOIDl or the
identity of any alternative depository;

the person to whom any interest in a debt security will be payable, if other than the registered holder at
the close of business on the regular record date;

the denomination or denominations in which the debt securities will be issued, if other than
denominations of $2,000 or any integral multiple of $1,000 in excess thereof;

any provisions requiring us to pay Additional Amounts on the debt securities to any holder who is not a
United States person in respect of any tax, assessment or governmental charge and, if so, whether we
will have the option to redeem the debt securities rather than pay the Additional Amounts;

whether the debt securities will be convertible into or exchangeable for other debt securities, common
shares or other securities of any kind of ours or another obligor, and, if so, the terms and conditions
upon which the debt securities will be so convertible or exchangeable, including the initial conversion
or exchange price or rate or the method of calculation, how and when the conversion price or exchange
ratio may be adjusted, whether conversion or exchange is mandatory, at the option of the holder or at
our option, the conversion or exchange period and any other provision related to the debt
securities; and

any other material terms of the debt securities or the indenture, which may not be consistent with the
terms set forth in this prospectus.
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For purposes of this prospectus, any reference to the payment of principal of, any premium on, or interest on
the debt securities will include Additional Amounts if required by the tel1l1S of the debt securities.

The indenture does not limit the amount of debt securities that we are authOlized to issue from time to time.
The indenture also provides that there may be multiple series of debt securities issued thereunder and more than
one trustee thereunder, each for one or more series of debt securities. If a trustee is acting under the indenture
with respect to more than one series of debt securities, the debt securities for which it is acting would be treated
as if issued under separate indentures. If there is more than one trustee under the indenture, the powers and trust
obligations of each trustee will apply only to the debt securities of the separate series for which it is trustee.

We may issue debt securities with terms different from those of debt securities already issued. Without the
consent of the holders of the outstanding debt securities, we may reopen a previous issue of a series of debt
securities and issue additional debt securities of that series unless the reopening was restricted when we created
that selies.

There is no requirement that we issue debt securities in the future under the indenture, and we may use other
indentures or documentation, containing different provisions in connection with future issues of other debt
securities.

We may issue the debt securities as "original issue discount securities," which are debt securities, including
any zero-coupon debt securities, that are issued and sold at a discount from their stated principal amount.
Original issue discount securities provide that, upon acceleration of their maturity, an amount less than their
principal amount will become due and payable. We will describe the U.S. federal income tax consequences and
other considerations applicable to original issue discount securities in any prospectus supplement relating to
them.

Holders of Debt Securities

Book-Entry Holders. We will issue debt secmities in book-entry fonn only, unless we specify otherwise in
the applicable prospectus supplement. This means the debt securities will be represented by one or more global
securities registered in the name of a financial institution that holds them as depository on behalf of other
financial institutions that participate in the depository's book-entry system. These participating institutions, in
turn, hold beneficial interests in the debt securities on behalf of themselves or their customers.

Under the indenture, we will recognize as a holder only the person in whose name a debt security is
registered. Consequently, for debt securities issued in global form, we will recognize only the depository as the
holder of the debt securities and we will make aU payments on the debt securities to the depository. The
depository passes along the payments it receives to its participants, which in turn pass the payments along to their
customers who are the beneficial owners. The depository and its participants do so under agreements they have
made with one another or with their customers; they are not obligated to do so under the tenns of the debt
securities. As a result, you will not own the debt securities directly. Instead, you will own beneficial interests in a
global security, through a bank, broker or other financial institution that participates in the depository's book­
entry system or holds an interest through a participant. As long as the debt securities are issued in global form,
you will be an indirect holder, and not a holder, of the debt securities.

Street Name Holders. In the future we may terminate a global security or issue debt secmities initially in
non-global form. In these cases, you may choose to hold your debt securities in your own name or in "street
name." Debt securities held in street name would be registered in the name of a bank, broker or other financial
institution that you choose, and you would hold only a beneficial interest in those debt securities through an
account you maintain at that institution.
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For debt securities held in street name, we will recognize only the intermediary banks, brokers and other
financial institutions in whose names the debt securities are registered as the holders of those debt securities, and
we will make all payments on those debt securities to them. These institutions pass along the payments they
receive to their customers who are the beneficial owners, but only because they agree to do so in their customer
agreements or because they are legally required to do so. If you hold debt secmities in street name you will be an
indirect holder, and not a holder, of those debt securities.

Legal Holders. Our obligations, as well as the obligations of the trustee and those of any third parties
employed by us or the trustee, run only to the legal holders of the debt securities. We do not have obligations to
you if you hold beneficial interests in global securities, in street name or by any other indirect means. This will
be the case whether you choose to be an indirect holder of a debt security or have no choice because we are
issuing the debt securities only in global form.

For example, once we make a payment or give a notice to the holder, we have no further responsibility for
the payment or notice, even if that holder is required, under agreements with depository participants or customers
or by law, to pass it along to the indirect holders but does not do so. Similarly, if we want to obtain the approval
of the holders for any purpose (for example, to amend the indenture or to relieve us of the consequences of a
default or of our obligation to comply with a particular provision of the indenture) we would seek the approval
only from the holders, and not the indirect holders, of the debt securities. Whether and how the holders contact
the indirect holders is up to the holders.

When we refer to you, we mean those who invest in the debt securities being offered by this prospectus,
whether they are the holders or only indirect holders of those debt securities. When we refer to your debt
securities, we mean the debt securities in which you hold a direct or indirect interest.

Special Considerations for Indirect Holders. If you hold debt securities through a barile, broker or other
financial institution, either in book-entry form or in street name, you should check with your own institution to
find out:

how it handles securities payments and notices;

whether it imposes fees or charges;

how it would handle a request for the holders' consent, if ever required;

whether and how you can instruct it to send you debt securities registered in your own name so you can
be a holder, if that is permitted in the future;

how it would exercise rights under the debt securities if there were a default or other event triggering
the need for holders to act to protect their interests; and

if the debt securities are in book-entry fonn, how the depository's rules and procedures will affect these
matters.

Global Securities

What is a Global Security? We will issue each debt security under the indenture in book-entry form only,
unless we specify otherwise in the applicable prospectus supplement. A global security represents one or any
other number of individual debt securities. Generally, all debt securities represented by the same global secmities
will have the same terms. We may, however, issue a global security that represents multiple debt securities that
have different terms and are issued at different times. We call this kind of global security a master global
security.

Each debt security issued in book-entry form will be represented by a global secmity that we deposit with
and register in the name of a financial institution or its nominee that we select. The financial institution that we
select for this purpose is called the depository. Unless we specify otherwise in the applicable prospectus
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supplement, The Depository Trust Company, New York, New York, known as DTC, will be the depository for
all debt securities issued in book-entry form.

A global security may not be transferred to or registered in the name of anyone other than the depository or
its nominee, unless special termination situations arise. We describe those situations below under "Special
Situations When a Global Security Will Be Tenninated." As a result of these arrangements, the depository, or its
nominee, will be the sale registered owner and holder of all debt securities represented by a global security, and
investors will be permitted to own only beneficial interests in a global security. Beneficial interests must be held
by means of an account with a broker, bank or other financial institution that in tum has an account with the
depository or with another institution that does. Thus, if your security is represented by a global security, you
will not be a holder of the debt security, but only an indirect holder of a beneficial interest in the global security.

Special Considerations for Global Securities. We do not recognize an indirect holder as a holder of debt
securities and instead deal only with the depository that holds the global security. The account mles of your
financial institution and of the depository, as well as general laws relating to securities transfers, will govern your
rights relating to a global security.

1£ we issue debt securities only in the form of a global security, you should be aware of the following:

you cannot cause the debt securities to be registered in your name, and cannot obtain non-global
certificates for your interest in the debt securities, except in the special situations that we describe
below;

you will be an indirect holder and must look to your own bank or broker for payments on the debt
securities and protection of your legal rights relating to the debt securities, as we describe under
"Holders of Debt Securities" above;

you may not be able to sell interests in the debt securities to some insurance companies and to other
institutions that are required by law to own their securities in non-book-entry form;

you may not be able to pledge your interest in a global security in circumstances where certificates
representing the debt securities must be delivered to the lender or other beneficiary of the pledge in
order for the pledge to be effective;

the depository's policies, which may change from time to time, will govern payments, transfers,
exchanges and other matters relating to your interest in a global security. We and the tmstee have no
responsibility for any aspect of the depository's actions or for its records of ownership interests in a
global security. We and the trustee also do not supervise the depository in any way;

DTC requires, and other depositories may require, that those who purchase 1U1d sell interests in a global
security within its book-entry system use immediately available funds and your broker or bank may
require you to do so as well; and

fimmcial institutions that participate in the depository's book-entry system, and through which you
hold your interest in a global security, may also have their own policies ailecting payments, notices and
other matters relating to the debt security. Your chain of ownership may contain more than one
financial intermediary. We do not monitor and are not responsible for the actions of any of those
intennediaries.

Special Situations When a Global Security Will Be Tenninated. In a few special situations described below,
a global security will be terminated and interests in it will be exchanged for certificates in non-global fonn
representing the debt securities it represented. After that exchange, you will be able to choose whether to hold the
debt securities directly or in street name. You must consult your own bank or broker to find out how to have your
interests in a global security transferred on termination to your own name, so that you win be a holder. We have
described the rights of holders and street name investors above under "Holders of Debt Securities."
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The special situations for tennination of a global security are as follows:

• if the depository notifies us that it is unwilling, unable or no longer qualified to continue as depository
for that global security and we do not appoint another institution to act as depository within 60 days;

if we notify the trustee that we wish to tenninate that global security; or

• if an event of default has occurred with regard to debt securities represented by that global security and
has not been cured or waived. We discuss defaults later under "Events of Default."

If a global security is terminated, only the depository, and not we or the trustee, is responsible for
deciding the names of the intermediary banks, brokers and other financial institutions in whose names the debt
securities represented by the global security are registered, and, therefore, who will be the holders of those debt
securities.

Covenants

This section summarizes the material covenants in the indenture. Please refer to the applicable prospectus
supplement for information about any changes to our covenants, including any addition or deletion of a covenant,
and to the indenture for information on other covenants not described in this prospectus or the applicable
prospectus supplement.

Limitations on Liens. We covenant in the indenture that we will not, and will not permit any of our
Restricted Subsidiaries to, create, incur, issue or assume any Indebtedness secured by any Lien on any Principal
Property, or on shares of stock or Indebtedness of any Restricted Subsidiary, known as Restricted Securities,
without making effective provision for the Outstanding Securities, other than debt securities of any series not
entitled to the benefit of this covenant, to be secured by a Lien equally and ratably with, or prior to (or in the case
of debt securities of any series that are subordinated in right of payment to the Indebtedness secured by such
Lien, by a Lien subordinated to), the Lien securing such Indebtedness for so long as the Indebtedness is so
secured, except that the foregoing restriction does not apply to:

• any Lien existing on the date of the first issuance of debt securities of the relevant series under the
indenture or existing on such other date as may be specified in any supplemental indenture, board
resolution or officer's certificate with respect to such series;

• any Lien on any Principal Property or Restricted Securities of any person existing at the time that
person is merged or consolidated with or into us or a Restricted Subsidiary, or this person becomes a
Restricted Subsidiary, or arising thereafter otherwise than in connection with the borrowing of money
arranged thereafter and pursuant to contractual commitments entered into prior to and not in
contemplation of the person's becoming a Restricted Subsidiary;

any Lien on any Principal Property or Restricted Securities existing at the time we or a Restricted
Subsidiary acquire the Principal Property or Restricted Securities, whether or not the Lien is assumed
by us or the Restricted Subsidiary, provided that this Lien may not extend to any other Principal
Property or Restricted Securities of ours or any Restricted Subsidiary;

any Lien on any Principal Property, including any improvements on any existing Principal Property, of
ours or any Restricted Subsidiary, and any Lien on Restricted Securities of a Restricted Subsidiary that
was formed or is held for the purpose of acquiting and holding the Principal Property, in each case to
secure aU or any part of the cost of acquisition, development, operation, construction, alteration, repair
or improvement of all or any part of the Principal Property, or to secure Indebtedness incurred by us or
a Restricted Subsidiary for the purpose of financing all or any part of that cost, provided that the Lien is
created prior to, at the tinle of, or within 12 months after the latest of, the acquisition, completion of
construction or improvement or commencement of commercial operation of that Principal Property
and, provided fmiher, that the Lien may not extend to any other Principal PropeIty of ours or any
Restricted Subsidiary, other than any currently unimproved real property on which the Principal
Property has been constructed or developed or the improvement is located;
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any Lien on any Principal Property or Resuicted Securities to secure Indebtedness owed to us or to a
Restricted Subsidiary;

any Lien in favor of a governmental body to secure advances or other payments under any contract or
statute or to secure Indebtedness incurred to finance the purchase price or cost of constmcting or
improving the property subject to the Lien;

any Lien created in connection with a project financed with, and created to secure, Non-Recourse
Indebtedness;

any extension, renewal, substitution or replacement, or successive extensions, renewals, substitutions
or replacements, in whole or in part, of any Lien referred to in any of the bullet points above, provided
that the Indebtedness secured may not exceed the principal amount of Indebtedness that is secured at
the time of the renewal or refunding, plus any premium, cost or expense in connection with such
extensions, renewals, substitutions or replacements, and that the renewal or refunding Lien must be
limited to all or any part of the same property and improvements, shares of stock or Indebtedness that
secured the Lien that was renewed or refunded; or

any Lien not permitted above securing Indebtedness that, together with the aggregate outstanding
principal amount of other secured Indebtedness that would otherwise be subject to the above
restrictions, excluding Indebtedness secured by Liens permitted under the above exceptions, and the
Attributable Debt in respect of all Sale and Leaseback Transactions, not including Attributable Debt in
respect of any Sale and Leaseback Transactions described in the last two bullet points in the next
succeeding paragraph, would not then exceed 15% of our Consolidated Net Tangible Assets.

Limitation on Sale and Leaseback Transactions. We covenant in the indenture that we wiII not, and will not
permit any Restricted Subsidiary to, enter into any Sale and Leaseback Transaction unless:

we or a Resu'icted Subsidiary would be entitled, without securing the Outstanding Securities of any
series, to incur Indebtedness secured by a Lien on the Principal Property that is the subject of the Sale
and Leaseback Transaction;

the Attributable Debt associated with the Sale and Leaseback Transaction would be in an amount
permitted under the last bullet point of the preceding paragraph;

the proceeds received in respect of the Principal Property so sold and leased back at the time of
entering into the Sale and Leaseback Transaction are to be used for our business and operations or the
business and operations of any Subsidiary; or

within 12 months after the sale or transfer, an amount equal to the proceeds received in respect of the
Principal Property sold and leased back at the time of entering into the Sale and Leaseback Transaction
is applied to the prepayment, other than mandatory prepayment, of any Outstanding Securities or
Funded Indebtedness owed by us or a Restricted Subsidiary, other than Funded Indebtedness that is
held by us or any Restricted Subsidiary or our Funded Indebtedness that is subordinate in right of
payment to any Outstanding Securities that are entitled to the benefit of this covenant.

Definitions. Following are definitions of some of the terms used in the covenants described above.

"Attributable Debt" means, as to any lease under which a person is at the time liable for rent, at a date that
liability is to be determined, the total net amount of rent required to be paid by that person under the lease during
the remaining term, excluding amounts required to be paid on account of maintenance and repairs, services,
insurance, taxes, assessments, water rates and similar charges and contingent rents, discounted from the
respective due dates thereof at the rate of interest (or Yield to Maturity, in the case of original issue discount
securities) borne by the then Outstanding Securities, compounded monthly.

"Capital Stock" means any and all shares, interests, rights to purchase, warrants, options, participations or
other equivalents of or interests, however designated, in stock issued by a corporation.
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"Consolidated Net Tangible Assets" means the aggregate amount of assets, less applicable reserves and
other properly deductible items, after deducting:

all current liabilities, excluding any portion thereof constituting Funded Indebtedness; and

all goodwill, trade names, trademarks, patents, unamortized debt discount and expense and other like
intangibles,

all as set forth on our most recent consolidated balance sheet contained in our latest quarterly or annual report
filed with the SEC under the Securities Exchange Act of 1934, as amended, and computed in accordance with
generally accepted accounting principles.

"Funded Indebtedness" means, as applied to any person, all Indebtedness of the person maturing after, or
renewable or extendible at the option of the person beyond, 12 months from the date of determination.

"Indebtedness" means obligations for money borrowed, evidenced by notes, bonds, debentures or other
similar evidences of indebtedness.

"Lien" means any lien, mortgage, pledge, encumbrance, charge or security interest securing Indebtedness;
provided, however, that the following types of transactions will not be considered, for purposes of this definition,
to result in a Lien:

any acquisition by us or any Restricted Subsidiary of any property or assets subject to any reservation
or exception under the terms of which any vendor, lessor or assignor creates, reserves or excepts or has
created, reserved or excepted an interest in oil, gas or any other mineral in place or the proceeds of that
interest;

any conveyance or assignment whereby we or any Restricted Subsidiary conveys or assigns to ,my
person or persons an interest in oil, gas or ,my other mineral in place or the proceeds of that interest;

any Lien upon any property or assets either owned or leased by us or a Restricted Subsidiary or in
which we or any Restricted Subsidiary owns an interest that secures for the benefit of the person or
persons paying the expenses of developing or conducting operations for the recovery, storage,
transportation or sale of the mineral resources of the property or assets, or property or assets with
which it is unitized, the payment to the person or persons of our proportionate part or the Restricted
Subsidiary's proportionate part of the development or operating expenses;

any lease classified as an operating lease under generally accepted accounting principles;

any hedging arrangements entered into in the ordinary course of business, including any obligation to
deliver any mineral, commodity or asset; or

any guarantees that we make for the repayment of Indebtedness of any Subsidiary or guarantees by any
Subsidiary of the repayment of Indebtedness of any entity, including Indebtedness of Atmos Energy
Marketing, LLC.

"Non-Recourse Indebtedness" means, at any time, Indebtedness incurred after the date of the indenture by
us or a Restricted Subsidiary in connection with the acquisition of property or assets by us or a Restricted
Subsidiary or the financing of the construction of or improvements on property, whenever acquired, provided
that, under the tenns of this Indebtedness and under applicable law, the recourse at the time and thereafter of the
lenders with respect to this Indebtedness is limited to the property or assets so acquired, or the construction or
improvements, including Indebtedness as to which a performance or completion guarantee or similar undertaking
was initially applicable to the Indebtedness or the related property or assets if the guarantee or similar
undertaking has been satisfied and is no longer in effect Indebtedness which is otherwise Non-Recourse
Indebtedness will not lose its character as Non-Recourse Indebtedness because there is recourse to us, any
subsidiary of ours or any other person for (a) environmental or tax warranties and indemnities and such other
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representations, warranties, covenants and indemnities as are customarily required in such transactions or
(b) indemnities for and liabilities arising from fraud, misrepresentation, misapplication or non-payment of rents,
profits, insurance imd condemnation proceeds and other sums actually received from secured assets to be paid to
the lender, waste and mechwics' liens or similar matters.

"Principal Property" means any natural gas distribution property located in the United States, except any
property that in the opinion of our board of directors is not of material importance to the total business conducted
by us wd of our consolidated Subsidiaries.

"Restricted Subsidiary" means any Subsidiary the amount of Consolidated Net Tangible Assets of which
constitutes more than 10% of the aggregate amount of Consolidated Net Tangible Assets of us wd our
Subsidiaries.

"Sale and Leaseback Transaction" means wy arrangement with any person in which we or any Restricted
Subsidiary leases any Principal Properiy that has been or is to be sold or transferred by us or the Restricted
Subsidiary to that person, other than any such arrangement involving:

a lease for a term, including renewals at the option of the lessee, of not more than three years or
classified as an operating lease under generally accepted accounting principles;

leases between us and a Restricted Subsidiary or between Restricted Subsidiaries; and

leases of a Principal Property executed by the time of, or within 12 months after the latest of, the
acquisition, the completion of construction or improvement, or the commencement of commercial
operation, of the Principal Property, whichever is later.

"Subsidiary" of ours means:

a corporation, a majority of whose Capital Stock with rights, under ordinary circumstances, to elect
directors is owned, directly or indirectly, at the date of determination, by us, by one or more of our
Subsidiaries or by us and one or more of our Subsidiaries; or

any other person, other than a corporation, in which at the date of determination we, one or more of our
Subsidiaries or we and one or more of our Subsidiaries, directly or indirectly, have at least a majority
ownership and power to direct the policies, management and affairs of that person,

Consolidation, Merger or Sale ofAssets. Under the terms of the indenture, we will be generally permitted to
consolidate with or merge into another entity. We will also be permitted to sell or transfer our assets substantially
as an entirety to another entity. However, we may not take any of these actions unless all of the following
conditions are met:

the resulting entity must agree to be legally responsible for all our obligations relating to the debt
securities and the indenture;

the transaction must not cause a default or an Event of Default, as described below;

the resulting entity must be organized under the laws of the United States or one of the states or the
District of Columbia; and

we must deliver an officers' certificate and legal opinion to the tmstee with respect to the transaction.

In the event that we engage in one of these transactions and comply with the conditions listed above, we
would be discharged from all our obligations and covenants under the indenture and all obligations under the
Outstanding Securities, with the successor corporation or person succeeding to our obligations and covenants.

In the event that we engage in one of these transactions, the indenture provides that, if any Principal
Property or Restricted Securities would thereupon become subject to any Lien securing the Indebtedness, the
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debt securities, other than debt securities not entitled to the benefits of specified covenants, must be secured, as to
such Principal Property or Restricted Securities, equally and ratably with (or prior to or, in the case of debt
securities that are subordinated in right of payment to the Indebtedness secured by such Lien or in the case of
other Indebtedness of ours that is subordinated to the debt securities, on a subordinated basis to such Lien
securing) the Indebtedness or obligations that upon the occurrence of such transaction would become secured by
the Lien, unless the Lien could be created under the indenture without equally and ratably securing the debt
securities (or, in the case of debt securities that are subordinated in right of payment to the Indebtedness secured
by such Lien, on a subordinated basis to such Lien).

Modification or Waiver

There are two types of changes that we can make to the indenture and the debt securities.

Changes Requiring Approval. With the approval of the holders of at least a majority in principal amount of
all outstanding debt securities of each series affected (including any such approvals obtained in connection with a
tender or exchange offer for outstanding debt securities), we may make any changes, additions or deletions to any
provisions of the indenture applicable to the affected series, or modify the rights of the holders of the debt
secmities of the affected series. However, without the consent of each holder affected, we cannot:

change the stated maturity of the principal of, any premium on, or the interest on a debt security;

reduce the principal amount, any premium on, or the rate of interest on a debt security;

change any of our obligations to pay Additional Amounts;

reduce the amount payable upon acceleration of maturity following the default of a debt security whose
principal amount payable at stated maturity may be more or less than its principal face amount at
original issuance or an original issue discount security;

adversely affect any right of repayment at the holder's option;

change the place of payment of a debt security;

impair the holder's right to sue for payment;

adversely affect any right to convert or exchange a debt security;

reduce the percentage of holders of debt securities whose consent is needed to modify or amend the
indenture; or

modify certain provisions of the indenture dealing with suits for enforcement of payment by the tmstee
or modification and waiver, except to increase any percentage of consents required to amend the
indenture or for any waiver, or to modify the provisions of the indenture dealing with the unconditional
right of the holders of the debt securities to receive principal, premium, if any, and interest.

Changes Not Requiring Approval. The second type of change does not require any vote by the holders of the
debt securities. This type is limited to clarifications and certain other changes that would not adversely affect
holders of the outstanding debt securities in any material respect. Additionally, we do not need any approval to
make any change that affects only debt securities to be issued under the indenture after the changes take effect.

Further Details Concerning Voting. When taking a vote, we will use the following mles to decide how
much principal amount to attribute to a debt security:

for original issue discount securities, we will use the principal amount that would be due and payable
on the voting date if the maturity of the debt securities were accelerated to that date because of a
default; and

for debt securities whose principal amount is not known (for example, because it is based on an index)
we will use a special rule for that debt security described in the applicable prospectus supplement.
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Debt securities will not be considered outstanding, and therefore not eligible to vote, if we have deposited or
set aside in trust money for their payment or redemption. Debt securities will also not be eligible to vote if they
have been fully defeased as described later under "Defeasance and Covenant Defeasance."

Book-entry and other indirect holders should consult their banks or brokers for information on how
approval may be granted or denied if we seek to change the indenture or the debt securities or request a
waiver.

Events of Default

Holders of debt securities will have special rights if an Event of Default occurs as to the debt securities of
their series that is not cured, as described later in this subsection. Please refer to the applicable prospectus
supplement for infol1l1ation about any changes to the Events of Default, including any addition of a provision
providing event risk or similar protection.

What is an Event ofDefault? The tenn "Event of Default" as to the debt securities of a series means any of
the following:

we do not pay interest on a debt security of the series within 30 days of its due date;

we do not pay the principal of or any premium, if any, on a debt security of the series on its due date;

we do not deposit any sinking fund payment when and as due by the temlS of any debt securities
requiring such payment;

we remain in breach of a covenant or agreement in the indenture, other than a covenant or agreement
not for the benefit of the series, for 60 days after we receive written notice stating that we are in breach
from the trustee or the holders of at least 25 percent of the principal amount of the debt securities of the
series;

we or a Restricted Subsidiary is in default under any matured or accelerated agreement or instrument
under which we have outstanding Indebtedness for borrowed money or guarantees, which individually
is in excess of $25,000,000, and we have not cured any acceleration within 30 days after we receive
notice of this default from the trustee or the holders of at least 25 percent of the principal amount of the
debt securities of the series, unless prior to the entry of judgment for the trustee, we or the Restricted
Subsidiary remedy the default or the default is waived by the holders of the indebtedness;

we file for bankruptcy or other events of bankruptcy, insolvency or reorganization occur; or

any other Event of Default provided for the benefit of debt securities of the series.

An Event of Default for a particular series of debt securities will not necessarily constitute an Event of
Default for any other series of debt securities issued under the indenture.

The trustee may witW10ld notice to the holders of debt securities of a particular series of any default if it
considers its withholding of notice to be in the interest of the holders of that series, except that the trustee may
not withhold notice of a default in the payment of the principal of, any premium on, or the interest on the debt
securities or in the payment of any sinking fund installment with respect to the debt securities.

Remedies ifall Event ofDefault Occurs. If an event of default has occurred and is continuing, the trustee or
the holders of at least 25 percent in principal amount of the debt securities of the affected series may declare the
entire principal amount and all accrued interest of all the debt securities of that series to be due and immediately
payable by notifying us, and the trustee, if the holders give notice, in writing. This is called a declaration of
acceleration of maturity.

If the maturity of any series of debt securities is accelerated and a judgment for payment has not yet been
obtained, the holders of a majority in principal amount of the debt securities of that series may cancel the
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acceleration if all events of default other than the non-payment of principal or interest on the debt securities of
that series that have become due solely by a declaration of acceleration are cured or waived, and we deposit with
the trustee a sufficient sum of money to pay:

all overdue interest on outstanding debt securities of that series;

all unpaid principal and any premium, if any, of any outstanding debt securities of that series that has
become due otherwise than by a declaration of acceleration, and interest on the unpaid principal and
any premium, if any;

all interest on the overdue interest; and

all amounts paid or advanced by the trustee for that series and reasonable compensation of the trustee.

Except in cases of default, where the trustee has some special duties, the trustee is not required to take any
action under the indenture at the request of any holders unless the holders offer the trustee reasonable protection
from expenses and liability. This is called an indemnity. If reasonable indenmity is provided, the holders of a
majority in principal amount of the outstanding debt securities of the relevant series may direct the time, method
and place of conducting any lawsuit or other formal legal action seeking any remedy available to the trustee. The
trustee may refuse to follow those directions if the directions conflict with any law or the indenture or expose the
trustee to personal liability. No delay or omission in exercising any right or remedy will be treated as a waiver of
that right, remedy or Event of Default.

Before a holder is allowed to bypass the trustee and bring his or her own lawsuit or other fOffilallegal action
or take other steps to enforce his or her rights or protect his or her interest relating to the debt securities, the
following must occur:

the holder must give the trustee written notice that an Event of Default has occuned and remains
uncured;

the holders of at least 25 percent in principal amount of all outstanding debt securities of the relevant
series must make a written request that the trustee take action because of the default and must offer
reasonable indemnity to the trustee against the cost and other liabilities of taking that action;

the trustee must not have instituted a proceeding for 60 days after receipt of the above notice and offer
of indemnity; and

the holders of a majority in principal amount of the debt securities must not have given the trustee a
direction inconsistent with the above notice during the 6O-day period.

However, a holder is entitled at any time to bring a lawsuit for the payment of money due on his or her debt
securities on or after the due date without complying with the foregoing.

Holders of a majority in principal amount of the debt securities of the affected series may waive any past
defaults other than the following:

the payment of principal, any premium, or interest on any debt security; or

in respect of a covenant that under the indenture cmillot be modified or amended without the consent of
each holder affected.

Each year, we will fWllish the trustee with a written statement of two of our officers certifying that, to their
knowledge, we are in compliance with the indenture and the debt securities, or else specifying any default.

Book-entry and other indirect holders should consult their banks or brokers for information on how to give
notice or direction to or make a request of the trustee and how to declare or cancel an acceleration.
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Defeasance and Covenant Defeasance

Unless we provide otherwise in the applicable prospectus supplement, the provisions for full defeasance and
covenant defeasance described below apply to each series of debt securities. In general, we expect these
provisions to apply to each debt security that is not a floating rate or indexed debt security.

Full Defeasance. If there is a change in U.S. federal tax law, as described below, we can legally release
ourselves from all payment and other obligations on the debt securities, called "full defeasance," if we put in
place the following arrangements for you to be repaid:

we must deposit in tmst for the benefit of all holders of the debt securities a combination of money and
obligations issued or guaranteed by the U.S. govemment that will generate enough cash to make
interest, principal and any other payments on the debt securities on their various due dates; and

we must deliver to the trustee a legal opinion confirming that there has been a change in current federal
tax law or an IRS mling that lets us make the above deposit without causing you to be taxed on the debt
securities any differently than if we did not make the deposit and just repaid the debt securities
ourselves at maturity.

If we ever did accomplish defeasance, as described above, you would have to rely solely on the tmst deposit
for repayment of the debt securities. You could not look to us for repayment in the event of any shortfall.
Conversely, the tmst deposit would most likely be protected from claims of our lenders and other creditors if we
ever become bankrupt or insolvent. If we accomplish a defeasance, we would retain only the obligations to
register the transfer or exchange of the debt securities, to maintain an office or agency in respect of the debt
securities and to hold moneys for payment in trust.

Covenant Defeasance. Under current federal tax law, we can make the same type of deposit described above
and be released from any restrictive covenants in the indenture. This is called "covenant defeasance." In that
event, you would lose the protection of any such covenants but would gain the protection of having money and
obligations issued or guaranteed by the U.S. government set aside in tmst to repay the debt securities. In order to
achieve covenant defeasance, we must do the following:

deposit in trust for your benefit and the benefit of all other direct holders of the debt securities a
combination of money and obligations issued or guaranteed by the U.S. government that will generate
enough cash to make interest, principal and any other payments on the debt securities on their various
due dates; and

deliver to the trustee a legal opinion of our counsel confirming that, under current federal income tax law,
we may make the deposit described above without causing you to be taxed on the debt securities any
differently than if we did not make the deposit and just repaid the debt securities ourselves at maturity.

If we accomplish covenant defeasance, you can still look to us for repayment of the debt securities if there
were a shortfall in the tmst deposit or the trustee is prevented from making payment. In fact, if one of the
remaining Events of Default occurred, such as our bankruptcy, and the debt securities became immediately due
and payable, there may be a shortfall. Depending on the event causing the default, you may not be able to obtain
payment of the shortfall.

Debt Securities Issued in Non-Global Form

If any debt secmities cease to be issued in global form, they will be issued:

only in fully registered form;

without interest coupons; and

• unless we indicate otherwise in the prospectus supplement, in denominations of $2,000 and amounts
that are integral multiples of $1,000 in excess thereof.
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Holders may exchange their debt securities that are not in global form for debt securities of smaller
denominations or combined into fewer debt securities of larger denominations, as long as the total principal
amount is not changed.

Holders may exchange or transfer their debt securities at the office of the trustee. We may appoint the
trustee to act as our agent for registering debt securities in the names of holders transferring debt securities, or we
may appoint another entity to peIform these functions or perform them ourselves.

Holders will not be required to pay a service charge to transfer or exchange their debt securities, but they
may be required to pay for any tax or other governmental charge associated with the transfer or exchange. The
transfer or exchange will be made only if our transfer agent is satisfied with the holder's proof of legal
ownership.

If we have designated additional transfer agents for a holder's debt security, they will be named in the
applicable prospectus supplement. We may appoint additional transfer agents or cancel the appointment of any
particular transfer agent. We may also approve a change in the office through which any transfer agent acts.

If any debt securities are redeemable and we redeem less than all those debt securities, we may stop the
transfer or exchange of those debt securities during the period beginning 15 days before the day we mail the
notice of redemption and ending on the day of that mailing, in order to freeze the list of holders to prepare the
mailing. We may also refuse to register transfers or exchanges of any debt securities selected for redemption,
except that we will continue to permit transfers and exchanges of the unredeemed portion of any debt security
that will be partially redeemed.

If a debt security is issued as a global security, only the depository will be entitled to transfer and exchange
the debt security as described in this section, since it will be the sale holder of the debt security.

Payment Mechanics

Who Receives Payment? If interest is due on a debt security on an interest payment date, we will pay the
interest to the person or entity in whose name the debt security is registered at the close of business on the regular
record date, discussed below, relating to the interest payment date. If interest is due at maturity but on a day that
is not an interest payment date, we will pay the interest to the person or entity entitled to receive the principal of
the debt security. If principal or another amount besides interest is due on a debt security at maturity, we will pay
the amount to the holder of the debt security against surrender of the debt security at a proper place of payment,
or, in the case of a global security, in accordance with the applicable policies of the depository.

Payments on Global Securities. We will make payments on a global security in accordance with the
applicable policies of the depository as in effect from time to time. Under those policies, we will pay directly to
the depository, or its nominee, and not to any indirect holders who own beneficial interests in the global security.
An indirect holder's right to those payments will be governed by the rules and practices of the depository and its
pmticipants, as described above under "What is a Global Security?".

Payments on Non~Global Securities. For a debt security in non~global form, we will pay interest that is due
on an interest payment date by check mailed on the interest payment date to the holder at his or her address
shown on the trustee's records as of the close of business on the regular record date. We will make all other
payments by check, at the paying agent described below, against surrender of the debt security. We will make all
payments by check in next~day funds; for example, funds that become available on the day after the check is
cashed.

Alternatively, if a non~global security has a face amount of at least $1,000,000 and the holder asks us to do
so, we will pay any amount that becomes due on the debt security by wire transfer of immediately available
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funds to an account at a bank in New York City on the due date. To request wire payment, the holder must give
the paying agent appropriate transfer instructions at least five business days before the requested wire payment is
due. In the case of any interest payment due on ~m interest payment date, the instructions must be given by the
person who is the holder on the relevant regular record date. In the case of any other payment, we will make
payment only after the debt security is surrendered to the paying agent. Any wire instructions, once properly
given, will remain in effect unless and until new instructions are given in the manner described above.

Regular Record Dates. We will pay interest to the holders listed in the trustee's records as the owners of the
debt securities at the close of business on a particular day in advance of each interest payment date. We will pay
interest to these holders if they are listed as the owner even if they no longer own the debt security on the interest
payment date. That particular day, usually about two weeks in advance of the interest payment date, is called the
"regular record date" and will be identified in the prospectus supplement.

Payment When Offices Are Closed. If any payment is due on a debt security on a day that is not a business
day, we will make the payment on the next business day. Payments postponed to the next business day in this
situation will be treated under the indenture as if they were made on the original due date. A postponement of
this kind will not result in a default under any debt security or the indenture, and no interest will accrue on the
postponed amount from the original due date to the next business day.

Paying Agents. We may appoint one or more financial institutions to act as our paying agents, at whose
designated offices debt securities in non-global form may be surrendered for payment at their maturity. We call
each of those offices a paying agent. We may add, replace or terminate paying agents from time to time. We may
also choose to act as our own paying agent. Initially, we have appointed the tmstee, at its corporate tmst office in
New York City, as the paying agent. We must notify you of changes in the paying agents.

Book-entry and other indirect holders should consult their banks or brokers for information on how they will
receive payments on their debt securities.

The Trustee Under the Indenture

U.S. Bank National Association is the trustee under the indenture for our debt securities. We will identify
any other entity acting as the trustee for a series of debt securities that we may offer in the prospectus supplement
for the offering of such debt securities.

The trustee may resign or be removed with respect to one or more series of debt securities and a successor
trustee may be appointed to act with respect to these series.

DESCRIPTION OF COMMON STOCK

General

Our authorized capital stock consists of 200,000,000 shares of common stock, of which 93,146,536 shares
were outstanding on March 26, 2010. Each of our shares of common stock is entitled to one vote on all matters
voted upon by shareholders. Our shareholders do not have cumulative voting rights. Our issued and outstanding
shares of common stock are fully paid and nonassessable. There are no redemption or sinking fund provisions
applicable to the shares of our common stock, and such shares are not entitled to any preemptive rights. Since we
are incorporated in both Texas and Virginia, we must comply Witll the laws of both states when issuing shares of
our common stock.

Holders of our shares of common stock are entitled to receive such dividends as may be declared from time
to time by our board of directors from our assets legally available for the payment of dividends and, upon our
liquidation, a pro rata share of all of our assets available for distribution to our shareholders.

American Stock Transfer & Tmst Company is the registrar and transfer agent for our common stock.
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Charter and Bylaws Provisions

Some provisions of our articles of incorporation and bylaws may be deemed to have an "anti-takeover"
effect. The following description of these provisions is only a summary, and we refer you to our articles of
incorporation and bylaws for more information. Our articles of incorporation and bylaws are included as exhibits
to our annual reports on Form 10-K filed with the SEC. See "Where You Can Find More Information."

Classification ofthe Board. Our board of directors is currently divided into three classes, each of which
consists, as nearly as may be possible, of one-third of tlle total number of directors constituting the entire board.
There are cunently 13 directors serving on the board, with each class of directors serving a three-year term.
However, at our annual meeting of shareholders in February 2010, our shareholders approved our proposal to
amend the articles of incorporation to eliminate the classification of our board of directors. The proposal provides
that any director currently serving on the board will continue to serve until the expiration of the term for which
he or she was elected. Accordingly, beginning with the 2011 annual meeting of our shareholders and thereafter,
successors to the class of directors whose term expires at that annual meeting will be elected for one-year terms.
That means that until after the annual meeting of shareholders in 2012, the classification of directors could have
the effect of making it more difficult for shareholders, including those holding a majority of tl1e outstanding
shares, to force an immediate change in the composition of the board. Until that time, two shar"eholder meetings,
instead of one, would be required to effect a change in the majority of our board.

Cumulative Voting. Our articles of incorporation prohibit cumulative voting. In general, in the absence of
cumulative voting, one or more persons who hold a majority of our outstanding shares can elect all of the
directors who are subject to election at any meeting of shareholders.

Removal ofDirectors. Our articles of incorporation and bylaws also provide that our directors may be
removed only for cause and upon the affirmative vote of the holders of at least 75 percent of the shares then
entitled to vote at an election of directors.

Fair Price Provisions. Article VII of our articles of incorporation provides certain "Fair Price Provisions"
for our shareholders. Under Article VII, a merger, consolidation, sale of assets, share exchange, recapitalization
or other similar transaction, between us or a company controlled by or under common control with us and any
individual, corporation or other entity which owns or controls 10 percent or more of our voting capital stock,
would be required to satisfy the condition that the aggregate consideration per share to be received in the
transaction for each class of our voting capital stock be at least equal to the highest per share price, or equivalent
price for any different classes or series of stock, paid by the 10 percent shareholder in acquiring any of its
holdings of our stock. If a proposed transaction with a 10 percent shareholder does not meet this condition, then
the transaction must be approved by the holders of at least 75 percent of the outstanding shares of voting capital
stock held by our shareholders other than the 10 percent shareholder, unless a majority of the directors who were
members of our board immediately prior to the time the 10 percent shareholder involved in the proposed
transaction became a 10 percent shareholder have either:

• expressly approved in advance the acquisition of the outstanding shares of our voting capital stock that
caused the 10 percent shareholder to become a 10 percent shareholder; or

• approved the transaction eitl1er in advance of or subsequent to the 10 percent shareholder becoming a
10 percent shareholder.

The provisions of Article VII may not be amended, altered, changed, or repealed except by the affitmative
vote of at least 75 percent of the votes entitled to be cast thereon at a meeting of our shareholders duly called for
consideration of such amendment, alteration, change, or repeal. In addition, if there is a 10 percent shareholder,
such action must also be approved by the affirmative vote of at least 75 percent of the outstanding shares of our
voting capital stock held by the shar'eholders other than the lO percent shareholder.
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Shareholder Proposals and Director Nominations. Our shareholders can submit shareholder proposals and
nominate candidates for the board of directors if the shareholders follow the advance notice procedures described
in our bylaws.

Shareholder proposals (other than those sought to be included in our proxy statement) must be submitted to
our corporate secretary at least 60 days, but not more than 85 days, before the annual meeting; provided,
however, that if less than 75 days' notice or prior public disclosure of the date of the annual meeting is given or
made to shareholders, notice by the shareholder to be timely must be received by our corporate secretary no later
than the close of business on the 25th day following the day on which such notice of the date of the annual
meeting was provided or such public disclosure was made. The notice must include a description of the proposal,
the shareholder's name and address and the number of shares held, and all other information which would be
required to be included in a proxy statement filed with the SEC if the shareholder were a participant in a
solicitation subject to the SEC's proxy rules. To be included in our proxy statement for an annual meeting, our
corporate secretary must receive the proposal at least 120 days prior to the anniversary of the date we mailed the
proxy statement for the prior year's annual meeting.

To nominate directors, shareholders must submit a written notice to our corporate secretary at least 60 days,
but not more than 85 days, before a scheduled meeting; provided, however, that if less than 75 days' notice or
prior public disclosure of the date of the annual meeting is given or made to shareholders, such nomination shall
have been received by our corporate secretary no later than the close of business on the 25th day following the
day on which such notice of the date of the annual meeting was mailed or such public disclosure was made. The
notice must include the name and address of the shareholder and of the shareholder's nominee, the number of
shares held by the shareholder, a representation that the shareholder is a holder of record of common stock
entitled to vote at the meeting, and that the shareholder intends to appear in person or by proxy to nominate the
persons specified in the notice, a description of any arrangements between the shareholder and the shareholder's
nominee, infoffi1ation about the shareholder's nominee required by the SEC and the written consent of the
shareholder's nominee to serve as a director.

Shareholder proposals and director nominations that are late or that do not include all required information
may be rejected. This could prevent shareholders from bringing certain matters before an annual or special
meeting or making nominations for directors.

PLAN OF DISTRIBUTION

We may sell the securities offered by this prospectus and a prospectus supplement as follows:

through agents;

• to or through underwriters;

through dealers;

directly by us to purchasers; or

through a combination of any such methods of sale.

We, directly or through agents or dealers, may sell, and the underwriters may resell, the securities in one or
more transactions, including:

transactions on the New York Stock Exchange or any other organized market where the securities may
be traded;

in the over-the-counter market;

in negotiated transactions; or

through a combination of any such methods of sale.
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The securities may be sold at a fixed price or prices which may be changed, at market prices prevailing at
the time of sale, at prices related to such prevailing market prices or at negotiated prices.

Agents designated by us from time to time may solicit offers to purchase the securities. We will name any such
agent involved in the offer or sale of the securities and set forth any commissions payable by us to such agent in a
prospectus supplement relating to any such offer and sale of securities. Unless otherwise indicated in the prospectus
supplement, any such agent will be acting on a best efforts basis for the period of its appointment. Any such agent
may be deemed to be an underwriter of the securities, as that term is defined in the Securities Act.

If underwriters are used in the sale of securities, securities will be acquired by the underwriters for their own
account and may be resold from time to time in one or more transactions. Securities may be offered to the public
either through underwriting syndicates represented by one or more managing underwriters or directly by one or
more firms acting as underwriters. If an underwriter or underwriters are used in the sale of securities, we will
execute an underwriting agreement with such underwriter or underwriters at the time an agreement for such sale
is reached. We will set forth in the prospectus supplement the names of the specific managing underwriter or
underwriters, as well as any other underwriters, and the terms of the transactions, including compensation of the
underwriters and dealers. Such compensation may be in the form of discounts, concessions or commissions.
Underwriters and others participating in any offeling of securities may engage in transactions that stabilize,
maintain or otherwise affect the price of such securities. We will describe any such activities in the prospectus
supplement.

We may elect to list any class or series of securities on any exchange, but we are not currently obligated to
do so. It is possible that one or more undenvriters, if any, may make a market in a class or series of securities, but
the underwIiters will not be obligated to do so and may discontinue any market making at any time without
notice. We cannot give any assurance as to the liquidity of the trading market for any of the securities we may
offer.

If a dealer is used in the sale of the securities, we or an underwriter will sell such securities to the dealer, as
principal. The dealer may then resell such securities to the public at varying prices to be determined by such
dealer at the time of resale. The prospectus supplement will set forth the name of the dealer and the terms of the
transactions.

We may directly solicit offers to purchase the securities, and we may sell directly to institutional investors
or others. These persons may be deemed to be underwriters within the meaning of the Securities Act with respect
to any resale of the securities. The prospectus supplement will describe the terms of any such sales, including the
terms of any bidding, auction or other process, if used.

Agents, underwriters and dealers may be entitled under agreements which may be entered into with us to
indemnification by us against specified liabilities, including liabilities under the Securities Act, or to contribution
by us to payments they may be required to make in respect of such liabilities. The prospectus supplement will
describe the terms and conditions of such indemnification or contribution. Some of the agents, underwriters or
dealers, or their affiliates, may engage in transactions with or perform services for us and our subsidiaries in the
ordinary course of their business.

LEGAL MATTERS

Gibson, Dunn & Crutcher LLP, Denver, Colorado, and Hunton & Williams LLP, Richmond, Virginia, have
each rendered an opinion with respect to the validity of the securities that may be offered under this prospectus.
We filed these opinions as exhibits to the registration statement of which this prospectus is a part. If counsel for
any underwriters passes on legal matters in connection with an offering made under this prospectus, we will
name that counsel in the prospectus supplement relating to that offering.
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EXPERTS

The consolidated financial statements of Atmos Energy appearing in Atmos Energy Corporation's Annual
Report (Form 10-K) for the fiscal year ended September 30, 2009 (including the schedule appearing therein), and
the effectiveness of Atmos Energy Corporation's internal control over financial reporting as of September 30,
2009 have been audited by Ernst & Young LLP, independent registered public accounting finn, as set forth in
their reports thereon, included therein, and incorporated herein by reference. Such consolidated financial
statements are incorporated herein by reference in reliance upon such reports given on the authority of such finn
as experts in accounting and auditing.

With respect to the unaudited condensed consolidated interim financial information of Atmos Energy for the
three-month periods ended December 31, 2009 and 2008, incorporated herein by reference, Ernst & Young LLP
reported that they have applied limited procedures in accordance with professional standards for a review of such
information. However, their separate report dated February 3, 201 0, included in our quarterly report on
Form 10-Q for the three-month period ended December 3J, 2009, and incorporated herein by reference, states
that they did not audit and they do not express an opinion on that interim financial information. Accordingly, the
degree of reliance on their report on such information should be restricted in light of the limited nature of the
review procedures applied. EInst & Young LLP is not subject to the liability provisions of Section 11 of the
Securities Act of 1933, as amended, for their report on the unaudited interim financial infonnation because that
report is not a "report" or a "part" of the Registration Statement prepared or certified by Ernst & Young LLP
within the meaning of Sections 7 and 11 of the Securities Act of 1933.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and cun-ent reports, proxy statements and other information with the Securities and
Exchange Commission under the Securities Exchange Act of 1934. You may read and copy this information at
the Public Reference Room of the SEC, 100 F Street, N.B., Washington, D.C. 20549, at prescribed rates. You
may obtain information on the operation of the Public Reference Room by calling the SEC at (800) SEC-0330.

The SEC also maintains an internet Web site that contains reports, proxy statements and other information
about issuers, like us, who file electronically with the SEC. The address of that site is www.sec.gov. Unless
specifically listed below under "Incorporation of Certain Documents by Reference" the information contained on
the SEC Web site is not incorporated by reference into this prospectus.

You can also inspect reports, proxy statements and other information about us at the offices of the
New York Stock Exchange, Inc., 20 Broad Street, New York, New York 10005.

We have filed with the SEC a registration statement on FOInl S-3 that registers the securities we are
offering. The registration statement, including the attached exhibits and schedules, contains additional relevant
information about us and the securities offered. The rules and regulations of the SEC allow us to omit certain
infoffilation included in the registration statement from this prospectus.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The SEC allows us to "incorporate by reference" infoInlation in this prospectus that we have filed with it.
This means that we can disclose important information to you by refen-ing you to another document filed
separately with the SEC. The infoInlation incorporated by reference is considered to be part of this prospectus,
except for any information that is superseded by information that is included directly in this prospectus or the
applicable prospectus supplement relating to an offering of our securities.
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We incorporate by reference into this prospectus the documents listed below and any future filings we make
with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 prior to the
termination of our offering of securities. These additional documents include periodic reports, such as annual
reports on Form 10-K and quarterly reports on Fom1 lO-Q, and current reports on Fonn 8~K (other than
information furnished under Items 2.02 and 7.01, which is deemed not to be incorporated by reference in this
prospectus), as well as proxy statements (other than infommtion identified in them as not incorporated by
reference). You should review these filings as they may disclose a change in our business, prospects, financial
condition or other affairs after the date of this prospectus.

This prospectus incorporates by reference the documents listed below that we have filed with the SEC but
have not been included or delivered with this document:

• Our annual report on Fom1 lO-K for the year ended September 30, 2009;

• Our quarterly report on Form 1O~Q for the three~month period ended December 31, 2009;

Our current reports on Form 8-K filed with the SEC on October 15, 2009, October 28,2009,
November 12,2009, December 1, 2009, December 16,2009 and February 9, 2010.

The following pages and captioned text contained in our definitive proxy statement for the annual
meeting of shareholders on February 3,2010 and incorporated into our annual report on Form lO-K:
pages 3 through 5 under the caption "Beneficial o.vnership ofCommon Stock, " pages 6 through 10
under the captions "Proposal One - Election ofDirectors - Nominees for Director" and
"- Directors Continuing in Office," pages 10 through 13 under the captions "Corporate Governance
and Other Board Matters - Independence ofDirectors " and "- Related Persall Transactions, "pages
14 through 15 under the captions "Corporate Govemance and Other Board Matters - Committees of
the Board ofDirectors" and "- Other Board and Board Committee Matters - Human Resources
Committee Interlocks and Insider Participation," pages 15 through 20 under the captions "Director
Compensation" through to the end of "Audit Committee-Related Matters -Independence ofAudit
Committee Members, Financial Literacy and Audit Committee Financial Expel1s, " page 22 under the
caption "Audit Committee-Related Matters - Audit Committee Pre-Approval Policy, " pages 22
through 33 under the caption "Compensation Discussion and Analysis, " and pages 34 through 52
under the caption "Named Executive Officer Compensation" through to the end of the caption
"Proposal Three - Ratification ofAppointment of Independent Registered Public Accounting Finn."

These documents contain important information about us and our financial condition.

You may obtain a copy of any of these filings, or any of our future filings, from us without charge by
requesting it in writing or by telephone at the following address or telephone number:

Atmos Energy Corporation
1800 Three Lincoln Centre

5430 LBJ Freeway
Dallas, Texas 75240

Attention: Susan Giles
(972) 934-9227

Our internet Web site address is www.atmosenergy.com. Information on or connected to our internet Web
site is not part of this prospectus.
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$400,000,000

Atmos Energy Corporation
5.50% Senior Notes due 2041

The notes will bear interest at the rate of 5.50% per year and will mature on June 15,2041. We will pay interest on
the notes semi-annually in arrears on June 15 and December 15 of each year they are outstanding, beginning December 15,
2011. We may redeem the notes prior to maturity at our option, at any time in whole or from time to time in part, at the
redemption prices described in this prospectus supplement. See "Description of the Notes - Optional Redemption."

All of the notes are unsecured and rank equally with all of our other existing and future unsubordinated debt. The
notes will be issued only in registered form in minimum denominations of $2,000 and any integral multiple of $1,000 in
excess thereof. The notes are a new issue of securities with no established trading market. The notes will not be listed on
any securities exchange or on any automated dealer quotation system.

Investing in the notes involves risks. See "Risk Factors" on page S-7 of this prospectus
supplement.

Per Note Total

Public offering priee(l) .

Underwriting discount .

Proceeds, before expenses, to Atmos Energy .

99.678%

0.875%

98.803%

$398,712,000

$ 3,500,000

$395,212,000

(1) Plus accrued interest from June 10, 2011, if settlement occurs after that date.
Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of

these securities or determined if this prospectus supplement or the accompanying prospectus is truthful or complete. Any
representation to the contrary is a criminal offense.

The underwriters expect to deliver the notes to investors in book-entry form only through the facilities of The
Depository Trust Company for the accounts of its participants, including Clearstream Banking, societe anonyme,
Luxembourg and/or Euroclear B,mk S.A./N.V., on or about June 10,2011.
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ll!\ Natural gas distribution division headquarters -+ Almas Energy Marketing regional offices

• Atmos Energy Corporation headquarters

Natural gas distribution service area

• Almas Energy Marketing headquarters

• Proprietary storage

II Almas Energy stales of operation

Major gas delivery hub

.. Distributed generation

We have entered into an agreemenllo sell our natural gas distribution operations in Missouri, Illinois and Iowa.
See "Prospectus Supplement Summary- Recent Developments."
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Statements contained or incorporated by reference in this prospectus supplement and the accompanying
prospectus that are not statements of historical fact are "forward-looking statements" within the meaning of
Section 27A of the Securities Act of 1933, as amended. Forward-looking statements are based on
management's beliefs as well as assumptions made by, and information currently available to, management.
Because such statements are based on expectations as to future results and are not statements of fact, actual
results may differ materially from those stated. Important factors that could cause future results to differ
include, but are not limited to:

• our ability to continue to access the credit markets to satisfy our liquidity requirements;

• the impact of adverse economic conditions on our customers;

• increased costs of providing pension and post-retirement health care benefits and increased funding
requirements along with increased costs of health care benefits;

• market risks beyond our control affecting our risk management activities including market liquidity,
commodity price volatility, increasing interest rates and counterparty creditworthiness;

• regulatory trends and decisions, including the impact of rate proceedings before various state regulatory
commissions;

• possible increased federal, state and local regulation of the safety of our operations;

• increased federal regulatory oversight and potential penalties;

• the impact of environmental regulations on our business;

• the impact of possible future additional regulatory and financial risks associated with global wamling
and climate change on our business;

• the concentration of our distribution, pipeline and storage operations in Texas;

• adverse weather conditions;

• the effects of inflation and changes in the availability and price of natural gas;

• the capital-intensive nature of our natural gas distribution business;

• increased competition from energy suppliers and alternative forms of energy;

• the inherent hazards and risks involved in operating our natural gas distribution business;

• natural disasters, terrorist activities or other events; and

• other risks and uncertainties discussed in this prospectus supplement, any accompanying prospectus and
our other filings with the SEC.

All of these factors are difficult to predict and many are beyond our control. Accordingly, while we
believe these forward-looking statements to be reasonable, there can be no assurance that they will
approximate actual experience or that the expectations derived from them will be realized. When used in our
documents or oral presentations, the words "anticipate," "believe," "estimate," "expect," "forecast," "goal,"
"intend," "objective," "plan," "projection," "seek," "strategy" or similar words are intended to identify forward­
looking statements. We undertake no obligation to update or revise any of our forward-looking statements,
whether as a result of new information, future events or otherwise.

For additional factors you should consider, please see "Risk Factors" on page 5-7 of this prospectus
supplement, "Item lAo Risk Factors" and "Item 7. Management's Discussion and Analysis of Financial
Condition and Results of Operations" in our annual report on Form 10-K for the fiscal year ended
September 30, 2010 and "Item 2. Management's Discussion and Analysis of Financial Condition and Results
of Operations" in our quarterly report on Form 10-Q for the quarterly period ended March 31, 2011. Sec
"Incorporation of Certain Documents by Reference" in the accompanying prospectus.
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PROSPECTUS SUPPLEMENT SUMMARY

You should read the following summary in conjunction with the more detailed infonnation contained
elsewhere in this prospectus supplement, the accompanying prospectus and the documents incOlporated by
reference in this prospectus supplement and the accompanying pro,lpecms.

Atmos Energy Corporation

We are engaged primarily in the regulated natural gas distribution and transmission and storage
businesses, as well as other nomegulated natural gas businesses. We are one of the country's largest natural
gas-only distributors based on number of customers. We currently distribute natural gas through sales and
transportation arrangements to over three million residential, commercial, public authority and industrial
customers in 12 states. We also operate one of the largest intrastate pipelines in Texas based upon miles of
pipe.

Through our regulated transmission and storage business, we provide natural gas transportation and
storage services to our Mid-Tex Division, our largest natural gas distribution division located in Texas, and for
third parties. Additionally, we provide ancillary services customary to the pipeline industry, including parking
arrangements, lending and sales of inventory on hand.

Through our nonregulated businesses, we primarily provide natural gas management and marketing
services to municipalities, other local gas distribution companies and industrial customers primarily in the
Midwest and Southeast. We also provide storage services to some of our natural gas distribution divisions and
to third parties.

We operate through the following three segments:

• the natural gas distribution segment, which includes our regulated natural gas distribution and related
sales operations;

• the regulated transmission and storage segment, which includes the regulated pipeline and storage
operations of our Atmos Pipeline - Texas Division; and

• the nonregulated segment, which includes our nonregulated natural gas management, nonregulated
natural gas transmission, storage and other services.

We have experienced 27 consecutive years of increasing dividends and earnings growth after giving effect
to our acquisitions. Historically, we achieved this record of growth through acquisitions while efficiently
managing our operating and maintenance expenses and leveraging our technology, such as our call centers, to
achieve more efficient operations. Our last significant acquisition occurred in October 2004 with the purchase
of the natural gas distribution and pipeline operations of TXU Gas Company ("TXU Gas'} The TXU Gas
acquisition essentially doubled our number of natural gas distribution customers, by adding approximately
1.5 million gas customers in Texas, including the Dallas~Fort Worth metropolitan area and the northem
suburbs of Austin. The acquisition also added approximately 6,100 miles of gas transmission and gathering
lines and five underground storage reservoirs, all within Texas. In recent years, we have also achieved growth
by implementing rate designs that reduce or eliminate regulatory lag and separate the recovery of our approved
margins from customer usage pattems. In addition, we have developed various commercial opportunities
within our regulated transmission and storage operations.

Recent Developments

Declaration of Dividends. On May 4, 2011, we announced that our Board of Directors declared a
quarterly dividend on our common stock of $0.34 per share. The dividend will be paid on June 10,2011 to
shareholders of record on May 25, 2011.

Sale of Natural Gas Distribution Assets to Liberty Energy. On May 12, 2011, we entered into a
definitive agreement to sell our natural gas distribution operations in Missouri, Illinois and Iowa, representing
approximately 84,000 customers, to Liberty Energy (Midstates) Corp., an affiliate of Algonquin Power &
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Utilities Corp., for a purchase price of approximately $124 million. The agreement contains the usual terms
and conditions customary for transactions of this type, including adjustments to the purchase price at closing,
if applicable, and indemnification by us related to certain representations and warranties regarding the
transferred assets. The closing of the transaction is subject to the satisfaction of customary conditions including
the receipt of applicable regulatory approvals.

Maturity of Senior Notes. On May 15, 2011, our $350 million unsecured 7%% Senior Notes matured.
We repaid these notes through the issuance of $350 million of commercial paper. We intend to use the net
proceeds from this offering to repay a substantial portion of such commercial paper borrowings.

Our address is 1800 Three Lincoln Centre, 5430 LBl Freeway, Dallas, Texas 75240, and our telephone
number is (972) 934-9227. Our internet website adclress is www.atmosenergy.com. Information on or connected
to our internet website is not part of this prospectus supplement or the accompanying prospectus.
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Summary Financial Data

The following table presents summary consolidated and segment financial data of Atmos Energy
Corporation for the periods and as of the dates indicated. We derived the summary financial data for the fiscal
years ended September 30,2010,2009,2008,2007 and 2006 from our audited consolidated financial
statements and the summary financial data for the six months ended March 31, 2011 and 2010 from our
unaudited condensed consolidated financial statements. Our unaudited condensed consolidated [mancial
statements have been prepared on the same basis as our audited consolidated financial statements, except as
stated in the related notes thereto and, in the opinion of management, include all normal recmring adjustments
considered necessary for a fair presentation of our financial condition and result of operations for such periods.
Please note that, given the inherent seasonality in our business, the results of operations for the six months
ended March 31, 2011 presented below are not necessarily indicative of results for the entire fiscal year.

The information is only a summary and does not provide all of the information contained in our financial
statements. Therefore, you should read the information presented below in conjunction with "Item 7.
Management's Discussion and Analysis of Financial Condition and Results of Operations" and our consol­
idated financial statements and related notes included in our annual report on Form lO-K for the fiscal year
ended September 30, 2010, and "Item 2. Management's Discussion and Analysis of Financial Condition and
Results of Operations" and our condensed consolidated financial statements and related notes included in our
quarterly report on Form 10-Q for the quarterly period ended March 31, 2011, each of which is incorporated
by reference in this prospectus supplement and the accompanying prospectus.

Six Months Ended
March 31, Year Ended September 30,

2011(1) 2010 2010 2009(1) 2008 2007(1) 2006(1)

(In thousands, except per share data)

Consolidated Financial
Data

Operating revenues ...... $2,774,282 $3,233,118 $4,789,690 $4,969,080 $7,221,305 $5,898,431 $6,152,363
Gross profit ........... 838,382 865,170 1,364,941 1,346,702 1,321,326 1,250,082 1,216,570
Operating expenses(1) . . . 460,351 450,034 875,505 899,300 893,431 851,446 833,954
Operating income....... 378,031 415,136 489,436 447,402 427,895 398,636 382,616
Net income ........... 206,206 207,456 205,839 190,978 180,331 J68,492 147,737
Diluted net income per

share .............. $ 2.26 $ 2.22 $ 2.20 $ 2.07 $ 1.99 $ 1.91 $ 1.81
Cash dividends paid per

share .............. $ 0.680 $ 0.670 $ 1.34 $ 1.32 $ 1.30 $ 1.28 $ 1.26
Cash Haws from operating

activities ........... $ 438,471 $ 483,458 $ 726,476 $ 919,233 $ 370,933 $ 547,095 $ 311,449
Capital expendinlres ..... $ 246,663 $ 232,629 $ 542,636 $ 509,494 $ 472,273 $ 392,435 $ 425,324

As of March 31,

2011 2010 2010

As of September 30,

2009 2008 2007

(In thousands)

2006

Consolidated Balance
Sheet Data

Total assets ........... $6,995,824 $6,753,190 $6,763,791 $6,367,083 $6,386,699 $5,895,197 $5,719,547
Debt
Long-teml debt(2) ...... $1,807,323 $2,159,475 $1,809,551 $2,169,400 $2,119,792 $2,126,315 $2,180,362
Short-term debt(2) ...... 352,434 10,131 486,231 72,681 351,327 154,430 385,602

Total debt ............ $2,159,757 $2,169,606 $2,295,782 $2,242,081 $2,471,119 $2,280,745 $2,565,964
Shareholders' equity ..... $2,373,979 $2,338,843 $2,178,348 $2,176,761 $2,052,492 $1,965,754 $1,648,098

See footnotes on following page.
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Six Months Ended
March 31, Year Ended September 30,

2011(1) 2010 2010 2009(1) 2008 2007(1) 2006(1)

(In thousands, except ratios)

Segment Operating hlcome

Natural gas distribution ..... $319,003 $308,311 $322,454 $289,014 $261,165 $221,187 $201,894

Regulated transmission and
storage ............... 53,915 47,774 97,038 93,163 89,745 79,830 63,326

Nonregulated(3) ............ 5,113 59,051 69,944 64,881 76,641 97,275 117,159

Eliminations ............. 344 344 344 237

Consolidated ............. $378,031 $415,136 $489,436 $447,402 $427,895 $398,636 $382,616

Other Financial Data

Ratio of earnings to fixed
charges(4) ............. 5.01 4.98 2.99 2.74 2.96 2.69 2.50

(1) Financial results for the six months ended March 31, 2011 and for fiscal 2009, 2007 and 2006 include a
$19.3 million, $5.4 million, $6.3 million and a $22.9 million pre-tax loss for the impairment of certain
assets.

(2) Long-term debt excludes current maturities. Short-term debt is comprised of current maturities of long­
tenn debt and short-term debt.

(3) As a result of the appointment of a new Chief Executive Officer effective October 1, 2010, during the first
quarter of fiscal 2011, we revised the infonnation used by the chief operating decision maker to manage
Atnms Energy. As a result of this change, effective December 1, 201 0, we combined our former natural
gas marketing and pipeline, storage and other segments into one nonregu1ated segment. Financial informa­
tion for all prior periods has been restated to confonn to the new segment presentation.

(4) For purposes of computing ratio of earnings to fixed charges, earnings consist of the sum of our pre-tax
income from continuing operations and fixed charges exclusive of capitalized interest. Fixed charges con­
sist of interest expense, am0l1ization of debt discount, premium and expense, capitalized interest and a
portion of lease payments considered to represent an interest factor.
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The Offering

Issuer . . . . . . . . . . . . . . . . . . . . . . . . .. Atmos Energy Corporation

Notes Offered. . . . . . . . . . . . . . . . . . .. $400,000,000 aggregate principal amount of 5.50% senior notes
due 2041.

Maturity. . . . . . . . . . . . . . . . . . . . . . .. The notes will mature on June 15,2041.

Interest. . . . . . . . . . . . . . . . . . . . . . . .. The notes will bear interest at the rate of 5.50% per year.

Interest on the notes will be payable semi-annually in arrears on
June 15 and December 15 of each year they are outstanding, begin­
ning December 15,2011.

Ranking . . . . . . . . . . . . . . . . . . . . . . .. The notes will be our unsecured senior obligations. The notes will
rank equally in right of payment with all our existing and future
unsubordinated indebtedness and will rank senior in right of payment
to any future indebtedness that is subordinated to the notes. The
notes will be effectively subordinated to all our existing and future
secured indebtedness to the extent of the assets securing such indebt­
edness and to the indebtedness and liabilities of our subsidiaries.

Optional Redemption. . . . . . . . . . . . . .. We may redeem the notes prior to maturity at our option, at any
time in whole or from time to time in part. Prior to December 15,
2040, the redemption price will be equal to the greater of the princi­
pal amount of the notes to be redeemed and the "make-whole"
redemption price, plus, in each case, accrued and unpaid interest, if
any, to the redemption date. At any time on or after December IS,
2040, the redemption price will be equal to 100% of the principal
amount of the notes to be redeemed plus accrued and unpaid inter­
est, if any, to the redemption date. See "Description of the Notes ­
Optional Redemption" beginning on page S-14.

Covenants of the Indenture We will issue the notes under an indennlre which will, among other
things, restrict our ability to create liens and to enter into sale and
leaseback transactions. See "Description of Debt Securities­
Covenants" beginning on page 8 of the accompanying prospectus.

Use of Proceeds. . . . . . . . . . . . . . . . . .. We estimate that our net proceeds from this offering, after deducting
the underwriting discount and estimated offering expenses payable
by us, will be approximately $394 million. We intend to usc the net
proceeds of this offering to repay a substantial portion of our out­
standing commercial paper borrowings. Any excess net proceeds will
be used to fund capital expenditures and for general corporate pur­
poses. See "Use of Proceeds" on page S-7.
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Conflicts of Interest. . . . . . . . . . . . . . .. As described in "Use of Proceeds," the net proceeds from this offer­
ing will be used to repay a substantial portion of our outstanding
commercial paper borrowings. Because certain affiliates of the
underwriters own our commercial paper and because more than 5%
of the proceeds from this offering, not including underwriting com­
pensation, may be received by such parties in connection with the
repayment of such commercial paper borrowings, this offering is
being conducted in compliance with Financial Regulatory Authority,
Inc. ("FINRA") Rule 5121. Pursuant to that rule, the appointment of
a qualified independent underwriter is not necessary in connection
with this offering, as this offering is of a class of securities rated
investment grade by a rating service acceptable to FINRA.

Risk Factors. . . . . . . . . . . . . . . . . . . .. Investing in the notes involves risks. See "Risk Factors" on page S-7
of this prospectus supplement and other information included and
incorporated by reference in this prospectus supplement and the
accompanying prospectus for a discussion of the factors you should
consider carefully before deciding to invest in the notes.
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RISK FACTORS

Investing in the notes involves risks. Our business is int1uenced by many factors that are difficult to
predict and beyond our control and that involve uncertainties that may materially affect our results of
operations, financial condition or cash flows, or the value of the notes. These risks and uncertainties include
those described in the risk factor and other sections of the documents that are incorporated by reference in this
prospectus supplement and the accompanying prospectus, including "Item 1A. Risk Factors" in our annual
report on Form lO-K for the fiscal year ended September 30, 2010. You should carefully consider these risks
and uncertainties and all of the information contained or incorporated by reference in this prospectus
supplement and the accompanying prospectus before you invest in the notes.

USE OF PROCEEDS

We estimate that we will receive net proceeds from this offering of approximately $394 million, after
deducting the underwriting discount and estimated offering expenses payable by us. We intend to use the net
proceeds from this offering to repay a substantial portion of our outstanding commercial paper borrowings.
Any excess net proceeds will be used to fund capital expenditures and for general corporate purposes.

As of June 3, 2011, we had approximately $350 million of commercial paper issued and outstanding with
a weighted average interest rate of 0.3386% per annum and maturities of 27 to 28 days. These commercial
paper borrowings are backstopped by our revolving credit facility that matures May 2, 2016, and such
borrowings were incurred to pay at maturity our 7%% Senior Notes due May 15,2011.
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CAPITALIZATION

The following table presents our cash and cash equivalents, shorHellll debt and capitalization as of
March 31, 2011, on an actual basis and as adjusted to reflect the issuance of notes in this offering, the use of
proceeds therefrom as described under "Use of Proceeds" and the settlement of certain Treasury lock
agreements that we entered into in September 20JO in order to fix the Treasury yield component of a notional
principal amount of $300 million in notes and for which we have received approximately $20 million. You
should read this table in conjunction with the section entitled "Use of Proceeds" and our condensed
consolidated financial statements and related notes included in our quarterly report on FornI 10-Q for the
quarterly period ended March 31, 201 1, which is incorporated by reference in tlus prospectus supplement and
the accompanying prospectus.

As of March 31, 2011

Actual As Adjusted

(In thousalld~, except share
data)

Cash and cash equivalents

Long-term debt, less current portion .

Shareholders' equity

Common stock, no par value (stated at $.005 per share);
200,000,000 shares authorized; 90,329,237 shares issued and
outstanding, actual and as adjusted .

Additional paid-in capital .

Retained earnings .

Accumulated other comprehensive income .

Shareholders' equity .

Total capitalization(l) .

$ 153,246

$1,807,323

452
1,728,474

631,044

14,009

2,373,979

$4,181,302

$ 217,537

2,434

2,434

$2,206,035

452
1,728,474

631,044

5,460

2,365,430

$4,571,465

(I) Total capitalization excludes the current portion of long-term debt and other short-term debt.
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BUSINESS

Overview

Atmos Energy Corporation, headquartered in Dallas, Texas, is engaged primarily in the regulated natural
gas distribution and transmission and storage businesses, as well as other nomegulated natural gas businesses.
We are one of the country's largest natural gas-only distributors based on number of customers and one of the
largest intrastate pipeline operators in Texas based upon miles of pipe.

We currently distribute natural gas through regulated sales and transportation arrangements to over three
million residential, commercial, public authority and industrial customers through our six regulated natural ga<;
distribution divisions, which cover service areas in 12 states. Our primary senrice areas are located in
Colorado, Kansas, Kentucky, Louisiana, Ivlississippi, Tennessee and Texas. We have more limited service areas
in Georgia, Illinois, Iowa, Missouri and Virginia. In addition, we transport natural gas for others through our
distribution system. In May 20 I I, we announced that we had entered into a definitive agreement to sell our
natural gas distribution operations in Missouri, illinois and Iowa, representing approximately 84,000 customers.
After the closing of this transaction, we will operate in nine states.

Through our regulated transmission and storage business, we provide natural gas transportation and
storage services to our Mid-Tex Division, our largest natural gas distribution division located in Texas, and for
third parties. Additionally, we provide ancillary services customary to the pipeline industry, including parking
arrangements, lending and sales of inventory on hand.

Through our nomegulated businesses, we primarily provide natural gas management and marketing
services to municipalities, other local gas distribution companies and industrial customers primarily in the
Midwest and Southeast. We also provide storage services to some of our natural gas distribution divisions and
to third parties.

Operating Segments

We operate through the following three segments:

• the natural gas distribution segment, which includes our regulated natural gas distribution and related
sales operations;

• the regulated transmission and storage segment, which includes the regulated pipeline and storage
operations of our Atmos Pipeline~ Texas Division; and

• the nonregulated segment, which includes our nonregulated natural gas management, nonregulated
natural gas transmission, storage and other services.

Natural Gas Distribution Segment

We operate our natural gas distribution segment through the following six regulated divisions, whieh are
presented below in order of total rate base:

• Atmas Energy Mid-Tex Division;

• Atmos Energy Kentucky/Mid-States Division;

• Atmos Energy Louisiana Division;

• Atmos Energy West Texas Division;

• Atmos Energy Colorado-Kansas Division; and

• Atmos Energy Mississippi Division.

The following is a brief description of our natural gas distribution divisions. We operate in our service
areas under terms of non-exclusive franchise agreements granted by the various cities and towns that we serve.
At September 30, 2010, we held 1,115 franchises having terms generally ranging from five to 35 years. A
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significant number of our franchises expire each year, which require renewal prior to the end of their terms.
We believe that we will be able to renew our franchises as they expire. For more infom1ation, see "Item 1.
Business" in our annual report on Form 10-K for the fiscal year ended September 30, 2010.

Annas Energy Mid-Tee Division. Our Mid-Tex Division serves approximately 550 incorporated and
unincorporated communities in the north-central, eastern and western parts of Texas, including the Dallas!
Fort Worth Metroplcx. The governing body of each municipality we serve has original jurisdiction over all gas
distribution rates, operations and services within its city limits, except with respect to sales of natural gas for
vehicle fuel and agricultural use. The Railroad Commission of Texas CRRC") has exclusive appellate
jurisdiction over all rate and regulatory orders and ordinances of the municipalities and exclusive original
jurisdiction over rates and services to customers not located within the limits of a municipality.

Prior to fiscal 2008, this division operated under one system-wide rate structure. However, in 2008, we
reached a settlement with cities representing approximately 80 percent of this division's customers that has
allowed us, beginning in 2008, to update rates for customers in these cities through an annual rate review
mechanism. Rates for the remaining 20 percent of this division's customers, primarily the City of Dallas,
continue to be updated through periodic formal rate proceedings and filings made under Texas' Gas Reliability
Infrastructure Program ("GRIP"). GRIP allows us to include in our rate base annually approved capital costs
incurred in the prior calendar year provided that we file a complete rate case at least once evcry five years.

Atmos Energy Kentucky/Mid-States Division. Our KentuckylMid-States Division operates in more than
420 communities across Georgia, Illinois, Iowa, Kentucky, Missouri, Tennessee and Virginia. The service areas
in these states are primarily rural; however, this division serves Franklin, Tennessee, and other suburban areas
of Nashville. We update our rates in this division through periodic formal rate filings made with each state's
public service commission. In May 2011, we entered into a definitive agreement to sell our natural gas
distribution operations in Missouri, Illinois and Iowa. See "Prospectus Supplement Summary - Recent
Developments."

Atmos Energy Louisiana Division. In Louisiana, we serve nearly 300 communities, including the
suburban areas of New Orleans, the metropolitan area of Monroe and western Louisiana. Direct sales of
natural gas to industrial customers in Louisiana, who use gas for fuel or in manufacturing processes, and sales
of natural gas for vehicle fuel are exempt from regulation and are recognized in our natural gas marketing
segment. Our rates in this division are updated annually through a rate stabilization clause filing without filing
a formal rate case.

Atmos Energy West Texas Division. Our West Texas Division serves approximately 80 communities in
West Texas, including the Amarillo, Lubbock and Midland areas. Like our Mid-Tex Division, each municipal­
ity we serve has original jurisdiction over all gas distribution rates, operations and services within its city
limits, with the RRC having exclusive appellate jurisdiction over the municipalities and exclusive original
jurisdiction over rates and services provided to customers not located within the limits of a municipality. Prior
to fiscal 2008, rates were updated in this division through formal rate proceedings. However, the West Texas
Division entered into agreements with its West Texas service areas during 2008 and its Amarillo and Lubbock
service areas during 2009 to update rates for customers in these service areas through an annual rate review
mechanism.

Atmos Energy Colorado-Kansas Division. Our Colorado-Kansas Division serves approximately 170
communities t1u'oughout Colorado, Kansas and parts of Missouri, including the cities of Olathe, Kansas, a
suburb of Kansas City and Greeley, Colorado, located near Denver. We update our rates in this division
through periodic formal rate filings made with each state's public service commission. In May 2011, we
entered into a definitive agreement to sell our natural gas operations in Missouri. See "Prospectus Supplement
Summary - Recent Developments."

At/nos Energy Mississippi Division. In Mississippi, we serve about 110 communities throughout the
northern half of the state, including the Jackson metropolitan area. Our rates in the Mississippi Division are
updated annually through a stable rate filing without filing a formal rate case.

S-lO



Regulated Transmission and Storage Segment Overview

Our regulated transmission and storage segment consists of the regulated pipeline and storage operations
of our Atmos Pipeline - Texas Division. This division transports natural gas to our Mid-Tex Division,
transports natural gas for third parties and manages five underground storage reservoirs in Texas. We also
provide ancillary services customary in the pipeline industry including parking arrangements, lending and sales
of excess gas. Parking arrangements provide short-term intemlptible storage of gas on our pipeline. Lending
services provide short-term interruptible loans of natural gas from our pipeline to meet market demands. Gross
profit earned from our Mid-Tex Division and through certain other transportation and storage services is
subject to traditional ratemaking governed by the RRC. Rates are updated through periodic formal rate
proceedings and filings made under GRIP. GRIP allows us to include in our rate base annually approved
capital costs incurred in the prior calendar year provided that we file a complete rate case at least once every
five years. Atnms Pipeline - Texas' existing regulatory mechanisms allow certain transportation and storage
services to be provided under market-based rates with minimal regulation.

These operations include one of the largest intrastate pipeline operations in Texas with a heavy
concentration in the established natural gas~producing areas of central, northern and eastern Texas, extending
into or near the major producing areas of the Texas Gulf Coast and the Delaware and Val Verde Basins of
West Texas. Nine basins located in Texas are believed to contain a substantial portion of the nation's
remaining onshore natural gas reserves. This pipeline system provides access to all of these basins.

Nonregulated Segment Overview

Our nonregulated activities are conducted through Atmos Energy Holdings, Inc. ("AEH"), which is a
wholly-owned subsidiary of Atmos Energy Corporation and operates primarily in the Midwest and Southeast
areas of the United States.

AEH's primary business is to deliver gas and provide related services by aggregating and purchasing gas
supply, arranging transportation and storage logistics and ultimately delivering gas to customers at competitive
prices. In addition, AEH utilizes proprietary and customer-owned transportation and storage assets to provide
various delivered gas services our customers request, including furnishing natural gas supplies at fixed and
market-based prices, contract negotiation and administration, load forecasting, gas storage acquisition and
management services, transportation services, peaking sales and balancing services, capacity utilization
strategies and gas price hedging through the use of financial instruments. As a result, AEH's gas delivery and
related services margins arise from the types of commercial transactions we have stmctured with our
customers and our ability to identify the lowest cost alternative among the natural gas supplies, transportation
and markets to which it has access to serve those customers.

AEH's storage and transportation margins arise from (i) utilizing its proprietary 2l-mile pipeline located
in Louisiana to aggregate gas supply for our regulated natural gas distribution division in Louisiana, its gas
delivery activities and, on a more limited basis, for third parties and (ii) managing proprietary storage in
Kentucky and Louisiana to supplement the natural gas needs of our natural gas distribution divisions during
peak periods.

AEH also seeks to enhance its gross profit margin by maximizing, through asset optimization activities,
the economic value associated with the storage and transportation capacity it owns or controls in our natural
gas distribution segment and by its subsidiaries. It attempts to meet these objectives by engaging in natural gas
storage transactions in which it seeks to find and profit through the arbitrage of pricing differences in various
locations and by recognizing pricing differences that occur over time. This process involves purchasing
physical natural gas, storing it in the storage and transportation assets to which AEH has access and selling
financial instruments at advantageous prices to lock in a gross profit margin.

Other Regulation

Each of our natural gas distribution divisions is regulated by various state or local public utility
authorities. We are also subject to regulation by the United States Department of Transportation with respect
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to safety requirements in the operation and maintenance of our gas distribution facilities. In addition, our
distribution operations are also subject to various state and federal laws regulating environmental matters.
From time to time we receive inquiries regarding various environmental matters. We believe that our properties
and operations substantially comply with and are operated in substantial conformity with applicable safety and
environmental statutes and regulations. There are no administrative or judicial proceedings arising under
environmental quality statutes pending or known to be contemplated by governmental agencies which would
have a material adverse effect on us or our operations. Our environmental claims have arisen primarily from
former manufactured gas plant sites in Tennessee, Iowa and Missouri.

The Federal Energy Regulatory Commission ("FERC") allows, pursuant to Section 311 of the Natural
Gas Policy Act, gas transportation services through our Atmos Pipeline - Texas assets "on behalf of'
interstate pipelines or local distribution companies served by interstate pipelines, without subjecting these
assets to the jurisdiction of the FERC. Additionally, the FERC has regulatory authority over the sale of natural
gas in the wholesale gas market and the use and release of interstate pipeline and storage capacity, as well as
authority to detect and prevent market manipulation and to enforce compliance with FERC's other rules,
policies and orders by companies engaged in the sale, purchase, transportation or storage of natural gas in
interstate commerce. We have taken what we believe are the necessary and appropriate steps to comply with
these regulations.

As previously described in our annual report on Form lO-K for the fiscal year ended September 30, 2010,
in December 2007, we received data requests from the Division of Investigations of the OiTice of Enforcement
of FERC in connection with its investigation into possible violations of FERC's posting and competitive
bidding regulations for pre~arranged released firm capacity on natural gas pipelines. There have been no
material developments in this matter since September 30, 2010. We have accrued what we believe is an
adequate amount for the anticipated resolution of this proceeding. While the ultimate resolution of this
investigation cannot be predicted with certainty, we believe that the final outcome will not have a material
adverse effect on our financial condition, results of operations or cash flows.

We have been replacing certain steel service lines in our Mid~Tex Division since our acquisition of TXU
Gas' natural gas distribution system in 2004. In fiscal 2010, all of the cities our Mid-Tex Division serves
agreed to a program of installing 100,000 replacements during the next two years with approved recovery of
the associated return, depreciation and taxes. Under tenns of the agreement, the accelerated replacement
program commenced in the first quarter of fiscal 2011, replacing 14,939 lines for a cost of $21.7 million as of
March 31, 2011. The program is progressing on schedule for completion in September 2012.

On February 22, 2011, the RRC adopted a regulation dealing with distribution facility replacement. The
regulation requires each gas distribution system operator to develop a risk-based program for the removal or
replacement of distribution facilities, including steel service lines. We are committed to replacing the steel
service lines on an accelerated schedule to ensure the safety and reliability of our distribution system, and as
part of this commitment, we support the new regulation. We are currently developing our risk-based program
as prescribed by the regulation. As such, we cannot accurately anticipate the impact the regulation will have
on us or the expected cost of the replacement program.

Competition

Although our natural gas distribution operations are not currently in significant direct competition with
any other distributors of natural gas to residential and commercial customers within our service areas, we do
compete with other natural gas suppliers and suppliers of alternative fuels for sales to industrial customers. We
compete in all aspects of our business with altemative energy sources, including, in particular, electricity.
Electric utilities offer electricity as a rival energy source and compete for the space heating, water heating and
cooking markets. Promotional incentives, improved equipment efficiencies and promotional rates al1 contribute
to the acceptability of electrical equipment. The principal means to compete against alternative fuels is lower
prices, and natural gas historically has maintained its price advantage in the residential, commercial and
industrial markets. However, higher gas prices, coupled with the electric utilities' marketing e1Iorts, have
increased competition for residential and commercial customers.
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Our regulated transmission and storage operations historically have faced limited competition from other
existing intrastate pipelines and gas marketers seeking to provide or arrange transportation, storage and other
services for customers. However, in the last two years, several new pipelines have been completed, which has
increased the level of competition in this segment of our business.

Within our nonregulated operations, AEH competes with other natural gas marketers to provide natural
gas management and other related services primarily to smaller customers requiring higher levels of balancing,
scheduling and other related management services. AEH has experienced increased competition in recent years
primarily from investment banks and major integrated oil and natural gas companies who offer lower cost,
basic services. The increased competition has reduced margins most notably on its high-volume accounts.

Distribution, Transmission and Related Assets

At September 30, 201 0, our natural gas distribution segment owned an aggregate of 71,120 miles of
underground distribution and transmission mains throughout our gas distribution systems. These mains are
located on easements or rights-of-way which generally provide for perpetual use. We maintain our mains
through a program of continuous inspection and repair and believe that our system of mains is in good
condition. Our regulated transmission and storage segment owned 5,924 miles of gas transmission and
gathering lines, and our nonregulated segment owned 113 miles of gas transmission and gathering lines.

Storage Assets

At September 30, 2010, we owned underground gas storage facilities in several states to supplement the
supply of natural gas in periods of peak demand. The underground gas storage facilities of our natural gas
distribution segment had a total usable capacity of 10,383,590 Mcf, with a maximum daily delivery capacity
of 232,100 Mcf. The underground gas storage facilities of our regulated transmission and storage segment had
a total usable capacity of 46,143,226 Mcf, with a maximum daily delivery capacity of 1,235,000 Mcf. The
underground gas storage facilities of our nonregulated segment had a total usable capacity of 3,931,483 Mcf,
with a maximum daily delivery capacity of 127,000 Mcf.

Additionally, we contract for storage service in underground storage facilities on many of the interstate
pipelines serving us to supplement our proprietary storage capacity. The amount of our contracted storage
capacity can vary from time to time. At September 30, 2010, our contracted storage provided us with a
maximum storage quantity of 29,839,610 MMBtu, with a maximum daily withdrawal quantity of
853,000 MMBtu, for our natural gas distribution segment, and a maximum storage quantity of
9,700,869 MMBtu, with a maximum daily withdrawal quantity of 318,444 MMBtu, for our nonregulated
segment.

For more information on our storage assets see "Item 2. Properties" in our annual report on Form lO-K
for the fiscal year ended September 30, 2010.
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DESCRIPTION OF THE NOTES

We have summarized certain provisions of the notes below. The notes constitute a series of the debt
securities described in the accompanying prospectus. The notes will be issued under an indenture dated
March 26, 2009 entered into with U.S. Bank National Association, as trustee (the "indenture").

The following description of certain terms of the notes and certain provisions of the indenture in this
prospectus supplement supplements the description under "Description of Debt Securities" in the accompany­
ing prospectus and, to the extent it is inconsistent with that description, replaces the description in the
accompanying prospectus. This description is only a summary of the material terms and does not purport to be
complete. We urge you to read the indenture, a form of which we have filed with the SEC, because it, and not
the description below and in the accompanying prospectus, will define your rights as a holder of the notes. We
have tiled the indenture as an exhibit to our cUlTent report on Form 8-K that was filed with the SEC on
March 26, 2009. You may obtain a copy of the indenture from us without charge. See "Where You Can Find
More Information" in the accompanying prospectus.

General

The notes will be initially limited to $400,000,000 aggregate principal amount. We may, at any time,
without the consent of the holders of these notes, issue additional notes having the same ranking, interest rate,
maturity and other terms as the notes. Any such additional notes, together with the notes being offered by this
prospectus supplement, will constitute the same series of notes under the indenture.

The notes will be unsecured and unsubordinatcd obligations of Atmos Energy Corporation. Any secured
debt that we may have from time to time will have a prior claim with respect to the assets securing that debt.
As of March 31, 2011, we had no secured debt outstanding. The notes will rank equally with all of our other
existing and future unsubordinated debt. As of March 31, 2011, after giving effect to the net proceeds of this
offering and the use of proceeds therefrom as described in "Use of Proceeds", we had approximately
$2.2 billion of unsecured and unsubordinated debt. Of such $2.2 billion, less than $1 million represented debt
of our subsidiaries. The notes are not guaranteed by, mId are not the obligation of, any of our subsidiaries. The
notes will not be listed on any securities exchange or included in any automated quotation system.

The notes will be issued in book-entry f011n as one or more global notes registered in the name of the
nominee of The Depository Trust Company, or DTC, which will act as a depository, in minimum denomina­
tions of $2,000 and any integral multiple of $1,000 in excess thereof. Beneticia1 interests in book-entry notes
will be shown on, and transfers of the notes will be made only through, records maintained by DTC and its
participants.

Payment of Principal and Interest

The notes will mature on June 15, 2041 and bear interest at the rate of 5.50% per year.

We will pay interest on the notes semi-annually in arrears on June 15 and December 15 of each year they
are outstanding, beginning December 15,2011. Interest will accrue from June 10,2011 or from the most
recent interest payment date to which we have paid or provided for the payment of interest to the next interest
payment date or the scheduled maturity date, as the case may be. We will pay interest computed on the basis
of a 360-day year of twelve 30-day months.

We will pay interest on the notes in immediately available funds to the persons in whose names such
notes are registered at the close of business on June 1 or Dccember 1 preceding the respective interest
payment date.

Optional Redemption

Each of the notes offered hereby will be redeemable prior to maturity at our option, at any time in whole
or from time to time in pm"t. Prior to December 15, 2040, the redemption price will be equal to the greater of:

• 100% of the principal amount of the notes to be redeemed; and
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• as determined by the Quotation Agent (defined below), the sum of the present values of the Remaining
Scheduled Payments (defined below) of principal and interest on the notes to be redeemed discounted
to the redemption date on a semi-annual basis assuming a 360-day year consisting of twelve 30-day
months at the Adjusted Treasury Rate (defined below) plus 20 basis points;

plus, in each case, accrued and unpaid interest on the principal amount of the notes to be redeemed to the
redemption date.

At any time on or after December 15, 2040 (which is the date that is six months prior to the maturity
date of the notes), the redemption price will be equal to 100% of the principal amount of the notes to be
redeemed, plus accmed and unpaid interest thereon to the redemption date.

Definitions. Following are definitions of the tenns used in the optional redemption provisions discussed
above.

"Adjusted Treasury Rate" means, for any redemption date, the rate per anllum equal to the semi-annual
equivalent yield to maturity of the Comparable Treasury Issue, assuming a price of the Comparable Treasury
Issue (expressed as a percentage of its principal amount) equal to the Comparable Treasury Price for that
redemption date.

"Comparable Treasury Issue" means the United States Treasury security selected by the Quotation Agent
as having a maturity comparable to the remaining term of the notes to be redeemed that would be used, at the
time of a selection and in accordance with customary financial practice, in pricing new issues of corporate
debt securities of comparable maturity to the remaining term of the notes to be redeemed.

"Comparable Treasury Price" means, for any redemption date, the average of the Reference Treasury
Dealer Quotations for that redemption date.

"Quotation Agent" means the Reference Treasury Dealer appointed by us.

"Reference Treasury Dealer" means each of BNP Paribas Securities Corp., Morgan Stanley & Co. LLC,
UES Securities LLC and a Primary Treasury Dealer (as defined below) selected by Wells Fargo Securities,
LLC, and any of their successors; provided, however, if any of the foregoing ceases to be a primary
U.S. government securities dealer in New York City (a "Primary Treasury Dealer"), we will substitute therefor
another Primary Treasury Dealer.

"Ri;ference TreasUl)' Dealer Quotation" means, with respect to each Reference Treasury Dealer and any
redemption date, the average, as determined by the trustee, of the bid and asked prices for the Comparable
Treasury Issue (expressed, in each case, as a percentage of its principal amount) quoted in writing to the
tmstee by such Reference Treasury Dealer by 5:00 p.m. on the third business day preceding such redemption
date.

"Remaining Scheduled Payments" means, with respect to each note to be redeemed, the remaining
scheduled payments of the principal and interest on such note that would be due after the related redemption
date but for such redemption; provided, however, that if such redemption date is not an interest payment date,
the amount of the next succeeding scheduled interest payment on such note will be reduced by the amount of
interest accrued on such note to such redemption date.

In the case of a partial redemption of the notes, the notes to be redeemed shall be selected by the trustee
from the outstanding notes not previously called for redemption, by such method as the trustee shall deem fair
and appropriate and which may provide for the selection for redemption of portions of the principal of the
notes. Notice of any redemption will be mailed by first class mail at least 30 days but not more than 60 days
before the redemption date to each holder of the notes to be redeemed at its registered address. If any notes
are to be redeemed in part only, the notice of redemption will state the portion of the principal amount of
notes to be redeemed. A partial redemption will not reduce the portion of any note not being redeemed to a
principal amount of less than $2,000. Unless we default in payment of the redemption price, on and after the
redemption date, interest will cease to accme on the notes or the portions of the notes called for redemption.
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No Mandatory Redemption

We will not be required to redeem the notes before maturity.

No Sinking Fund

We will not be required to make any sinking fund payments with regard to the notes.

Restricted Subsidiaries

As of the date of this prospectus supplement, none of our subsidiaries would be considered a Restricted
Subsidiary under the terms of the indenture.

Reports

We will:

(1) file with the trustee, within 30 days after we have filed the same with the SEC, unless such
reports are available on the SEC's EDGAR filing system (or any successor thereto), copies of the annual
reports and of the infoffi1ation, documents and other reports (or copies of such portions of any of the
foregoing as the SEC may from time to time by rules and regulations prescribe) which we may be
required to file with the SEC pursuant to Section 13 or Section 15(d) of the Exchange Act; or, if we are
not required to file information, documents or reports pursuant to either of such Sections, then we shall
file with the trustee and the SEC, in accordance with rules and regulations prescribed from time to time
by the SEC, such of the supplementary and periodic information, documents and reports which may be
required pursuant to Section 13 of the Exchange Act in respect of a security listed and registered on a
national securities exchange as may be prescribed from time to time in such rules and regulations;

(2) file with the trustee and the SEC, in accordance with rules and regulations prescribed from time
to time by the SEC, such additional information, documents and reports with respect to compliance by us
with the conditions and covenants of the indenture as may be required from time to time by such rules
and regulations; and

(3) transmit to all holders, as their names and addresses appear in the security register, within
30 days after the filing thereof with the tmstee, in the manner and to the extent provided in Section 313(c)
of the Trust Indenture Act of 1939, as amended, such summaries of any information, documents and
reports required to be filed by us pursuant to clauses (1) and (2) of tlus paragraph as may be required by
rules and regulations prescribed from time to time by the SEC.

Governing Law

The notes will be governed by and construed in accordance with the laws of the State of New York.

Book-Entry Delivery and Settlement

Settlement for the notes will be made by the underwriters in immediately available funds. All payments
of principal, premium, if any, and interest will be made by us in immediately available funds.

The Notes will trade in the Same-Day Funds Settlement System maintained by DTC until maturity or
earlier redemption, and secondary market trading activity in the Notes will therefore be required by DTC to
settle in immediately available funds. No assurance can be given as to the effect, if any, of settlement in
immediately available funds on trading activity in the Notes.

Because of time-zone diilerences, credits of Notes received in Clearstream Banking, societe anonyme
("Clearstream"), or Euroclear Barlle, SA./N.v. ("Eurocleat~'),as a result of a transaction with a DTC
participant will be made during subsequent securities settlement processing and dated the business day
following the DTC settlement date. Such credits or any transactions in such Notes settled during such
processing will be reported to the relevant Cleat'stream or Euroclear patticipants on such business day. Cash
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received in Clearstream or Euroclear as a result of sales of Notes by or through a Clearstream participant or a
Euroclear participant to a DTC participant will be received with value on the DTC settlement date but will be
available in the relevant Clearstream or Euroclear cash account only as of the business day following
settlement in DTC.

Although DTC, Clearstream and Euroc1ear have agreed to the foregoing procedures in order to facilitate
transfers of Notes among participants of DTC, Clearstream and Euroc1ear, they are under no obligation to
perform or continue to perform such procedures, and such procedures may be discontinued at any time.
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MATERIAL US. FEDERAL INCOME TAX CONSIDERATIONS

TO ENSURE COMPLIANCE WITH IRS CIRCULAR 230, HOLDERS ARE HEREBY NOTIFIED
THAT: (A) ANY DISCUSSION OF FEDERAL TAX ISSUES IN THIS PROSPECTUS SUPPLEMENT
IS NOT INTENDED OR WRITTEN BY US TO BE RELIED UPON, AND CANNOT BE RELIED
UPON BY HOLDERS, FOR THE PURPOSE OF AVOIDING PENALTIES THAT MAY BE IMPOSED
ON HOLDERS UNDER THE INTERNAL REVENUE CODE OF 1986, AS AMENDED (THE
"CODE"); (B) SUCH DISCUSSION IS WRITTEN IN CONNECTION WITH THE PROMOTION OR
MARKETING OF THE NOTES BY THE ISSUERS; AND (C) HOLDERS SHOULD CONSULT THEIR
OWN TAX ADVISORS WITH RESPECT TO THE PARTICULAR US. FEDERAL INCOME TAX
CONSEQUENCES TO THEM OF THE ACQUISITION, OWNERSHIP AND DISPOSITION OF THE
NOTES AND THE TAX CONSEQUENCES UNDER STATE, LOCAL, NON·US. AND OTHER
US. FEDERAL TAX LAWS (INCLUDING ESTATE TAX CONSEQUENCES) AND THE POSSIBLE
EFFECTS OF CHANGES IN THE FEDERAL INCOME TAX LAWS.

The following summary discusses certain material U.S. federal income tax consequences of the acquisi­
tion, ownership and disposition of the notes. TIllS discussion is based upon the Code, the applicable proposed
or promulgated Treasury regulations, and the applicable judicial and administrative interpretations, all as in
effect as of the date hereof and all of which are subject to change, possibly with retroactive effect, and to
differing interpretations. This discussion is applicable only to holders of notes who purchase the notes in the
initial offering at their original issue price and deals only with the notes held as capital assets for u.s. federal
income tax purposes (generally, property held for investment) and not held as part of a straddle, a hedge, a
conversion transaction or other integrated investment. This discussion is a summary intended for general
information only, and does not address all of the tax consequences that may be relevant to holders of notes in
light of their particular circumstances, or to certain types of holders (such as financial institutions, insurance
companies, tax-exempt entities, partnerships and other pass-through entities for U.S. federal income tax
purposes or investors who hold the notes through such pass-through entities, certain former citizens or
residents of the United States, "controJled foreign corporations," "passive foreign investment companies,"
"foreign personal holding companies," traders in securities that elect to use a mark-to-market method of
accounting for their securities holdings, dealers in securities or currencies, corporations that accumulate
eamings to avoid U.S. federal income tax, persons subject to the alternative minimum tax, or U.S. Holders (as
defined below) whose functional currency is not the U.S. dollar). Moreover, this discussion does not describe
any state, local or non-U.S. tax implications, or any aspect of U.S. federal tax law other than income taxation.
We have not and will not seek any rulings or opinions from the Internal Revenue Service ("IRS") or counsel
regarding the matters discussed below. There can be no assurances that the IRS will not take positions
concerning the tax consequences of the purchase, ownership or disposition of the notes that are different from
those discussed below.

As used herein, a "u.s. Holder" means a beneficial owner of notes that is, for U.S. federal income tax
purposes, (a) a citizen or individual resident of the United States, (b) a corporation or other entity treated as a
corporation created or organized in or under the laws of the Uillted States, any State thereof or the District of
Columbia, (c) an estate the income of which is subject to U.S. federal income taxation regardless of its source,
or (d) a trust, if (1) a court witllin the United States is able to exercise primary supervision over the trust's
administration and one or more U.S. persons have the authority to control all of its substantial decisions or
(2) a valid election to be treated as a U.S. person is in effect under the relevant Treasury regulations with
respect to such trust. A "Non-U.S. Holder" means a beneficial owner of any notes that is neither a U.S. Holder
nor a partnership for U.S. federal income tax purposes. A Non-U.S. Holder who is an individual present in the
United States for 183 days or more in the taxable year of disposition of a note and who is not otherwise a
resident of the United States for U.S. federal income tax purposes may be subject to special tax provisions and
is urged to consult his or her own tax advisor regarding the U.S. federal income tax consequences of the
ownership and disposition of a note. The U.S. federal income tax treatment of partners in partnerships holding
notes generally will depend on the activities of the partnership and the status of the partner. Prospective
investors that are partnerships (or entities treated as partnerships for U.S. federal income tax purposes) should
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consult their own tax advisors regarding the U.S. federal income tax consequences to them and their partners
of the acquisition, ownership and disposition of the notes.

u.s. Federal Income Taxation of U.S. Holders

Payments of Interest. A US. Holder must include in gross income, as ordinary interest income, the
stated interest on the notes at the time such interest accmes or is received in accordance with the U.S. Holder's
regular method of accounting for U.S. federal income tax purposes.

Sale, Retirement or Other Taxable Disposition. Upon the sale, retirement or other taxable disposition of
a note, a U.S. Holder generally will recognize taxable gain or loss equal to the difference between (a) the sum
of cash plus the fair market value of other property received on the sale, retirement or other taxable disposition
(except to the extent such cash or property is attributable to accrued but unpaid interest, which will be treated
in the manner described above under "Payments of Interest") and (b) the U.S. Holder's adjusted tax basis in
the note. A U.S. Holder's adjusted tax basis in a note generally will equal the amount paid for the note,
reduced by any principal payments with respect to the note received by the US. Holder. Gain or loss
recognized on the sale, retirement or other taxable disposition of a note generally will be capital gain or loss
and will be long~term capital gain or loss if, at the time of sale, retirement or other taxable disposition, the
note has been held for more than one year. Certain U.S. Holders (including individuals) are currently eligible
for preferential rates of U.S. federal income tax in respect of long~term capital gain (which preferential rates
are currently scheduled to increase on January 1, 2013). The deductibility of capital losses by U.S. Holders is
subject to substantial limitations under the Code.

U.S. Federal Income Taxation of Non-U.S. Holders

Payments of Interest. Subject to the discussion of backup withholding below and provided that a
Non-U.S. Holder's income and gains in respect of a note are not effectively connected with the conduct by the
Non-U.S. Holder of a U.S. trade or business (or, in the case of an applicable tax treaty, attributable to the
Non-U.S. Holder's permanent establishment in the United States), payments of interest on a note to the
Non-U.S. Holder generally will not be subject to U.S. federal income or withholding tax, provided that (a) the
Non-U.S. Holder does not own, directly or constmctively, 10% or more of the total combined voting power of
all classes of our stock entitled to vote within the meaning of section 871 (h)(3) of the Code and the Treasury
regulations thereunder, (b) the Non-US. Holder is not, for US. federal income tax purposes, a "controlled
foreign corporation" related, directly or constructively, to us through stock ownership, (c) the Non-U.S. Holder
is not a bank receiving interest described in section 88 I(c)(3)(A) of the Code and (d) ceriain certification
requirements (as described below) are meL.

Under the Code and the applicable Treasury regulations, in order to obtain an exemption from U.S. federal
withholding tax, either (a) a Non-US. Holder must provide its name and address and certifY, under penalties
of perjury, that such Non-U.S. Holder is not a U.S. person or (b) a securities clearing organization, bank or
other financial instihltion that holds customers' securities in the ordinary course of its trade or business (a
"Financial Institution"), and that holds the notes on behalf of the Non-U.S. Holder, must certify, under
penalties of perjury, that such certificate has been received from such Non~U.S. Holder by such Financial
Instihltion or by another Financial Institution between such Financial Institution and such Non-U.S. Holder
and, if required, must furnish the payor with a copy thereof. Generally, the foregoing certification requirement
may be met if a Non-U.S. Holder delivers a properly executed IRS Form W-8BEN or substitute Form W-8BEN
or the appropriate successor form to the payor. Special rules apply to foreign partnerships, estates and tmsts
and other intermediaries, and in certain circumstances certifications as to foreign status of partners, trust
owners or beneficiaries may have to be provided. In addition, special rules apply to qualified intermediaries
that enter into withholding agreements with the IRS.

Payments of interest on a note that do not satisfy all of the foregoing requirements generally will be
subject to U.S. federal withholding tax at a rate of 30% (or a lower applicable treaty rate, provided certain
certification requirements are met). However, a Non-U.S. Holder generally will be subject to US. federal
income tax in the same mamler as a U.S. Holder with respect to interest on a note if such interest is effectively
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cOilllected with a U.S. trade or business conducted by the Non-U.S. Holder (and, if an income tax treaty
applies, is attributable to a permanent establishment or fixed base maintained by the Non-U.S. Holder in the
United States). Under celtain circumstances, effectively connected interest income received by a corporate
Non-U.S. Holder may be subject to an additional "branch profits tax" at a 30% rate (or a lower applicable
treaty rate, provided cCltain certification requirements are met). Subject to the discussion of backup withhold­
ing below, such effectively connected interest income generally will be exempt from U.S. federal withholding
tax if a N(m~U.S. Holder delivers a properly executed IRS Form W-8ECI to the payor. Non-U.S. Holders
should consult their tax advisors about any applicable income tax treaties, which may provide for an
exemption from or a lower rate of withholding tax, exemption from or reduction of branch profits tax, or other
rules different from those described above.

Sale, Retirement or Other Disposition. Subject to the discussion of backup withholding below, a
Non-U.S. Holder generally will not be subject to U.S. federal income or withholding tax on any gain
recognized on the sale, retirement or other disposition of the notes so long as the holder provides us or the
paying agent with the appropriate certification, unless (a) the Non-U.S. Holder is an individual who is present
in the United States for 183 or more days in the taxable year of disposition and certain other conditions are
met, or (b) the gain is eiTectively cOilllected with the conduct of a U.S. trade or business by the
Non-U.S. Holder (and, if an income tax treaty applies, is attributable to a permanent establishment or fixed
base maintained by the Non-US. Holder in the United States). If the first exception applies, the
Non-US. Holder generally will be subject to U.S. federal income tax at a rate of 30% on the amount by which
its U.S.-source capital gains exceed its U.S.~source capital losses. If the second exception applies, the
Non-US. Holder will generally be subject to U.S. federal income tax on the net gain derived from the sale or
other disposition of the notes in the same manner as a U.S. holder. In addition, corporate Non-U.S. Holders
may be subject to a 30% branch profits tax on any effectively connected earnings and profits. If a
Non-US. Holder is eligible for the benefits of an income tax treaty between the United States and its country
of residence, the U.S. federal income tax treatment of any such gain may be modified in the manner specified
by the treaty.

Information Reporting and Backup Withholding

U.S. Holders. Generally, information reporting will apply to payments of principal and interest on the
notes to a U.S. Holder and to the proceeds of sale or other disposition of the notes, unless the US. Holder is
an exempt recipient (such as a corporation). Backup withholding generally will apply to such payments
(currently at a rate of 28%) unless a U.S. Holder (a) is an exempt recipient and, when required, demonstrates
tins fact, or (b) provides the payor with its taxpayer identification number ('TIN"), certifies that the TIN
provided to the payor is correct and that the U.S. Holder has not been notified by the IRS that such U.S. Holder
is subject to backup withholding due to underreporting of interest or dividends, and otherwise complies with
applicable requirements of the backup withholding rules. Any amount withheld under the backup withholding
rules generally will be allowed as a refund or credit against a U.S. Holder's U.S. federal income tax liability,
provided that the required information is timely furnished to the IRS.

Non-U.S. Holders. When required, we or our paying agent will report payments of interest on the notes
to a Non~U.S. Holder and the amount of any tax withheld from such payments annually to the IRS and to the
Non-U.S. Holder. Copies of these information returns may be made available by the IRS to the tax authorities
of the country in which the Non-U.S. Holder is a resident under the provisions of an applicable tax treaty.
Backup withholding of U.S. federal income tax (cunently at a rate of 28%) will generally not apply to
payments of interest on the notes to a Non~U.S. Holder if the Non-US. Holder certifies under penalties of
perjury that it is not a U.S. person or otherwise establishes an exemption, provided that the payor does not
have actual knowledge or reason to know that such certification is unreliable or that the conditions of the
exemption are in fact not satisfied.

Payments of the proceeds of the sale or other disposition of the notes by or through a foreign office of a
U.S. broker or of a foreign broker with certain specified US. connections will be subject to information
reporting requirements, but generally not backup withholding, unless the broker has evidence in its records
that the payee is not a U.S. person and the broker has no actual knowledge or reason to know to the contrary.
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Payments of the proceeds of a sale or other disposition of the notes by or through the U.S. office of a broker
will be subject to information reporting and backup withholding unless the payee certifies under penalties of
perjury that it is not a U.S. person or otherwise establishes an exemption, provided that the payor does not
have actual knowledge or reason to know that such celtification is unreliable or that the conditions of the
exemption are in fact not satisfied.

Any amount withheld under the backup withholding rules generally will be allowed as a refund or credit
against a Non-U.S. Holder's U.S. federal income tax liability, provided that the required infomlation is timely
fumished to the IRS.

Medicare Tax and Reporting Obligations

For taxable years beginning after December 31, 2012, a U.S. person that is an individual or estate, or a
trust that does not fall into a special class of trusts that is exempt from such tax, will be subject to a 3.8% tax
on the lesser of (1) the U.S. person's "net investment income" for the relevant taxable year and (2) the excess
of the U.S. person's modified gross income for the taxable year over a certain threshold (which in the case of
individuals will be between $125,000 and $250,000 depending on the individual's circumstances). Net
investment income generally includes interest income and net gains from the disposition of the notes, unless
such interest income or net gains are derived in the ordinary course of the conduct of a trade or business
(other than a trade or business that consists of certain passive or trading activities). A U.S. Holder that is an
individual, estate or trust should consult its tax advisor regarding the applicability of the Medicare tax to its
income and gains in respect of its investment in the notes.
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UNDERWRITING (CONFLICTS OF INTEREST)

We are offering the notes described in this prospectus supplement through a number of underwriters. BNP
Paribas Securities Corp., Morgan Stanley & Co. LLC, UBS Securities LLC and Wells Fargo Securities, LLC
are the representatives of the underwriters. We have entered into a firm commitment underwriting agreement
with the representatives. Subject to the terms and conditions of the underwriting agreement, we have agreed to
sell to the underwriters, and each undenvriter has severally agreed to purchase, the aggregate principal amount
of notes listed next to its name in the following table:

Underwriter

BNP Paribas Securities Corp. . .

Morgan Stanley & Co. LLC .

DBS Securities LLC .

Wells Fargo Securities, LLC .

Credit Agricole Securities (USA) Inc. . .

Deutsche Bank Securities Inc .

Goldman, Sachs & Co. . .

RBS Securities Inc. . .

U.S. Bancorp Investments, Inc .

BOSC, Inc .

BB&T Capital Markets, a division of Scott & Stringfellow, LLC .

J.P. Morgan Securities LLC .

Total .

Principal Amount
of Notes

$ 64,000,000

64,000,000

64,000,000

64,000,000

24,000,000

24,000,000

24,000,000

24,000,000

24,000,000

8,000,000

8,000,000

8,000,000

$400,000,000

The underwriting agreement is subject to a number of terms and conditions and provides that the
underwriters must buy all of the notes if they buy any of them. The underwriters will sell the notes to the
public when and if the underwriters buy the notes from us.

The underwriters reserve the right to withdraw, cancel or modify offers to the public and to reject orders
in whole or in part.

The underwriters have advised us that they propose initially to offer the notes to the public at the public
offering prices set forth on the cover of this prospectus supplement, and to certain dealers at such price less a
concession not in excess of 0.50% of the principal amount of the notes. The underwriters may allow, and such
dealers may reallow, a concession not in excess of 0.25% of the principal amount of the notes to certain other
dealers. After the public offering of the notes, the public offering price and other selling terms may be
changed.

We estimate that our share of the total expenses of the offering, excluding the underwriting discount, will
be approximately $1,000,000.

We have agreed to indemnify the several underwriters against, or contribute to payments that the
underwriters may be required to make in respect of, certain liabilities, including liabilities under the Securities
Act of 1933.

The notes are a new issue of securities with no established trading market. The notes will not be listed on
any securities exchange or on any automated dealer quotation system. The underwriters may make a market in
the notes after completion of the offering, but will not be obligated to do so and may discontinue any market­
making activities at any time without notice. No assurance can be given as to the liquidity of the trading
market for the notes or that an active public market for the notes will develop. If an active public market for
the notes does not develop, the market price and liquidity of the notes may be adversely aiIected.

In connection with the offering of the notes, certain of the underwriters may engage in transactions that
stabilize, maintain or otherwise affect the price of the notes. Specifically, the underwriters may overallot in
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connection with the offering, creating a sh01t position. In addition, the underwriters may bid for, and purchase,
the notes in the open market to cover short positions or to stabilize the price of the notes. Any of these
activities may stabilize or maintain the market price of the notes above independent market levels, but no
representation is made hereby of the magnitude of any effect that the transactions described above may have
on the market price of the notes. The underwriters will not be required to engage in these activities, and may
engage in these activities, and may end any of these activities, at any time without notice.

The underwriters and their respective affiliates are full service financial institutions engaged in various
activities, which may include securities trading, commercial and investment banking, financial advisory,
investment management, investment research, principal investment, hedging, financing and brokerage activities.
In the ordinary course of business, certain of the underwriters or their affiliates have provided and may in the
future provide commercial, financial advisory or investment banking services for us and our subsidiaries for
which they have received or will receive customary compensation. Certain of the underwriters are lenders
under our revolving credit facilities. In the ordinary course of their various business aetivities, the underwriters
and their respective affiliates may make or hold a broad array of investments and actively trade debt and
equity securities (or related derivative securities) and finaneial instruments (including bank loans) for their
own account and for the accounts of their customers, and such investment and securities activities may involve
securities and/or instruments of the issuer. The underwriters and their respective affiliates may also make
investment recommendations and/or publish or express independent research views in respect of such securities
or instmments and may at any time hold, or recommend to clients that they acquire, long and/or short
positions in such securities and instmments.

Conflicts of Interest

As described in "Use of Proceeds," the net proceeds from this offering will be used to repay a substantial
portion of our outstanding commercial paper borrowings. Because certain affiliates of the underwriters own
our commercial paper and because more than 5% of the proceeds from this offering, not including
underwriting compensation, may be received by such patties in connection with the repayment of such
commercial paper borrowings, this offering is being conducted in compliance with FINRA Rule 5121.
Pursuant to that rule, the appointment of a qualified independent underwriter is not necessary in connection
with this olTering, as this offering is of a class of securities rated investment grade by a rating service
acceptable to FINRA.

Selling Restrictions

European Economic Area

In relation to each Member State of the European Economic Area which has implemented the Prospectus
Directive, as defined below (each, a "Relevant Member State"), each underwriter has represented and agreed
that, with effect from and including the date on which the Prospectus Directive is implemented in that
Relevant Member State (the "Relevant Implementation Date") it has not made and will not make an offer of
notes which are the subject of the offering contemplated by this prospectus supplement to the public in that
Relevant Member State except that it may, with effect from and including the Relevant Implementation Date,
make an offer of such notes to the public in that Relevant Member State:

(a) at any time to any legal entity which is a qualified investor as defined in the Prospectus
Directive;

(b) at any time to fewer than 100 or, if the Relevant Member State has implemented the relevant
provision of the 2010 PD Amending Directive, as defined below, 150 legal persons (other than qualified
investors as defined in the Prospectus Directive) subject to obtaining the prior consent of the representa­
tives of the underwriters; or

(c) at any time in any other circumstances falling within Article 3(2) of the Prospectus Directive,
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provided that no such offer of notes referred to in (a) to (c) above shall require the publication by the
Company or any underwriter of a prospectus pursuant to Article 3 of the Prospectus Directive, or supplement
to a prospectus pursuant to Article 16 of the Prospectus Directive.

For the purposes of this provision, the expression all "offer to the public" in relation to any notes in any
Relevant Member State means the communication in any form and by any means of sufficient information on
the terms of the offer and the notes to be offered so as to enable an investor to decide to purchase or subscribe
to the notes, as the same may be varied in that Relevant Member State by any measure implementing the
Prospectus Directive in that Relevant Member State, the expression "Prospectus Directive" means Directive
20031711EC (and the amendments thereto, including the 2010 PD Amending Directive, to the extent
implemented in the Relevant Member State), and includes any relevant implementing measure in the Relevant
Member State and the expression "2010 PD Amending Directive" means Directive 20101731EU.

United Kingdom

The notes will only be offered in compliance with all applicable provisions of the Financial Services and
Markets Act 2000 ("FSMA") with respect to anything done in relation to the notes in, from or otherwise
involving the United Kingdom and each underwriter has only communicated or causcd to be communicated
and will only communicate or cause to be communicated any invitation or inducement to engage in investmcnt
activity (within the meaning of Section 21 of the FSMA) received by it in connection with the issue or sale of
Notes in circumstances in which Section 21(1) of the FSMA does not apply to the Company. Without
limitation to the other restrictions referrcd to herein, this prospectus supplement is directed only at (1) persons
outside the United Kingdom, (2) persons having professional experience in matters relating to investments
who fall within the definition of "investment professionals" in Article 19(5) of the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2005, (3) high net worth bodies corporate, unincorporated
associations and partnerships and trustees of high value trusts as described in Article 49(2) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 or (4) persons to whom an invitation or
inducement to engage in investment activity (within the meaning of Seetion 21 of the FSMA) in eonnection
with the issue or sale of any seeurities may otherwise lawfully be eommunicated or causcd to be
communicated. Without limitation to the other restrictions referred to herein, any investment or investment
activity to which this prospectus supplement relate is available only to, and will be engaged in only with, such
persons, and persons within the United Kingdom who receive this communication (other than persons who fall
within (1) to (4) above) should not rely or act upon this communication.
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LEGAL MATTERS

Gibson, DUlm & Crutcher LLP and Hunton & Williams LLP will opine for us as to the validity of the
offered notes. The Underwriters are represented by Sheannan & Sterling LLP, New York, New York.

EXPERTS

The consolidated financial statements of Atmos Energy Corporation appearing in Atmos Energy
Corporation's Annual Report (Form 10-K) for the fiscal year ended September 30,2010 (including the
schedule appearing therein) and the effectiveness of Almas Energy Corporation's internal control over financial
repOlting as of September 30, 201 0 have been audited by Ernst & Young LLP, independent registered public
accounting firm, as set forth in their report thereon, included therein, and incorporated herein by reference.
Such consolidated financial statements are incorporated herein by reference in reliance upon such reports given
on the authority of such firm as experts in accounting and auditing.

With respect to the unaudited condensed consolidated interim financial information of Atmos Energy
Corporation for the six-month periods ended March 31, 2011 and 201 0, incorporated by reference in this
prospectus, Ernst & Young LLP repOlted that they have applied limited procedures in accordance with
professional standards for a review of such information. However, their separate report dated May 5, 2011,
included in Atmos Energy Corporation's quarterly report on Form lO-Q for the quarterly period ended
March 31, 2011, and incorporated herein by reference, states that they did not audit and they do not express
an opinion on that interim financial information. Accordingly, the degree of reliance on their repOlt on such
infonnation should be restricted in light of the limited nature of the review procedures applied. Ernst & Young
LLP is not subject to the liability provisions of Section 11 of the Securities Act of 1933 (the "Act") for their
report on the unaudited interim financial information because that report is not a "report" or a "part" of the
Registration Statement prepared or certified by Ernst & Young LLP within the memung of Sections 7 and 11
of the Act.
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PROSPECTUS

energy

Atmos Energy Corporation

By this prospectus, we offer up to

$1,300,000,000

of debt securities and common stock.

We wi]] provide specific terms of these securities in supplements to this prospectus. This prospectus may
not be used to sell securities unless accompanied by a prospectus supplement. You should read this prospectus
and the applicable prospectus supplement carefully before you invest.

Investing in these securities involves risks. See "Risk Factors" on page 1 of this
prospectus, in the applicable prospectus supplement and in the documents incorporated
by reference.

Our common stock is listed on the New York Stock Exchange under the symbol "ATO."

Our address is 1800 Three Lincoln Centre, 5430 LBJ Freeway, Dallas, Texas 75240, and our telephone
number is (972) 934~9227.

The Securities and Exchange Commission and state securities regulators have not approved or
disapproved of these securities or determined if this prospectus is truthful or complete. Any representa­
tion to the contrary is a criminal offense.

This prospectus is dated March 31, 201 O.



We have not authorized any other person to provide you with any information or to make <my
representation that is different from, or in addition to, the infonnation and representations contained in this
prospectus or in any of the documents that are incorporated by reference in this prospectus. If anyone provides
you with different or inconsistent infomlation, you should not rely on it. You should assume that the
information appearing in this prospectus, as well as the information contained in any document incorporated
by reference, is accurate as of the date of each such document only, unless the information specifically
indicates that another date applies.
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The distribution of this prospectus may be restricted by law in celiain jurisdictions. You should inform
yourself about and observe any of these restrictions. This prospectus cloes not constitute, and may not be used
in connection with, an offer or solicitation by anyone in any jurisdiction in which the offer or solicitation is
not authorized, or in which the person making the offer or solicitation is not qualified to do so, or to any
person to whom it is unlawful to make the offer or solicitation.

The terms "we," "OUI;" "us" and "Atmos Energy" refer to Atmos Energy Corporation and its subsidiaries
unless the context suggests otherwise. The term "you" refers to a prospective investm:



CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Statements contained or incorporated by reference in this prospectus that are not statements of historical
fact are "forward-looking statements" within the meaning of Section 27A of the Securities Act of 1933, as
amended. Forward-looking statements are based on management's beliefs as well as assumptions made by, and
information currently available to, management. Because such statements are based on expectations as to
future results and are not statements of fact, actual results may differ materially from those stated. Impmt1illt
factors that could cause future results to differ include, but are not limited to:

• our ability to continue to access the credit markets to satisfy our liquidity requirements;

• the impact of adverse economic conditions on our customers;

• increased costs of providing pension and postretirement health care benefits and increased funding
requirements;

• market risks beyond our control affecting our risk management activities, including market liquidity,
commodity price volatility, increasing interest rates and counterparty creditworthiness;

• regulatory trends and decisions, including the impact of rate proceedings before various state regulatory
commissions;

• increased federal regulatory oversight and potential penalties;

• the impact of environmental regulations on our business;

• the possible impact of future additional regulatory and financial risks associated with global warming
and climate change on our business;

• the concentration of our distribution, pipeline and storage operations in Texas;

• adverse weather conditions;

• the effects of inflation and changes in the availability and prices of natural gas;

• the capital-intensive nature of our natural gas distribution business;

• increased competition from energy suppliers and alternative forms of energy;

• the inherent hazards and risks involved in operating our natural gas distribution business;

• natural disasters, ten-mist activities or other events; and

• other lisks ancl uncertainties discussed in this prospectus, any accomp1illying prospectus supplement and
our other filings with the SEC.

All of these factors are difficult to predict and many are beyond our control. Accordingly, while we
believe our forward-looking statements to be reasonable, there can be no assurance that they will approximate
actual experience or that the expectations delived from them will be realized. When used in our documents or
oral presentations, the words "anticipate," "believe," "estimate," "expect," "forecast," "goal," "intend," "objec­
tive," "plan," "projection," "seek," "strategy" or similar words are intended to identify forward-looking
statements. We undertake no obligation to update or revise our forward-looking statements, whether as a result
of new information, future events or otherwise.

For additional factors you should consider generally and when evaluating these forward-looking
statements, please see "Risk Factors" on page 1 of this prospectus and "Item lAo Risk Factors" and "Item 7.
Management's Discussion and Analysis of Financial Condition and Results of Operations" in our annual report
on Form 10-K for the fiscal year ended September 30, 2009 and "Item 2. Management's Discussion and
Analysis of Financial Condition and Results of Operations" in our quarterly report on Form 10-Q for the
three-month period ended December 31, 2009. See "Incorporation of Certain Documents by Reference," as
well as the applicable prospectus supplement.
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RISK FACTORS

Investing in our debt secmities or our common stock involves risks. Our business is influenced by many
factors that are difficult to predict and beyond our control and that involve uncertainties that may matedally
affect our results of operations, financial condition or cash flows, or the value of these securities. These risks
and uncertainties include those described in the risk factors and other sections of the documents that are
incorporated by reference in tlus prospectus. Moreover, dsks and uncertainties not presently known to us or
currently deemed immatedal by us may also adversely affect our business, results of operations, financial
condition or cash flows, or the value of our securities. Subsequent prospectus supplements may contain a
discussion of additional risks applicable to an investment in us and the particular type of securities we are
offering under the prospectus supplements. You should carefully consider all of the infoffilation contained in
or incorporated by reference in this prospectus or in the applicable prospectus supplement before you invest in
our debt securities or common stock.

ATMOS ENERGY CORPORATION

Atmos Energy Corporation, headquartered in Dallas, Texas, is engaged pdmarily in the regulated natural
gas distribution and transmission and storage businesses, as well as other nonregulated natural gas businesses.
We are one of the country's largest natural gas-only distributors based on number of customers and one of the
largest intrastate pipeline operators in Texas based on miles of pipe.

We distdbute natural gas through regulated sales and transportation arrangements to over three nullion
residential, commercial, public authority and industrial customers in 12 states through our six regulated natural
gas distribution divisions. Our primary service areas are located in Colorado, Kansas, Kentucky, Louisiana,
Mississippi, Tennessee and Texas. We have more limited service areas in Georgia, Illinois, Iowa, Missouri and
Virginia.

Through our regulated transmission and storage business, we provide natural gas transpOliation and
storage services to our Mid-Tex Division, our largest natural gas distribution division located in Texas, and for
third parties. Additionally, we provide ancillary services customary to the pipeline industry, including parking
aITangements, lending and sales of inventory on hand.

Through our nonregulated businesses, we primarily provide natural gas management and marketing
services to municipalities, other local gas distribution companies and industrial customers primarily in the
Midwest and Southeast. We also provide natural gas transportation and storage services to certain of our
natural gas distdbution divisions and third parties.

SECURITIES WE MAY OFFER

Types of Securities

The types of securities that we may offer and sell from time to time by this prospectus are:

• debt securities, which we may issue in one or more series; and

• common stock.

The aggregate initial offeIing pdce of all securities sold will not exceed $1,300,000,000. We will
determine when we sell securities, the amounts of securities we will sell and the prices and other terms on
which we will sell them. We may sell securities to or through underwriters, through agents or dealers or
directly to purchasers. The offer and sale of securities by this prospectus is subject to receipt of satisfactory
regulatory approvals in five states, all of which have been received and are cun-ently in effect. Under the most
restrictive of these approvals, we are limited to issuing no more than $950,000,000 of senior debt securities
and $350,000,000 of equity securities.



Prospectus Supplements

This prospectus provides you with a general description of the debt securities and common stock we may
offer. Each time we offer securities, we will provide a prospectus supplement that will contain specific
information about the terms of the offering. The prospectus supplement may also add to or change information
contained in this prospectus. In that case, the prospectus supplement should be read as superseding this
prospectus.

In each prospectus supplement, which will be attached to the front of this prospectus, we will include,
among other things, the following information:

• the type and amount of securities which we propose to sell;

• the initial public offering price of the securities;

• the names of the underwriters, agents or dealers, if any, through or to which we will sell the securities;

• the compensation, if any, of those underwriters, agents or dealers;

• if applicable, information about the securities exchanges or automated quotation systems on which the
securities will be listed or traded;

• material United States federal income tax considerations applicable to the securities, where necessary;
and

• any other material information about the olTering and sale of the securities.

For more details on the ternlS of the securities, you should read the exhibits filed with our registration
statement, of which this prospectus is a part. You should also read both this prospectus and the applicable
prospectus supplement, together with additional information described under the heading "Where You Can
Find More Information."

USE OF PROCEEDS

Except as may otherwise be stated in the applicable prospechls supplement, we intend to use the net
proceeds from the sale of the securities that we may offer and sell from time to time by this prospectus for
gcneral corporate purposes, including for working capital, repaying indebtedness and funding capital projects,
acquisitions and other growth.

RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth our ratio of earnings to fixed charges for the periods indicated:

Three Months
Ended

December 31,
Year Ended

September 30,

2009

Ratio of earnings to fixed charges . . . . . . . . . . . . . . . .. 4.56

2008

3.97

2009 2008 2007 200<l 2005

2.74 2.96 2.69 2.50 2.54

For purposes of computing the ratio of earnings to fixed charges, earnings consists of the sum of our
pretax income from continuing operations and fixed charges. Fixed charges consist of interest expense,
amortization of debt discount, premium and expense, capitalized interest and a portion of lease payments
considered to represent an interest factor.

DESCRIPTION OF DEBT SECURITIES

We may issue debt securities from time to time in one or more distinct series. This section summarizes
the material telms that we anticipate will be common to all series of debt securities. Please note that the tenns
of any series of debt securities that we may offer may difTer significantly from the common temlS described in
this prospectus. Many of the other terms of any series of debt securities that we offer, and any differences
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from the common terms described in this prospectus, will be described in the prospectus supplement for such
securities to be attached to the front of this prospectus.

As required by U.S. federal law for all bonds and notes of companies that are publicly offered, a
document called an indenture will govern any debt securities that we issue. An indenture is a contract between
us and a financial institution acting as tmstee on behalf of the purchasers of the debt securities. We have
entered into an indenture with U.S. Bank National Association, as trustce (the "indenture"), which is subject to
the Tmst Indenture Act of 1939. The trustee under the indenture has the following two main roles:

• the trustee can enforce your rights against us if we default; there are some limitations on the extent to
which the trustee acts on your behalf, which are described later in this prospectus; and

• the trustee will perform celiain administrative duties for us, which include sending you interest
payments and notices.

As this section is a summmy of some of the terms of the debt securities we may offer under this
prospectus, it does not describe every aspect of the debt securities. We urge you to read the indenture and the
other documents we file with the SEC relating to the debt securities because the indenture for those securities
and those other documents, and not this description, will define your rights as a holder of our debt securities.
We filed a copy of the indenture with the SEC as an exhibit to our Current Report on Form 8-K filed
Mmch 26, 2009, and it is incorporated in this prospectus by reference. We may file any such other documents
as exhibits to an millual, quarterly or current report that we file with the SEC following their execution. See
"Where You Can Find More Information" for information on how to obtain copies of the indenture and any
such other documents. References to the "indenture" mean the indenture that will define your rights as a
holder of debt securities. Capitalized terms used in this section and not otherwise defined have the meanings
set forth in the indenture.

General

The debt securities will be our unsecured obligations. Senior debt securities will rank equally with all of
our other unsecured and unsubordinated indebtedness. Subordinated debt securities will rank junior to our
senior indebtedness, including our credit facilities.

You should read the prospectus supplement for the following terms of the series of debt securities offered
by the prospectus supplement. Our board of directors will establish the following terms before issuance of the
series:

• the title of the debt securities and whether the debt securities will be senior debt securities or
subordinated debt securities;

• the ranking of the debt securities;

• if the debt securities are subordinated, the terms of subordination;

• the aggregate principal amount of the debt securities, the percentage of their principal amount at which
the debt secUlities will be issued, and the date or dates when the principal of the debt securities will be
payable or how those dates will be determined or extended;

• the interest rate or rates, which may be fixed or vm'iable, that the debt securities will bear, if any, how
the rate or rates will be determined, and the periods when the rate or rates will be in effect;

• the date or dates from which any interest wiH accrue or how the date or dates will be determined, the
date or dates on which any interest will be payable, whether and the terms under which payment of
interest may be deferred, any regular record dates for these payments or how these dates will be
determined and the basis on which any interest will be calculated, if other than all the basis of a
360-day year of twelve 30-day months;
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• the place or places, if any, other than or in addition to New York City, of payment, transfer or exchange
of the debt securities, and where notices or demands to or upon us in respect of the debt securities may
be served;

• any optional redemption provisions and any restrictions on the sources of funds for redemption
payments, which may benefit the holders of other securities;

• any sinking fund or other provisions that would obligate us to repurchase or redeem the debt securities;

• whether the amount of payments of principal of, any premium on, or interest on the debt securities will
be determined with reference to an index, formula or other method, which could be based on one or
more commodities, equity indices or other indices, and how these amounts will be determined;

• any modifications, deletions or additions to the events of default or covenants with respect to the debt
securities described in this prospectus;

• jf not the principal amount of the debt securities, the portion of the principal amount that will be
payable upon acceleration of the maturity of the debt securities or how that portion will be determined;

• any modifications, deletions or additions to the provisions conceming defeasance and covenant
defeasance contained in the indenture that will be applicable to the debt securities;

• any provisions granting special rights to the holders of the debt securities upon the occurrence of
specified events;

• jf other than the trustee, the name of the paying agent, security registrar or transfer agent for the debt
securities;

• if we do not issue the debt securities in book-entry form only to be held by The Depository
Trust Company, as depository, whether we will issue the debt securities in certificated form or the
identity of any altemative depository;

• the person to whom any interest in a debt security will be payable, if other than the registered holder at
the close of business on the regular record date;

• the denomination or denominations in which the debt securities will be issued, if other than denomina­
tions of $2,000 or any integral multiple of $1,000 in excess there.of;

• any provisions requiring us to pay Additional Amounts on the debt securities to any holder who is not
a United States person in respect of any tax, assessment or governmental charge and, if so, whether we
will have the option to redeem the dcbt securities rather than pay the Additional Amounts;

• whether the debt securities will be convertible into or exchangeable for other debt securities, common
shares or other securities of any kind of ours or another obligor, and, if so, the terms and conditions
upon which the debt securities will be so convertible or exchangeable, including the initial conversion
or exchange price or rate or the method of calculation, how and when the conversion price or exchange
ratio may be adjusted, whether conversion or exchange is mandatory, at the option of the holder or at
our option, the conversion or exchange period and any other provision related to the debt
securities; and

• any other material terms of the debt securities or the indenture, which may not be consistent with the
terms set forth in this prospectus.

For purposes of this prospectus, any reference to the payment of principal of, any premium on, or interest
on the debt securities will include Additional Amounts if required by the temlS of the debt securities.

The indenture does not limit the amount of debt securities that we are authorized to issue from time to
time. The indenture also provides that there may be multiple series of debt securities issued thereunder and
more than one trustee thereunder, each for one or more series of debt securities. If a trustee is acting under the
indenture with respect to more than one series of debt securities, the debt securities for which it is acting
would be treated as if issued under separate indentures. If there is more than one trustee under the indenture,
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the powers and trust obligations of each trustee will apply only to the debt securities of the separate series for
which it is trustee.

We may issue debt securities with terms different from those of debt securities already issued. Without
the consent of the holders of the outstanding debt securities, we may reopen a previous issue of a series of
debt securities and issue additional debt securities of that series unless the reopening was restricted when we
created that series.

There is no requirement that we issue debt securities in the future under the indenture, and we may use
other indentures or documentation, containing different provisions in connection with future issues of other
debt securities.

We may issue the debt securities as "original issue discount securities," which are debt securities,
including any zero-coupon debt securities, that are issued and sold at a discount from their stated principal
amount. Original issue discount securities provide that, upon acceleration of their maturity, an amount less
than their principal amount will become due and payable. We will describe the U.S. federal income tax
consequences and other considerations applicable to original issue discount securities in any prospectus
supplement relating to them.

Holders of Debt Securities

Book-Entry Holders. We will issue debt securities in book-enuy fonn only, unless we specify otherwise
in the applicable prospectus supplement. TIllS means the debt securities will be represented by one or more
global securities registered in the name of a financial institution that holds them as depository on behalf of
other financial institutions that participate in the depository's book-entry system. These participating institu­
tions, in tum, hold beneficial interests in the debt securities on behalf of themselves or their customers.

Under the indenture, we will recogtlize as a holder only the person in whose name a debt security is
registered. Consequently, for debt securities issued in global fonn, we will recognize only the depository as
the holder of the debt securities and we will make all payments on the debt securities to the depository. The
depository passes along the payments it receives to its participants, which in turn pass the payments along to
their customers who are the beneficial owners. The depository and its participants do so under agreements
they have made with one another or with their customers; they are not obligated to do so under the ternlS of
the debt securities. As a result, you will not own the debt securities directly. Instead, you will own beneficial
interests in a global security, through a bank, broker or other financial institution that participates in the
depository's book-entry system or holds an interest through a participant. As long as the debt securities are
issued in global form, you will be an indirect holder, and not a holder, of the debt securities.

Street Name Holders. In the future we may terminate a global security or issue debt securities initially
in non-global form. In these cases, you may choose to hold your debt securities in your own name or in "street
name." Debt securities held in street name would be registered in the name of a bank, broker or other financial
institution that you choose, and you would hold only a beneficial interest in those debt securities through an
account you maintain at that institution.

For debt securities held in street name, we will recognize only the intermediary banks, brokers and other
financial institutions in whose names the debt securities are registered as the holders of those debt securities,
and we will make all payments on those debt securities to them. These institutions pass along the payments
they receive to their customers who are the beneficial owners, but only because they agree to do so in their
customer agreements or because they are legally required to do so. If you hold debt securities in street name
you will be an indirect holder, and not a holder, of those debt securities.

Legal Holders. Our obligations, as well as the obligations of the trustee and those of any third parties
employed by us or the trustee, run only to the legal holders of the debt securities. We do not have obligations
to you if you hold beneficial interests in global securities, in street name or by any other indirect means. This
will be the case whether you choose to be an indirect holder of a debt security or have no choice because we
are issuing the debt securities only in global form.
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For example, once we make a payment or give a notice to the holder, we have no further responsibility
for the payment or notice, even if that holder is required, under agreements with depository participants or
customers or by law, to pass it along to the indirect holders but does not do so. Similarly, if we want to obtain
the approval of the holders for any purpose (for example, to amend the indenture or to relieve us of the
consequences of a default or of our obligation to comply with a particular provision of the indenture) we
would seek the approval only from the holders, and not the indirect holders, of the debt securities. Whether
and how the holders contact the indirect holders is up to the holders.

When we refer to you, we mean those who invest in the debt securities being offered by this prospectus,
whether they are the holders or only indirect holders of those debt securities. When we refer to your debt
securities, we mean the debt securities in which you hold a direct or indirect interest.

Special Considerations for Indirect Holders. If you hold debt securities through a bank, broker or other
financial institution, either in book-entry fom1 or in street name, you should check with your own institution to
find out:

• how it handles securities payments and notices;

• whether it imposes fees or charges;

• how it would handle a request for the holders' consent, if ever required;

• whether and how you can instruct it to send you debt securities registered in your own name so you
can be a holder, if that is permitted in the future;

• how it would exercise rights under the debt securities if there were a default or other event triggering
the need for holders to act to protect their interests; and

• if the debt securities are in book-entry form, how the depository's rules and procedures will affect these
matters.

Global Securities

What is a Global Security? We will issue each debt security under the indenture in book-entry form only,
unless we specify otherwise in the applicable prospectus supplement. A global security represents one or any
other number of individual debt securities. Generally, all debt securities represented by the same global
securities will have the same terms. We may, however, issue a global security that represents multiple debt
securities that have different terms and are issued at different times. We call tlus kind of global security a
master global security.

Each debt security issued in book-entry form will be represented by a global security that we deposit
with and register in the name of a financial institution or its nominee that we select. The financial institution
that we select for tlus purpose is called the depository. Unless we specify otherwise in the applicable
prospectus supplement, The Depository Trust Company, New York, New York, known as DTC, will be the
depository for all debt securities issued in book-entry form.

A global security may not be transferred to or registered in the name of anyone other than the depository
or its nominee, unless special termination situations arise. We describe those situations below under "Special
Situations When a Global Security Will Be Tenmnated." As a result of these arrangements, the depository, or
its nominee, will be the sale registered owner and holder of all debt securities represented by a global security,
and investors will be permitted to own only beneficial interests in a global security. Beneficial interests must
be held by means of an account with a broker, bank or other financial institution that in turn has an account
with the depository or with another institution that does. Thus, if your security is represented by a gLobal
security, you will not be a holder of the debt security, but only an indirect holder of a beneficial interest in the
global security.

Special Considerations for Global Securities. We do not recognize an indirect holder as a holder of debt
securities and instead deal only with the depository that holds the global security. The account ruLes of your
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financial institution and of the depository, as well as general laws relating to securities transfers, will govern
your rights relating to a global security.

If we issue debt securities only in the form of a global security, you should be aware of the following:

• you cannot cause the debt securities to be registered in your name, and cannot obtain non-global
certificates for your interest in the debt securities, except in the special situations that we describe
below;

• you will be an indirect holder and must look to your own bank or broker for payments on the debt
securities and protection of your legal rights relating to the debt securities, as we describe under
"Holders of Debt Securities" above;

• you may not be able to sell interests in the debt securities to some insurance companies and to other
institutions that are required by law to own their securities in non-book-entry form;

• you may not be able to pledge your interest in a global security in circumstances where certificates
representing the debt securities must be delivered to the lender or other beneficiary of the pledge in
order for the pledge to be effective;

• the depository's policies, which may change from time to time, will govern payments, transfers,
exchanges and other matters relating to your interest in a global security. We and the tmstee have no
responsibility for any aspect of the depository's actions or for its records of ownership interests in a
global security. We and the tmstee also do not supervise the depository in any way;

• DTC requires, and other depositories may require, that those who purchase and sen interests in a global
security within its book-entry system use immediately available funds and your broker or bank may
require you to do so as well; and

• financial institutions that participate in the depository's book-entry system, and through which you hold
your interest in a global security, may also have their own policies affecting payments, notices and
other matters relating to the debt security. Your chain of ownership may contain more than one
financial intermediary. We do not monitor and are not responsible for the actions of any of those
intermediaries.

Special Situations When a Global Security Will Be Terminated. In a few special situations described
below, a global security will be terminated and interests in it will be exchanged for certificates in non-global
form representing the debt securities it represented. After that exchange, you will be able to choose whether to
hold the debt securities directly or in street name. You must consult your own bank or broker to find out how
to have your interests in a global security transferred on tennination to your own name, so that you will be a
holder. We have described the rights of holders and street name investors above under "Holders of Debt
Securities."

The special situations for termination of a global security are as follows:

• if the depository notifies us that it is unwilling, unable or no longer qualified to continue as depository
for that global security and we do not appoint another institution to act as depository within 60 days;

• if we notify the tmstee that we wish to tenninate that global security; or

• if an event of default has OCCUlTed with regard to debt securities represented by that global security and
has not been cured or waived. We discuss defaults latcr under "Events of Default."

If a global security is terminated, only the depository, and not we or the trustee, is responsible for
deciding the names of the intcrmediary banks, brokers and other financial institutions in whose names the debt
securities represented by the global security arc registered, and, therefore, who will be the holders of those
debt securities.
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Covenants

This section summarizes the material covenants in the indenture. Please refer to the applicable prospectus
supplement for information about any changes to our covenants, including any addition or deletion of a
covenant, and to the indenture for information on other covenants not described in this prospectus or the
applicable prospectus supplement.

Limitations on Liens. We covenant in the indenture that we will not, and will not permit any of our
Restricted Subsidiaries to, create, incur, issue or assume any Indebtedness secured by any Lien on any
Principal Property, or on shares of stock or Indebtedness of any Restricted Subsidiary, known as Restricted
Securities, without making effective provision for the Outstanding Securities, other than debt securities of any
series not entitled to the benefit of this covenant, to be secured by a Lien equally and ratably with, or prior to
(or in the case of debt securities of any series that are subordinated in right of payment to the Indebtedness
secured by such Lien, by a Lien subordinated to), the Lien securing such Indebtedness for so long as the
Indebtedness is so secured, except that the foregoing restriction does not apply to:

• any Lien existing on the date of the fust issuance of debt securities of the relevant series under the
indenture or existing on such other date as may be specified in any supplemental indenture, board
resolution or otIicer's certificate with respect to such series;

• any Lien on any Principal Property or Restricted Securities of any person existing at the time that
person is merged or consolidated with or into us or a Restricted Subsidiary, or this person becomes a
Restricted Subsidiary, or arising thereafter otherwise than in connection with the borrowing of money
arranged thereafter and pursuant to contractual commitments entered into prior to and not in contempla­
tion of the person's becoming a Restricted Subsidiary;

• any Lien on any Principal Propelty or Restricted Securities existing at the time we or a Restricted
Subsidiary acquire the Principal Property or Restricted Securities, whether or not the Lien is assumed
by us or the Restricted Subsidiary, provided that this Lien may not extend to any other Principal
Property or Restricted Securities of ours or any Restricted Subsidiary;

• any Lien on any Principal Property, including any improvements on any existing Principal Property, of
ours or any Restricted Subsidiary, and any Lien on Restricted Securities of a Restricted Subsidiary that
was forn1ed or is held for the purpose of acquiring and holding the Principal Property, in each case to
secure all or any part of the cost of acquisition, development, operation, constmction, alteration, repair
or improvement of all or any part of the Principal Property, or to secure Indebtedness incurred by us or
a Restricted Subsidiary for the purpose of financing all or any part of that cost, provided that the Lien
is created prior to, at the time of, or within 12 months after the latest of, the acquisition, completion of
construction or improvement or commencement of commercial operation of that Principal Property and,
provided further, that the Lien may not extend to any other Principal Propelty of ours or any Restricted
Subsidiary, other than any currently unimproved real property on which the Principal Propelty has been
constructed or developed or the improvement is located;

• any Lien on any Principal Property or Restricted Securities to secure Indebtedness owed to us or to a
Restricted Subsidiary;

• any Lien in favor of a governmental body to secure advances or other payments under any contract or
statute or to secure Indebtedness incurred to finance the purchase price or cost of constmcting or
improving the property subject to the Lien;

• any Lien created in connection with a project financed with, and created to secure, Non-Recourse
Indebtedness;

• any extension, renewal, substitution or replacement, or successive extensions, renewals, substitutions or
replacements, in whole or in part, of any Lien referred to in any of the bullet points above, provided
that the Indebtedness secured may not exceed the principal amount of Indebtedness that is secured at
the time of the renewal or refunding, plus any premium, cost or expense in connection with such
extensions, renewals, substitutions or replacements, and that the renewal or refunding Lien must be
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limited to all or any part of the same property and improvements, shares of stock or Indebtedness that
secured the Lien that was renewed or refunded; or

• any Lien not permitted above securing Indebtedness that, together with the aggregate outstanding
principal amount of other secured Indebtedness that would otherwise be subject to the above
restrictions, excluding Indebtedness secured by Liens permitted under the above exceptions, and the
Attributable Debt in respect of all Sale and Leaseback Transactions, not including Attributable Debt in
respect of any Sale and Leaseback Transactions described in the last two bullet points in the next
succeeding paragraph, would not then exceed 15% of our Consolidated Net Tangible Assets.

Limitation on Sale and Leaseback Transactions. We covenant in the indenture that we will not, and will
not pemlit any Restricted Subsidimy to, enter into any Sale and Leaseback Transaction unless:

• we or a Restricted Subsidiary would be entitled, without securing the Outstanding Securities of any
series, to incur Indebtedness secured by a Lien on the Principal Property that is the subject of the Sale
and Leaseback Transaction;

• the Attributable Debt associated with the Sale and Leaseback Transaction would be in an amount
permitted under the last bullet point of the preceding paragraph;

• the proceeds received in respect of the Principal Property so sold and leased back at the time of
entering into the Sale and Leaseback Transaction m'e to be used for our business and operations or the
business and operations of any Subsidiary; or

• within 12 months after the sale or transfer, an amount equal to the proceeds received in respect of the
Principal Property sold and leased back at the time of entering into the Sale and Leaseback Transaction
is applied to the prepayment, other than mandatory prepayment, of any Outstanding Securities or
Funded Indebtedness owed by us or a Restricted Subsidiary, other than Funded Indebtedness that is
held by us or any Restricted Subsidiary or our Funded Indebtedness that is subordinate in right of
payment to any Outstanding Securities that are entitled to the benefit of this covenmlt.

Definitions. Following are definitions of some of the terms used in the covenants described above.

"Attributable Debt" means, as to any lease under which a person is at the time liable for rent, at a date
that liability is to be determined, the total net amount of rent required to be paid by that person under the
lease during the remaining tem1, excluding amounts required to be paid on account of maintenance and
repairs, services, insurance, taxes, assessments, water rates and similar charges and contingent rents,
discounted from the respective due dates thereof at the rate of interest (or Yield to Maturity, in the case of
original issue discount securities) borne by the then Outstanding Securities, compounded monthly.

"Capital Stock" means any and all shares, interests, rights to purchase, warrants, options, participations
or other equivalents of or interests, however designated, in stock issued by a corporation.

"Consolidated Net Tangible Assets" means the aggregate amount of assets, less applicable reserves and
other properly deductible items, after deducting:

• all current liabilities, excluding any portion thereof constituting Funded Indebtedness; and

• all goodwill, trade names, trademarks, patents, unamortized debt discount and expense and other like
intangibles,

all as set forth on our most recent consolidated balance sheet contained in our latest quarterly or annual report
filed with the SEC under the Securities Exchange Act of 1934, as amended, and computed in accordm1ce with
generally accepted accounting principles.

"Funded Indebtedness" mClli1S, as applied to any person, all Indebtedness of the person maturing after, or
renewable or extendible at the option of the person beyond, 12 months from the date of determination.

"Indebtedness" means obligations for money borrowed, evidenced by notes, bonds, debentures or other
similar evidences of indebtedness.
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"Lien" means any lien, mortgage, pledge, encumbrance, charge or security interest securing Indebtedness;
provided, however, that the following types of transactions will not be considered, for purposes of this
definition, to result in a Lien:

• any acquisition by us or any Restricted Subsidiary of any property or assets subject to any reservation
or exception under the terms of which any vendor, lessor or assignor creates, reserves or excepts or has
created, reserved or excepted an interest in oil, gas or any other mineral in place or the proceeds of that
interest;

• any conveyance or assignment whereby we or any Restricted Subsidiary conveys or assigns to any
person or persons an interest in oil, gas or any other mineral in place or the proceeds of that interest;

• any Lien upon any propelty or assets either owned or leased by us or a Restricted Subsidiary or in
which we or any Restricted Subsidiary owns an interest that secures for the benefit of the person or
persons paying the expenses of developing or conducting operations for the recovery, storage,
transportation or sale of the mineral resources of the property or assets, or property or assets with which
it is unitized, the payment to the person or persons of our proportionate part or the Restricted
Subsidiary's proportionate part of the development or operating expenses;

• any lease classified as an operating lease under generally accepted accounting principles;

• any hedging arrangements entered into in the ordinary course of business, including any obligation to
deliver any mineral, commodity or asset; or

• any guarantees that we make for the repayment of Indebtedness of any Subsidiary or guarantees by any
Subsidiary of the repayment of Indebtedness of any entity, including Indebtedness of Atmos Energy
Marketing, LLC.

"Non-Recourse Indebtedness" means, at any time, Indebtedness incurred after the date of the indenture
by us or a Restricted Subsidiary in connection with the acquisition of property or assets by us or a Restricted
Subsidiary or the financing of the constmction of or improvements on property, whenever acquired, provided
that, under the terms of this Indebtedness and under applicable law, the recourse at the time and thereafter of
the lenders with respect to this Indebtedness is limited to the property or assets so acquired, or the constmction
or improvements, including Indebtedness as to which a performance or completion guarantee or similar
undeItaking was initially applicable to the Indebtedness or the related property or assets if the guarantee or
similar undertaking has been satisfied and is no longer in effect. Indebtedness which is otherwise Non­
Recourse Indebtedness will not lose its character as Non-Recourse Indebtedness because there is recourse to
us, any subsidiary of ours or any other person for (a) environmental or tax warranties and indemnities and
such other representations, warranties, covenants and indemnities as are customarily required in such
transactions or (b) indemnities for and liabilities arising from fraud, misrepresentation, misapplication or non­
payment of rents, profits, insurance and condemnation proceeds and other sums actually received hom secured
assets to be paid to the lender, wa5te and mechanics' liens or similar matters.

"Principal Property" means any natural gas distribution property located in the United States, except any
property that in the opinion of our board of directors is not of material importance to the total business
conducted by us and of our consolidated Subsidiaries.

"Restricted Subsidial}'" means any Subsidiary the amount of Consolidated Net Tangible Assets of which
constitutes more than 10% of the aggregate amount of Consolidated Net Tangible Assets of us and our
Subsidiaries.

"Sale and Leaseback Transaction" means any arrangement with any person in which we or any
Restricted Subsidiary leases any Principal Property that has been or is to be sold or transferred by us or the
Restricted Subsidiary to that person, other than any such arrangement involving:

• a lease for a term, including renewals at the option of the lessee, of not more than three years or
classified as an operating lease under generally accepted accounting principles;

• leases between us and a Restricted Subsidiary or between Restricted Subsidiaries; and
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• leases of a Principal Property executed by the time of, or within 12 months after the latest of, the
acquisition, the completion of construction or improvement, or the commencement of commercial
operation, of the Principal Property, whichever is later.

"Subsidiary" of ours means:

• a corporation, a majority of whose Capital Stock with rights, under ordinmy circumstances, to elect
directors is owned, directly or indirectly, at the date of determination, by us, by one or more of our
Subsidiaries or by us and one or more of our Subsidiaries; or

• any other person, other than a corporation, in which at the date of determination we, one or more of
our Subsidiaries or we and one or more of our Subsidiaries, direetly or indirectly, have at least a
majority ownership and power to direct the policies, management and affairs of that person.

Consolidation, Merger or Sale ofAssets. Under the terms of the indenture, we will be generally
permitted to consolidate with or merge into another entity. We will also be permitted to sell or transfer our
assets substantially as an entirety to another entity. However, we may not take any of these actions unless all
of the following conditions are met:

• the resulting entity must agree to be legally responsible for all our obligations relating to the debt
securities and the indenture;

• the transaction must not cause a default or an Event of Default, as described below;

• the resulting entity must be organized under the laws of the United States or one of the states or the
District of Columbia; and

• we must deliver an officers' certificate and legal opinion to the trustee with respect to the transaction.

In the event that we engage in one of these transactions and comply with the conditions listed above, we
would be discharged from all our obligations and covenants under the indenture and all obligations under the
Outstanding Securities, with the successor corporation or person succeeding to our obligations and covenants.

In the event that we engage in one of these transactions, the indenture provides that, if any Principal
Property or Restricted Securities would thereupon become subject to any Lien securing the Indebtedness, the
debt securities, other than debt securities not entitled to the benefits of specified covenants, must be secured,
as to such Principal Property or Restricted Securities, equally and ratably with (or prior to or, in the case of
debt securities that are subordinated in right of payment to the Indebtedness secured by such Lien or in the
case of other Indebtedness of ours that is subordinated to the debt securities, on a subordinated basis to such
Lien securing) the Indebtedness or obligations that upon the occunence of such transaction would become
secured by the Lien, unless the Lien could be created under the indenture without equally and ratably securing
the debt securities (or, in the case of debt securities that are subordinated in right of payment to the
Indebtedness secured by such Lien, on a subordinated basis to such Lien).

Modification or Waiver

There are two types of changes that we can make to the indenture and the debt securities.

Changes Requiring Approval. With the approval of the holders of at least a majority in principal amount
of all outstanding debt securities of each series affected (including any such approvals obtained in connection
with a tender or exchange offer for outstanding debt securities), we may make any changes, additions or
deletions to any provisions of the indenture applicable to the affected series, or modify the rights of the
holders of the debt securities of the affected series. However, without the consent of each holder affected, we
cannot:

• change the stated maturity of the principal of, any premium on, or the interest on a debt security;

• reduce the principal amount, any premium on, or the rate of interest on a debt security;

• change any of our obligations to pay Additional Amounts;
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• reduce the amount payable upon acceleration of maturity following the default of a debt security whose
principal amount payable at stated maturity may be more or less than its principal face amount at
original issuance or an original issue discount security;

• adversely affect any right of repayment at the holder's option;

• change the place of payment of a debt security;

• impair the holder's right to sue for payment;

• adversely affect any right to convert or exchange a debt security;

• reduce the percentage of holders of debt securities whose consent is needed to modify or amend the
indenture; or

• modify certain provisions of the indenture dealing with suits for enforcement of payment by the trustee
or modification and waiver, except to increase any percentage of consents required to amend the
indenture or for any waiver, or to modify the provisions of the indenture dealing with the unconditional
right of the holders of the debt securities to receive principal, premium, if any, and interest.

Changes Not Requ.iring Approval. The second type of change does not require any vote by the holders
of the debt securities. This type is limited to clarifications and certain other changes that would not adversely
affect holders of the outstanding debt securities in any material respect. Additionally, we do not need any
approval to make any change that affects only debt securities to be issued under the indenture after the
changes take effect

Fu.rther Details Concerning Voting. When taking a vote, we will use the following rules to decide how
much principal amount to attribute to a debt security:

• for original issue discount securities, we will use the principal amount that would be due and payable
on the voting date if the maturity of the debt securities were accelerated to that date because of a
default; and

• for debt securities whose principal amount is not known (for example, because it is based on an index)
we will use a special mle for that debt security described in the applicable prospectus supplement.

Debt securities will not be considered outstanding, and therefore not eligible to vote, if we have deposited
or set aside in tmst money for their payment or redemption. Debt securities will also not be eligible to vote if
they have been fully defeased as described later under "Defeasance and Covenant Defeasance."

Book-entry and other indirect holders should consult their banks or brokers for information on
how approval may be granted or denied if we seek to change the indenture or the debt securities or
request a waiver.

Events of Default

Holders of debt securities will have special rights if an Event of Default occurs as to the debt securities
of their series that is not cured, as described later in this subsection. Please refer to the applicable prospectus
supplement for information about any changes to the Events of Default, including any addition of a provision
providing event risk or similar protection.

W7wt is an Event of Default? The term "Event of Default" as to the debt securities of a series means any
of the following:

• we do not pay interest on a debt sccurity of the series within 30 days of its due date;

• we do not pay the principal of or any premium, if any, on a debt security of the series on its due datc;

• wc do not deposit any sinking fund payment when and as clue by the teffilS of any debt securities
requiring such payment;
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• we remain in breach of a covenant or agreement in the indenture, other than a covenant or agreement
not for the benefit of the series, for 60 days after we receive written notice stating that we are in breach
from the trustee or the holders of at least 25 percent of the principal amount of the debt securities of
the series;

• we or a Restricted Subsidiary is in default under any matured or accelerated agreement or instrument
under which we have outstanding Indebtedness for borrowed money or guarantees, which individually
is in excess of $25,000,000, and we have not cured any acceleration within 30 days after we receive
notice of this default from the trustee or the holders of at least 25 percent of the principal amount of
the debt securities of the series, unless prior to the entry of judgment for the trustee, we or the
Restricted Subsidiary remedy the default or the default is waived by the holders of the indebtedness;

• we file for bankruptcy or other events of bankruptcy, insolvency or reorganization occur; or

• any other Event of Default provided for the benefit of debt securities of the series.

An Event of Default for a particular series of debt securities will not necessarily constitute an Event of
Default for any other series of debt securities issued under the indenture.

The trustee may withhold notice to the holders of debt securities of a particular series of any default if it
considers its withholding of notice to be in the interest of the holders of that series, except that the trustee
may not withhold notice of a default in the payment of the principal of, any premium on, or the interest on the
debt securities or in the payment of any sinking fund installment with respect to the debt securities.

Remedies if an Event of Default Occurs. If an event of default has occurred and is continuing, the
trustee or the holders of at least 25 percent in principal amount of the debt securities of the affected series
may declare the entire principal amount and all accrued interest of all the debt securities of that series to be
due and immediately payable by notifying us, and the trustee, if the holders give notice, in writing. TillS is
called a declaration of acceleration of maturity.

If the maturity of any series of debt securities is accelerated and a judgment for payment has not yet been
obtained, the holders of a majority in principal amount of the debt securities of that series may cancel the
acceleration if all events of default other than the non-payment of principal or interest on the debt securities of
that series that have become due solely by a declaration of acceleration are cured or waived, and we deposit
with the trustee a sufficient sum of money to pay:

• all overdue interest on outstanding debt securities of that series;

• all unpaid principal and any premium, if any, of any outstanding debt securities of that series that has
become due otherwise than by a declaration of acceleration, and interest on the unpaid principal and
any premium, if any;

• all interest on the overdue interest; and

• all amounts paid or advanced by the trustee for that series and reasonable compensation of the trustee.

Except ill cases of default, where the trustee has some special duties, the trustee is not required to take
any action under the indenture at the rcguest of any holders unless the holders offer the trustee reasonable
protection from expenses and liability. This is called an indemnity. If reasonable indemnity is provided, the
holders of a majority in principal amount of the outstanding debt securities of the relevant series may direct
the time, method and place of conducting any lawsuit or other formal legal action seeking any remedy
available to the trustee. The trustee may refuse to follow those directions if the directions conflict with any
law or the indenture or expose the trustee to personal liability. No delay or omission in exercising any right or
remedy will be treated as a waiver of that right, remedy or Event of Default.
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Before a holder is allowed to bypass the trustee and bring his or her own lawsuit or other formal legal
action or take other steps to enforce his or her rights or protect his or her interest relating to the debt
securities, the following must occur:

• the holder must give the trustee written notice that an Event of Default has occurred and remains
uncured;

• the holders of at least 25 percent in principal amount of all outstanding debt securities of the relevant
series must make a written request that the trustee take action because of the default and must offer
reasonable indemnity to the trustee against the cost and other liabilities of taking that action;

• the trustee must not have instituted a proceeding for 60 days after receipt of the above notice and offer
of indemnity; and

• the holders of a majority in principal amount of the debt securities must not have given the trustee a
direction inconsistent with the above notice during the 60-day period.

However, a holder is entitled at any time to bring a lawsuit for the payment of money due on his or her
debt securities on or after the due date without complying with the foregoing.

Holders of a majority in principal amount of the debt securities of the affected series may waive any past
defaults other than the following:

• the payment of principal, any premium, or interest on any debt security; or

• in respect of a covenant that under the indenture cannot be modified or amended without the consent of
each holder affected.

Each year, we will furnish the trustee with a written statement of two of our officers certifying that, to
their knowledge, we are in compliance with the indenture and the debt securities, or else specifying any
default.

Book-entry and other indirect holders should consult their banks or brokers for information on how to
give notice or direction to or make a request of the trustee and how to declare or cancel an acceleration.

Defeasance and Covenant Defeasance

Unless we provide otherwise in the applicable prospectus supplement, the provisions for full defeasance
and covenant defeasance described below apply to each series of debt securities. In general, we expect these
provisions to apply to each debt security that is not a floating rate or indexed debt security.

Full Defeasance. If there is a change in U.S. federal tax law, as described below, we can legally release
ourselves from all payment and other obligations on the debt securities, called "full defeasance," if we put in
place the following anangements for you to be repaid:

• we must deposit in trust for the benefit of all holders of the debt securities a combination of money and
obligations issued or guaranteed by the U.S. government that will generate enough cash to make
interest, principal and any other payments on the debt securities on their various due dates; and

• we must deliver to the trustee a legal opinion confirming that there has been a change in current federal
tax law or an IRS mling that lets us make the above deposit without causing you to be taxed on the
debt securities any differently than if we did not make the deposit and just repaid the debt securities
ourselves at maturity.

If we ever did accomplish defeasance, as described above, you would have to rely solely on the trust
deposit for repayment of the debt securities. You could not look to us for repayment in the event of any
shortfall. Conversely, the trust deposit would most likely be protected from claims of our lenders and other
creditors if we ever become bankrupt or insolvent. If we accomplish a defeasance, we would retain only the
obligations to register the transfer or exchange of the debt securities, to maintain an office or agency in respect
of the debt securities and to hold moneys for payment in trust.
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Covenant Defeasance. Under current federal tax law, we can make the same type of deposit described
above and be released from any restrictive covenants in the indenture. This is called "covenant defeasance." In
that event, you would lose the protection of any such covenants but would gain the protection of having
money and obligations issued or guaranteed by the U.S. government set aside in tmst to repay the debt
securities. In order to achieve covenant defeasance, we must do the following:

• deposit in tmst for your benefit and the benefit of all other direct holders of the debt securities a
combination of money and obligations issued or guaranteed by the U.S. government that will generate
enough cash to make interest, principal and any other payments on the debt securities on their various
due dates; and

• deliver to the tmstee a legal opinion of our counsel confirming that, under current federal income tax
law, we may make the deposit described above without causing you to be taxed on the debt securities
any differently than if we did not make the deposit and just repaid the debt securities ourselves at
maturity.

If we accomplish covenant defeasance, you can still look to us for repayment of the debt securities if
there were a shOltfall in the tmst deposit or the tmstee is prevented from making payment. In fact, if one of
the remaining Events of Default occurred, such as our bankruptcy, and the debt securities became immediately
due and payable, there may be a shortfall. Depending on the event causing the default, you may not be able to
obtain payment of the shortfall.

Debt Securities Issued in Non-Global Form

If any debt securities cease to be issued in global form, they will be issued:

• only in fully registered form;

• without interest coupons; and

• unless we indicate otherwise in the prospectus supplement, in denominations of $2,000 and amounts
that are integral multiples of $1,000 in excess thereof.

Holders may exchange their debt securities that are not in global form for debt securities of smaller
denominations or combined into fewer debt securities of larger denominations, as long as the total principal
amount is not changed.

Holders may exchange or transfer their debt securities at the office of the tmstee. We may appoint the
tmstee to act as our agent for registering debt securities in the names of holders transferring debt securities, or
we may appoint another entity to perform these functions or perform them ourselves.

Holders will not be required to pay a service charge to transfer or exchange their debt securities, but they
may be required to pay for any tax or other governmental charge associated with the transfer or exchange. The
transfer or exchange will be made only if our transfer agent is satisfied with the holder's proof of legal
ownership.

If we have designated additional transfer agents for a holder's debt security, they will be named in the
applicable prospectus supplement. We may appoint additional transfer agents or cancel the appointment of any
particular transfer agent. We may also approve a change in the office through which any transfer agent acts.

If any debt securities are redeemable and we redeem less than all those debt securities, we may stop the
transfer or exchange of those debt securities during the period beginning 15 days before the day we mail the
notice of redemption and ending on the day of that mailing, in order to freeze the list of holders to prepare the
mailing. We may also refuse to register transfers or exchanges of any debt securities selected for redemption,
except that we will continue to permit transfers and exchanges of the unredeemed portion of any debt security
that will be partially redeemed.

If a debt security is issued as a global security, only the depository will be entitled to transfer and
exchange the debt security as described in this section, since it will be the sale holder of the debt security.
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Payment Mechanics

Who Receives Payment? If interest is due on a debt security on an interest payment date, we will pay the
interest to the person or entity in whose name the debt security is registered at the close of business on the
regulm' record date, discussed below, relating to the interest payment date. If interest is due at maturity but on
a day that is not an interest payment date, we will pay the interest to the person or entity entitled to receive
the principal of the debt security. If principal or another amount besides interest is due on a debt security at
matmity, we will pay the amount to the holder of the debt security against surrender of the debt security at a
proper place of payment, or, in the case of a global security, in accordance with the applicable policies of the
depository.

Payments on Global Securities. We will make payments on a global security in accordance with the
applicable policies of the depository as in effect from time to time. Under those policies, we will pay directly
to the depository, or its nominee, and not to any indirect holders who own beneficial interests in the global
secmity. An indircct holder's right to those payments will be governed by the rules and practices of the
depository and its participants, as described above under "What is a Global Secmity?".

Payments on Non-Global Securities. For a debt security in non-global form, we will pay interest that is
due on an interest payment date by check mailed on the interest payment date to the holder at his or her
address shown on the trustee's records as of the close of business on the regular record date. We will make all
other payments by check, at the paying agent described below, against surrender of the debt security. We will
make all payments by check in next-day funds; for example, funds that become available on the day after the
check is cashed.

Alternatively, if a non-global security has a face amount of at least $1,000,000 and the holder asks us to
do so, we will pay any amount that becomes due on the debt security by wire transfer of immediately
available funds to an account at a bank in New York City on the due date. To request wire payment, the
holder must give the paying agent appropriate transfer instmctions at least five business days before the
requested wire payment is due. In the case of any interest payment due on an interest payment date, the
instructions must be given by the person who is the holder on the relevant regular record date. In the case of
any other payment, we will make payment only after the debt security is surrendered to the paying agent. Any
wire instructions, once properly given, will remain in effect unless and until new instructions are given in the
manner described above.

Regular Record Dates. We will pay interest to the holders listed in the trustee's records as the owners of
the debt securities at the close of business on a particular day in advance of each interest payment date. We
will pay interest to these holders if they are listed as the owner even if they no longer own the debt security
on the interest payment date. That particular day, usually about two weeks in advance of the interest payment
date, is called the "regular record date" and will be identified in the prospectus supplement.

Payment When Offices Are Closed. If any payment is due on a debt security on a day that is not a
business day, we will make the payment on the next business day. Payments postponed to the next business
day in this situation will be treated under the indenture as if they were made on the original due date. A
postponement of this kind will not result in a default under any debt security or the indenture, and no interest
will accrue on the postponed amount from the original due date to the next business day.

Paying Agents. We may appoint one or more financial institutions to act as our paying agents, at whose
designated offices debt securities in non-global form may be sUHendered for payment at their maturity. We
call each of those offices a paying agent. We may add, replace or terminate paying agents from time to time.
We may also choose to act as our own paying agent. Initially, we have appointed the trustee, at its corporate
tmst office in New York City, as the paying agent. We must notify you of changes in the paying agents.

Book-entry and other indirect holders should consult their banks or brokers for information on how they
will receive payments on their debt securities.

16



The Trustee Under the Indenture

u.s. Bank National Association is the tmstee under the indenture for our debt securities. We will identify
any other entity acting as the tmstee for a series of debt securities that we may oHer in the prospectus
supplement for the offering of such debt securities.

The trustee may resign or be removed with respect to one or more series of debt securities and a
successor trustee may be appointed to act with respect to these series.

DESCRIPTION OF COMMON STOCK

General

Our authorized capital stock consists of 200,000,000 shares of common stock, of which 93,146,536 shares
were outstanding on March 26, 2010. Each of our shares of common stock is entitled to one vote on an
matters voted upon by shareholders. Our shareholders do not have cumulative voting rights. Our issued and
outstanding shares of common stock are fully paid and nonassessable. There are no redcmption or sinking
fund provisions applicable to the shares of our common stock, and such shares are not entitled to any
preemptive rights. Sincc we are incorporated in both Texas and Virginia, we must comply with the laws of
both states when issuing shares of our common stock.

Holders of our shares of common stock are entitled to receive such dividends as may be declared from
time to time by our board of directors from our assets legally available for the payment of dividcnds and,
upon our liquidation, a pro rata share of all of our assets available for distribution to our sharcholders.

American Stock Transfer & Trust Company is the registrar and transfer agent for our common stock.

Charter and Bylaws Provisions

Some provisions of our articles of incorporation and bylaws may be deemed to have an "anti-takeover"
effect. The following description of these provisions is only a summary, and we refer you to our articles of
incorporation and bylaws for more information. Our articles of incorporation and bylaws are included as
exhibits to our annual repOlts on Form 10-K filed with the SEC. See "Where You Can Find More
Information."

Classification of the Board. Our board of directors is currently divided into three classes, each of which
consists, as nearly as may be possible, of one-third of the total number of directors constituting the entire
board. There are currently 13 directors serving on the board, with each class of directors serving a three-year
term. However, at our annual meeting of shareholders in February 201 0, our shareholders approved our
proposal to amend the articles of incorporation to eliminate the classification of our board of directors. The
proposal provides that any director currently serving on the board will continue to serve until the expiration of
the tcrm for which he or she was elected. Accordingly, beginning with the 2011 annual meeting of our
shareholders and thereafter, successors to the class of directors whose term expires at that annual meeting will
be elected for one-year terms. That means that until after the annual meeting of shareholders in 2012, the
classification of directors cOllld have the effect of making it more diHicult for shareholders, including those
holding a majority of the outstanding shares, to force an immediate change in the composition of the board.
Until that time, two shareholder meetings, instead of one, would be required to effect a change in the majority
of our board.

Cumulative Voting. Our articles of incorporation prohibit cumulative voting. In general, in the absence
of cumulative voting, one or more persons who hold a majority of our outstanding shares can elect all of the
directors who are subject to election at any meeting of shareholders.

Removal of Directors. Our articles of incorporation and bylaws also provide that our directors may be
removed only for cause and upon the affirmative vote of the holders of at least 75 percent of the shares then
entitled to vote at an election of directors.
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Fair Price Provisions. Article VII of our articles of incorporation provides certain "Fair Price
Provisions" for our shareholders. Under Article VII, a merger, consolidation, sale of assets, share exchange,
recapitalization or other similar transaction, between us or a company controlled by or under common control
with us and any individual, corporation or other entity which owns or controls lO percent or more of our
voting capital stock, would be required to satisfy the condition that the aggregate consideration per share to be
received in the transaction for each class of our voting capital stock be at least equal to the highest per share
price, or equivalent price for any different classes or series of stock, paid by the 10 percent shareholder in
acquiring any of its holdings of our stock. If a proposed transaction with a lO percent shareholder docs not
meet this condition, then the transaction must be approved by the holders of at least 75 percent of the
outstanding shares of voting capital stock held by our shareholders other than the 10 percent shareholder,
unless a majority of the directors who were members of our board immediately prior to the time the 10 percent
shareholder involved in the proposed transaction became a 10 percent shareholder have either:

• expressly approved in advance the acquisition of the outstanding shares of our voting capital stock that
caused the lO percent shareholder to become a lO percent shareholder; or

• approved the transaction either in advance of or subsequent to the lO percent shareholder becoming a
lO percent shareholder.

The provisions of Article VII may not be amended, altered, changed, or repealed except by the
affIrmative vote of at least 75 percent of the votes entitled to be cast thereon at a meeting of our shareholders
duly called for consideration of such amendment, alteration, change, or repeal. In addition, if there is a
10 percent shareholder, such action must also be approved by the affIrmative vote of at least 75 percent of the
outstanding shares of our voting capital stock held by the shareholders other than the 10 percent shareholder.

Shareholder Proposals and Director Nominations. Our shareholders can submit shareholder proposals
and nominate candidates for the board of directors if the shareholders follow the advance notice procedures
described in our bylaws.

Shareholder proposals (other than those sought to be included in our proxy statement) must be submitted
to our corporate secretary at least 60 days, but not more than 85 days, before the annual meeting; provided,
however, that if less than 75 days' notice or prior public disclosure of the date of the annual meeting is given
or made to shareholders, notice by the shareholder to be timely must be received by our corporate secretary no
later than the close of business on the 25th day following the day on which such notice of the date of the
annual meeting was provided or such public disclosure was made. The notice must include a description of the
proposal, the shareholder's name and address and the number of shares held, and all other information which
would be required to be included in a proxy statement filed with the SEC if the shareholder were a participant
in a solicitation subject to the SEC's proxy mles. To be included in our proxy statement for an aIlliual meeting,
our corporate secretary must receive the proposal at least 120 days prior to the anniversary of the date we
mailed the proxy statement for the prior year's annual meeting.

To nominate directors, shareholders must submit a written notice to our corporate secretary at least
60 days, but not more than 85 days, before a scheduled meeting; provided, however, that if less than 75 days'
notice or prior public disclosure of the date of the annual meeting is given or made to shareholders, such
nomination shall have been received by our corporate secretary no later than the close of business on the
25th day following the day on which such notice of the date of the annual meeting was mailed or such public
disclosure was made. The notice must include the name and address of the shareholder and of the
shareholder's nominee, the number of shares held by the shaI'eholder, a representation that the shareholder is a
holder of record of common stock entitled to vote at the meeting, and that the shareholder intends to appear in
person or by proxy to nominate the persons specified in the notice, a description of any arrangements between
the shareholder and the shareholder's nominee, information about the shareholder's nominee required by the
SEC and the written consent of the shareholder's nominee to serve as a director.

Shareholder proposals and director nominations that are late or that do not include all required
information may be rejected. This could prevent shareholders from bringing certain matters before an annual
or special meeting or making nominations for directors.
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PLAN OF DISTRIBUTION

We may sell the securities offered by this prospectus and a prospectus supplement as follows:

• through agents;

• to or through underwriters;

• through dealers;

• directly by us to purchasers; or

• through a combination of any such methods of sale.

We, directly or through agents or dealers, may sell, and the underwriters may resell, the securities in one
or more transactions, including:

• transactions on the New York Stock Exchange or any other organized market where the securities may
be traded;

• in the over-the-counter market;

• in negotiated transactions; or

• through a combination of any such methods of sale.

The securities may be sold at a fixed price or prices which may be changed, at market prices prevailing
at the time of sale, at prices related to such prevailing market prices or at negotiated prices.

Agents designated by us from time to time may solicit offers to purchase the securities. We will name
any such agent involved in the offer or sale of the securities and set forth any commissions payable by us to
such agent in a prospectus supplement relating to any such offer and sale of securities. Unless otherwise
indicated in the prospecUls supplement, any such agent will be acting on a best efforts basis for the period of
its appointment. Any such agent may be deemed to be an underwriter of the securities, as that term is defined
in the Securities Act.

If underwriters are used in the sale of securities, securities will be acquired by the underwriters for their
own account and may be resold from time La time in one or more transactions. Securities may be offered La
the public either through underwriting syndicates represented by one or more managing underwriters or
directly by one or more firms acting as underwriters. If an underwriter or underwriters are used in the sale of
securities, we will execute an underwriting agreement with such underwriter or underwriters at the time an
agreement for such sale is reached. We will set forth in the prospectus supplement the names of the specific
managing underwriter or underwriters, as well as any other underwriters, and the terms of the transactions,
including compensation of the underwriters and dealers. Such compensation may be in the form of discounts,
concessions or commissions. Underwriters and others participating in any offering of securities may engage in
transactions that stabilize, maintain or otherwise affect the price of such securities. We will describe any such
activities in the prospecUls supplement.

We may elect to list any class or series of securities on any exchange, but we are not currently obligated
to do so. It is possible that one or more underwriters, if any, may make a market in a class or series of
securities, but the underwriters will not be obligated to do so and may discontinue any market making at any
time without notice. We cannot give any assurance as to the liquidity of the trading market for any of the
securities we may offer.

If a dealer is used in the sale of the securities, we or an underwriter will sell such securities to the dealer,
as principal. The dealer may then resell such securities to the public at varying prices to be determined by
such dealer at the time of resale. The prospectus supplement will set forth the name of the dealer and the
terms of the transactions.

We may directly solicit offers to purchase the securities, and we may sell directly to institutional investors
or others. These persons may be deemed to be underwriters within the meaning of the Securities Act with
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respect to any resale of the securities. The prospectus supplement will describe the tenns of any such sales,
including the tenns of any bidding, auction or other process, if used.

Agents, underwriters and dealers may be entitled under agreements which may be entered into with us to
indemnification by us against specified liabilities, including liabilities under the Securities Act, or to
contribution by us to payments they may be required to make in respect of such liabilities. The prospectus
supplement will describe the terms and conditions of such indemnification or contribution. Some of the agents,
underwriters or dealers, or their affiliates, may engage in transactions with or perform services for us and our
subsidiaries in the ordinary course of their business.

LEGAL MATTERS

Gibson, Dunn & Crutcher LLP, Denver, Colorado, and Hunton & Williams LLP, Richmond, Virginia,
have each rendered an opinion with respect to the validity of the securities that may be offered under this
prospectus. We filed these opinions as exhibits to the registration statement of which this prospectus is a part.
If counsel for any underwritcrs passes on legal matters in connection with an offering made under this
prospectus, we will name that counsel in the prospectus supplement relating to that offering.

EXPERTS

The consolidated financial statements of Atmos Energy appearing in Atmos Energy Corporation's Annual
Report (Fonn lO-K) for the fiscal year ended September 30, 2009 (including the schedule appearing therein),
and the effectiveness of Atmos Energy Corporation's internal control over financial reporting as of Septem­
ber 30, 2009 have been audited by Ernst & Young LLP, independent registered public accounting firm, as set
fOlth in their reports thereon, included therein, and incorporated herein by reference. Such consolidated
financial statements are incorporated herein by reference in reliance upon such reports given on the authority
of such firm as experts in accounting and auditing.

With respect to the unaudited condensed consolidated interim financial infonnation of Atmos Energy for
the three-month periods ended December 31, 2009 and 2008, incorporated herein by reference, Ernst & Young
LLP reported that they have applied limited procedures in accordance with professional standards for a review
of such information. However, their separate report dated February 3,2010, included in our quarterly report on
Form 10-Q for the three-month period ended December 31, 2009, and incorporated herein by reference, states
that they did not audit and they do not express an opinion on that interim fmancial information. Accordingly,
the degree of reliance on their repmi on such information should be restricted in light of the limited nature of
the review procedures applied. Ernst & Young LLP is not subject to the liability provisions of Section 11 of
the Securities Act of 1933, as amended, for their report on the unaudited interim financial infonnation because
that report is not a "report" or a "part" of the Registration Statement prepared or certified by Ernst & Young
LLP within the meaning of Sections 7 and 11 of the Securities Act of 1933.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other infol111ation with the Securities
and Exchange Conmlission under the Securities Exchange Act of 1934. You may read and copy this
infonnation at the Public Reference Room of the SEC, 100 F Street, N.E., Washington, D.C. 20549, at
prescribed rates. You may obtain information on the operation of the Public Reference Room by calling the
SEC at (800) SEC-0330.

The SEC also maintains an internet Web site that contains repmis, proxy statements and other infonnation
about issuers, like us, who file electronically with the SEC. The address of that site is www.sec.gov. Unless
specifically listed below under "Incorporation of Certain Documents by Reference" the information contained
on the SEC Web site is not incorporated by reference into this prospectus.

You can also inspect repmis, proxy statements and other information about us at the offices of the New
York Stock Exchange, Inc., 20 Broad Street, New York, New York 10005.
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We have filed with the SEC a registration statement on Form S-3 that registers the securities we are
offering. The registration statement, induding the attached exhibits and schedules, contains additional relevant
information about us and the securities offered. The rules and regulations of the SEC allow us to omit celtain
information included in the registration statement from this prospectus.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The SEC allows us to "incorporate by reference" information in tiris prospectus that we have filed with it.
This means that we can disclose important information to you by referring you to another document HIed
separately with the SEC. The information incorporated by reference is considered to be part of this prospectus,
except for any information that is superseded by information that is included directly in this prospectus or the
applicable prospectus supplement relating to an offering of our securities.

We incorporate by reference into this prospectus the documents listed below and any future filings we
make with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 prior to
the termination of our offering of securities. These additional documents include periodic reports, such as
annual reports on Form 1O-K and quarterly reports on Form lO-Q, and current reports on Form 8-K (other
than information furnished under Items 2.02 and 7.01, which is deemed not to be incorporated by reference in
this prospectus), as well as proxy statements (other than information identified in them as not incorporated by
reference). You should review these filings as they may disclose a change in our business, prospects, financial
condition or other affairs after the date of this prospectus.

This prospectus incorporates by reference the documents listed below that we have filed with the SEC but
have not been included or delivered with this document:

• Our annual report on Form lO-K for the year ended September 30, 2009;

• Our quarterly report on Form 1O-Q for the three-month period ended December 31, 2009;

• Our current reports on Form 8-K filed with the SEC on October 15,2009, October 28, 2009,
Novembcr 12, 2009, December 1,2009, December 16,2009 and February 9,2010.

• The following pages and captioned text contained in our definitive proxy statement for the annual
meeting of shareholders on February 3, 2010 and incorporated into our annual report on Form 1O-K:
pages 3 through 5 under the caption "Beneficial Ol-vnership of Common Stock," pages 6 through 10
under the captions "Proposal One - Election of Directors - Nominees for Director" and "- Directors
Continuing in Office:' pages 10 through 13 under the captions "Corporate Governance and Other
Board A1atters - Independence of Directors" and "- Related Person Transactions," pages 14 through
15 under the captions "Corporate Governance and Other Board Matters - Committees of the Board of
Directors" and "- Other Board and Board Committee Matters - Human Resources Committee Inter­

locks and Insider Participation," pages 15 through 20 under the captions "Director Compensation"
through to the end of "Audit Committee-Related Matters - Independence ofAudit Committee Members,
Financial Literacy and Audit Committee Financial Experts," page 22 under the caption "Audit
Committee-Related Matters -Audit Committee Pre-Approval Policy," pages 22 through 33 under the
caption "Compensation Discussion and Analysis," and pages 34 through 52 under the caption "Named
Executive Officer Compensation" through to the end of the caption "Proposal Three - Ratification of
Appointment of Independent Registered Public Accounting Firm."

Thcse documents contain important information about us and our financial condition.
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You may obtain a copy of any of these filings, or any of our future filings, from us without charge by
requesting it in writing or by telephone at the following address or telephone number:

Atmos Energy Corporation
1800 Three Lincoln Centre

5430 LBJ Freeway
Dallas, Texas 75240

Attention: Susan Giles
(972) 934-9227

Our internet Web site address is wWlIwtmosenergy.com. Information on or connected to our internet Web
site is not part of this prospectus.
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Case No. 2013-00148
Atmos Energy Corporation, Kentucky Division

AG DR Set No.1
Question No. 1~182

Page 1 of 1

REQUEST:

Please provide copies of all studies performed by Atmos Energy Corporation and/or
Applicant, or by consultants or investment firms hired by Atmos Energy Corporation
and/or Applicant, to assess: (1) Applicant's financial performance; (2) the performance
of the Applicant relative to other utilities; or (3) the adequacy of the Applicant's return on
equity or overall rate of return.

RESPONSE:

The Company has no such studies.

Respondent: Greg Waller
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Case No. 2013-00148
Atmos Energy Corporation, Kentucky Division

AG DR Set No.1
Question No. 1-183

Page 1 of 1

REQUEST:

Please provide copies of all known investment reports on Atmos Energy Corporation
published since January 1, 2012.

RESPONSE:

Please see Attachment 1 and Attachment 2 for the 2012 and 2013 to date analyst
reports, respectively.

ATTACHMENTS:

ATTACHMENT 1 - Atmos Energy Corporation, OAG_1-183_Att1 - 2012 Analyst
Reports.pdf, 657 Pages.

ATTACHMENT 2 - Atmos Energy Corporation, OAG_1-183_AU2 - 2013 Analyst
Reports.pdf, 236 Pages.

Respondent: Greg Waller
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• Fairly valued at current levels; fundamentals strong

• Even though Atmos' operating income is still being squeezed by customer conservation and the
weather, we think that this will be more than offset by benefits from recent rate hikes.

• The stock's price/cash flow multiple indicates a premium valuation, and its price/sales and
price/book multiples are also slightly above the median for the gas utility industry,

• The company pays a quarterly dividend of $0.345, or $1.38 annually, for ayield of about 4.2%.

• We believe that investors with a four- to five-year time horizon will benefit from the company's strong
financial position, future rate increases, steadily expanding dividends, and attractive integrated
structure.

Analysis by Gary F. Hovis, May 31,2012
ARGUS RATING: HULD

Atmos Energy, headquartered in Dallas, is the country's largest natural gas-only distributor, serving more
than 3.2 million gas utility customers. Atmos Energy's utility operations serve more than 1,500
communities in 12 states. Regulated gas utility operations consist of the Louisiana, West Texas, Mid-Tex,
Colorado/Kansas, Mississippi and Kentucky/Mid-States Divisions. The company's nonutllity businesses,
organized under Atmos Energy Holdings Inc., operate in 22 states. These businesses provide natural gas
marketing and procurement services to industrial, commercial, and municipal customers, and also manage
company-owned natural gas storage and pipeline assets, including one of the largest intrastate natural gas
pipeline systems in Texas.

Analyst's Notes

Price
1$)

EPS
is)

INVESTMENT THESIS

We are maintaining our HOLD rating on Atmos Energy Corp. (NYSE: ATO), as
current valuation metries and our FY13 EPS estimate suggest an unexciting total return
potential over the next 12 months.

At the same time, we are maintaining our long-term BUY rating. Even though Atmos'
operating income is still being squeezed by the recession (residential and commercial
customers are cutting back on consunlption), we think that this will be more than offset by
benefits from recent rate hikes in its Mid-Tex, Louisiana and West Texas gas distribution
operations. We also believe that prospects remain very favorable in the company's
nonregulated pipeline, storage and marketing segments (which provide 25%-30% of
operating income in any given year).

Atmos has proven itself to be a successful acquirer and integrator of gas utilities, with
low oper-ating costs, improved rate structures, and profitable regulated and nonregulated
pipeline and marketing operations. Thanks to the recent incr-ease in rate tariffs in the

Revenue
($10 BII.)

PIBase see imporhlnt information about this report on page 5

©2012 Argus Research Co mpany Argus Analyst Report



CASE NO. 2013-00148
ATTACHMENT 1

Analyst's NoteS.. ,Continued

regulated distribution segment (which represents most of the
company's operating income), Atmos now has negligible exposure
to volatility in gas prices or weather, in contrast to peers with
considerably more risk to their earnings. Finally, the stock offers a
dividend yield of about 4.2%.

REGENT DEVELOPMENTS

On May 2, Atmos Energy reported consolidated results for
fiscal2Q12 (ended March 31, 2012).

Second quarter non-GAAP operating earnings were $116.8
million or $1.28 per share, compared with non-GAAP operating
results in fiscal 2Q11 of $134.3 million or $1.47 per share. The
decline was primarily attributable to a loss in the nonregulated
transmission and storage segment. In addition, above-normal
temperatures in January and February in the company's service
areas played a role.

Regulated natural gas distribution gross profit, excluding
discontinued operations, increased $1.8 million to $380.8 million
from $379.0 million in fiscal 2Q11. This increase reflects a net
$6.4 million increase in rates, primarily in the company's Mid-Tex,
Mississippi and Louisiana service areas, partially offset by a $5.9
million decrease in revenue-related taxes, primarily due to lower
revenue on which the tax is calculated.

Regulated transmission and storage gross profit increased $3.0
million to $58.0 million for fiscal 2Q12 from $55.0 million for
fiscal 2Ql1. This increase is primarily a result of rate design

changes approved in the Atmos Pipeline - Texas rate case that
became effective in May 2011.

Nonregulated transmission and storage gross profit decreased
$24.3 million to a negative $4.2 million for fiscal 2Q12, compared
with $20.1 million for fiscal 2Q11. The decrease primarily reflects
a $9.4 million quarter-over-quarter decrease in realized gas storage
margins.

Atmos Energy still expects fiscal 2012 earnings to be in the
range of $2.30 to $2.40 per diluted share, excluding unrealized
margins. Net income from regulated operations is now expected to
be in the range of $193 million to $200 million, while net income
from nonregulated operations has been revised to $17-$20 million.
Total capital expenditures for fiscal 2012 are expected to increase
about $10 million to the revised range of $690-$710 million.

EARNINGS & GROWTH ANALYSIS
With natural gas sales to industrial and agricultural customers

beginning to stabilize, we are maintaining our FY12 EPS estimate
of $2.40. Further out, we expect the company's regulated gas
utility operations to expand as new commercial and industrial
customers come on board. Management expects normalized
revenue increases of about $50-$60 million annually from
regulated rate decisions. In addition, Atmos' gas utility operations
have rebounded from earlier difficult winter heating seasons, and
are benefiting from higher rates and the recovery of previously
incurred costs. As a result, Atmos now has roughly 98% of its
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RISK ANALYSIS
Cash Cycle (days)
Cash Flow/Cap Ex
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Payout Ratio

Financial & Risk Analysis

The data contained on this page of this report has been
provided by Morningstar, Inc, (© 2012 Morningstar, Inc.
All Rights Reserved), This data (1) is proprietary to
Morningstar and/or ITS content providers; (2) may not be
copied or distributed: ana (3) is not warranted to be
accurate, complete or timely. Neither Morningstar nor its
content provioers are responsible for any oamages or
iosses arising from any use of this information. Past
performance Is no guarantee of future results, This data
is set forth herein for historical reference only and is not
necessarily used in Argus' analysis of the stock set forth
on this page of this report or any other stock or other
security. All earnings figures are in GAAP.
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Analyst's Notes... Continued

utility gross margin protected from weather variances. In addition,
regulatoI's have decoupled approximately 76% of Armas Energy's
gas utility revenues from gas throughput deliveries. This is expected
to significantly reduce gas price risk from demand erosion and to
lower earnings volatility. Our FY13 EPS estimate is $2.55.

FINANCIAL STRENGTH & DIVIDEND
Our financial strength rating for Atmos Energy IS

Medium-High, the second-highest point on our five-point scale.
The debt capitalization ratio at March 31, 2012 was 50.2%,

compared with 51.7% at September 30, 2011 and 47.6% at
March 31, 2011. At March 31, 2012, there was $174.0 million of
short-term debt outstanding, compared with no short-term debt
outstanding at March 31, 2011, while short-term debt was $206.4
million at September 30, 2011.

For the six months ended March 31, 2012, the company
generated operating cash flow of $360.7 million, a $77.7 million
reduction compaI:ed with the six months ended MaI:ch 31, 2011.
The peI:iod-oveI:-peI:iod decrease primarily reflects an incI:ease in
purchased gas stored undnground in the nomegulated segment
with the corresponding gas withdI:awals expected to occur lateI: in
the current fiscal yeaI:, coupled with $43.3 million in contributions
to the company's pension plans.

Capital expenditmes incI:eased to $311.1 million for the six
months ended MaI:ch 31,2012, compaI:ed with $246.7 million in
the prior-year period. The $64.4 million increase primarily reflects

spending I'elated to two new pipeline projects in the Atmos Pipeline
- Texas Division and increased capital spending in the natural gas
distribution segment associated with higher infI:astructuI:e spending
and the development of a new customeI' service system,

The company pays a quarterly dividend of $0.345, or $1.38
annually, for a yield of about 4.2%. Our dividend estimates are
$1.40 for FY12 and $1.42 for FY13.

RISKS
Risks that could cause the ATO share price to fall involve

liquidity and cI:edit issues, as well as spikes in commodity prices.
The company is also at risk from bad debt expense. Other key risks
include adverse weatheI: conditions and their effect on revenues,
regulatory risk (especially when it involves construction cost
recovery) and potential environmental and safety-related liabilities.

COMPANY DESCRIPTION
Armos Energy, headquartered in Dallas, is the country's largest

natural gas-only distributor, seI:Ving more than 3.2 million gas
utility customers. Atmos Energy's utility operations serve more
than 1,500 communities in 12 states. Regulated gas utility
operations consist of the Louisiana, West Texas, Mid-Tex,
ColoradolKansas, Mississippi and Kentucky/Mid-States Divisions.
The company's nonutility businesses, organized under Atmos
Energy Holdings Inc., operate in 22 states. These businesses
provide natural gas marketing and procurement services to
industrial, commercial, and municipal customers, and also manage
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Peer & Industry Analysis
The graphics in Ihis section are designed to
allow investors to Cllmp.re ATD versus its
industry peers, Ille bro~der sector, and the
m~rkel ~s ~ whole, ~s defined by the Argus
Universe of Goveraga.

• The sc~tterplOI shows how ATO slacks up
'ersus its peers on two key
ch~r~cterislics: long-term growth and
value, In general, companies in the lower
left-hand C{lmer are more ,alue-oriented,
While Illose in Ille uppar right-hand comer
~re more growth-0 riented.

• The table builds on the scalterplot by
displaying more financi~1 information.

• Tho bar charts on Ille right take Illa
~nalysis two sleps furlller, by bro~dening

the comparison groups into Ihe sector
level ~nd the m~rkel ~s a whole. This tool
is designed to help in,estors underst~nd

how ATD might fit Into or modify ~

diversified portfolio.

Please see impormnt information ~bout Illis reporl on page 5
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company-owned natural gas storage and pipeline assets, including
one of the largest intr-astate natural gas pipeline systems in Texas.

INDUSTRY
Our rating on the Utility sector is Under-Weight. The sector has

gotten off to a slow start in 2012, after generating a market-leading
performance in 2011.

The sector accounts for 3.4% of the S&P 500. Over the past
five years, the weighting has ranged from 3% to 4%. We think the
sector should account for at most 2%-3 % of diversified portfolios.
The sector includes the electric, gas and water utility industries.

Most fundamentals for the Utility sector look unattractive. By
our calculations (using 2012 EPS), the price/earnings multiple is
14.8, well above the market average. For 2012, EPS are expected to
decline 4%. Revisions are negative. The sector's debt-to-cap ratio is
about 52%, above the market average of 44%. This represents a
risk, given the current state of the credit markets, particularly if
corporate bond rates continue to rise. The sector does offer an
attractive dividend yield of about 4.2%.

The industry's constant need for debt financing offers a
challenge in today's credit-constrained environment. Spreads
between corporate bonds and Treasury bonds have been narrowing
but remain historically high.

Utilities have a long history of working with regulators, and we
have seen a decided pickup in rate increase requests by utilities over
the last two years. In most cases, the utilities are receiving some
60%-65% of the amount they have sought. This compares to the
1980s and 1990s, when electric utilities typically obtained only
about 40%-45% of their requested increases.

VALUATION
ATO trades at 12.9 -times our FY13 operating EPS estimate, at

the high end of the PIE range for comparable gas distribution
utilities. The stock's price/cash flow multiples indicate a premiun1
valuation, and its price/sales and pricelbook multiples are also
slightly above the median for the gas utility industry. Based on
these valuations, we are maintaining our near-term HOLD rating.

At the same time, we believe that investors with a four- to
five-year time hmizon will benefit from the company's strong
financial position, future rate increases, visible forward earnings
stream, steadily expanding dividends, and attractive integrated
structure. Added benefits are the company's strong operating
efficiencies and well-managed gas distribution and marketing
operations. Moreover, the company's generally positive experience
with regulators should go a long way to prevent any precipitous
falloff in profitability.

On May 31, HOLD-rated ATO closed at $33.14, up $0.62.

Please see important information about this report on page 5

©2012 ArglfS Research Company Argus Analyst Report



CASE NO. 2013·00148
ATTACHMENT 1

About Argus

Argus Research, founded by Economist Harold Dorsey in 1934,
has built a top-down, fundamental system that is used by Argus
analysts. This six-point system includes Industry Analysis, Growth
Analysis, Financial Strength Analysis, Management Assessment,
Risk Analysis and Valuation Analysis.

Utilizing forecasts ftom Argus' Economist, the Industry Analysis
identifies industries expected to perform well over the next
one-to-two years.

The Growth Analysis generates proprietary estimates for
companies under coverage.

In the Financial Strength Analysis, analysts study ratios to
understand profitability, liquidity and capital structure.

During the Management Assessment, analysts meet with and
familiarize themselves with the processes of corporate management
teams.

Quantitative trends and qualitative threats are assessed under
the Risk Analysis.

Argus Research Disclaimer

And finally, Argus' Valuation Analysis model integrates a
historical ratio matrix, discounted cash flow modeling, and peer
comparison.

THE ARGUS RESEARCH RATING SYSTEM
Argus uses three ratings for stocks: BUY, HOLD, and SELL.

Stocks are rated relative to a benchmark, the S&P 500.

• A BUY-rated stock is expected to outperform the S&P 500 on
a risk-adjusted basis over a 12-month period. To make this
determination, Argus Analysts set target prices, use beta as the
measure of risk, and compare expected risk-adjusted stock
returns to the S&P 500 forecasts set by the Argus Market
Strategist.

• A HOLD-rated stock is expected to perform in line with the
S&P 500.

• A SELL-rated stock is expected to underperform the S&P 500.

Argus Research is an Independent investment research provider and is not a member of the FINRA or the SIPC, Argus Research is not a registered broker dealer and does not have
investment banking operations. The Argus trademark, service mark and logo arB the intellectual property of Argus Group Inc. The Information contained in this research report is
produced and copyrighted by Argus, and any unalIthorized use, duplication, redistribution or disclosure is prohibited by law and can result in prosecution. The content of this report
may be derived from Argus research reports, notes, or analyses. The opinions and information contained herein have been obtained or derived from sources believed to be reliable,
but Argus makes no representation as to their timeliness, accuracy or completeness or for ttleir fitness for any particular purpose. This report is not an offer to sell or a solicitation of
an offer to buy any security, The information and material presented in this report are for general information only and do not specifically address individual Investment objectives,
financial situations or the particular needs of any specific person who may receive this report. Investing in any security or investment strategies discussed may not be suitable for
you and It is recommended that you consult an independent investment advisor. Nothing in this report constitutes individual investment, legal or tax advice. Argus may issue or may
have issued other reports that are inconsistent with or may reach different conclusions than those represented In this report, and all opinions are reflective of judgments made on the
original date of publication, Argus is under no obligation to ensure that other reports are brought to the attention of any recipient of this report. Argus shall accept no liability for any
loss arising from the use of this report, nor shall Argus treat all recipients of this report as customers simply by virtue of their receipt of this material. Investments involve risk and an
investor may incur either profits or losses, Past performance should not be taken as an indication or guarantee of future performance. Argus has proVided independent research
since 1934. Argus officers, employees, agents and/or affiliates may have positions in stocks discussed in this report. No Argus officers, employees, agents and/or affiliates may
serve as officers or directors of covered companies, or may own more than one percent of a covered company's stock,

Morningstar Disclaimer

© 2012 Morningstar, Inc, All Rights Reserved. Certain financial information included in this report: (1) is proprietary to Morningstar and/or its content providers; (2) may not be
copied or distributed; and (3) is not warranted to be accurate, complete or timely, Neither Morningstar nor Its content providers are responsible for any damages or losses arising
from any use of this Infonmation. Past performance is no guarantee of future results.

©2012 Argus Research Company Argus Analyst Report
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Two Projects Announced at APT: Line Wand Line X are two pipeline projects that will

collectively cost $165 mHlion and contribute in the company's efforts to accelerate rate

base growth to 6-6.5% vs. its previous 4-4.5% target. These two projects bring

expected capital spending for the year to -$690 million, of which a large portion is

eligible for recovery through GRIP filings and/or other regulatory mechanisms.

Quarter Results: Recurring EPS of $0.61 came in below our estimate of $0.86,

reflecting year/year declines in the Natural Gas Distribution and Nonregulated

segments, partially offset by an increase at Regulated Transmission & Storage. Rate

relief was largely offset by a weather normalization adjustment and increased costs at

the distribution segment, while Nonregulated was impacted by lower realized margins

for delivered gas and asset optimization losses. Regulated Transmission & Storage

benefited from higher throughput and incremental contribution tied to its rate case and

GRIP filing.

ATMOS ENERGY

1Q Recap; New Projects Should Accelerate
Rate Base Growth

Earnings Guidance Maintained at $2.30-$2.40: While the range was held steady, the

expectations for the distribution and regulated pipeline were revised higher driven by

O&M savings and Rule 8.209 benefits, offsetting a more subdued outlook for

Nonregulated due to depressed storage spreads and low levels ofvolatility.

lowering Full-Year 2012 to $2.31: For the regulated segments, we continue to expect

$40 million of rate relief. At Nonregulated, we think negative asset optimization

margins may continue into 2Q if natural gas continues getting injected into storage, but

think the losses will be reversed in the latter 2 quarters as gas is withdrawn and sold.

Barclays Capital does and seeks to do business with companies covered in its research reports. As a
result, investors should be aware that the firm may have a conflict of interest that could affect the
objectivity of this report.

Investors should consider this report as only a single factor in making their investment decision.

PLEASE SEE ANALYST(S} CERTIFICATION(S) AND IMPORTANT DISCLOSURES BEGINNING ON PAGE 5.

AlD: Quarterly and Annual EPS (USD)
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Upside/downside scenarios

Downside case $30
In the event that th~"~i~ibi'iitY--~';;;~~~d'-;~t;"'~;ii;f

deteriorates, there could be a longer lag for
recouping investment and growing rate base,
putting at risk the $50-$60 million of operating
income increases expected for 2011-2013.

Upside case $35
___~~~~'"_~'"'"'"'"TOT"'"T",,"mT",n'"~Y"'MlMoW.""'n,,""Y'",YI"M""","","""YIY'~m'In..\.".","~

In the event that asset optimization margins at
Nonregulated achieve results in the original guidance
range of $8-12 million, we think the stock can move
to $35.

Investment casew""._. w. ·_· , . .
Why a 2-Equal Weight? Assets are heavily regulated
and earnings are expected to grow in the mid·single
digits each year. While the regulated Distribution
and Pipeline segments provide visible and steady
growth, there is some volatility tied to the weak
backdrop for the unregulated segments.

Sou ree: FilctSet
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Operating Income 489 501 510 1.4%

EBITDA 706 744 766 2.8%

EBIT 489 499 510 1.4%

Pre-tax income 335 357 356 2.1%

Net income 206 222 219 2.1%

EPS (reported) ($) 2.24 2.31 2,42 2.6%
Diluted shares (m) 92 91 91 -0.7%

Dividend per share ($) 1.34 1.38 1,40 1.5%

Growth Rates

EBITDA 5.8 3.0 2.8

EBIT 5.1 2.1 1.4

Pre-tax 10.2 -0.3 2.2

Net Income 0.8 4.5 2.6

Dividend 1.1 1.4 1.5

Balance sheet and cash flow CAGR
Tangible fixed assets 5,112 5,598 6,023 5.6%

Cash and equivalents 132 16 44 -30.6%

Short and long-term debt 2,296 2,415 2,665 5.1%

Total liabilities 4,585 2,206 2,306 -20.5%

Net debt/(funds) 2,164 2,399 2,621 6.6%

Shareholders' equity 2,178 2,368 2,500 4.7%

Change in working capital 83 (181 ) NA

Operating cash flow 726 374 547 -9.0%

Capital expenditure 543 692 681 7.9%

Free cash flow 494 492 504 0.7%

metrics
13.9 13.3 13.9

f'J/EBITDA 7.3 7.1 7.4

f'J /EBIT 10.9 10.6 11.0

Dividend yield (%) 4.3 4.4 4.3

Total debt/capital (%) 102.0 106.6 105.3

Selected metrics

Gas prices ($/m cf) 3.15 4.35

Oil prices ($/bbl) 99.77 100.00

2010A 2011A l012E 2013E

Note: FY end Dec.
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Reports 1Q

lQ EPS of $0.61 came in below our estimate of $0.86 and consensus of $0.85, reflecting

year/year declines in the Natural Gas Distribution and Nonregulated segments, partially

offset by an increase at Regulated Transmission & Storage. At the utility affiliate, the

impacts of rate relief were largely offset by a weather normalization adjustment and

increased costs. At Nonregulated, lower realizations for delivered gas were a function of a

drop in per-unit margins and a reduction in volumes while asset optimization decreased due

to a timing mismatch between storage withdrawals and the settlement of associated

hedges. Regulated Transmission & Storage results were up due to higher throughput and

incremental contribution associated with its rate case and GRIP filing. Reported EPS of

$0.75 included $0.14 of mark-to-market gains.

Projects to Drive Rate Base Growth of 6-6.5%

Guidance for capital expenditures was raised by $50 million for the 2012 fiscal year as 2

new projects at Atmos Pipeline - Texas pipeline were announced. The first project, Line W,

will be a looping project where a 34-mile, 24-inch high pressure line will be constructed to

connect Boyd (north of Fort Worth) to a producer's interconnect in Montague County. The

producer has underpinned the capacity through 2019 and the -$50 million project is

expected to generate $10-$14 million of annual revenue through a straight-fixed variable

rate. The project is expected to commence service in FY 2013.

The second project, Line X, is a 59-mile, 24 inch pipeline that will span from a point south of

Forth Worth up to Boyd and the aforementioned Line W. This line will enable the company

to secure natural gas supply on a firm basis, replacing the interruptible service that was

preViously utilized. This addition would improve the reliability of the system, especially

during critical peak periods (for example, the rolling blackouts that occurred in January and

February of 2011), and prOVide the regulated customers of Atmos Energy Pipeline - Texas

with dependable service. The project is expected to cost -$115 million, to be spent in 2012­

2014.

The capital spending is now anticipated to be -$690 million for 2012, of which over 98% is

tied to the two regulated segments. Most of the spending (including the 2 projects detailed

above) is eligible for recovery through GRIP filings or other mechanisms, which eliminates

much of the regulatory lag that usually accompanies rate base investments. The

incremental $165 million of spending associated with these two projects will contribute to

the company's efforts to drive rate base growth to 6-6.5%, up from the preVious 4-4.5%.

Rate Case Update

During the quarter, the company filed for four rate cases totaling $66 million with ROEs

ranging from 10.1 % to 10.9%. We have assumed receipt for half of the requested amount

and expect contribution to begin in the last fiscal quarter of the year with a large portion of

the revenues reflected in 2013. As a reminder, the company plans on filing another 10-15

cases this fiscal year, which would result in an incremental $20 to $30 million of operating

income. We continue to assume $40 million of rate relief in 2012 and $55 million in 2013.

3
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Figure 1: Rate Cases Filed During Q1
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Source; Company filings
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FERC Settlement

On 12/9/11, the company settled a 2007 FERC investigation alleging that Atmos Energy
Marketing and Trans Louisiana Gas Pipeline were in breach of posting and competitive

bidding rules. As part of the agreement, ATO paid $12.0 million of civic penalties and the

return of unjust profits plus accrued interest. There was no earnings impact tied to this

event for the quarter as the company had built a reserve against a potential liability in prior

quarters.

Earnings Guidance Reiterated

Earnings guidance was reiterated in the range of $2.30 to $2.40, which excludes mark-to­

market impact but includes a pre-tax book gain of $5 million tied to the pending sale of the

Missouri, Illinois and Iowa distribution assets and assumes $0.09-$0.11 of EPS contribution

associated with the aforementioned assets through the end of the fiscal year.

While the outlook for the year was maintained, we'd highlight the upward net income
revision of $6 million for the regulated segments driven by a decline in O&M expenses and

benefits tied to Rule 8.209, which were equally offset by a decline in expectations for the

Nonregulated segment due to the depressed storage spreads and low levels of volatility.

Revising Estimates

In light of first quarter results and the updated expectations around each of the segments,

we are revising our 2012 quarterly estimates while lowering our full-year number to $2.31.

We think the asset optimization portion of Nonregulated may continue to post 2Q losses if it

continues to inject natural gas into storage, but believe the negative margins will reverse in

the latter two quarters as gas is withdrawn and sold. For the distribution and pipeline
segments, we continue to model in $40 million of rate relief for the year. We'd note that our

numbers do not include the pre-tax gain tied to the pending sale of distribution assets,

which we estimate to be -$0.03.
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ANALYST(S) CERTIFICATION(S)

I, Richard Gross, hereby certity (1) that the views expressed in this research report accurately reflect my personal views about any or all of the
subject secUrities or issuers referred to in this research report and (2) no part of my compensation was, is or will be directly or indirectly related to
the specific recommendations or views expressed in this research report.

IMPORTANT DISCLOSURES

For current important disclosures, including, where relevant, price target charts, regarding companies that are the subject of this research report,
please send a written request to: Barclays Capital Research Compliance, 745 Seventh Avenue, 17th Floor, New York, NY 10019 or refer to
http://publicresearch.barcap.com or call 1-212-526-1072.

The analysts responsible for preparing this research report have received compensation based upon various factors including the firm's total
revenues, a portion of which is generated by investment banking activities.

Analysts regularly conduct site visits to view the material operations of covered companies, but Barclays Capital policy prohibits them from
accepting payment or reimbursement by any covered company of the their travel expenses for such visits.

In order to access Barclays Capital's Statement regarding Research Dissemination Policies and Procedures, please refer to
https:/ /Iive.barcap.com/publ iccp/RSR/nyfipubs/disclaimer / disclaimer-research-dissemination.html.

Barclays Capital produces a variety of research products including, but not limited to, fundamental analysis, equity-linked analysis, quantitative
analysis, and trade ideas. Recommendations contained in one type of research product may differ from recommendations contained in other
types of research products, whether as a result of differing time horizons, methodologies, or otherwise.

Primary Stocks (Ticker, Date, Price)

Atmos Energy (ATO, 09-Feb-2012, USD 32.15), 2-Equal Weight/2-Neutral

Guide to the Barclays Capital Fundamental Equity Research Rating System:

Our coverage analysts use a relative rating system in which they rate stocks as 1-0verweight, 2-Equal Weight or 3-Underweight (see definitions
below) relative to other companies covered by the analyst or a team of analysts that are deemed to be in the same industry sector (the "sector
coverage universe").

In addition to the stock rating, we proVide sector views which rate the outlook for the sector coverage universe as 1-Positive, 2-Neutral or 3­
Negative (see definitions below). A rating system using terms such as buy, hold and sell is not the eqUivalent of our rating system, Investors
should carefully read the entire research report including the definitions of all ratings and not infer its contents from ratings alone.

Stock Rating

1-0verweight - The stock is expected to outperform the unweighted expected total return of the sector coverage universe over a 12-month
investment horizon.

2-Equal Weight - The stock is expected to perform in line with the unweighted expected total return of the sector coverage universe over a 12­
month investment horizon.

3-Underweight - The stock is expected to underperform the unweighted expected total return of the sector coverage universe over a 12-month
investment horizon.

RS-Rating Suspended - The rating and target price have been suspended temporarily due to market events that made coverage impracticable or
to comply with applicable regulations and/or firm policies in certain circumstances including when Barclays Capital is acting in an adVisory
capacity in a merger or strategic transaction involving the company.

Sector View

l-Positive - sector coverage universe fundamentals/valuations are improVing.

2-Neutral - sector coverage universe fundamentalslvaluations are steady, neither improving nor deteriorating.

3-Negative - sector coverage universe fundamentals/valuations are deteriorating.

Below is the list of companies that constitute the "sector coverage universe":

U.S. Diversified Natural Gas

AGL Resources Inc. (GAS)

Enbridge Inc. (ENB.TO)

Kinder Morgan Inc. (KMI)

New Jersey Resources (NJR)

Questar Corp. (STR)

Spectra Energy Corp. (SE)

Williams Cos. (WMB)

10 February 2012

Atmos Energy (ATO)

Energen Corp. (EGN)

MDU Resources Group (MDU)

ONEOK Inc. (OKE)

Southern Union (SUG)

Targa Resources Corp. (TRGP)

EI Paso Corp. (EP)

EQT Corporation (EQT)

National Fuel Gas (NFG)

Piedmont Natural Gas Co. (PNY)

Southwest Gas Corp. (5WX)

WGL Holdings (WGl)
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IMPORTANT DISCLOSURES CONTINUED

Distribution of Ratings:

Barclays Capital Inc. Equity Research has 2204 companies under coverage.

43% have been assigned a 1-0verweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Buy rating; 54% of
companies with this rating are investment banking clients of the Firm.

42% have been assigned a 2-Equal Weight rating which, for purposes of mandatory regulatory disclosures, is classified as a Hold rating; 48% of
companies with this rating are investment banking clients of the Firm,

13% have been assigned a 3-Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Sell rating; 40% of
companies with this rating are investment banking clients of the Firm.

Guide to the Bardays Capital Price Target:

Each analyst has a single price target on the stocks that they cover. The price target represents that analyst's expectation of where the stock will
trade in the next 12 months, Upside/downside scenarios, where provided, represent potential upside/potential downside to each analyst's price
target over the same 12-month period.

Barclays Capital offices involved in the production of equity research:

London

Barclays Capital, the investment banking division of Barclays Bank PlC (Bardays Capital, london)

New York

Barclays Capital Inc. (BCI, New York)

Tokyo

Barclays Capitallapan Limited (BCJl, Tokyo)

Sao Paulo

Banco Barclays SA (BBSA, Sao Paulo)

Hong Kong

Barclays Bank PLC, Hong Kong branch (Barclays Bank, Hong Kong)

Toronto

Barclays Capital Canada Inc. (BCC, Toronto)

Johannesburg

Absa Capital, a division of Absa Bank Limited (Absa Capital, Johannesburg)

Mexico City

Barclays Bank Mexico, SA (BBMX, MeXico City)

Taiwan

Barclays Capital Securities Taiwan Limited (BCSTW, Taiwan)

Seoul

Barclays Capital Securities Limited (BCSL, Seoul)

Mumbai

Barclays Securities (India) Private Limited (BSIPL, Mumbai)

Singapore

Barclays Bank PLC, Singapore branch (Barclays Bank, Singapore)
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IMPORTANT DISCLOSURES CONTINUED

Atmos Energy (ATO)
USD 32.15 (09-Feb-2012)

Stock Rating
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Sector View
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22

20

.lJ1· 09 .lIn-10 .lJ1-10 .lIo-11 .lJ1-11 .lIo-12

~.o"",,.. Closing A-ice A Target Price

Link to BaTday.s Capit(ll Uve for interactive (:narting

Ban:lays Bank PLC and/or an affiliate is a market-maker and/or liquidity provider in securities issued by Atmos Energy or one of its affiliates.

Barclays Bank PLC and/or an affiliate has received compensation for investment banking services from Atmos Energy in the past 12 months.

Bardays Bank PLC and/or an affiliate trades regularly in the securities of Atmos Energy.

Bardays Bank PLC and/or an affiliate has received non-investment banking related compensation from Atmos Energy within the past 12 months.

Atmos Energy is, or during the past 12 months has been. an investment banking client of Barclays Bank PLC and/or an affiliate.

Atmos Energy is, or during the past 12 months has been, a non-investment banking dient (securities related services) of Barclays Bank PLC
and/or an affiliate.

Barclays Bank PLC is associated with specialist firm Bardays Capital Market Makers. which makes a market in Atmos Energy stock. At any given
time, the associated specialist may have "long" or "short" inventory position in the stock; and the associated specialist may be on the opposite
side of orders executed on the Floor of the Exchange in the stock.

Valuation Methodology: Our price target of $34 is predicated on shares trading at 14.2x our '13 EPS estimate of $2.42.

Risks which May Impede the Achievement of the Price Target: Atmos Energy is an interest rate sensitive investment, ATO's operations are
seasonal and highly sensitive to weather, deregulation increases the potential for competition in ATO's market, Energy Marketing and Trading
operations are inherently riskier than regulated utility and are facing significant scrutiny from investors and rating agencies; ATO's growth
through acquisition strategy adds extra layer of risk to the utility.
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Barclays Bank PLC in the Dubai international Financial Centre (Registered No. 0060) is regulated by the Dubai Financial Services Authority (DFSA). Barclays Bank PLC­
DIFC Branch, may only undertake the financial services activities that full within the scope of its existing DFSA licence.

Barclays Bank PLC in the UAE is regulated by the Central Bank of the UAE and is licensed to conduct business activities as a branch of a commercial bank incorporated
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Market Cap (USD mn)

Shares Outstanding (mn)

Free Roat (%)
52 Wk Avg Daily Volume (mn)

Dividend Yield (%)

Return on EquityTTM ('Yo)

Current BVPS (U5D)

9%

-5%

200%

114%

-3%

O.05A

O.07A

Year 2.30A

PIE 14.3

Rate Base Growth Guidance Raised to 8-8.5% vs. the 6-6.5% Disclosed on Last
Quarter's Call: The company disclosed a robust backlog of expected capex at the

Distribution segment tied to Rule 8.209, which encourages safety-related investments

by allOWing regulatory asset treatment for carrying costs. For 2012, spending related to

this program is -$100 million and ramps up to -$200 million by 2016. Combined with

the projects at Atmos Pipeline - Texas, the rate base is expected to grow from $4 billion

to -$6 billion by the end of 2016, translating into 6-8% earnings growth.

ATO; Quarterly and Annual EPS (U5D)

2Q Recap; Adjusted EPS of $1.28 came in below our estimate of $1.39 and consensus

of $1.47 as results reflected slight increases at the regulated segments due to rate relief

at Distribution and a change in rate design at Regulated Pipeline, which were more than

offset by a decline at Nonregulated.

Earnings Guidance Maintained at $2.30-$2.40: While the range was held steady, the
expected contribution from Distribution was increased by $3 million, equally offset by a

downward revision at Nonregulated. As a reminder, the guidance prOVided by the

company includes a pre-tax book gain of $10 million (up from the prior $5 million

expectation) tied to the pending sale of the Missouri, Illinois, and Iowa distribution
assets, which is expected to close on July 1st. It also assumes $0.09-$0.11 of EPS

contribution associated with the aforementioned assets through the end of September.

Source: B"rcl"ys Research.
Consensus numbers are from Thomson Reuters

ATMOS ENERGY

Increased Spending at Regulated Segments
Drive Rate Base Growth to 8-8.5%

Barclays Capital Inc. andlor one of its affiliates does and seeks to do business with companies covered
in its research reports. As a result, investors should be aware that the firm may have a conflict of interest
that could affect the objectiVity of this report.

Investors should consider this report as only a single factor in making their investment decision.

PLEASE SEEANALYST(S) CERTIFICATlON(S} AND IMPORTANT DISCLOSURES BEGINNING ON PAGE 6.
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Income statement ($mn) 2012E 2013E 2014E CAGR
Revenue

....•
N/A N/A N/A

EBJTDA (adj) 764 808 4.8%
EBIT (adj) 509 541 4.4%
Pre-tax income (adj) 356 392 6.5%
Net income (adD 219 241 5.1%
EPS (adj) ($) 2.42 2.67 5.1%
Diluted shares (mn) 90.3 90.3 -0.1%
DPS ($) 1.40 1.42 1.3%

Growth rates ..__...~~':.~!'!.e._
~~~~-~~----- -----
EBITDA (adj) growth (%) 7.6 5.8 3.5
EBIT (adD growth (%) 9.0 6.4 2.7
Net income (adD growth (%) 6.8 10.0 4.1
EPS (adj) growth (%) 9.4 10.0 4.6
DPS growth (%) 1.4 1.4 1.5

Balance sheet and cash flow ($mn) CAGR
Tangible fixed assets N/A N/A N/A
Cash and equivalents 41 64 -21.2%
Short and long-term debt 2,315 2,315 -1.4%
Total liabilities N/A N/A N/A
Net debt/(funds) 2,274 2,251 ·0.5%
Shareholders' equity 2,478 2,831 7.9%
Change in working capital 0 0 N/A
Cash flow from operations 546 583 0.0%
Capital expenditure 677 672 2.6%
Free cash flow 502 536 4.2% 38.00

( 15.7%)

10- May-12

46
41
37
32 1'\ ''''~V''IIu\...

27
23

11- May-l1

Source: FactSet Fundamentals

Investment case
_n. __ ._ ••• _ •• n.n.n.n ••• n.n.n••n_. ._ _ • ",__ ,_, ~_~ __ " __ ~ _

Why a 2-Equal Weight? Assets are heavily regulated
and earnings are expect to grow in the mid-single
digits each year. While the regulated Distribution and
Pipeline segments provide visible and steady growth,
ther is some volatility tied to the weak backdrop of
the unregulated segments.

Downside case USD 30.00------------_._-_._- -~-_._----_..._..

In the event that the visibility around rate relief
deteriorates, there could be a long lag for recouping
investment and growing rate base.

.t:Jpslde case USD 38.00
Higher natural gas prices or an increase in volatility is
likely to improve pricing margins or optimization and
storage.

_. ,,_'"'"'n'_'_"__ ~.__ ••_••• _._._._._.

13.6 12.3
6.8 6.4

N/A N/A
4.3 4.3

48.3 45.0

Y:i1ll1il!i.()I1.il.r1~I.~:v:e.ril~e._'!1~!~~C::s _.. _ .
PIE (adD (x)
EV/EBITDA (x)
Price/sales (x)
Dividend yield (%)
Total debt/capital (%)

Selected metrics
Gas prices ($/mcf) ($)
Oil prices ($/bbl) ($)
NGL ($/gal) ($)
Frac spread ($/gal) ($)
Production volumes (000 cf)
NGL sales (m bbls)
Processing volumes (mmbtu)
Rate base ($m)
Number of customers
Capital investment growth (%)

3.25
95.00

1.29
42.14

N/A
N/A
N/A
N/A
N/A
N/A

4.00
100.00

1.29
39.41

N/A
N/A
N/A
N/A
N/A
N/A

Source: Company data, Bardays Research
Note: FY End Sep
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Regulated Segments Benefit From Favorable Rate Structure Despite Warmer
Weather

Atmos Energy reported adjusted EPS of $1.28 vs. our estimate of $1.39 and consensus of

$1.47. Results reflected slight increases at both regulated segments (Natural Gas

Distribution and Regulated Transmission & Storage), which were more than offset by a

decline at Nonregulated. Distribution benefited from an increase in rates while the gain at
Regulated Transmission & Storage was driven by a change in rate structure for Atmos

Pipeline - Texas that became effective in May 2011. Lower Nonregulated earnings were

attributable to a decrease in gas delivery services due to a drop in both volumes and per­

unit margins while a decline in asset optimization margins were tied to the deferral of

storage withdrawals and associated hedge settlement losses.

Despite the warmer weather that hit all of ATO's service territories, the company was well

protected on the utility side with its rate designs. Excluding the three utilities that are a part

of the pending sale to Liberty Energy, the only utility that did not have weather

normalization was Colorado, which we estimate contributes -2% of the annual Distribution

operating income.

GroWing the Rate Base by a CAGR of 8-8.5% Through 2016

Last quarter, the company provided new details around the $50 million Line W looping

project, underpinned by a producer's long-term contract through 2019, and the $115

million Line X project, which is a GRIP-eligible investment. Please refer to our 2/1 0/12 note

entitled, "1 Q Recap; New Projects Should Accelerate Rate Base Growth" for more detail.

In addition to these projects, the Distribution segment will be ramping up infrastructure

spending in Texas pursuant to Rule 8.209. in which the projects are approved in advance by

the Texas Railroad Commission and encourages safety related investments by alloWing

regulatory asset treatment for carrying costs. Spending tied to this program will be -$90 ­

$100 million for 2012 and will slowly ramp up to range $195 - $205 million by 2016.

Also in Texas, there is the $70 million of spending tied to the Field Service Line Replacement

program in 2012. In Kentucky, Georgia, and Kansas, there are similar infrastructure

programs in place where the carrying costs and returns are recouped through a customer

surcharge. In 2012, -$40 million of capital will be invested in these three states. In total,

over $200 million will be deployed into infrastructure replacement programs in the current

fiscal year and this spending is expected to grow by a CAGR of 27% over the next five years.

The rate base started off the year at -$4 billion and with the aforementioned spending. is
expected to grow by -48% to a range of $5.8 to $6 billion by the end of 2016, equating to

an annual growth rate of 8-8.5%. The growth will be primarily funded with cash generated
by operations and a combination of debt and equity. Debt levels are anticipated to increase

by a net $200 million while some eqUity may be issued in outer years to balance the debt to

total cap ratio. The 8-8.5% rate base increase is expected to generate earnings growth of 6­

8% on a compounded annual basis over the same timeframe.

Rate Case Update

• On March 30, 2012, Atmos Energy filed an annual rate stabilization for the LGS

jurisdiction in Louisiana, requesting an increase in annual operating income of $1.8

million. The new rate is expected to be in effect by July 1, 2012 and would affect

about 270,000 customers.
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• On February 7, 2012, Atmos Energy filed a system-wide rate case, requesting an

increase in annual operating income of $11.1 million and approval of a new annual

rate review mechanism. It also proposed the consolidation of West Texas cities,

Amarillo and Lubbock.

• On january 31, 2012, the company requested a $53.7 million system-wide increase

($46.0 million for Settled Cities) in the Mid-Tex Division across a customer base of

1.3 million while also applying for a new rate review mechanism.

• On january 26, 2012, ATO filed a request for a $6.1 million increase in annual

operating income in Kansas.

• The first Mid-Tex: City of Dallas annual rate review reflected a request for a $2.5

million increase on january 13, 2012.

• ATO settled its Mississippi annual stable rate filing for $4.3 million (vs. its request

for $5.3 million) on january 11,2012.

On the Atmos Pipeline -Texas front, the company started to realize its 2011 GRIP increase

in annual operating income of $14.7 million on April 10, 2012. A GRIP filing tied to Mid-Tex

Environs was also filed in the beginning of the third quarter, requesting $0.7 million while

regulatory filings are anticipated in Tennessee, Kentucky, and Mississippi by the end of the

fiscal year.

Guidance Range Maintained, But Increased Contribution from Distribution
Offsets a More Subdued Outlook at Nonregulated

While guidance was reaffirmed in the range of $2.30 to $2.40, the composition has shifted

in light of quarter results. Expectations for Distribution have increased by $3 million to $193

to $200 million and were equally offset by a decline at Nonregulated to $17 to $20 million.

Within Nonregulated, the gross margin tied to Delivered Gas, Storage & Transportation, and

Other is estimated to be $57 to $62 million (vs. the prior $70-$75 million) based on

consolidated volumes of 420-430 bd and a per-unit rate of $0.09 to $0.10 (vs. the previous

435-445 bcf and $0.12 to $0.13). Asset optimization margins are anticipated to be in the

break-even range.

The guidance also includes a pre-tax book gain of $1 0 million tied to the pending sale of the

Missouri, Illinois and Iowa distribution assets, which were revised higher from the original

$5 million expectation. We'd also note that while the gUidance also assumes $0.09-$0.11 of

EPS contribution associated with the aforementioned assets through the end of September,

the transaction is expected to close by july 1". The cash will be reinvested into projects that

will grow the regulated rate base.

Capex gUidance was raised by $10 million to the $690-$710 million range primarily due to

higher spending tied to the Line X and Line W projects at the pipeline subsidiary.

Estimating the Low End of the 6~8% Earnings CAGR Through 2016

We have updated our model in light of quarter results and additional disclosures provided

on the earnings conference call around increased spending at the regulated segments.

While the company has historically been on the acquisitive side, we believe the company is

moving toward an organic growth strategy, at least for the next several years, as it will

generate better returns in an accelerated fashion compared to acquisitions. We view the

spending tied to Rule 8.209 as positive as it will increase the rate base with minimal
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regulatory lag and risk. While the outlook for Nonregulated is likely to stay muted in the

near and medium term, we think the growth at the distribution and pipeline subsidiaries will

drive earnings CAGR to 6.3%, at the low end of company gUidance of 6-8%.
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ANALYST(S) CERTIFICATION(S)

I, Richard Gross, hereby certifY (1) that the Views expressed in this research report accurately reflect my personal views about any or all of the
subject securities or issuers referred to in this research report and (2) no part of my compensation was, is or will be directly or Indirectly related to
the specific recommendations or views expressed in this research report.

IMPORTANT DISCLOSURES

Barclays Research is a part of the Corporate and Investment Banking division of Barclays Bank PLC and its affiliates (collectively and each
individually, "Barclays"). For current important disclosures regarding companies that are the subject of thiS research report, please send a Written
request to: Bardays Research Compliance, 745 Seventh Avenue, 17th Floor, New York, NY 10019 or refer to http://publicresearch.barcap.com or
call 212-526-1072.

The analysts responsible for preparing this research report have received compensation based upon various factors including the firm's total
revenues, a portion of which is generated by investment banking actiVities.

Analysts regularly conduct site visits to view the material operations of covered companies, but Bardays policy prohibits them from accepting
payment or reimbursement by any covered company of their travel expenses for such visits.

In order to access Barclays Statement regarding Research Dissemination Policies and Procedures, please refer to
https://live.barcap.com/publiccp/RSR/nyfipubs/disclaimer/ disdaimer-research-dissemination.html.

The Corporate and Investment Banking division of Barclays produces a variety of research products including, but not limited to, fundamental
analysis, eqUity-linked analysis, quantitative analysis, and trade ideas. Recommendations contained in one type of research product may differ
from recommendations contained in other types of research products, whether as a result of differing time horizons, methodologies, or
otherwise.

Primary Stocks (Ticker, Date, Price)

Atmos Energy (ATO, 10-May-2012, USD 32.84), 2-Equal Weight12-Neutral

Guide to the Barclays fundamental Equity Research Rating System:

Our coverage analysts use a relative rating system in which they rate stocks as 1-0verweight, 2-Equal Weight or 3-Underweight (see definitions
below) relative to other companies covered by the analyst or a team of analysts that are deemed to be in the same industry sector (the "sector
coverage universe").

In addition to the stock rating, we prOVide sector views which rate the outlook for the sector coverage universe as l-Positive, 2-Neutral or 3­
Negative (see definitions below). A rating system using terms such as buy, hold and sell is not the equivalent of our rating system. Investors
should carefully read the entire research report including the definitions of all ratings and not infer its contents from ratings alone.

Stock Rating

1-0verweight . The stock is expected to outperform the unwelghted expected total return of the sector coverage universe over a 12-month
Investment horizon.

2-Equal Weight - The stock is expected to perform in line with the unweighted expected total return of the sector coverage universe over a 12­
month investment horizon.

3-Underwelght - The stock is expected to underperform the unweighted expected total return of the sector coverage universe over a 12-month
investment horizon.

RS-Rating Suspended - The rating and target price have been suspended temporarily due to market events that made coverage impracticable or
to comply with applicable regulations and/or firm policies in certain circumstances Including where the Corporate and Investment Banking
Division of Barclays is acting in an adVisory capacity In a merger or strategic transaction involving the company.

Sector View

l-Posltive - sector coverage universe fundamentals/valuations are improVing.

2-Neutral - sector coverage universe fundamentals/valuations are steady, neither improVing nor deteriorating.

3-Negative - sector coverage universe fundamentals/valuations are deteriorating.

Below is the list of companies that constitute the "sector coverage universe":

U.s. Diversified Natural Gas

AGL Resources Inc. (GAS)

Enbrldge Inc. (ENB.TO)

Kinder Morgan Inc. (KMI)

New Jersey Resources (NJR)

Questar Corp. (STR)

Targa Resources Corp. (TRGP)

11 May 2012

Atmos Energy (ATO) EI Paso Corp. (EP)

Energen Corp. (EGN) EQT Corporation (EQT)

MDU Resources Group (MDU) National Fuel Gas (NfG)

ONEOK Inc. (OKE) Piedmont Natural Gas Co. (PNY)

Southwest Gas Corp. (5WX) Spectra Energy Corp. (SE)

WGL Holdings (WGL) Williams Cos. (WMB)-----------,,.---_.._---_.--- ------------
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Barclays I Atmos Energy

IMPORTANT DISCLOSURES CONTINUED

Distribution of Ratings;

Barclays Equity Research has 2295 companies under coverage.

43% have been assigned a 1-0verweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Buy rating; 55% of
companies with this rating are investment banking clients of the Firm.

42% have been assigned a 2-Equal Weight rating which, for purposes of mandatory regulatory disclosures, is classified as a Hold rating; 48% of
companies with this rating are investment banking clients ofthe Firm.

13% have been assigned a 3-Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Sell rating; 40% of
companies with this rating are investment banking clients ofthe Firm.

Guide to the Barclays Research Price Target:

Each analyst has a single price target on the stocks that they cover. The price target represents that analyst's expectation of where the stock will
trade in the next 12 months. Upside/downside scenarios, where prOVided, represent potential upside/potential downside to each analyst's price
target over the same 12-month period.

Barclays offices Involved in the production of eqUity research;

London

Barclays Bank PLC (Barclays, London)

New York

Barclays Capital Inc. (BCI, New York)

Tokyo

Barclays Capital Japan Limited (BCll, Tokyo)

Sao Paulo

Banco Barclays SA (BBSA, Sao Paulo)

Hong Kong

Barclays Bank PlC, Hong Kong branch (Barclays Bank, Hong Kong)

Toronto

Barclays Capital Canada Inc. (BCCI, Toronto)

Johannesburg

Absa Capital, a division of Absa Bank Limited (Absa Capital, Johannesburg)

Mexico City

Barclays Bank MeXico, SA (BBMX, Mexico City)

Taiwan

Barclays Capital Securities Taiwan Limited (BCSTW, Taiwan)

Seoul

Barclays Capital Securities Limited (BCSl, Seoul)

Mumbai

Barclays Securities (India) Private Limited (BSIPl, Mumbai)

Singapore

Barclays Bank PlC, Singapore branch (Barclays Bank, Singapore)
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Barclays IAtmos Energy

IMPORTANT DISCLOSURES CONTINUED

Atmos Energy (ATO)
USD 32.84 (10-May-2012)

Stock Rating

2-EQUAL WEIGHT

Sector View

2-NEUTRAL

36 - 05-Aug-2011 31.33 34.00

21-Mar-2011 33.90 35.00

34 26-lan-20 11 33.02 32.00

27-lul-2010 29.81 30.00
32

08-Feb-2010 26.70 28.00

28-0ct-2009 28.59 30.00
30

28 '
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- Closing R"ice A. Target Ftice

Link to Bardays Live for interactive charting

Barclays Bank PLC and/or an affiliate is a market-maker and/or liquidity provider in securities issued by Atmos Energy or one of its affiliates.

Barclays Bank PLC and/or an affiliate has received compensation for investment banking services from Atmos Energy in the past 12 months.

Barclays Bank PLC and/or an affiliate trades regularly in the securities of Atmos Energy.

Barclays Bank PLC and/or an affiliate has received non-investment banking related compensation from Atmos Energy within the past 12 months.

Atmos Energy is, or during the past 12 months has been, an investment banking client of Barclays Bank PLC and/or an affiliate.

Atmos Energy is, or during the past 12 months has been, a non-investment banking client (securities related services) of Barclays Bank PLC
and/or an affiliate.

Barclays Capital Inc., through Barclays Market Makers, is a Designated Market Maker in Atmos Energy stock, which is listed on the New York
Stock Exchange. At any given time, its associated Designated Market Maker may have "long" or "short" inventory position in the stock; and its
associated Designated Market Maker may be on the opposite side of orders executed on the floor of the New York Stock Exchange in the stock.

Valuation Methodology: Our price target of $34 is predicated on shares trading at 14.2x our '13 EPS estimate of $2.42.

Risks which May Impede the Achievement of the Barclays Research Price Target: Atmos Energy is an interest rate sensitive investment, ATO's
operations are seasonal and highly sensitive to weather, deregulation increases the potential for competition in ATO's market, Energy Marketing
and Trading operations are inherently riskier than regulated utility and are facing significant scrutiny from investors and rating agencies; ATO's
growth through acqUisition strategy adds extra layer of risk to the utility.
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Source: FactSet Fundamentals

ATO: Quarterly and Annual EPS (U5D)

Source: Barclays Research.
Consensus numbers are from Thomsor1 Reuters

ATMOS ENERGY

Strong 3Q, Announces Sale of Georgia
Distribution Assets

Announces Sale of GA Utility: Atmos Energy will be selling its distribution assets in

Georgia to Liberty Energy Corp., the same buyer of the MO, IL, and IA assets. The sale
went for 8.6x EBITDA or 1.45x rate base, which we estimate is in line with recent

transactions. An after-tax gain of$6 million is expected to be booked in fiscal 2013.

3Q Recap: Adjusted EPS of $0.32 came in ahead of our and the consensus estimate of

$0.15 driven by better-than-expected results across all segments. Natural Gas

Distribution benefited from rate relief while lower O&M and non income-related taxes

(franchise fees, state gross receipts taxes) also contributed to the beat. At Regulated
Transmission, higher results were mostly attributable to 2 GRIP-related filings while the

surge at Nonregulated was driven by robust asset optimization margins.

Tracking to Come in at the Top End of Guidance Range: We have assumed some

benefit tied to storage asset optimization in 4Q and estimate the full-year to come in at

the high end of the gUidance range at $2.34 vs. the EPS range of $2.24-$2.34. As there

is -$70 million of rate relief requests in the backlog, we feel confident that the company

will achieve the -$55 million we have assumed in our model for 2013. We continue to

believe the 8-8.5% annual rate base growth in the regulated segments will drive an EPS

CAGR of 6-8% through 2016. We are raising our price target to $36.

Barclays Capital Inc. and/or one of its affiliates does and seeks to do business with companies covered
in its research reports. As a result, investors should be aware that the firm may have a conflict of interest
that could affect the objectivity of this report.

Investors should consider this report as only a single factor in making their investment decision.

PLEASE SEE ANALYST(S} CERTIFICATION(S} AND IMPORTANT DISCLOSURES BEGINNING ON PAGE 5.
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ResearchSource:

UP:.'.!..~~_.~_i1.~e . USD 38.00
Higher natural gas prices or an increase in
volatility is likely to improve pricing margins or
optimization and storage.

Investment case
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Why Equal Weight? Assets are heavily regulated
and earnings are expected to grow in the mid­
single digits each year. While the regulated
Distribution and Pipeline segments provide visible
and steady growth, ther is some volatility tied to
the weak backdrop of the unregulated segments.

11- Aug- 11 09- Aug- 12

44
41
37
33
30
26

Downside case USD 32.00-_.__ .~--,., - - - - -------

In the event that the visibility around rate relief
deteriorates, there could be a long lag for
recouping investment and growing rate base.

- -_._._._._.__._-_._-_.- ... __.__~\I~r.i1~_e
6.1 5.3 3.6
6.6 5.6 2.9
2.8 8.8 4.5
6.0 8.8 4.8
1.4 1.4 1.5

CAGR

N/A N/A N/A
32 58 -23.8%

2,315 2,315 -1.4%
N/A N/A N/A

2,283 2,257 -0.4%
2,492 2,848 8.1%

0 0 N/A
552 587 0.2%
677 672 2.6%
510 541 4.5%

14.9 13.7
7.3 6.9
3.8 3.8

48.1 44.8

335 4.00
90.00 100.00

1.03 1.17
0.74 0.82
N/A N/A
N/A N/A
N/A N/A
N/A N/A
N/A N/A
-3.5 -0.7

131
2,415
5,027
2,284
2,255

-26
583
623

Income 2011A 2012E 20BE 2014E CAGR
EBITDA (adD 814 5.0%
EBIT (adD 518 547 4.8%
Pre-tax income (adj) 366 398 7.1%
Net income (adj) 225 245 5.6%
EPS (adj) ($) 2.48 2.70 5.5%
Diluted shares (mn) 90.7 90.7 0.0%
DPS ($) 1.40 1.42 1.3%

Valuation and metrics

Balance sheet cash flow

Tangible fixed assets

PIE (adj) (x)

EV/EBITDA (x)
Dividend yield (%)
Total debt/capital (%)

Cash and equivalents
Short and long-term debt
Total liabilities
Net debt/(funds)
Shareholders' equity
Change in working capital
Cash flow from operations
Capital expenditure
Free cash flow

_~~I~~.!~~ ..()p~r..i1.t.~rI~ ITl.~.tr.i~.s .
Gas prices ($/mcf) ($)
Oil prices ($/bbl) ($)
NGL ($/gal) ($)
Frac spread ($/gal) ($)
Production volumes (000 cf)
NGL sales (m bbls)
Processing volumes (mmbtu)
Rate base ($m)
Number of customers
Capital investment growth (%)

Growth rates
EBiT·6A··(a·djj·groWih·"i"o/;)-···_·_-_····_··__ ···_-_···~0:4

EBIT (adD growth (%) -2.9
Net income (adD growth (%) 0.9
EPS (adD growth (%) 2.6
DPS growth (%) 1.9E<.H, Ll···

Source: Company
Note: FY End Sep

Barclays Research
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Better-Than-Expected Results Across All Segments

Adjusted EPS of $0.32 came in ahead of our and the consensus estimate of $0.15 driven by

better than expected results across all segments. Natural Gas Distribution benefited from

rate relief while lower O&M and non income-related taxes (franchise fees, state gross

receipts taxes) also contributed to the beat. At Regulated Transmission, higher results were

mostly attributable to 2 GRIP-related filings while the surge at Nonregulated was driven by

robust asset optimization margins.

Announces Sale of Georgia Utility While Completing Sale of Missouri,
Illinois, and Iowa Assets

In conjunction with the earnings release, ATO announced it would be selling substantially all

of its Georgia natural gas distribution assets to Liberty Energy Corp., the same buyer of the

Missouri, Illinois and Iowa assets, for $140.7 million. The sale went for 8.6x EBITDA or 1.45x

rate base, which we estimate is in line with recent transactions. The purchase price is

subject to typical adjustments and is expected to result in an after-tax gain of -$6 million

sometime in fiscal 2013.

Figure 1: LDC Transactions Valuation Multiples (EV / Est. LTM EBITDA)
------- -----------_._-_._--_._----_..

EV / EBlTDA

13.0

12.0

11.0

10.0

9.0

8.0

7.0

6.0

S.O

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Source: Company filings and Barclays Research Estimates.

While the regulatory environment in Georgia is favorable for investor-owned utilities, the

company found the growth opportunities limited given the large market share held by AGL

Resources. The proceeds of the sale will be invested in growing the rate base in the

company's remaining service territories.

On 8/1/12, the company completed its pending sale of its Missouri, Illinois and Iowa

distribution assets for $129 million, implying an EBITDA multiple of -8.8x. The proceeds

from this transaction were used to pay down commercial paper. An after-tax gain of $6

million will be reflected in 4Q results.

Full Redemption of $250MM Senior Notes Should Reduce Interest Rates in
Near Term

The company announced it will be redeeming its $250 million 5.125% senior notes due

January 2013 on 8/28/12. The company will lean on its commercial paper capacity to

redeem the notes initially but will enter into a short-term financing agreement to pay down

the commercial paper. The debt will eventually be termed out with unsecured long-term

notes in January 2013.
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Rate Case Update

Rate Increase Requests

On 8/1/12, an application was filed requesting a $2.7 million operating income increase

related to the pipeline replacement program in Kentucky. The request reflects an ROE of

10.5%,51% equity capital structure and a rate base of$37 million.

On 6/22/12, a request was filed in Tennessee for an $11.2 million increase in operating

income based on a 11 % ROE, 51 % equity capital structure, and a $209 million rate base.

Rate Increase Settlements and Appeals

On 7/18/12, a settlement was reached with the Commission Staff for an increase in annual

operating income of $3.8 million in Kansas. A final order is expected in 4Q12.

On 6/6/12, the company appealed a decision in the West Texas system-wide rate case

filing. The updated request asks for $9.4 million of additional operating income based on a

return on equity of 11.05%, 52% equity capital structure and a rate base of $274 million.

On 5/31/12, the company requested an updated increase in annual income of $46.5 million

(vs. the prior $53.7 million) in Mid-Tex, based on a ROE of 11.1 %, equity capital structure of

52%. and rate base of $1.52 billion.

Rate Increase Implementations

On 6/1/12, new rates tied to the annual rate review were implemented in Dallas, reflecting

an increase in annual operating income of $1.2 million. The final order authorized an ROE

of 10.10%,52% equity capital structure, and a rate base of $1.47 billion.

On 7/1/12, a $2.3 million increase in operating income was implemented in Louisiana tied

to the annual rate stabilization filing. The new rates reflected a 10.4% ROE, 52% equity

capital structure and a rate base of $285 million.

Tracking to Come in at the Top End of Guidance Range

EPS guidance for the year was reiterated in the range of $2,30 to $2.40. However, the

composition was slightly revised for all segments. Net income for Distribution was raised to

a range of $135-139 million from the previous $134-$138 million, Regulated was increased

from $59-$62 million to $61-$65 million while Nonregulated was decreased from $17-$20

million to a range of $14-$16 million. We'd note that the $2.30-$2.40 outlook excludes

mark-to-market impacts, but includes the after-tax gain of the Missouri, Illinois and Iowa

assets. Excluding this benefit, the EPS range is $2.24-$2.34. We have assumed some

benefit tied to storage asset optimization in 4Q and estimate the full-year to come in at the

high end of the gUidance range at $2.34.

As there is -$70 million of rate relief requests in the backlog, we feel confident that the

company will achieve the -$55 million we have assumed in our model for 2013. While the

Nonregulated segment benefited from asset optimization margins this quarter, we view the

gains as more one-time in nature as these opportunities will likely be more difficult to

exploit in the forward years. We believe all of the growth in the near-term will be driven by

the anticipated 8-8.5% annual increase in the rate base, which should translate into a 6-8%

earnings CAGR through 2016. We are raising our price target to $36 predicated on shares

trading at 14.5x our '13 EPS estimate of $2.48. Our previous price target of $34 was

predicated on shares trading at 14.2x our' 13 EPS estimate of $2.42.
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ANALYST(S) CERTIFICATION(S)

I, Richard Gross, hereby certify (1) that the views expressed in this research report accurately reflect my personal views about any or all of the
subject securities or issuers referred to in this research report and (2) no part of my compensation was, is or will be directly or indirectly related to
the specific recommendations or views expressed in this research report.

IMPORTANT DISCLOSURES

Barclays Research is a part of the Corporate and Investment Banking division of Barclays Bank PLC and its affiliates (collectively and each
individually, "Barclays"). For current important disclosures regarding companies that are the subject of this research report, please send a written
requestto: Barclays Research Compliance, 745 Seventh Avenue, 17th Floor, New York, NY 10019 or referto http://publicresearch.barcap.com or
call 212-526-1072.

The analysts responsible for preparing this research report have received compensation based upon various factors including the firm's total
revenues, a portion of which is generated by investment banking activities.

Analysts regularly conduct site visits to view the material operations of covered companies, but Barclays policy prohibits them from accepting
payment or reimbursement by any covered company of their travel expenses for such visits.

In order to access Bardays Statement regarding Research Dissemination Policies and Procedures, please refer to
https://Iive.barcap.com/publiccp/RSR/nyfipubs/disclaimer/disclaimer-research-dissemination.html.

The Corporate and Investment Banking division of Bardays produces a variety of research products including, but not limited to, fundamental
analysis, eqUity-linked analysis, quantitative analysis, and trade ideas. Recommendations contained in one type of research product may differ
from recommendations contained in other types of research products, whether as a result of differing time horizons, methodologies, or
otherwise.

Primary Stocks (Ticker, Date, Price)

Atmos Energy (ATO, 10-Aug-2012, USD 36.94), Equal Weight/Neutral

Guide to the Barclays Fundamental Equity Research Rating System:

Our coverage analysts use a relative rating system in which they rate stocks as Overweight, Equal Weight or Underweight (see definitions below)
relative to other companies covered by the analyst or a team of analysts that are deemed to be in the same industry (the "industry coverage
universe").

In addition to the stock rating, we provide industry views which rate the outlook for the industry coverage universe as Positive, Neutral or
Negative (see definitions below). A rating system using terms such as buy, hold and sell is not the eqUivalent of our rating system. Investors
should carefully read the entire research report induding the definitions of all ratings and not infer its contents from ratings alone.

Stock Rating

Overweight - The stock is expected to outperform the unweighted expected total return of the industry coverage universe over a 12-month
investment horizon.

Equal Weight - The stock is expected to perform in line with the unweighted expected total return of the industry coverage universe over a 12­
month investment horizon.

Underweight - The stock is expected to underperform the unweighted expected total return of the industry coverage universe over a 12-month
investment horizon.

Rating Suspended - The rating and target price have been suspended temporarily due to market events that made coverage impracticable or to
comply with applicable regulations and/or firm policies in certain circumstances including where the Corporate and Investment Banking Division
of Barclays is acting in an advisory capacity in a merger or strategic transaction involVing the company.

Industry View

Positive - industry coverage universe fundamentals/valuations are improving.

Neutral - industry coverage universe fundamentals/valuations are steady, neither improving nor deteriorating.

Negative - industry coverage universe fundamentals/valuations are deteriorating.

Below is the list of companies that constitute the "industry coverage universe":

U.S. Diversified Natural Gas

Enbridge Inc. (ENB.TO)

Kinder Morgan Inc. (KMI)

New Jersey Resources (NJR)

Questar Corp. (STR)

Targa Resources Corp. (TRGP)

Atmos Energy (ATO)

EQT Corporation (EQT)

National Fuel Gas (NFG)

Piedmont Natural Gas Co. (PNY)

Spectra Energy Corp. (SE)

Williams Cos. (WMB)
-------_.~ .. "._"......-

AGL Resources Inc. (GAS)

Energen Corp. (EGN)

MDU Resources Group (MDU)

ONEOK Inc. (OKE)

Southwest Gas Corp. (SWX)

WGL Holdings (WGL)
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IMPORTANT DISCLOSURES CONTINUED

Distribution of Ratings;

Barclays Equity Research has 2394 companies under coverage.

42% have been assigned an Overweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Buy rating; 55% of
companies with this rating are investment banking clients of the Firm.

42% have been assigned an Equal Weight rating which, for purposes of mandatory regulatory disclosures, is classified as a Hold rating; 48% of
companies with this rating are investment banking clients of the Firm.

13% have been assigned an Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Sell rating; 42% of
companies with this rating are investment banking clients of the Firm.

Guide to the Barclays Research Price Target:

Each analyst has a single price target on the stocks that they cover. The price target represents that analyst's expectation of where the stock will
trade in the next 12 months. Upside/downside scenarios, where provided, represent potential upside/potential downside to each analyst's price
target over the same 12-month period.

Barclays offices involved in the production of equity research:

London

Barclays Bank PLC (Barclays, London)

New York

Barclays Capital Inc. (BCI, New York)

Tokyo

Barclays Securities Japan limited (BSjL, Tokyo)

Sao Paulo

Banco Bardays SA (BBSA, Sao Paulo)

Hong Kong

Barclays Bank PLC, Hong Kong branch (Barclays Bank, Hong Kong)

Toronto

Barclays Capital Canada Inc. (BCCI, Toronto)

Johannesburg

Absa Capital, a division of Absa Bank Limited (Absa Capital, Johannesburg)

Mexico City

Barclays Bank Mexico, SA (BBMX, Mexico City)

Taiwan

Barclays Capital Securities Taiwan Limited (BCSTW, Taiwan)

Seoul

Barclays Capital Securities Limited (BCSL, Seoul)

Mumbai

Barclays Securities (India) Private Limited (BSIPL, Mumbai)

Singapore

Bardays Bank PLC, Singapore branch (Barclays Bank, Singapore)
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Stock Rating Industry View

EQUAL WEIGHT NEUTRAL

Date Closing Price Rating Price Target

05-Aug-2011 31.33 34.00

21-Mar-2011 33.90 35.00

26-Jan-2011 33.02 32.00

27-Jul-2010 29.81 30.00

08-Feb-2010 26.70 28.00

28-0ct-2009 28.59 30.00
32 -I---t-----1------fl,~--___1c'H~Hi!_-·x·I"!."·,,'--+--1

36 +---t------t-----+-

26 -I---t-----1----+---+--- ....

38

26 ih"HI'l\f-H.;!--fH\ii'···:······ + ·---+----1----+-1

IMPORTANT DISCLOSURES CONTINUED

Atmos Energy (ATO)
USD 36.94 (10-Aug-2012)

J'O-10 JJI·10 ..on-11 JJI-11 Jln-12 JJI-12

- Closing A"lce .£ Target Rice

Link to Bardays Uve for Interactive chartln 9
._-----------_._...._...._.....-._-----------

c: Barclays Bank PLC and/or an affiliate is a market-maker and/or liquidity provider in securities issued by Atmos Energy or one of its affiliates.

D: Barclays Bank PLC and/or an affiliate has received compensation for investment banking services from Atmos Energy in the past 12 months.

J: Barclays Bank PLC and/or an affiliate trades regularly in the securities of Atmos Energy.

K: Barclays Bank PLC and/or an affiliate has received non-investment banking related compensation from Atmos Energy within the past 12
months.

L: Atmos Energy is, or during the past 12 months has been, an investment banking client of Barclays Bank PLC and/or an affiliate.

M: Atmos Energy is, or during the past 12 months has been, a non-investment banking client (securities related services) of Barclays Bank PLC
and/or an affiliate.

0: Barclays Capital Inc., through Barclays Market Makers, is a Designated Market Maker in Atmos Energy stock, which is listed on the New York
Stock Exchange. At any given time, its associated Designated Market Maker may have "long" or "short" inventory position in the stock; and its
associated Designated Market Maker may be on the opposite side of orders executed on the floor of the New York Stock Exchange in the stock.

Valuation Methodology: Our price target of $36 is predicated on shares trading at 14.5x our '13 EPS estimate of $2.48.

Risks which May Impede the Achievement of the Barclays Research Price Target: Atmos Energy is an interest rate sensitive investment, ATO's
operations are seasonal and highly sensitive to weather, deregulation increases the potential for competition in ATO's market, Energy Marketing
and Trading operations are inherently riskier than regulated utility and are facing significant scrutiny from investors and rating agencies; ATD's
growth through acquisition strategy adds extra layer of risk to the utility.
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DISCLAIMER:

This publication has been prepared by the Corporate and Investment Banking division of B<lrClays Bank PLC and/or one or more of its affiliates (collectively and each
individually, "Barclays"). It has been issued by one or more Barclays legal entities within its Corporate and Investment Banking division as provided below. It is provided
to our clients for information purposes only, and Barclays makes no express or implied warranties, and expressly disclaims all warranties of merchantability or fitness for
a particular purpose or use with respect to any data included in this publication. Barclays will not treat unauthorized recipients of this report as its clients. Prices shown
are indicative and Barclays is not offering to buy or sell or soliciting offers to buy or sell any financial instrument

Without limiting any of the foregoing and to the extent permitted by law, in no event shall Barclays, nor any affiliate, nor any of their respective officers, directors,
partners. or employees have any liability for (a) any special, punitive, indirect, or consequential damages; or (b) any lost profits, lost revenue, loss of anticipated savings
or loss of opportunity or other financial loss. even if notified of the possibility of such damages, arising from any use of this publication or its contents.

Other than disclosures relating to Barclays, the information contained in this publication has been obtained from sources that Barclays Research believes to be reliable,
but Barclays does not represent or warrant that it is accurate or complete. Barclays is not responsible for, and makes no warranties whatsoever as to, the content of any
third-party web site accessed via a hyperlink in this publication and such information is not incorporated by reference.

The views in this publication are those of the author(s) and are subject to change, and Barclays has no obligation to update its opinions or the information in this
publication. The analyst recommendations in this publication refect solely and exclusively those of the author(s), and such opinions were prepared independently of
any other interests, including those of Barclays and/or its affiliates. This publication does not constitute personal investment advice or take into account the individual
financial circumstances or objectives of the clients who receive it The securities discussed herein may not be suitable for all investors. Barciays recommends that
investors independently evaluate each issuer, security or instrument discussed herein and consult any independent advisors they believe necessary. The value of and
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Financial Services and Markets Act 2000 (Financial Promotion Order) 2005. It is directed at, and therefore should only be relied upon by, persons who have professional
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Barclays Bank PLC is authorised and regulated by the Rnancial Services Authority ("FSA") and a member of the London Stock Exchange.

The Corporate and Investment Banking dMsion of Barclays undertakes US. securities business in the name of its wholly owned subsidiary Barclays Capital Inc., a RNRA
and SIPC member. Barclays Capital Inc., a U.s. registered brokerIdealer, is distributing this material in the United States and, in connection therewith accepts
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otherwise.
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contr61e pnudentiel. Registered office 34/36 Avenue de Friedland 75008 Paris.

This material is distributed in Canada by Barclays Capital Canada Inc., a registered investment dealer and member of IIROC (wwwjiroc.ca).

Subject to the conditions of this publication as set out above, Absa Capital, the Investment Banking Division of Absa Bank Limited, an authorised financial services
provider (Registration No.: 1986/004794/06. Registered Credit Provider Reg No NCRCP7), is distributing this material in South Africa. Absa Bank Limited is regulated by
the South African Reserve Bank. This publication is not, nor is it intended to be, advice as defined and/or contemplated in the (South African) Financial Advisory and
Intermediary Services Act, 37 of 2002, or any other financial, investment, trading, tax, legal, accounting, retirement, actuarial or other professional advice or service
whatsoever. Any South African person or entity wishing to effect a transaction in any security discussed herein should do so only by contacting a representative of Absa
Capital in South Africa, 15 Alice Lane, Sandton, Johannesburg, Gauteng 2196. Absa Capital is an affiliate of Barclays.

in Japan, foreign exchange research reports are prepared and distributed by Barclays Bank PLC Tokyo Branch. Other research reports are distributed to institutional
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Year 2.33A
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ATO: Quarterly and Annual EPS (USD)

Providing Initial 2013 Quarterly and 2017 Annual Estimates: We are expecting a full­

year estimate of $2.44 and think the company will at least achieve the low end of the 6­
8% earnings growth through 2016. However, EPS growth will be slightly lower as we

are modeling in a $150 million equity issuance in 2016.

Rate Relief to Drive 6-8% Earnings Growth Through 2016: In addition to the $90­
$110 million of operating income that will contribute to 2013 earnings, the company

holds $10 million of asset deferrals on its balance sheet while an additional $20-$25

million of asset deferrals is expected in 2013. There is -$50 million of potential rate

relief in the queue and ATO expects to file for an incremental $100 million this year.

Regulated Segments to Drive Earnings
Growth in 2013

Finishes the Year in Line With Expectations: Adjusted 4Q EPS of $0.11 came in above

consensus and in line with our expectation. Distribution was higher due to an increase

in rates and slight uptick in volumes while Regulated Transmission and Storage

benefited from GRIP filings. An improvement at Nonregulated was driven by a $20
million swing in realized asset optimization margins, partially offset by a decrease in

realized margins tied to a decline in industrial and power generation demand.

2013 Guidance Initiated in Range of $2.40-$2.50: The outlook assumes a full-year

contribution from the GA utility and normal weather. The increase over 2012 will be

driven by rate relief that should contribute $90-$110 million of incremental operating

income while Nonregulated is expected to stay flat. Capex for the year is estimated to

range $770-$790 million and should be funded by cash generated by operations,

proceeds from the sale of the GA utility, and incremental debt.

Source, Barclays Research.
Consensus numbers are from Thomson Reuters

Barclays Capital Inc. and/or one of its affiliates does and seeks to do business with companies covered
in its research reports. As a result, investors should be aware that the firm may have a conflict of interest
that could affect the objectivity of this report.

Investors should consider this report as only asingle factor in making their investment decision.

PLEASE SEE ANALYST(S) CERTIFICATION(S) AND IMPORTANT DISCLOSURES BEGINNING ON PAGE 5.
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Why Equal Weight? Assets are heaVily regulated
and earnings are expected to grow in the mid­
single digits each year. While the regulated
Distribution and Pipeline segments proVide visible
and steady growth, there is some volatility tied to
the weak backdrop of the unregulated segments.

Downside case USD 32.00
-~ -.-.----------------~---~-~-~~~~--~-~ _----
In the event that the visibility around rate relief
deteriorates, there could be a long lag for
recouping investment and groWing rate base.

.!:!p.:s.!~~_~~.~___ USD 38.00
Higher natural gas prices or an increase in
volatility is likely to improve pricing margins or
optimization and storage.

5.9

6.5
5.0
4.9
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7.7
4.7
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CAGR
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N/A N/A N/A
57 43 -12.6%

2,927 3,127 7.4%

N/A N/A N/A
2,870 3,085 7.8%
2,636 2,798 5.8%

o 0 N/A
571 608 1.2%
712 732 2.9%

559 612 11.1%

13.7 12.6
7.4 7.1

4.1 4.1
52.6 52.8

4.00 4.50

100.00 100.00
1.11 1.13

0.75 0.73
N/A N/A
N/A N/A

N/A N/A
N/A N/A

N/A N/A
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816 879 8.5%

553 604 10.6%
377 410 10.4%

232 252 5.2%
2.55 2.77 6.0%

91.0 91.0 -0.1%
1.42 1.44 1.4%

2012A

688
446

305
217
2.33

91.2
1.38

Income statement ($mn)

EBITDA (adj)
EBIT (adj)

Pre-tax income (adj)
Net income (adj)
EPS (adj) ($)
Diluted shares (mn)
DPS($)

~~I~':I<:Il.~~Il.l!t<l.':l~_c:.a~h~()~(~f!l_r1L ._..._..
Tangible fixed assets

Cash and eqUivalents
Short and long-term debt

Total liabilities
Net debt/(funds)
Shareholders' equity

Change in working capital
Cash flow from operations

Capital expenditure
Free cash flow

PIE (adi) (x)
EV/EBITDA (x)
Dividend yield (%)

Total debt/capital (%)

Valuation and metrks

Growth rates

"EBITD;':(adjfg~;;;th(O;o)

EBIT (adj) growth (%)
Net income (adj) growth (%)
EPS (adj) growth (%)

DPS growth (%)

..~.~I.~C:~~.d. ..().p'<:.~~i.r1.~ ..~~.~.ti.c:.~ .
Gas prices ($/mcf) ($)
Oil prices ($/bbl) ($)

NGL ($/gal) ($)
Frac spread ($/gal) ($)
Production volumes (000 cf)
NGL sales (m bbls)
Processing volumes (mmbtu)
Rate base ($m)

Number of customers
Capital investment growth (%)

Source: Company data, Barclays
Nate: FY End Sep
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4Q Results

Adjusted EPS of $0.11 was above the consensus estimate of $0.08 per share and in line with

our expectation. Distribution was higher due to an increase in rates and a slight uptick in

volumes while Regulated Transmission and Storage benefited from GRIP filings. An

improvement at Nonregulated was driven by a $20 million swing in realized asset

optimization margins, partially offset by a decrease in realized margins tied to a decline in

industrial and power generation demand.

Reported EPS of $0.09 included a $0.14 loss tied to mark to market losses, a $0.07 gain

related to the sale of the Missouri, Illinois and Iowa utilities, a $0.15 attributable to a

deferred tax benefit, $0.07 associated with a one-time donation, and a $0.04 impairment

charge of the Kentucky gathering assets.

Provides Initial 2013 Guidance

EPS guidance was initiated in the range of $2.40-$2.50 per share and assUmes a full-year
contribution from Georgia (divestiture is expected to close at the end of fiscal 2013) and

normal weather. The increase over 2012 will be driven by rate relief (traditional rate cases,

GRIP, Rule 8, Line X & W ) that will contribute an incremental $90 to $110 million of

incremental operating income while expected earnings out of Nonregulated of $60-$67

million reflects numbers that are relatively flat to 2012.

Capital expenditure gUidance for the year was disclosed at a range of $770 - $790 million,

which reflects increased spending at Atmos Pipeline - Texas and at Distribution tied to Rule

8.209. Capex is expected to stay in the low $700 million range through 2015 and peak out

at 2016 at over $800 million.

Cash flow from operations is expected to generate $525-$545 million, of which -$240

million will likely be spent on maintenance capex and $128 million on dividends. The

remaining amount of -$170 million will likely be deployed towards the aforementioned
growth capex. The shortfall should be funded by cash proceeds tied to the pending Georgia

asset sale and incremental debt However, we believe the company could issue equity in

2015 or 2016.

Financing Transactions

ATO's debt outstanding was $2,527.4 million as of September 30, 2012 and the debt to cap

ratio was 51.7%. During the quarter, the company redeemed its 5.125% senior notes and

financed the debt redemption commercial paper. It entered into a $260 million term loan

credit agreement to pay down the commercial paper and a longer term financing solution is

expected in January 2013 with a $350 million of unsecured 30-year notes.

On Track for 6-8% Earnings Growth Through 2016

We have provided our initial 2013 quarterly estimates and added 2017 to our model. In

light of the increased detail we got around 2013 segment expectations, we have slightly
lowered our 2013 EPS estimate to $2.44 from our previous $2.48, in line with company

guidance of $2.40 to $2.50. We have incorporated the lower end of the $90 to $110 million

operating income increase provided by the company in our 2013 numbers but would note

that it holds $10 million of asset deferrals on its balance sheet while an additional $20-$25

million of asset deferrals is expected in fiscal 2013.

There is -$50 million of potential rate relief in the queue (mostly related to Mid-Tex) and

the company expects to file for an incremental $100 million this year. All of this bodes well

for 2013 and 2014 and we expect the company to achieve the low end of its targeted 6-8%
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earnings CAGR through 2016. In outer years, we model less robust rate increases to be

conservative and our numbers may prove low as the visibility of the rate case backlog firms

up. Our model includes a potential equity issuance in 2016.
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We, Richard Gross and Christine Cho, CFA, hereby certify (1) that the views expressed in this research report accurately reflect our personal views
about any or all of the subject securities or issuers referred to in this research report and (2) no part of our compensation was, is or will be
directly or indirectly related to the specific recommendations or views expressed in this research report.
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revenues, a portion of which is generated by investment banking activities.

Analysts regularly conduct site visits to view the material operations of covered companies, but Bardays policy prohibits them from accepting
payment or reimbursement by any covered company of their travel expenses for such visits.

In order to access Bardays Statement regarding Research Dissemination Policies and Procedures, please refer to
https://live.barcap.com/publiccp/RSR/nyfipubs/disclaimer/ disci 'Iimer-research-dlsseminati 0 n.html.

The Corporate and Investment Banking division of Barclays produces a variety of research products including, but not limited to, fundamental
analysis, equity-linked analysis, quantitative analysis, and trade ideas. Recommendations contained in one type of research product may differ
from recommendations contained in other types of research products, whether as a result of differing time horizons, methodologies, or
otherwise.

Primary Stocks (Ticker, Date, Price)

Atmos Energy (ATD, 09-Nov-2012, USD 34.92), Equal Weight/Neutral

Guide to the Bardays Fundamental Equity Research Rating System:

Our coverage analysts use a relative rating system in which they rate stocks as Overweight, Equal Weight or Underweight (see definitions below)
relative to other companies covered by the analyst or a team of analysts that are deemed to be in the same industry (the "industry coverage
universe").

In addition to the stock rating, we provide industry views which rate the outlook for the industry coverage universe as Positive, Neutral or
Negative (see definitions below). A rating system using terms such as buy, hold and sell is not the equivalent of our rating system. Investors
should carefully read the entire research report including the definitions of all ratings and not infer its contents from ratings alone.

Stock Rating

Overweight - The stock is expected to outperform the unweighted expected total return of the industry coverage universe over a 12-month
investment horizon.

Equal Weight - The stock is expected to perform in line with the unweighted expected total return of the industry coverage universe over a 12­
month investment horizon.

Underweight - The stock is expected to underperform the unweighted expected total return of the industry coverage universe over a 12-month
investment horizon.

Rating Suspended - The rating and target price have been suspended temporarily due to market events that made coverage impracticable or to
comply with applicable regulations and/or firm policies in certain circumstances including where the Corporate and Investment Banking Division
of Barclays is acting in an adVisory capacity in a merger or strategic transaction involving the company.

Industry View

Positive - industry coverage universe fundamentals/valuations are improVing"

Neutral - industry coverage universe fundamentals/valuations are steady, neither improving nor deteriorating.

Negative - industry coverage universe fundamentals/valuations are deteriorating.

Below is the list of companies that constitute the "industry coverage universe":

U.s. Diversified Natural Gas

AGL Resources Inc. (GAS) Atmos Energy (ATO)

Energen Corp. (EGN) EQT Corporation (EQT)

MDU Resources Group (MDU) National Fuel Gas (NFG)

ONEOK Inc. (OKE) Piedmont Natural Gas Co. (PNY)

Southwest Gas Corp. (SWX) Spectra Energy Corp. (SE)

WGL Holdings (WGL) Williams Cos. (WMB)
""-_."...__....._,,.._------'----------,----,--.--------

12 November 2012

Enbridge Inc. (ENB.TO)

Kinder Morgan Inc. (KMI)

New Jersey Resources (NJR)

Questar Corp. (STR)

Targa Resources Corp. (TRGP)
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Barciaysl Atmos Energy

IMPORTANT DISCLOSURES CONTINUED

Distribution of Ratings:

Barclays Equity Research has 2537 companies under coverage.

41% have been assigned an Overweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Buy rating; 54% of
c::ompanies with this rating are investment banking clients of the Firm.

43% have been assigned an Equal Weight rating which, for purposes of mandatory regulatory disclosures, is classified as a Hold rating; 48% of
c::ompanies with this rating are investment banking clients of the Firm.

13% have been assigned an Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Sell rating; 42% of
companies with this rating are investment banking clients of the Firm.

Guide to the Barclays Research Price Target:

Each analyst has a single price target on the stocks that they cover. The price target represents that analyst's expectation of where the stock will
trade in the next 12 months. Upside/downside scenarios, where provided, represent potential upside/potential downside to each analyst's price
target over the same 12-month period.

Barclays offices involved in the production of equity research;

London

Barclays Bank PLC (Barclays, London)

New York

Barclays Capitallne. (BCI, New York)

Tokyo

Barclays Securities Japan Limited (BSJL, Tokyo)

Sao Paulo

Banco Barclays SA (BBSA, Sao Paulo)

Hong Kong

Barclays Bank PLc, Hong Kong branch (Barclays Bank, Hong Kong)

Toronto

Barclays Capital Canada Inc. (BCCI, Toronto)

Johannesburg

Absa Capital, a division of Absa Bank Limited (Absa Capital, Johannesburg)

Mexico City

Barclays Bank Mexico, SA (BBMX, Mexic::o City)

Taiwan

Barclays Capital Securities Taiwan Limited (BCSTW, Taiwan)

Seoul

Barclays Capital Securities Limited (BCSL, Seoul)

Mumbai

Barclays Securities (India) Private Limited (BSIPL, Mumbai)

Singapore

Barclays Bank PLC, Singapore branch (Barclays Bank, Singapore)
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Barclays IAtmos Energy

IMPORTANT DISCLOSURES CONTINUED

Atmos Energy (ATO)
USD 34.92 (09-Nov-2012)

Stock Rating

EQUAL WEIGHT

Industry View

NEUTRAL

.1,"-10 JJI-10 Jm-11 JJI-11 .110-12

- Closing Flies A Target Price

Link to Bal'days Llve for !nt~ractive charting

C; Barclays Bank PLC and/or an affiliate is a market-maker and/or liquidity provider in securities issued by Atmas Energy or one of its affiliates.

0: Barclays Bank PLC and/or an affiliate has received compensation for investment banking services from Atmos Energy in the past 12 months.

J: Barclays Bank PLC and/or an affiliate trades reguiarly in the securities of Atmas Energy.

K: Barclays Bank PLC and/or an affiliate has received non-investment banking related compensation from Atmos Energy within the past 12
months.

L: Atmos Energy is, or during the past 12 months has been, an investment banking client of Barclays Bank PLC and/or an affiliate.

M: Atmos Energy is, or during the past 12 months has been, a non-investment banking client (securities related services) of Barclays Bank PLC
and/or an affiliate.

0: Barclays Capital Inc., through Barclays Market Makers, is a Designated Market Maker in Atmos Energy stock, which is listed on the New York
Stock Exchange. At any given time, its associated Designated Market Maker may have "long" or "short" inventory position in the stock; and its
associated Designated Market Maker may be on the opposite side of orders executed on the floor of the New York Stock Exchange in the stock.

Valuation Methodology: Our price target of $36 is predicated on shares trading at 14.Ox our '14 EPS estimate of $2.55.

Risks which May Impede the Achievement of the Barclays Research Price Target: Atmos Energy is an interest rate sensitive investment, ATO's
operations are seasonal and highly sensitive to weather, deregulation increases the potential for competition in ATO's market, Energy Marketing
and Trading operations are inherently riskier than regulated utility and are facing significant scrutiny from investors and rating agencies; ATO's
growth through acquisition strategy adds extra layer of risk to the utility.

12 November 2012 7
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DISClAIMER;

This publication has been prepared by the Corporate and Investment Banking division of Barclays Bank PLC and/or one or more of its affiliates (collectively and each
individually, "Barclays"). It has been issued by one or more Barclays legal entities within its COrporate and Investment Banking division as provided below. It is provided
to our clients for information purposes only, and Barclays makes no express or implied warranties, and expressly disclaims all warranties of merchantability or fitness for
a particular purpose or use with respect to any data included in this publication. Barclays will not treat unauthorized recipients of this report as its dients. Prices shown
are indicative and Barclays is not offering to buy or sell or soliciting offers to buy or sell any financial instrument.

Without limiting any of the foregoing and to the extent permrtted by law, in no event shall Barclays, nor any affiliate, nor any of their respective officers, directors,
partners, or employees have any liability for (a) any special, punitive, indirect, or consequential damages; or (b) any lost profits, lost revenue, loss of anticipated savings
or loss of opportunity or other financial loss, even if notified ofthe possibility of such damages, arising from any use of this publication or its contents.

Other than disclosures relating to Barclays, the information contained in this publication has been obtained from sources that Barclays Research believes to be reliable,
but Barclays does not represent or warrant that it is accurate or complete. Barclays is not responsible for, and makes no warranties whatsoever as to, the content of any
third-party web site accessed via a hyperlink in this publication and such information is not incorporated by reference.

The views in this publication are those of the author(s) and are subject to change, and Barclays has no obligation to update its opinions or the information in this
publication. The analyst recommendations in this publication reflect solely and exclusively those of the author(s), and such opinions were prepared independently of
any other interests, including those of Barclays and/or its affiliates. This publication does not constitute personal investment advice or take into account the individual
financial circumstances or objectives of the clients who receive it. The securities discussed herein may not be suitable for all investors. Barclays recommends that
investors independently evaluate each issuer, security or instrument discussed herein and consult any independent advisors they believe necessary. The value of and
income from any investment may fluctuate from day to day as a resuh: of changes in relevant economic markets (including changes in market liquidity). The
information herein is not intended to predict actual results, which may differ substantially from those refiected. Past performance is not necessarily indicative of future
results.

This communication is being made available in the UK and Europe primarily to persons who are investment profeSSionals as that term is defined in Artcle 19 of the
Financial5ervices and Markets Act 2000 (Financial Promotion Order) 2005. It is directed at, and therefore should only be relied upon by, persons who have professional
experience in matters relating to investments. The investments to which it relates are available only to such persons and will be entered into only with suclh persons.
Barclays Bank PLC is authorised and regulated by the Rnancial5ervices Authority ("FSA") and a member of the London Stock Exchange.

The Corporate and Investment Banking division of Barclays undertakes US. securities business in the name of its wholly owned subsidiary Barclays Capital Inc., a FlNRA
and SIPC member. Barclays Capital Inc., a U.S. registered broker/dealer, is distributing this material in the United States and, in connection therewith accepts
responsibility for its contents. Any U.s. person wishing to effect a transaction in any security discussed herein should do so only by contacting a representative of
Barclays Capital Inc. in the Us. at 745 5eventh Avenue, New York, New York 10019.

Non-US. persons should contact and execute transactions through a Barclays Bank PLC branch or affiliate in their home jurisdiction unless local regulations permit
otherwise.

Barclays Bank PLC, Paris Branch (registered in France under Paris RCS number 381 066281) is regulated by the Autorite des marches financiers and the Autorite de
controle prudentiel. Registered office 34/36 Avenue de Friediand 75008 Paris.

This material is distributed in Canada by Barclays Capital Canada Inc., a registered investment dealer and member ofliROC (WWW.iiroc.ca).

Subject to the conditions of this publication as set out above, Absa Capital, the investment Banking Division of Absa Bank Limited, an authorised financial services
provider (Registration No.: 1986/004794/06. Registered Credit Provider Reg No NCRCP7), is distributing this material in South Africa. Absa Bank Limited is regulated by
the South African Reserve Bank. This publication is not, nor is it intended to be, advice as defined and/or contemplated in the (South African) Financial Advisory and
Intermediary Services Act, 37 of 2002, or any other financial, investment, trading, tax, legal, accounting, retirement, actuarial or other professional advice or service
whatsoever. Any South African person or entity wishing to effect a transaction in any security discussed herein should do so only by contacting a representative of Absa
Capital in South Africa, 15 Alice Lane, Sandton, johannesburg, Gauteng 2196. Absa Capital is an affiliate of Barclays.

In Japan, foreign exchange research reports are prepared and distributed by Barclays Bank PLC Tokyo Branch. Other research reports are distributed to institutional
investors in Japan by Barclays Securities Japan Li mited. Barclays 5ecurities Japan Limited is a joint-stock company incorporated in Japan with registered office of 6-10-1
Roppongi, Minato-ku, Tokyo 106-6131, Japan. It is a subsidiary of Barclays Bank PLC and a registered financial instruments firm regulated by the Financial 5ervices
Agency ofJapan. Registered Number: Kanto Zaimukyokucho (kinsho) No. 143.

Barclays Bank PLc:, Hong Kong Branch is distributing this material in Hong Kong as an authorised institution regulated by the Hong Kong Monetary Authority.
Registered Office: 41 /F, Cheung Kong Center, 2 Queen's Road Central, Hong Kong.

This material is issued in Taiwan by Barclays Capital Securities Taiwan Limited. This material on securities not traded in Taiwan is not to be construed as
'recommendation' in Taiwan. Barclays Capital Securities Taiwan Limited does not accept orders from clients to trade in such securities. This material may not be
distributed to the public media or used by the public media without prior wrrtten consent of Barclays.

This material is distributed in South Korea by Barclays Capital Securities Limited, 5eoul Branch.

All equity research material is distributed in India by Barclays Securities (India) Private Limited (SEBI Registration No: INB/INF 231292732 (NSE), INB/INF 011292738
(BSE), Registered Office: 2081 Ceejay House IDr. Annie Besant Road IShivsagar Estate IWorli IMumbai - 400 018 I India, Phone: + 91 2267196363). Other research
reports are distributed in India by Barclays Bank PLC, India Branch.

Barclays Bank PLC Frankfurt Branch distributes this material in Germany under the supervision of Bundesanstalt fur Rnanzdienstleisrungsaufsicht (BaFin).

This material is distributed in Malaysia by Barclays Capital Markets Malaysia Sdn Bhd.

This material is distributed in Brazil by Banco Barclays SA

This material is distributed in Mexico by Barclays Bank Mexico, SA

Barclays Bank PLC in the Dubai International Financial Centre (Registered No. 0060) is regulated by the Dubai Financial Services Authority (DFSA). Principal place of
business in the Dubai Intemational Financial Centre: The Gate Village, Building 4, Level 4, PO Box 506504, Dubai, United Arab Emirates. Barclays Bank PLC-DIFC Branch,
may only undertake the financial services activities that tall within the scope of its existing DFSA licence. Related financial products or services are only available to
Professional Clients, as defined by the Dubai Financial5ervices Authority.

Barclays Bank PLC in the UAE is regulated by the Central Bank of the UAE and is licensed to conduct business activities as a branch of a commercial bank incorporated
outside the UAE in Dubai (Licence No.: 13/1844/2008, Registered Office: Building No.6, Burj Dubai Business Hub, Sheikh Zayed Road, Dubai City) and Abu Dhabi
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(Licence No.: 13/952/2008, Registered Office: Allazira Towers, Hamdan Street, PO Box 2734, Abu Dhabi).

Barclays Bank PLC in the Qatar Financial Centre (Registered No. 00018) is authorised by the Qatar Financial Centre Regulatory Authority (QFCRA). Barclays Bank PLC­
QFC Branch may only undertake the regulated activities that fall within the scope of its existing QFCRA licence. Principal place of business in Qatar: Qatar Financial
Centre, Office 1002, 10th Roor, QFC Tower, Diplomatic Area, West Bay, PO Box 15891, Doha, Qatar. Related financial products or services are only available to Business
Customers as defined by the Qatar Financial Centre Regulatory Authority.

This material is distributed in the UAE (including the Dubai Intemational Financial Centre) and Qatar by Barclays Bank PLC

Thls material is distributed in Saudi Arabia by Bardays Saudi Arabia ('BSA'). It is not the intention of the publication to be used or deemed as recommendation, option or
advice for any acton (s) that may take place in future. Barclays Saudi Arabia ls a Closed Joint Stock Company, (CMA License No. 09141-37). Registered office AI
Faisaliah Tower, Level 18, Riyadh 11311, Kingdom of Saudi Arabia. Authorised and regulated by the Capital Market Authority, Commercial Registration Number:
1010283024.

This material is distributed in Russia by 000 Barclays Capital, affiliated company of Barclays Bank PLC, registered and regulated in Russia by the FSFM. Broker License
#177-11850-100000; Dealer License # 177-11855-010000. Registered address in Russia: 125047 Moscow, 1st Tverskaya-Yamskaya str. 21.

This material is distributed in Singapore by the Singapore branch of Barclays Bank PLC, a bank licensed in Singapore by the Monetary Authority of Singapore. For
matters in connection with this report, recipients in Singapore may contact the Singapore branch of Barclays Bank PLC, whose registered address is One Raffles Quay
Level 28, South Tower, Singapore 048583.

Barclays Bank PLC, Australia Branch (ARBN 062 449 585, AFSL 246617) is distributing this material in Australia. It is directed at 'wholesale clients' as defined by
Australian Corporations Act 2001.

IRS Circular 230 Prepared Materials Disclaimer: Bardays does not provide tax advice and nothing contained herein should be construed to be tax advice. Please be
advised that any discussion of u.s. tax matters contained herein (including any attachments) (i) is not intended or written to be used, and cannot be used, by you for the
purpose of avoiding US. tax-related penalties; and (ii) was written to support the promotion or marketing of the transactions or other matters addressed herein.
Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.

© Copyright Barclays Bank PLC (2012). All rights reserved. No part of this publication may be reproduced in any manner without the prior written permission of
Barciays. Barclays Bank PLC is registered in England No. 1026167. Registered office 1 Churchill Place, London, E14 SHP. Additional information regarding this
publication will be furnished upon request.
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II Stock Data
Price
Price Objective
Date Estab lished
Investment Opinion
Volatility Risk
52-Week Range
Mr1ct Vall Shares Out (mn)
BofAML Ticker I Exchange
Bloomberg I Reuters
ROE (2012E)
Total Dbtto Cap (Dec-2011A)
Est 5-Yr EPS lOPS Growth

1I_~~c.:~~~_9~~________ _.. _._ .. __ _ _.. __ .
(US$) Previous Current
2014E EPS NA 2.65
2012E EBITDA (m) 730.0 729.1
2013E EBITDA (m) 771.2 790.4
2014E EBITDA (m) NA 814.2

2014E
2.65
2.65

6.0%
2.59
1.42

2013E
2.50
2.50

6.4%
2.53
1,40

2012E
2.35
2.35
1.7%
2.38
1.381.36

2011A
2.31
2.27

5.0%

1.34

2010A
2.20
2.20

15.8%

III 1Q12 results worse than expected due to Nonregulated
Tuesday after market close, ATD reported 1012 diluted EPS of $0.75 versus
BofAML estimate of $0.91 and consensus of $0.85. Lower than expected results
were primarily due to underperformance at ATD's Nonregulated segment related
to reduced asset optimization margins, which were negatively affected by certain
hedge losses in the quarter. Nonregulated segment results are expected to
remain depressed in 2012, but improve in 30/4012 as incremental margin
related to natural gas storage withdrawal gains are expected to be realized in the
second half of FY12. Results at ATD's Natural Gas Distribution segment were
lower than expected due to negative impacts of a weather normalization
adjustment at Mid-Tex, which is expected to largely reverse in 2012. ATD's
RegUlated Transmission and Storage segment results were better than expected
due to benefits from the Atmos Pipeline - TX rate case. ATD reaffirmed FY12
EPS guidance of $2.30-2.40, athough ATD adjusted net income guidance by
segment to incorporate 1012 results. ATD's 2012 declared dividend of $0.345
($1.38 annualized) represents a 0.0/1.5% increase over 1012/2011 levels,
respectively, in-line with BofAML expectations.

Maintain $34 PO, Neutral; introducing 2014 estimates
We maintain our Neutral rating and $34 PD, which is based on a PIE multiple of
-13x 2014E EPS of $2.65. We are introducing a 2014E EPS of $265, which
assumes moderate rate base growth at ATD's RegUlated segments and
continued headwinds at its Nonregulated segment due to low natural gas prices
and basis differentials. ATD continues to trade at a discount to peers (albeit
somewhat less so), which we see as justified by headwinds at ATG's
Nonregulated segments and uncertainty around pending rate cases at some of
ATG's jurisdictions. That said, ATG plans to increase growth capital spending,
which may allow ATD to grow its rate base at a somewhat accelerated annual
growth rate of 6-6.5% going forward (up from 4-4.5% historical growth).

II Estimates (§!pl
(US$)
EPS
GAAP EPS
EPS Change (YaY)
Consensus EPS (Bloomberg)
DPS

Valuation (Sep)

PIE
GMP PIE
Dividend Yield
EV /EBITDA*
Free Cash Flow Yield*
• For full definitions of iQmefhod3,l.f measures, see page 6.

2010A
14.7x
14.7x
4.2%
iO.9x
6,3%

2011A
14.0x
14.2x
4.2%
1i.1x
-1,4%

2012E
13.7x
13,7x
4.3%
10.6x

·10.6%

2013E
12.9x
12.9x
4.3%
9.7x

3.5%

2014E
12.2x
12.2x
4.4%
9,4x

4.2%

BofA Mennl! Lynch does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm
may have aconflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their
investment decision.
Refer to important disclosures on page 7 to 9. Analyst Certification on Page 4. Price Objective Basis/Risk on page 4. Link to Definitions on page 4. 11135949
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iQprojile
SM Atmos Energy

II {Qmethod "" - Bus Performance' Company Description _._-------_._--_.
(US$ Millions) 2010A 2011A 2012E 2013E 2014E Atmos Energy Corporation (ATO) is a natural gas

Return on Capital Employed 5.1% 4.4% 4.4% 4.6% 4.7% transmission and distribution company
Return on Equity 9.3% 9.3% 9.1% 9.3% 9.4% headquartered in Dallas, Texas. Operations are
Operating Margin 10.2% 10.2% 11.4% 11.5% 10.8% divided between three segments: Natural Gas
Free Cash Flow 184 (40) (309) 101 121 Distribution, Regulated Transmission & Storage,

and Nonregulated. The Distribution segment

II !...~thod"" - Quality of Earnings'
distributes gas to 3.2mn customers in 12 states
located in the South, Southeast and Midwest.

(US$ Millions) 2010A 2011A 2012E 2013E 2014E
Cash Realization Ratio 3.6x 2.8x 1.8x 2.5x 2.4x Investment Thesis
Asset Replacement Ratio 2.5x 2.7x 2.9x 1.9x 1.9x ATO has traded at a discount to peers given
Tax Rate 38.5% 36.4% 38.1% 38.5% 38.5%
Net Debt-to-Equity Ratio 99.3% 101.2% 117.5% 113.7% 109.0%

underearning in its largest Distribution division,

Interest Cover 3.2x 2.9x 3.3x 3.1x 3.2x muted nonregulated returns on low gas market
volatility, and the perception it covers too many
jurisdictions to focus on improving terms in each

Income Statement Data (Sep)
one. Yet mgmt has made strides in regulated
divisions and ATO looks poised for improved

(US$ Millions) 2010A 2011A 2012E 2013E 2014E returns over the long-term given the positive
Sales 4,790 4,348 4,288 4,696 5,220 outcome at its Almos Pipeline - TX rate case. That
%Change -3.6% -9.2% -1.4% 9.5% 11.2%

said, we view FY12 guidance for its Distribution
Gross Profit 1,365 1,327 1,382 1,471 1,510
%Change 1.4% -2.8% 4.1% 6.5% 2.6% segment as disappointing.

EBITDA 706 690 729 790 814
%Change 6.8% -2.2% 5.6% 8.4% 3.0%

Net Interest & Other Income (154) (151) (149) (176) (178)
Net Income (Adjusted) 203 210 212 226 239 Stock Data
%Change 16.1% 3.2% 1.2% 6.3% 5.9%

•.u._u.u.__~_._._

Average Daily Volume 338,407

Quarterly Earnings Estimates

Free Cash Flow Data {§.l:0 2011 2012

{US$ Millions} 2010A 2011A 2012E 2013E 2014E Q1 0.81A a.76A

Net Income from Cont Operabons (GAAP) 204 206 212 226 239 Q2 1.35A i.50E

Depreciation & Amortizati on 217 227 241 247 248 Q3 0.05A NA

Change in Workin9Capital 83 (26) (189) 0 0 Q4 0.11A NA

Deferred Taxabon Charge 197 117 115 88 94
Other Adjustments, Net 25 59 6 0 0
Capital Expenditure (543) (623) (694) (460) (460)
Free Cash Flow 184 -40 -309 101 121
%Change -55.1% NM -669.8% NM 19.8%

.Balan£e_S.h.eetp~aJ§.~j:}L._ ....__ ._
~~~~~~.~---_._--------

(US$ Millions) 2010A 2011A 2012E 2013E 2014E
Cash &Equivalents 132 131 17 17 35
TradeReceivables 273 273 490 490 490
Other Current Assets 470 606 686 686 686
Property, Plant & Equipment 4,793 5,148 5,604 5,817 6,029
Other Non-Current Assets 1,096 1,124 1,128 1,128 1,128
Total Assets 6,764 7,283 7,925 8,138 8,368

Short-Tenn Debt 486 209 415 440 465
Other Current Liabilities 680 659 790 790 790
Long-Term Debt 1,810 2,206 2,336 2,336 2,336
Other Non-Current Liabilities 1,610 1,954 2,057 2,145 2,239
Total Liabilities 4,585 5,027 5,598 5,711 5,830

Total Equity 2,178 2,255 2,327 2,427 2,538
Total Equity & Liabilities 6,764 7,283 7,925 8,138 8,368

Ie For fun definitiom; 0' iQmethod'W mBaSUrDS, sea page 6.
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1Q12 1Q11
Expected Actual Difl.

Na1ural Gas Distribuion
Regulal'Jd Transmission and SlDrage
Nonregulaled
Elirrinations
Operating Income
Misc. incorre (expense)
In1eres! on LTO

"Ea;:;'iiigsBeforeTa~es

Inmrre Taxes
Earnings Before Extraordinary Items

..E.x~~.or~ina.ryl3ai~1(L.~~)J~etoftaxL
GAAP Net Earnings to Common Stock

...!I.di.u.s.lrr1fJn~ ..••..••.......•. _.
Adjusted Net Income

128.4 108.4 (20.0)

25.3 28.4 3.0
16.8 7.7 (9.1)
0.0 0.0 0.0

170.5 144.4 (26.1)
0.5 (1.9) (2.4)

35.1 35.4 0.4
135.9 107.1 (28.8)
53.4 41.3 (12,1)
82.5 65.8 (16.7)

0.0 2.7 2.7
82.5 68.5(i4:iii

0.0 0.0 0.0
82:5····_·_,,·6·S:5"·,,·,,····j14:iir"·"········_,,·

124.2
24.1
11.8

0.0
160.1

(0.7)
38.9

120.5
46.5
74.0

0.0
74.ii

0.3
74.3

Earnings per share (GAAP)
Dilu1ed

Earnings per share (Recuning)
Diluled

Weighted average shares outstanding
Diluled

Cash dividends declared per share

Source: Company reports, BofAML Global Re""",cI1 "".ty••

$0.91

$0.91

906

$0.35

$0.75

$0.76

90.5

$0.35

($0.16)

($0.15)

(0.1)

$0.00

$0.81

$0.81

90.4

$0.34
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Almas Energy

Price objective basis ft risk
Atmos Energy (ATO)
Our $34 PO is largely based on a targeted 13x 2014E EPS, which would imply
that ATO should trade at a moderate discount to peers. The company offers an
attractive dividend yield and low PIE relative to peers and operates out of the TX
region which has felt less of an impact from the current macroeconomic
slowdown. Growth through 2014 should be driven by recent rate cases which
should improve the ability to earn at authorized levels, capital projects which are
expected to grow ATO's rate base, and various nonregulated pipeline and
gathering projects. Risks to PO are: sustained low gas market volatility, a
materially higher gas price environment, slack capacity utilization at its Barnett
Shale natural gas pipelines and prolonged broader economic slowdown. The
latter factors could also slow customer growth rates and contribute to cash flow
pressure. Other risks to our PO are better-than-forecast rate execution and
timing, a gas market volatility rebound to above-forecast levels, and better-than­
forecast incremental growth from unidentified nonregulated growth projects.

Link to Definitions
Energy
Click here for definitions of commonly used terms.

Analyst Certification
I, Gabe Moreen, hereby certify that the views expressed in this research report
accurately reflect my personal views about the subject securities and issuers. I
also certify that no part of my compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or view expressed in this
research report.

Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Cathleen King
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen

AMID US
BPLUS
CHKMUS
XTEX US
EEPUS
EEQUS
ETE US
EPD US
EXLP US
GEL US
NRGYUS
NRGMUS
KMRUS
MWEUS
OILT US
PVRUS
PMUS
RGPUS
SEUS

AMID
BPL
CHKM
XTEX
EEP
EEQ
ETE
EPD
EXLP
GEL
NRGY
NRGM
KMR
MWE
OILT
PVR
PM
RGP
SE

BofAMerrili

American Midstream LP
Buckeye Partners
Chesapeake Midstream Partners, L.P.
Crosslex Energy, L.P.
Enbridge Energy
Enbridge Energy
Energy Trans
Enlerprise L.P.
Exterran
Genesis Energy, L.P.
Inergy L.P,
Inergy Midstream, L.P.
Kinder Morgan
Markwest Energy Partners L.P.
Oiltanking Partners LP
Penn Virginia Resource Partners, L,P.
PlainsM
Regency Energy Partners LP
Spectra Energy

1J_§.~.~<ltllr<lL§<l!l..g_<l."~.!<lllll_c;J!J_~le!_ ~_~~_ _. _
Investment
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US· Natural Gas Coverage Cluster

Investment rating Company BofA Merrill Lynch ticker Bloomberg symbol Analyst
Targa Resources NGLS NGLS US Gabe Moreen
Targa Resources Corp. TRGP TRGPUS Gabe Moreen
TC Pipelines LP TCP TCPUS GabeMoreen
Teekay Offshore TOO TOO US GabeMoreen
Tesom Logistics LP TLLP TLLPUS Cathleen King
TransMontaigne Partners L.P. TLP TLPUS Gabe Moreen
Western Gas Partners, LP WES WESUS Gabe Moreen

WPZ WPZUS Gabe Moreen

AGL Resources Inc, GAS GAS US Gabe Moreen
Almas Energy ATO ATOUS Gabe Moreen
Copano Energy, LLC CPNO CPNOUS Gabe Moreen
DCP Midstream DPM DPMUS Gabe Moreen
Energy Transfer ETP ETPUS Gabe Moreen
Global Partners LP GLP GLPUS Gabe Moreen
Hally Energy Par HEP HEPUS Gabe Moreen
Kinder Morgan LP KMP KMPUS Gabe Moreen
Kinder Morgan, Inc. KMI KMI US Gabe Moreen
Magelian Mid MMP MMPUS Gabe Moreen
Northwest Natural Gas Co. NWN NWNUS Gabe Moreen
PAA Natural Gas Storage PNG PNGUS Gabe Moreen
Suburban PropanePartners L. P. SPH SPHUS Gabe Moreen
Vectren WCUS Gabe

AmenGas Partners L.P. APU APUUS Gabe Moreen
Boardwalk Pipeline BWP BWPUS Gabe Moreen
Crestwood Midstream Partners LP CMLP CMLP US Gabe Moreen
EI Paso Pipeline EPB EPBUS Gabe Moreen
Ferreligas Partners L.P. FGP FGPUS Gabe Moreen
Kayne Anderson Energy Development Co. KED KEDUS Gabe Moreen
New Jersey Resources Corporation NJR NJRUS Gabe Moreen
Nustar Energy LP NS NSUS Gabe Moreen
Nustar GP NSH NSHUS Gabe Moreen
ONEOK Partners OKS OKS US Gabe Moreen
Piedmont Natural Gas PNY PNYUS Gabe Moreen
Southwest Gas SWX SWXUS Gabe Moreen
Spectra Energy SEP SEPUS Gabe Moreen
Sunooo Logistics SXL SXLUS Gabe Moreen
Tortoise Capital Resources no DOUS Gabe Moreen
WGL Holdings, Inc. WGL WGLUS Gabe Moreen

CR
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Return On Equity
Operating Margin
Earnings Growth
Free Cash Flow

!'Qmethod"" Measures Definiti~ns

Business Performance Numerator
Return On Capital Employed NOPAT =(EBIT + Interest Income)' (1 - Tax Rate) + Goodwill

Amortization
Net Income
OperatingProfit
Expected 5-Year CAGR From Latest Actual
Cash Flow From Operations - Total Capex

Denominator
Total Assets - Current Liabilities + ST Debt + Accumulated Goodwill
Amortization
Shareholders' Equity
Sales
NlA
NIA

Quality of Earnings
Cash Realization Ratio
Asset Replacement Ratio
Tax Rate
Net Debt-To-Equlty Ratio
In terest Cover

Cash Flow From Operations
Capex
Tax Charge
Net Debt := Total Deb~ Less Cash & Equivalents
EBIT

Net Income
Depreciation
Pre-Tax Income
Total Equity
Interest Expense

Valuation Toolkit
Price I Earnings Ratio
Price I Book Value
Dividend Yield
Free Cash Flow Yield
Enterprise Value I Sales

Current Share Price Diluted Earnings Per Share (Basis As Specified)
Current Share Price Shareholders' Equity I Current Basic Shares
Annualised Declared Cash Dividend Current Share Price
Cash Flow From Operations - Total Capex Market Cap. =Current Share Price • Current Basic Shares
EV := Current Share Price' Current Shares + Minority Equity + Net Debt + Sales
Other LT Liabilities

EV I EBITDA Enterprise Value Basic EBIT + Depreciation + Amortization
iQmethod·....'!s the Sflt or BofA Merrill Lynch standa-d measures that serve to malntBln .global consistency under three broad headings: Business PerfOffilance, Quality of E<mings, .and validations. The key fBabJrflr. of iC6nefhod am: Acollsistsntiy

structJJred, detafloo, and tr<V'lsparent methOdology. Gukfelines to maxlmlze tho effectiveness of the comparative valua1ion process, and to identify SQrne common pitfalls,

iQdalabax~ IV Is our rea~timB global rflSBiJfch database that Is SOUTcad directly from cur equity anatysts' earnings models and includes forecasted as well as historical data fQf income matements, bal~CB shoots, Bnd cash now statetnehts for

<:ompani.s <:overed bl BolA Morrill Lynch.

IQprofile"", IQm"hed'" "'. servl<:<l marks of Morrill Lynch & Co., InclQdatabase"ls a registered servl"" mark 01 Momll Lynm &Co., Inc.
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Important Disclosures

ATO Price.-:;C.cch.:...art-'-- _
21-Sep

PO:US$3Q
11-Feb

PO:US$29
13-Apr

PO:US$34

US$45 p6\ ~26

""' '"
£ ~ay

, ,r~nn

, '0'«
~.H I ··························+···1··----··-···---·-·-····· -..- --·t-·-·-···--········································ + ;

US$O L. . -- Jj..... __ . -... . 1.
1
'..J'a··Ll_l' O~··L.-.- '" ·················'1·.J·;·a:'n-·li1:1'-' -- ---.-.- 1............ . -.. '. ':1' .J"31,'n-'1:'I'2~:

ATO __

B: Buy, N: Neulrnl. U: Underperform, PO . Price objective, NA: No longer valid, NR: No Rating

The InvesbnenlOpinion System is contain-ed.at the -end or the report under the headitllJ 'Fundamental Equtty Opinion Key". Dm. grey shading indicates the- securtty is restricted \Mth tim oplhion suspended. Medium grey shading indlc:atBs the

serority is under relJiew wilh the opinion withdrawn, Ugnt grey madtng Indicates Ih€ security is not colJered. Chart Is current as of Janucuy 31, 2012 or sucl1later date 3& indJcatBd.

Percent
71.83%
76.09%
56.00%

Count
51
35
28

.1~"'ll.slrT1!,nt Rating Distribution: Utilities Group ('!s.E.'--O'~}an_2_0_1~2)'--- _
Coverage Universe Count Percent Inv. Banking Relationships'
~ N ~~ ~

Neutral 50 26.88% Neutral
Sell 57 30.65% Sell
!~"'tll;.tJ:r111.l1t_ Rating Distribution: Global Group (~l;_.()Lo.!~~n 2012) __. _
Coverage Universe Count Percent Inv. Banking Relationships' Count Percent
Buy 2029 52.00% Buy 1337 72.11%
Neutral 1009 25.86% Neutral 657 71.34%
Sell 864 22-14% Sell 487 60.20%
• Companies in respect of which BofA Merrill Lynch or one of its affiliates has received compensation for investment banking services within the past 12 months. For purposes of this
distribution, astock rated Underperform is included as aSell.

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating. VOLA TlL/TY RISK
RATINGS, indicators of potential price fluctuation, are: A - Low, B - Medium and C• High. INVESTMENT RATINGS reflect the analyst's assessment of a
stock's: (i) absolute total return potential and (ii) attractiveness for investment relative to other stocks within its Coverage Cluster (defined below). There
are three investment ratings: 1• Buy stocks are expected to have a total return of at least 10% and are the most attractive stocks in the coverage cluster;
2· Neutral stocks are expected to remain flat or increase in value and are less attractive than Buy rated stocks and 3 - Underperform stocks are the least
attractive stocks in a coverage cluster. Analysts assign investment ratings considering, among other things, the 0-12 month total return expectation for a
stock and the firm's guidelines for ratings dispersions (shown in the table below). The current price objective for a stock should be referenced to better
understand the total return expectation at any given time. The price objective reflects the analyst's view of the potential price appreciation (depreciation).

!~"_tll;!!!1.ent rating Total return expectation (wit~i_n_g:month period of da!ll_~_f_!n..i!!~!.!l!!~g) Ratings dispersion g.ll.i~.tl~i.l111-s.!C>.r coverage cluster' _
Buy 2: 10% :5 70%

Neutral 2: 0% :5 30%
Underperform NIA 2: 20%

• Ratings dispersions may vary from time to time where BofA Merrill Lynch Research believes it better reflects the investment prospects of stocks in aCoverage Cluster-

INCOME RATlNGS, indicators of potential cash dividends, are: 7· same/higher (diVidend considered to be secure), 8 •same/lower (dividend not considered
to be secure) and 9 - pays no cash dividend. Coverage Cluster is comprised of stocks covered by a single arlalyst or two or more analysts sharing a common
industry, sector, region or other c1assification(s). A stock's coverage cluster is included in the most recerlt BofA Merrill Lynch Comment referencing the stock,

Price charts for the securities referenced in this research report are available at http://pricecharts.ml.com, or call1-800-MERRILL to have them mailed.
MLPF&S or one of its affiliates ads as a market maker for the equity securities recommended in the report: Atmos Energy.
MLPF&S or an affiliate has received compensation from the company for non-investment banking services or products within the past 12 months: Atmos Energy.
The company is or was, within the last 12 months, a non-securities business client of MLPF&S and/or one or more of its affiliates: Atmos Energy.
MLPF&S together with its affiliates beneficially owns one percent or more of the common stock of this company_ If this report was issued on or after the 8th day

of the month, it reflects the ownership position on the last day of the previous month. Reports issued before the 8th day of a month reflect the ownership position at
the end of the second month preceding the date of the report: Atmos Energy.

MLPF&S or one of its affiliates is willing to sell to, or buy from, clients the common equity of the company on a principal basis: Atmos Energy_
BofA Merrill Lynch Research personnel (including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall

profitability of Bank of America Corporation, including profits derived from investment banking revenues.

7

CR



BankofAmerica"­
Merrill Lynch

09 February 2012

Other Important Disclosures

Atmos Energy

CASE NO. 2D13-00148
ATIACHMENT 1

TO OAG DR NO. 1-183

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related
investments.

BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http://www.ml.comlmedia/43347.pdf.
"BofA Merrill Lynch" includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") and its affiliates. Investors should contact their BofA

Merrill Lynch representative or Merrill Lynch Global Wealth Management financial advisor if they have questions concerning this report
Information relating to Non-US affiliates of BofA Merrill Lynch and Distribution of Affiliate Research Reports:
MLPF&S distributes, or may in the future distribute, research reports of the following non-US affiliates in the US (short name: legal name): Merrill Lynch

(France): Merrill Lynch Capital Markets (France) SAS; Merrill Lynch (Frankfurt): Merrill Lynch Intemational Bank Ltd" Frankfurt Branch; Merrill Lynch (South Africa):
Merrill Lynch South Africa (Ply) Ltd.; Merrill Lynch (Milan): Merrill Lynch Intemational Bank Limited; MLI (UK): Merrill Lynch International; Merrill Lynch (Australia):
Merrill Lynch Equities (Australia) Limited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte
Ltd,; Merrill Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de Bolsa; Merrill Lynch (Argentina): Merrill
Lynch Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co., Ltd,; Merrill Lynch (Seoul): Merrill Lynch Internauonallncorporated (Seoul Branch);
Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd.; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrill Lynch (Indonesia): PT Merrill LynCh
Indonesia; Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): Merrill Lynch CIS Limited, Moscow; Merrill Lynch (Turkey): Merrill Lynch Yatirim
Bankasi A.S.; Merrill Lynch (Dubai}: Merrill Lynch International, Dubai Branch; MLPF&S (Zurich rep. office): MLPF&S Incorporated Zurich representative office;
Merrill Lynch (Spain): Merrill Lynch Capital Markets Espana, S.A.S.V,; Merrill LynCh (Brazil): Bank of America Merrill Lynch Banco Multiplo SA

This research report has been approved for publication and is distributed in the United Kingdom to professiorlal clients and eligible counterparties (as each is
defined in the rules of the Finarlcial Services Authority) by Merrill Lynch International and Banc of America Securities Limited (BASL), which are authorized and
regulated by the Financial Services Authority and has been approved for publication and is distributed in the United Kingdom to retail clients (as defined in the rules
of the Firlancial Services Authority) by Merrill Lynch Intemational Bank Limited, London Branch, which is authorized by the Central Bank of Irelarld and is subject to
limited regulation by the Financial Services Authority - details about the extent of its regulation by the Financial Services Authority are available from it on request;
has been considered and distributed in Japan by Merrill Lynch Japan Securities Co., Ltd" a registered securities dealer under the Financial Instruments and
Excharlge Act in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is regulated by the Hong Kong SFC and the Hong Kong Monetary
Authority; is issued arid distributed in Taiwan by Merrill Lynch Securities (Taiwan) Ltd.; is issued and distributed in India by DSP Merrill Lynch Limited; and is issued
and distributed in Singapore by Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd. (Company Registration No.'s F
06872E and 1986028830 respectively) and Bank of America Singapore Limited (Merchant Bank). Merrill Lynch Intemational Bank Limited (Merchant Bank) and
Merrill Lynch (Singapore) Pte Ltd. are regUlated by the Monetary Authority of Singapore, Merrill Lynch Equities (Australia) Limited (ABN 65 006276795), AFS
License 235132 provides this report in Australia irl accordance with section 911 Bof the Corporations Act 2001 and neither it nor any of its affiliates involved in
preparing this research report is an Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the Australian Prudential Regulation
Authority. No approval is required for publication or distribution of this report in Brazil. Merrill Lynch (Dubai) is authorized and regulated by the Dubai Financial
Services Authority (DFSA). Research reports prepared and issued by Merrill LynCh (Dubai) are prepared and issued in accordance with the requirements of the
DFSA conduct of business rules.

Merrill Lynch (Frankfurt) distributes this report in Germany, Merrill Lynch (Frankfurt) is regulated by BaFin.
This research report has been prepared and issued by MLPF&S and/or one or more of its non-US affiliates. MLPF&S is the distributor of this research report in

the US and accepts full responsibility for research reports of its non-US affiliates distributed to MLPF&S clients in the US. Any US person receiving this research
report and wishing to effect any transaction in any security discussed in the report should do so through MLPF&S and not such foreign affiliates.

General Investment Related Disclosures:
This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitatiorl to make an offer, to

buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g., options, futures, warrants, and contracts for
differences). This report is not intended to provide persorlal irlvestment advice and it does not take into account the specific investment objectives, financial situation
and the particular needs of any specific person, Investors should seek firlancial advice regarding the appropriateness of investing in financial instruments and
implementing investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized.
Any decision to purchase or subscribe for securities irJ any offering must be based solely on existing public information OrJ such security or the information in the
prospectus or other offering document issued in connection with such offering, and not on this report.

Securities and other firlancial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit
Insurance Corporation and are not deposits or other obligations of any insured depository institution (including, Bank of America, NA). Investments in general and,
derivatives, in particular, irwolve numerous risks, including, among others, market risk, CDunterparty default risk and liquidity risk. No security, financial instrument or
derivative is suitable for all investors. In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the
value or risks related to the security or financial instrument may be difficult to obtain. Investors should note that income from such securities and other financial
instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may lose their entire
principal investment. Past performance is not necessarily aguide to future performance. Levels and basis for taxation may change.

This report may contain a short-term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the company or the
market that is anticipated to have a short-term price impact on the equity securities of the company. Short-term trading ideas and recommendatiorJs are different
from and do not affect a stock's fundamental equity rating, which reflects both a longer term total retum expectation and attractiveness for investment relative to other
stocks within its Coverage Cluster. Short-term trading ideas and recommendations may be more or less positive than a stock's fundamental equity rating.

BofA Merrill Lynch is aware that the implementauon of the ideas expressed irJ this report may depend upon an investors ability to "short' securities or other
financial instruments and that such action may be limited by regulations prohibiting or restricting "shortselling' in many jurisdictions. Investors are urged to seek
advice regarding the applicability of such regulations prior to executing any short idea contained in this report.

Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned irl this report. Investors in
such securities arid instruments, including ADRs, effectively assume currency risk,

UK Readers: The protections provided by the U.K. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated
by BofA Merrill Lynch entities located outside of the United Kingdom. BofA Merrill Lyrlch Global Research policies relating to conflicts of interest are described at
http://www.ml.com/mediaf43347.pdf.

Officers of MLPF&S or one or more of its affiliates (other than research arlalysts) may have a financial interest in securities of the issuer(s) or in related
investments.

MLPF&S or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. MLPF&S or
one of its affiliates may, at any time, hold a trading position (long or short) in the securities and financial instruments discussed in this report.
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BofA Merrill Lynch, through business units other than BofA Merrill Lynch Global Research, may have issued and may in the future issue trading ideas or
recommendations that are inconsistent with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect
the differeflt time frames, assumptions, views and analytical methods of the persons who prepared them, and BofA Merrill Lynch is under no obligation to ensure that
such other trading ideas or recommendations are brought to the attention of any recipient of this report.

In the event that the recipient received this report pursuant to a contract between the recipient and MLPF&S for the provision of research services for aseparate
fee, afld in connection therewith MLPF&S may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom
MLPF&S has contracted directly and does not extend beyond the delivery of this report (unless otherwise agreed specifically in wrting by MLPF&S). MLPF&S is and
continues to act solely as abroker-dealer in connection with the execution of any transactions, including transactions in any securities mentioned in this report.

Copyright and General Information regarding Research Reports:
Copyright 2012 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. iQmethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks

of Merrill Lynch & Co., Inc. iQanalytics®, iQcustom®, iQdatabase® are registered service marks of Merrill Lynch &Co., Inc. This research report is prepared for the
use of BofA Merrill Lynch clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or marmer, without the express written
consent of BofA Merrill Lynch. BofA Merrill Lynch Global Research reports are distributed simultaneously to internal and client websites and other portals by BofA
Merrill Lynch and are not publicly-available materials. Any unauthorized use or disclosure is prohibited. Receipt and review of this research report constitutes your
agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this report (including any investment
recommendations, estimates or price targets) without first obtaining expressed permission from an authorized officer of BofA Merrill Lynch.

Materials prepared by BofA Merrill Lynch Global Research personnel are based on public information. Facts and views presented in this material have not been
reviewed by, and may not reflect information known to, professionals in other business areas of BofA Merrill Lynch, including investment banking personnel. BofA
Merrill Lynch has established information barriers between BofA Merrill Lynch Global Research and certain business groups. As a result, BofA Merrill Lynch does not
disclose certain client relationships with, or compensation received from, such companies in research reports. To the extent this report discusses any legal
proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal
advisers as to issues of law relating to the subject matter of this report. BofA Merrill Lynch Global Research personnel's knowledge of legal proceedings in which any
BofA Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving companies
mentioned in this report is based on public information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by,
discussed with, and may not reflect information known to, professionals in other business areas of BofA Merrill Lynch in connection with the legal proceedings or
matters relevant to such proceedings.

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as
agent of any issuer of any securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or
warranty on behalf of the issuer(s). BofA Merrill Lynch Global Research policy prohibits research personnel from disclosing a recommendation, investment rating, or
investment thesis for review by an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax
advice. Investors are urged to seek tax advice based on their particular circumstances from an independent tax professional.

The information herein (other than disclosure information relating to BofA Merrill Lynch and its affiliates) was obtained from various sources and we do not
guarantee its accuracy. This report may contain links to third-party websites. BofA Merrill Lynch is not responsible for the content of any third-party website or any
linked content contained in athird-party website. Content contained on such third-party websites is not part of this report and is not incorporated by reference into
this report. The inclusion of a link in this report does not imply any endorsement by or any affiliation with BofA Merrill Lynch. Access to any third-party website is at
your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information to them. BofA Merrill
Lynch is not responsible for such terms and privacy policies and expressly disclaims any liability for them. .

Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and BofA Merrill Lynch policy­
related restrictions on the publication of research reports, fundamental equity reports are produced on a regular basis as necessary to keep the investment
recommendation current.

Certain outstanding reports may contain discussions and/or investment opinions relating to securities, financial instruments and/or issuers that are no longer
current. Always refer to the most recent research report relating to a company or issuer prior to making an investment decision.

In some cases, a company or issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any
investment opinion relating to such company or issuer (or its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses
and investment opinion(s) pertaining 10 such issuer (or its securities and/or financial instruments) nor should the analyses or opinion(s) be considered asolicitation of
any kind. Sales persons and financial advisors affiliated with MLPF&S or any of its affiliates may not solicit purchases of securities or financial instruments that are
Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies,

Neither BofA Merrill Lynch nor any officer or employee of BofA Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or
losses arising from any use of this report or its contents.
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50%

1.34

2010A
2.20
2.20

15.8%

1lI2Q12 miss due to Nat Gas Distribution and Nonregulated
Wednesday after market close, ATO reported 2Q12 adjusted diluted EPS of $1.28
versus BofAML estimate of $1.50 and consensus of $1.44. The miss was primarily
driven by ATO's Natural Gas Distribution and Nonregulated segments, which
were negatively impacted by the warmer than normal winter weather and fewer
arbitrage opportunities due to depressed natural gas prices and basisltime
spreads. ATO's 3012 declared dividend of $0.345 ($1.38 annualized) represents
a 0.0%/1.5% increase over 2Q12/3Q11 levels, respectively, in line with BofAML
expectations. ATO reaffirmed FY12 EPS guidance of $2.30-2.40, although ATO
adjusted net income guidance by segment to incorporate 2Q12 results.

Nonregulated results expected to improve in 2H 12
ATO's Nonregulated results have been depressed in recent quarters, but ATO
expects an improvement in 2H12 driven by storage optimization opportunities.
ATO noted that it took advantage of recent natural gas price declines and the
contango forward curve by buying natural gas to store in its facilities to be
withdrawn in the third and fourth quarters of this fiscal year. We forecast
Nonregulated earnings to improve in 2H12 due to this optimization opportunity,
but still expect results to remain at relatively depressed levels through FY14.

Lowering FY12 ests, but maintain $34 PO and Neutral
We lower FY12 estimates to incorporate ATO's 2012 miss, but maintain FY13/14
estimates. Our revised FY12 EPS estimate of $2.30 is at the low end of guidance.
We maintain our $34 PO, which is based on a PIE multiple of -13x our 2014E
EPS of $2.65. ATO's plans to increase growth capital spending may allow ATO to
grow its rate base at a somewhat accelerated annual growth rate of 8-8.5% going
forward (up from 4-4.5% historical growth). We view ATO's current focus on
organic growth relative to its historical focus on acquisitions positively given ATO's
growth projects could generate better returns than M&A. In light of this, we see
the potential for ATO's valuation discount to peers to lessen over time.

III Estimates (Sep)

(US$)
EPS
GAAP EPS
EPS Change (YaY)
Consensus EPS (Bloomberg)
DPS

2010A 2011A 2012E 2013E 2014E
PIE 14.9x 14.2x 14.2x 13.1x 12.4x
GAAP PIE 14.9x 14.4x 13.9x 13.1x 12.4x
Dividend Yield 4.1% 4.2% 4.2% 4.3% 4.3%
EVIEBITDA* 10.7x 10.9x 104x 9.6x 9.3x
Free Cash Flow Yield' 6.2% -1.4% -6.1% 3.2% 3.9%
.. For full tlefinitions of iQmethodSAl measwes, see page 6.

BofA Merrill Lynch does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm
may have a conflict of interest that could affect the objectiVity of this report. Investors should consider this report as only a single factor in making their
investment decision.
Refer to important disclosures on page 7 to 9. Analyst Certification on Page 4. Price Objective Basis/Risk on page 4. Link to Definitions on page 4. 11163692
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Atmos Energy
II !Q!!!!!thod SH - Bus Performance' Company Description

(US$ Millions) 2010A 2011A 2012E 2013E 2014E Atmos Energy Corporation (ATO) is a natural gas
Return on Capital Employed 5,1% 44% 4,4% 4.7% 4,7% transmission and distribution company
Retumon Equily 9.3% 9,3% 8,9% 9.3% 9,4% headquartered in Dallas, Texas. Operations are
Operating Margin 10.2% 10,2% 12,5% 13.3% 12.5% divided between three segments: Natural Gas
Free Cash Flow 184 (40} (178) 94 115 Distribution, Regulated Transmission & Storage,

and Nonregulated. The Distribution segment

III !Qme!...J!!!...c!...~f - Quality of Earnings'
distributes gas to 3.2mn customers in 12 states
located in the South, Southeast and Midwest.

(US$ Millions) 2010A 2011A 2012E 2013E 2014E
Cash Realization Ratio 3.6x 2.8x 2.6x 2.5x 2.4x Investment Thesis
Asset Replacement Ratio 2.5x 2.7x 2.9x t9x 1.9x We view ATOs current focus on organic growth
Tax Rate 38.5% 36,4% 38,2% 38.3% 38.3%

relative to its historical focus on acquisitions
Net Debt-la-Equity Ratio 99.3% 101.2% 112,3% 109.0% 104.8%
Inlerest Cover 3.2x 2.9x 3.3x 3,1x 3.2x positively given growth projects could generate

better returns than M&A. That said, we see muted
nonregulated returns on low gas market volatility,

Income Statement Data (Sep)
some uncertainty around its Mid-Tex rate case, and
the perception ATD covers too many jurisdictions to

(US$ Millions) 2010A 2011A 2012E 2013E 2014E focus on improving teoms in each one as headwinds
Sales 4,790 4,348 3,864 4,017 4,468 to substantial improvements in ATDs valuation
%Change -3.6% -9.2% -11.1% 4.0% 11.2%

compared to peers.
Gross Profit 1,365 1,327 1,379 1,455 1,494
%Change 1.4% -2.8% 3.9% 5.5% 2.7%
EBITDA 706 690 724 783 807
%Change 6.8% -2.2% 4.9% 8.1% 3.1%

Stock Data
Net Interest &Other Income (154) (151) (145) (170) (172)
Net Income (Adjusted) 203 210 208 225 239 Average Daily Volume 479,496

%Change 16.1% 3.2% -0.8% 8.3% 6.1%
qLJ.a.r.t:~~I'y_~!!:r.n.!~.9.1>~~ti"'!'~_tl'l.1>"""

2011 2012
Q1 0.81A 0.61A

Free Cash Flow Data~) Q2 1.35A 1.28A
(US$ Millions) 2010A 2011A 2012E 2013E 2014E Q3 0,05A 0.13E
Net Income from Cont Operations (GAAP) 204 206 213 225 239 Q4 O.11A NA
Depreciation &Amortization 217 227 242 247 248
Change in Woriling Capital 83 (26) (52) 0 °Deferred Taxation Charge 197 117 115 82 88
other Adjustments, Net 25 59 15 0 0
Capital Expenditure (543} (623) (711) (460) (460)
Free Cash Flow 184 -40 -178 94 115
%Change -55.1% NM -344.8% NM 21.4%

Bal~~~"§.hElet[)ataj§~pL"

(US$ Millions) 2010A 2011A 2012E 2013E 2014E
C8sh &Equivalents 132 131 32 25 37
Trade Receivables 273 273 350 350 350
Othar Current Assets 470 606 497 497 497
Property, Plant & Equipment 4,793 5,148 5,612 5,824 6,037
Other Non-Current Assets 1,096 1,124 1,141 1,141 1,141
Total Assets 6,764 7,283 7,631 7,838 8,062

Short-Term Debt 486 209 449 474 499
Othar Current Liabiliti es 680 659 684 684 684
Long-Term Debt 1,810 2,206 2,206 2,206 2,206
Other Non-Current Liabilities 1,610 1,954 1,956 2,038 2,126
Total liabilities 4,585 5,027 5,296 5,402 5,516

Total Equity 2,178 2,255 2,336 2,435 2,546
Total Equity & liabilities 6,764 7,283 7,631 7,838 8,062

.. For full definitions of iQmelhod-w measures, see page 6.
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Exhibit 1: ATO 2Q12 earnings summary
Earnings Summary
($ in rrillbns, except iJr per unit data)

2Q12
Expected Actual
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2Q11
Diff.

Natural Gas Dis!ribu~an

Regulated Transmissbn and Sbrage
Nonregulaled
Pipeline, Sbrage, and O1her
Eliminations

'OperaUngfncome
MisG. im;oITE (expense)
Interest on LTO
EamingsBefore'Taxell'
InOJrre Taxes

.Earnings Before ht'faordinarYltems
Ex1raordinary Gain i (Loss) (neloflax)

.GMP NelEarnlngstoCommon Slock
.~djustrT¥>nts .
Adjusted Nell ncome

218.6 189.3
31.5 30.5
6.0 (11.4)
3.5 3.5
0.0 0.0

256.2 208.4
0.5 0.6

37.3 36.7
219'.4 172.3

83.8 66.4
... . 13S.if·· 105.9

0.0 3.2
135:6 . 109.1

0.0 6.0
135.6 115.1

(295) 194.8
(to) 29.8

(1704) (6.7)
0.0 3.4
0.0 (0.0)

(47.9) 217:9
0.1 26.2

...... (OJL 37.9
(47.1) 206.2

..... [17:4) 740
(29.7) 132.2

3.2 0.0
... .'(26:51 . '132:2

6.0 (9.0)(2o.sf ----- --- ~-~-~-~ '1'2i2"

Earnings per share (GAAP)
Diluled

Earnings per share (Recurring)
Diluied

Weighted average shares outstanding
Diluied

Cash dividends declared per share

$1.50

$1.50

9004

$0.35

$1.20

$1.28

90.3

$0.35

($0.30)

($0.22)

(0.1)

$0.00

$1.45

$1.35

90.5

$0.34

Sour",,, Company reports, BorA Merrill lynch Global R,,,,,..m analysjs
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Price objective basis 6: risk
Atmos Energy (ATD)
Our $34 PO is largely based on a targeted 13x 2014E EPS, which would imply
that ATO should trade at a moderate discount to peers. The company offers an

attractive dividend yield and low PIE relative to peers and operates out of the TX
region which has felt less of an impact from the current macroeconomic
slowdown. Growth through 2014 should be driven by recent rate cases which
should improve the ability to earn at authorized levels, capital projects which are
expected to grow ATO's rate base, and various nonregulated pipeline and
gathering projects. Risks to PO are: sustained low gas market volatility, a
materially higher gas price environment, slack capacity utilization at its Barnett
Shale natural gas pipelines and prolonged broader economic slowdown. The
latter factors could also slow customer growth rates and contribute to cash flow
pressure. Other risks to our PO are better-than-forecast rate execution and
timing, a gas market volatility rebound to above-forecast levels, and better-than­
forecast incremental growth from unidentified nonregulated growth projects.

Link to Definitions
Energy
Click here for definitions of commonly used terms.

Analyst Certification
I, Gabe Moreen, hereby certify that the views expressed in this research report
accurately reflect my personal views about the subject securities and issuers. I
also certify that no part of my compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or view expressed in this
research report.

us· Natural Gas Cover~ Cluster

Atlas Pipeline Partners, L.P.
Buckeye Partners
Chesapeake Midstream Partners, L.P,
Crosstex Energy, L.P,
OCP Midstream
Enbridge Energy
Enbridge Energy
Energy Trans
Enterprise L.P.
Exlerran
Genesis Energy, L.P.
Inergy L,P.
Inergy Midstream, LP.
Kin dar Morgan
Markwest Energy Partners L.P,
Oiltanking Partners LP
Penn Virginia ResoufGe Partners, L.P.
PlainsAA
Regency Energy Partners LP
SpeGlra Energy
Targa Resources
Targa Resources Corp.

4

BofA Merrill ticker

BPL
CHKM
XTEX
DPM
EEP
EEQ
ETE
EPD
EXLP
GEL
NRGY
NRGM
KMR
MWE
OILT
PVR
PAA
RGP
SE
NGLS
TRGP

APLUS
BPL US
CHKM US
X1EXUS
DPMUS
EEPUS
EEQUS
ETEUS
EPDUS
EXLP US
GEL US
NRGY US
NRGMUS
KMRUS
MWEUS
OILTUS
PVRUS
PAAUS
RGPUS
SEUS
NGLSUS
TRGP US

Derek Walker
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
GabeMoreen
Gabe Moreen
GabeMoreen
GabeMoreen
GabeMoreen
GabeMoreen
GabeMoreen
GabeMoreen
Cathleen King
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
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US· Natural Gas Coverage Cluster

Investment rating Company BofA Merrill Lynch ticker Bloomberg symbol Analyst
TC Pipelines LP TCP TCPUS Gabe Moreen
Teekay Offshore TOO TOO US Gabe Moreen
Tesoro Logis~cs LP TLLP TLLP US Cathleen King
TransMonlaigne Partners L.P. TLP TLPUS Gabe Moreen
Western Gas Partners, LP WES WESUS Gabe Moreen
Williams Partner WPZ WPZUS Gabe

AGL Resources Inc. GAS GAS US Gabe Moreen
American Midstream LP AMID AMID US Gabe Moreen
Almas Energy ATO ATOUS Gabe Moreen
Copano Energy, LLC CPNO CPNOUS Gabe Moreen
Energy Transler ETP ETPUS Gabe Moreen
Global Partners LP GLP GLPUS Gabe Moreen
Holly Energy Par HEP HEPUS Gabe Moreen
Kin der Margan LP KMP KMPUS Gabe Moreen
Magellan Mid MMP MMPUS Gabe Moreen
Northwest Nalura! Gas Co. NWN NWNUS Gabe Moreen
PM Natural Gas Storage PNG PNGUS Gabe Moreen
Suburban Propane Partners L.P. SPH SPHUS Gabe Moreen
Veclren WC WCUS Gabe Moreen

AmeriGas Partners L.P. APU APU US Gabe Moreen
Boardwalk Pipeline BWP BWPUS Gabe Moreen
Crestwood MidstreamPartners LP CMLP CMLPUS Gabe Moreen
EI Paso Pipeline EPB EPB US Gabe Moreen
Ferrellgas Partners L.P. FGP FGP US Gabe Moreen
Kayne Anderson Energy Development Co. KED KED US Gabe Moreen
Kinder Morgan, Inc. KMI KMIUS Gabe Moreen
New Jersey Resources Corpora~on NJR NJRUS Gabe Moreen
Nustar Energy LP NS NSUS Gabe Moreen
Nustar GP NSH NSH US Gabe Moreen
ONEOK Partners OKS OKS US Gabe Moreen
Piedmont Nalura! Gas PNY PNYUS Gabe Moreen
Southwest Gas SWX SWXUS Gabe Moreen
Spectra Energy SEP SEPUS Gabe Moreen
Sunoco Log istics SXL SXLUS Gabe Moreen
Tortoise Capital Resources no no US Gabe Moreen
WGL Holdings, Inc. WGL WGLUS Gabe Moreen

CR
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Return On Equity
Operating Margin
Earnings Growth
Free Cash Flow

Business Performance Numerator
Return On Capital Employed NOPAT" (EBIT + Interest Income)' (1- Tax Rate) + Goodwill

Amortization
Net Income
Operating Profit
Expected 5-Year CAGR From Latest Actual
Cash Flow From Operations - Total Capex

Denominator
Total Assets - Current Liabiliti es + ST Debt +Accumu laled Goodwi II
Amortization
Shareholders' Equity
Sales
NIA
N/A

Quality of Earnings
Cash Realization Ratio
Asset Replacement Ratio
Tax Rate
Net Debt-T<rEquity Ratio
Interest Cover

Cash Flow From Operations
Capex
Tax Charge
Net Debt" Total Deb~ Less Cash & Equivalents
EBIT

Net Income
Depreciation
Pre-Tax Income
Total Equity
Interest Expense

Valuation Toolkit
Price I Earnings Ratio
Price / Book Value
Dividend Yield
Free Cash Flow Yield
Enterprise Value I Sales

Current Share Price Diluted Earnings Per Share (Basis As Specified)
Current Share Price Shareholders' Equity I Currenl Basic Shares
Annualised Dedared Cash Dividend Current Share Price
Cash Flow From Operations - Total Capex Market Cap. " Current Share Price' Current Basic Shares
EV" Current Share Price' Current Shares + Minority Equity + Net Debt + Sales
Other LT Liabilities

EV I EBITDA Enterprise Value Basic EBIT + Depreciation + Amortization
iQmethod,l;J,~s the set of BofA Meml! Lynch staIldad measures that 88fVe to tnalntsfh global r:onsj.:it€hCY utlder three broad h.eadif!;gs: Business Performance, Quality of Eanings, and validations.. The key (eahJres of IQrnethod we: AconsistEntly

structured, detailed, and trNlspnnt methodoklgy. G\Jtdelin£ls to maxlmlze the effectiveness of the (;(Itrlp~e valuation process, and to identify some rnmmon: pitfalls.

jQdatabase~ is our real-time global research dat~ase that is soofcad drncfiy from oli €qurty aIla~sts' earnings models and indudes forocasted. as well as historical data for income- statements, balance EiJeElts., atld crash flow strtemehts fur

companies covere<! by BolA Merrill Lynch.

;Qprofile"",l, iQmelhod~ are l>eflp'ice mOOl:sof Me.rriil Lynch & Co" 1t1c1Qd(ltabase~1s ategis.ered service mark of Merrill Lyndl &CD., Inl:..
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Important Disclosures

ATO Price Chart

P~
,N 21-58£ 11.feb B·AI!'

PO:US 30 PO:US$29 PO:US$34

u;;~~ >6! %26
US$40

>r Aay
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US$25·,.:;.:: -
,,~.""
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US$O
1-Jan-10 1.,)an-11 1.)8n-12

ATO--

B: Buy, N: Neulr.ll, U: Underperform, PO : Price objective, NA: No longer valid, NR: No Rating

TIl.ln,.slm.n! Opinion Slslem Is contained al1l1e end 011l1e report under Ihe h.ading 'Fundamental Equity Opinion Ke\l'. Oat!< grey shading indicates Ih. security i"esmet.d iMIh 1I1e opinion ,,".pend.d. Medium grey shading l..flCO",s Ih.

s.W1ity Is und'" review iMIh 1I1e opinion v.ithdra'Ml, Light grey shading Indicates \he sectJrity I. ",t =ered. Ohart I. C\Dlenlo. 01 Mach 31, 2012 or such later date as Indicated.

~-----.~_ .._-------

Percent
76.19%
81.40%
74.51%

Count
48
35
38

Invest'!!.ent _~.,ti,"-~ Dist!~lJ.lI!i~~~_~tiLit!llS.QroupJas of 01 Apr 2012) __~ .__
Coverage Universe Count Percent Inv. Banking Relationships'
Buy 72 40,91 % Buy
Neutral 47 26.70% Neutral
Sell 57 32,39% Sell

Investment Ra!~!',~o._i~tri!>ll1:J~~:§I~_lJ.~LC:i~o_lIll_(as of 01 Apr 2012) •••'''.'_ ..__.,.._,. .. _, _
Coverage Universe Count Percent Inv. Banking Relationships' Count Percent
Buy 1881 49,24% Buy 1265 73.38%
Neutral 992 25,97% Neutral 641 70.75%
Sell 947 24.79% Sell 548 62.27%
• Companies in respect of which BofA Merrill Lynch or one of its affiliates has received compensation for investment banking services within the past 12 months. For purposes of this
distribution, astock rated Underperfoll11 is included as aSell.

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating. VOLATIL/TY R/SK
RATINGS, indicators of potential price fluctuation, are: A - Low, B • Medium and C· High. INVESTMENT RATINGS reflect the analyst's assessment of a
stock's: (i) absolute total return potential and (ii) attractiveness for investment relative to other stocks within its Coverage Cluster{defined below). There
are three investment ratings: 1- Buy stocks are expected to have atotal return of at least 10% and are the most attractive stocks in the coverage cluster;
2 - Neutral stocks are expected to remain flat or increase in value and are less attractive than Buy rated stocks and 3 - Underperform stocks are the least
attractive stocks in a coverage cluster. Analysts assign investment ratings considering, among other things, the 0-12 month total return expectation for a
stock and the firm's guidelines for ratings dispersions (shown in the table below). The current price objective for a stock should be referenced to better
understand the total retum expectation at any given time. The price objective reflects the analyst's view ofthe potential price appreciation (depreciation).

Investp~!!!!3tin!L __~.?.!.~1 rel~!_'!.~l,C.e.~~~~.?n(within 12-month period o(?~!e,.<:?~.~nJ!!~ rating) Ratings dispersion 9..ui~!l-'i~~!~~Eoverage cluster
Buy ;:: 10% :0:; 70%

Neutral :::: 0% :0:; 30%
Underperfoll11 N/A ;:: 20%

• Ratings dispersions may vary from time to time where BofA Merrill Lynch Research believes it better reflects the investment prospects of stocks in aCoverage Cluster.

INCOME RATINGS, indicators of potential cash dividends, are: 7· same/higher (dividend considered to be secure), B· samellower (diVidend not considered
to be secure) and 9 • pays no cash diVidend. Coverage Cluster is comprised of stocks covered by a single analyst or two or more analysts sharing a common
industry, sector, region or other ciassifica1ion(s). A stock's coverage cluster is included in the most recent BofA Merrill Lynch Comment referencing the stock,

Price charts for the securities referenced in this research report are available at http://pricecharts.ml.com, or call 1-800-MERRILL to have them mailed.
MLPF&S or one of its affiliates acts as a market maker for the equity securities recommended in the report: Atmos Energy.
The company is or was, within the last 12 months, an investment banking client of MLPF&S andlor one or more of its affiliates: Atmos Energy.
MLPF&S or an affiliate has received compensation from the company for non-investment banking services or products within the past 12 months: Atmos Energy.
The company is or was, within the last 12 months, a non-securities business client of MLPF&S and/or one or more of its affiliates: Atmos Energy.
MLPF&S or an affiliate expects to receive or intends to seek compensation for investment banking services from this company or an affiliate of the company

within the next three months: Atmos Energy.
MLPF&S together with its affiliates beneficially owns one percent or more of the common stock of this company. If this report was issued on or after the 8th day

of the month, it reflects the ownership position on the last day of the previous month. Reports issued before the 8th day of a month reflect the ownership position at
the end of the second month preceding the date of the report: Atmos Energy.
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MLPF&S or one of its affiliates is willing to sell to, or buy from, clients the common equity of the company on a principal basis: Atmos Energy.
The company is or was, within the last 12 months, a securities business client (non-investment banking) of MLPF&S and/or one or more of its affiliates: Atmos

Energy,
BofA Merrill Lynch Research personnel (including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall

pmfitability of Bank of America Corporation, including pmfits derived from investment banking revenues.

Other Important Disclosures
Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related

investments.
BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http://www.ml.comlmediaI43347.pdf.
"BofA Merrill lynch" includes Merrill Lynch, Pierce, Fenner & Smith Incorporated l"MLPF&S") and its affiliates. Investors should contact their BofA

Merrill Lynch representative or Merrill Lynch Global Wealth Management financial advisor if they have questions concerning this report.
Information relating to Non-US affiliates of BofA Merrill Lynch and Distribution of Affiliate Research Reports:
MLPF&S distributes, or may in the future distribute, research reports of the following non-US affiliates in the US (short name: legal name): Merrill Lynch

(France): Merrill Lynch Capital Markets (France) SAS; Menrill Lynch (Frankfurt): Merrill Lynch International Bank Ltd., Frankfurt Branch; Merrill Lynch (South Africa):
Merrill Lynch South Africa (Pty) Ltd.; Merrill Lynch (Milan): Merrill Lynch International Bank Limited; MLI (UK): Merrill Lynch International; Merrill Lynch (Australia):
Menrill Lynch Equities (Australia) Lirnited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte
Ltd.; Merrill Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Menrill Lynch Mexico, SA de CV, Casa de Bolsa; Merrill Lynch (Argentina): Merrill
Lynch Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co., Ltd,; Merrill Lynch (Seoul): Merrill Lynch International Incorporated (Seoul Branch);
Menrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd.; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrill Lynch (Indonesia): PT Menrill Lynch
Indonesia; Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): Merrill Lynch CIS Limited, Moscow; Merrill Lynch (Turkey I.B.): Merrill Lynch
Yatirim Bank A.S.; Merrill Lynch (Turkey Broker): Merrill Lynch Menkul Oegerler A.$.; Merrill Lynch (Dubai): Merrill Lynch International, Dubai Branch; MLPF&S
(Zurich rep. office): MLPF&S Incorporated Zurich representative office; Merrill Lynch (Spain): Merrill Lynch Capital Markets Espana, SAS.V.; Merrill Lynch (Brazil):
Bank of America Menrill Lynch Banco Multiplo SA

This research report has been approved for publication and is distributed in the United Kingdom to professional clients and eligible counterparties (as each is
defined in the rules of the Financial Services Authority) by Merrill Lynch Internatiorlal and Banc of America Securities Limited (BASL), which are authorized and
regulated by the Financial Services Authority and has been approved for publication and is distributed in the United Kingdom to retail clients (as defined in the rules
of the Financial Services Authority) by Menrill Lynch International Bank Limited, London Branch, which is authorized by the Central Bank of Ireland and is subject to
limited regulation by the Financial Services Authority - details about the extent of its regulation by the Financial Services Authority are available from it on request;
has been considered and distributed in Japan by Merrill Lynch Japan Securities Co., Ltd., a registered securities dealer under the Financial Instruments and
Exchange Act in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is regulated by the Hong Kong SFC and the Hong Kong Monetary
Authority; is issued and distributed in Taiwan by Merrill Lynch Securities (Taiwan) Ltd.; is issued and distributed in India by DSP Merrill Lynch Limited; and is issued
and distributed in Singapore by Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd. (Company Registration No.'s F
06B72E and 198602B83D respectively) and Bank of America Singapore Limited (Merchant Bank). Merrill Lynch Intemational Bank Limited (Merchant Bank) and
Merrill Lynch (Singapore) Pte Ltd. are regulated by the Monetary Authority of Singapore. Merrill Lynch Equities (Australia) Limited (ABN 65 006 276 795), AFS
License 235132 provides this report in Australia in accordance with section 911B of the Corporations Act 2001 and neither it nor any of its affiliates involved in
preparing this research report is an Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the Australian Prudential Regulation
Authority, No approval is required for publication or distribution of this report in Brazil, Merrill Lynch (Oubai) is authorized and regulated by the Dubai Financial
Services Authority (OFSA). Research reports prepared and issued by Merrill Lynch (Dubai) are prepared and issued in accordance with the requirements of the
DFSA conduct of business rules.

Merrill Lynch (Frankfurt) distributes this report in Germany. Merrill Lynch (Frankfurt) is regulated by BaFin.
This research report has been prepared and issued by MLPF&S and/or one or more of its non-US affiliates. MLPF&S is the distributor of this research report in

the US and accepts full responsibility for research reports of its non·US affiliates distributed to MLPF&S clients irl the US. Any US person receiving this research
report and wishing to effect any transaction in any security discussed in the report should do so through MLPF&S and not such foreign affiliates.

General Investment Related Disclosures:
This research report provides general information only, Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, to

buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g., options, futures, warrants, and contracts for
differences). This report is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation
and the particular needs of any specific person, Investors should seek financial advice regarding the appropriateness of investing in financial instruments and
implementing investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized.
Any decision to purchase or subscribe for securities in any offering must be based solely on existing pUblic information on such security or the information in the
prospectus or other offering document issued in connection with such offering, and not on this report.

Securities and other financial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit
Insurance Corporation and are not deposits or other obligations of any insured depository institution (including, Bank of America, NA). Investments in general and,
derivatives, in particular, involve numerous risks, including, among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or
derivative is suitable for all investors. In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the
value or risks related to the security or financial instrument may be difficult to obtain. Investors should note that income from such securities and other financial
instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may lose their entire
principal investment Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change.

This report may contain a short-term trading idea or recommendatiorl, which highlights a specific near-term catalyst or event impacting the company or the
market that is anticipated to have ashort-term price impact on the equity securities of the company. Short-term trading ideas and recommendations are different
from and do not affect a stock's fundamental equity rating, which reflects both a longer term total return expectation and attractiveness for investment relative to other
stocks within its Coverage Cluster. Short-term trading ideas and recommendations may be more or less positive than a stock's fundamental equity rating.

BofA Merrill Lynch is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to 'short' securities or other
financial instruments and that such action may be limited by regulations prohibiting or restricting "shortselling' in many jurisdictions. Investors are urged to seek
advice regarding the applicability of such regUlations prior to executing any short idea contained in this report,
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Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in
such securities and instruments, including ADRs, effectively assume currency risk.

UK Readers: The protections provided by the UK regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated
by BofA Merrill Lynch entities located outside of the United Kingdom. BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at
http://wuw.ml.com/media/43347.pdf.

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have afinancial interest in securities of the issuer(s} or in related
investments.

MLPF&S or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. MLPF&S or
one of its affiliates may, at any time, hold a trading position (long or short) in the securities and financial instruments discussed in this report.

BofA Merrill Lynch, through business units other than BofA Merrill Lynch Global Research, may have issued and may in the future issue trading ideas or
recommendations that are inconsistent with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect
the different time frames, assumptions, views and analytical methods of the persons who prepared them, and BofA Merrill Lynch is under no obligation to ensure that
such other trading ideas or recommendations are brought to the attention of any recipient of this report.

In the event that the recipient received this report pursuant to a contract between the recipient and MLPF&S for the provision of research services for a separate
fee, and in connection therewith MLPF&S may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom
MLPF&S has contracted directly and does not extend beyond the delivery of this report (unless otherwise agreed specifically in writing by MLPF&S). MLPF&S is and
continues to act solely as a broker-dealer in connection with the execution of any transactions, including transactions in any securities mentioned in this report

Copyright and General Information regarding Research Reports:
Copyright 2012 Merrill Lynch, Pierce, Fenner &Smith Incorporated. All rights reserved. iQmethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks

of Merrill Lynch & Co., Inc. iQanalytics®, iQcustom®, iQdatabase® are registered service marks of Merrill Lynch &Co., Inc. This research report is prepared for the
use of BofA Merrill Lynch clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written
consent of BofA Merrill Lynch. BofA Merrill Lynch Global Research reports are distributed simultaneously to internal and client websites and other portals by BofA
Merrill Lynch and are not pUblicly-available materials. Any unauthorized use or disclosure is prohibited. Receipt and review of this research report constitutes your
agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this report (including any investment
recommendations, estimates or price targets) without first obtaining expressed pemnission from an authorized officer of BofA Merrill Lynch.

Materials prepared by BofA Merrill Lynch Global Research personnel are based on public information. Facts and views presented in this material have not been
reviewed by, and may not reflect infomnation known to, professionals in other business areas of BofA Merrill Lynch, including investment banking personnel. BofA
Merrill Lynch has established infomnation barriers between BofA Merrill Lynch Global Research and certain business groups. As a result, BofA Merrill Lynch does not
disclose certain client relationships with, or compensation received from, such companies in research reports. To the extent this report discusses any legal
proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal
advisers as to issues of law relating to the subject matter of this report. BofA Merrill Lynch Global Research personnel's knowledge of legal proceedings in which any
BofA Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving companies
mentioned in this report is based on public information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by,
discussed with, and may not reflect infomnation known to, professionals in other business areas of BofA Merrill Lynch in connection with the legal proceedings or
matters relevant to such proceedings.

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as
agent of any issuer of any securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or
warranty on behalf of the issuer(s}. BofA Merrill Lynch Global Research policy prohibits research personnel from disclosing a recommendation, investment rating, or
investment thesis for review by an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax
advice. Investors are urged to seek tax advice based on their particular circumstances from an independent tax professional.

The infomnation herein (other than disclosure information relating to BofA Merrill Lynch and its affiliates) was obtained from various sources and we do not
guarantee its accuracy. This report may contain links to third-party websites. BofA Merrill Lynch is not responsible for the content of any third-party website or any
linked content contained in a third-party website. Content contained on such third-party websites is not part of this report and is not incorporated by reference into
this report. The inclusion of a link in this report does not imply any endorsement by or any affiliation with BofA Merrill Lynch. Access to any third-party website is at
your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information to them. BofA Merrill
Lynch is not responsible for such temns and privacy policies and expressly disclaims any liability for them.

Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and BofA Merrill Lynch policy­
related restrictions on the publication of research reports, fundamental equity reports are produced on a regular basis as necessary to keep the investment
recommendation current.

Certain outstanding reports may contain discussions and/or investment opinions relating to securities, financial instruments and/or issuers that are no longer
current. Always refer to the most recent research report relating to a company or issuer prior to making an investment decision.

In some cases, a company or issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any
investment opinion relating to such company or issuer (or its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses
and investment opinion(s) pertaining to such issuer (or its securities and/or financial instruments) nor should the analyses or opinion(s) be considered a solicitation of
any kind. Sales persons and financial advisors affiliated with MLPF&S or any of its affiliates may not solicit purchases of securities or financial instruments that are
Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies.

Neither BofA Merrill Lynch nor any officer or employee of BofA Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or
losses arising from any use of this report or its contents.
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Change

•.'S~yg,~.'!11.9,e.~",.,_..,_.. ,_,_,__ ,_,_, ,_,______.. ..
(US$) Previous Current
Price Obj, 37.00 38.00
2012E EPS 2.30 2.36
2012E EBITDA (m) 724.3 721.5
2013EEBITDA(m) 782.8 757.8
2014EEBITDA(m) 807.0 791.4

III Stock Data

Price
Price Objective
Date Establi shed
Investment Opinion
Volatility Risk
52-Week Range
Mrkt Val' Shares Out (mn)
BofAML Ticker 1Exchange
BIDomberg I Reuters
ROE (2012E)
Total Dbt to Cap (Jun-2012A)
Est. 5-Yr EPS I DPS Growth

2014E
2.65
2.65

6.0%
2.56
1.42

2013E
2.50
2.50
5,9%
247
1.40

2012E
2.36
2.44

22%
2.29
1.381.36

2011A
2.31
2.27
5,0%

1.34

2010A
2,20
2,20

15,8%

III 3Q12 beat; FY12 EPS gui dance reiterated
On 8 August, ATO reported 3Q12 adjusted diluted EPS of $0.32 versus the
BofAML estimate of $0.13 and consensus of $0.16. ATO beat across all segments
with ATO's Regulated segment benefitting from recent GRIP-related filings and
Nonregulated results helped by an increase in asset optimization margins due to a
trading strategy executed earlier in the year. ATO's 4Q12 declared dividend of
$0.345 ($1.38 annualized) represents a 0.0/1.5% increase over 3Q12/4Q11
levels, respectively, in-line with the BofAML estimate. ATO reaffirmed FY12 EPS
guidance of $2.30-2AO.

Another asset sale to help fund rate base growth
Also on 8 August, ATO announced it had entered into a definitive agreement to
sell substantially all of its gas distribution assets located in Georgia to Liberty
Energy for $141mn Liberty is an affiliate of Algonquin and is the same entity to
which ATO recently sold its Missouri, Illinois, and Iowa gas distribution assets for
$129mn. We view the transaction positively as it further simplifies ATO's asset
base and should allow ATO to focus on its remaining service territories. We
expect ATO to use proceeds from the sales to fund rate base growth and see it as
relatively unlikely that ATO will need to issue equity over the medium term. We
have incorporated the asset sales in our model, including expected sale gains.

Boost PO to $38 (from $37) and reiterate Buy
We are adjusting our FY12 estimate to incorporate the 3Q12 beat and $O.06/sh in
asset sale gains expected in 4Q12. Our updated FY12 EPS estimate of $2.36 (up
from $2.30) is just above the midpoint of guidance. We are boosting our PO
slightly to $38 (from $37) based on a 14.5x (up from 14x) multiple on our 2014E
EPS of $2.65. We think ATO's valuation discount to peers should continue to
narrow as ATO executes on its plans for rate base growth at an 8-8.5% CAGR
through 2016. We also view recent asset sales as proof that ATO's acquisitive
days are behind it, which is also supportive of a higher valuation, in our view.

III Estimates(Se~------------
(US$)
EPS
GMP EPS
EPS Change (YaY)
Consensus EPS (Bloomberg)
DPS

Valuation

2010A 2011A 2012E 2013E 2014E
PIE 16.0x 15.2x 14,9x 14.1x 13.3x
GMPPIE 16.0x 15.5x 14,4x 14.1x 13.3x
Dividend Yield 3.8% 3.9% 3.9% 4.0% 4.0%
EV IEBITDA' 10.7x 10.9x 10.4x 9.9x 9.5x
Free Cash Flow Yield' 5.8% -1.3% -3.4% 0.3% 3.4%
" For full definitions of iQmethodl.l,( measures, see page 6.

BofA Merrill Lynch does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm
may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their
investment decision.
Refer to important disclosures on page 7 to 9. Analyst Certification on Page 4. Price Objective Basis/Risk on page 4. Link to Definitions on page 4. 111GS72S
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• iQmethod SM - Bus Performance" Company Descriptio~

(US$ Millions) 2010A 2011A 2012E 2013E 2014E Atmos Energy Corporation (ATO) is a natural gas
Retum on Capital Employed 5.1% 4.4% 4.5% 4.6% 4.8% transmission and distribution company
Return on Equity 9.3% 9.3% 9.1% 9.3% 94% headquartered in Dallas, Texas. Operations are
Operating Margin 10.2% 102% 13.4% 14.1% 13.5% divided between three segments: Natural Gas
Free Cash Flow 184 (40) (108) 10 106 Distribution, Regulated Transmission & Storage,

and Nonregulated. The Distribution segment

II iQmethod "'f - Qual[!y of Earnings"
distributes gas to approximately 3mn customers in 9
states located in the South, Southeast and Midwest.

(US$ Millions) 2010A 2011A 2012E 2013E 2014E
Cash Realizaljon Ratio J6x 2.8x 2.8x 2.5x 2.5x Investment Thesis
Asset Replaeement Ratio 2.5x 2.7x 2.9x 2.2x 1.9x

ATOs plan to grow its rate base at a peer-leading
Tax Rate 38.5% 36.4% 38.2% 38.0% 38.0%
NetDebt-to--Equity Ratio 99.3% 101.2% 103.7% 98.5% 95.0% CAGR over the next few years augurs for a re-

Interest Cover 3.2x 2.9x 34x J3x 3.4x rerating of ATO among its gas utility peers, in our
view. We see ATOs current valuation discount to
peers as undeserved considering forecasted rate

Income Statement Data (Sep)
base growth, a strong balance sheet, more
progressive regulatory regime, and management

(US$ Millions) 2010A 2011A 2012E 2013E 2014E posture of remaining conservative with prospective
Sales 4,790 4,348 3,615 3,602 4,026

acquisitions.
%Change -3.6% -9.2% -16.9% -0.4% 11.8%
Gross Profit 1,365 1,327 1,365 1,422 1,471
%Change 1.4% -2.8% 2.9% 4.1% 3.5%

EBITDA 706 690 721 758 791
%Change 6.8% -2.2% 4.5% 5.0% 4.4%

Stock DataNet Interest &other Income (154) (151) (142) (156) (158)
Net Income (Adjusted) 203 210 214 226 239 Average Daily Volume 535,630

%Change 16.1% 3.2% 1.9% 5.6% 6.0%
Qu~~r:.t~.r!)' Earnings E.~~I1"1?t.~~~ ..~_

2011 2012
01 0.81A a.61A

Free Cash Flow Dat'!J§.~.pl Q2 U5A 1,28A
(US$ Millions) 2010A 2011A 2012E 2013E 2014E Q3 O.05A 0.32A
Net Income from Cont Operations (GMP) 204 206 220 226 239 Q4 0.11A O.15E
Depreciation &Amortization 217 227 241 247 248
Change in Working Capital 83 (26) (H) 0 0
Deferred Taxation Charge 197 117 122 92 100
Other Adjuslments, Net 25 59 30 0 0
Capital Expenditure (543) (623) (702) (555) (480)
Free Cash Flow 184 -40 -108 10 106
%Change -55.1% NM -168.8% NM NM

Balance_She~tl)at~JS.eE)_

(US$ Millions) 2010A 2011A 2012E 2013E 2014E
Cash &Equivalents 132 131 16 66 69
Trade Receivables 273 273 217 217 217
Other Current Assets 470 606 531 531 531
Property, Plant &Equipment 4,793 5,148 5,456 5,623 5,855
Other Non-Current Assets 1,096 1,124 1,132 1,132 1,132
Total Assets 6,764 7,283 7,353 7,569 7,805

Short-Term Debt 486 209 464 489 514
Other Current Liabiliti es 680 659 647 647 647
Long-Term Debt 1,810 2,206 1,976 1,976 1,976
Other Non-Current Liabilities 1,610 1,954 1,929 2,021 2,121
TotaI Liabi lities 4,585 5,027 5,016 5,132 5,257

Total Equity 2,178 2,255 2,337 2,437 2,548
Total Equity & Liabilities 6,764 7,283 7,353 7,569 7,805

* For full definitions. of iQmethod~ measilles, sec page B.
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Exhibit 1: ATO 3Q12 earning<.:s:..;s:.;;u::.:rn.:::m::.:a~ry,---- _

Earnings SummaI)'
($ in millions, exceptbr per un~dala)

3Q12
Expected Actual Diff.

3Q11
Comments

Beat on lower than expected iaxes
Bene1itled from GRIP-related filings
Bene1itled from $1 8.2mn increase in asset 0 ptinizationmargins

NalUral Gas Dislribution 14,8 23.9 9.1
Regulated Transrrission and SlDrage 26.5 39.0 12,5
Nonregulated 11.9 21.9 9.9
Elininations 0.0 0.0 0.0
Operatin'Q'I'ncome"" ... , .·,.·..... om 53,2"",,0"84:ii ""'31.6
Misc. income (expense) 0.5 (1.9) (2.4)
Interest on LTD 35.3 34.9, (~..4:L
Eamln'gsBeforeTaxes' 18.4 47.9 29.5
Income Taxes 6.4 17.8 11.4
Earnings Before Extraordinal)' ltems1i.D 30.118.1
Exlraordinary Gain' (Loss)(net oftax) 0.0 1.0 1.0
GAAPNetEamingstoComiOOnStoGk 12.0 31.1" ,..,. , '19.1"
Adjustrrenls 0.0 (1.8) .,.,.,., ..,. (1.~L
AdjllsteclNet Income 12.0 29.3 17.3

16.8
24.3
(6.9)
0.0

in
(1.4)
35.8

, , , " ,.".

(3.2)

""",.(1D
(1.5)
0.9

, "."." ,,,.,, ,,

(0.6)
5.0
4.4

Earnings per share (GAAP)
Dnuted $0.13 $0.34 $0.21 ($0.01)

Earnings per share (Recuning)
Diluted $0.13 $0.32 $0.19 $0.05

Weighted average shares Dutstanding
Diluted 90.3 91.0 0.7 90,1

Cash dividends declared per share $0.35 $0.35 $0.00 $0.34

sou,,,,,: Company reports, BolAMl Glob'l Research ,.,.lysls
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Price objective basis 8: risk
Atmos Energy (ATO)
Our $38 PO is largely based on a targeted 14.5x 2014E EPS, which would imply
that ATO should trade at a slight discount to peers. The company offers an
attractive dividend yield and low PIE relative to peers and operates out of the TX
region which has felt less of an impact from the current macroeconomic
slowdown and has a relatively progressive regulatory environment. Growth
through 2014 should be driven by recent rate cases which should improve the
ability to earn at authorized levels, capital projects which are expected to grow
ATO's rate base, and various nonregulated pipeline and gathering projects. Risks
to PO are: sustained low gas market volatility, a materially higher gas price
environment, slack capacity utilization at its Barnett Shale natural gas pipelines
and prolonged broader economic slowdown. The latter factors could also slow
customer growth rates and contribute to cash flow pressure.

Link to Definitions
Energy
Click here for definitions of commonly used terms.

Analyst Certification
I, Gabe Moreen, hereby certify that the views expressed in this research report
accurately reflect my personal views about the SUbject securities and issuers I
also certify that no part of my compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or view expressed in this
research report.

US· Natural Gas Coverage Cluster

Investment

Access Midstream Partners LP
Mas Pipeline Partners, L.P.
Almos Energy
Buckeye Partners
Crosstex Energy, LP,
DCP Midstream
Eagle Rock Energy Partners, L.P.
Energy Trans
Enterprise L P.
EQT Midstream Partners LP
Exlerran
Genesis Energy, L.P.
Inergy L.P,
Inergy Midstream, L.P.
Kinder Morgan
Markwest Energy Partners L.P,
Oiltanking Partners LP
PlainsM
PVR Partners, L,P.
Regency Energy Partners LP
Spectra Energy
Sunoco Logistics
Targa Resources
Targa Resources Corp.
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APL
ATO
BPL
XTEX
DPM
EROe
HE
EPD
EQM
EXLP
GEL
NRGY
NRGM
KMR
MWE
GILT
PAA
PVR
RGP
SE
SXL
NGLS
TRGP

ACMP US
APLUS
ATOUS
BPLUS
XTEXUS
DPMUS
EROC US
ETEUS
EPD US
EQMUS
EXLP US
GELUS
NRGY US
NRGMUS
KMRUS
MWEUS
OILTUS
PAAUS
PVRUS
RGPUS
SEUS
SXLUS
NGLS US
TRGPUS

GabeMoreen
Derek Walker
Gabe Moreen
GabeMoreen
GabeMoreen
Gabe Moreen
GabeMoreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Cathlean King
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
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US· Natural Gas Coverage Cluster

Investment rating Company BofA Merrill Lynch ticker Bloomberg symbol Analyst
TC Pipelines LP TCP TCPUS Gabe More€n
Teekay Offshore TOO TOO US Gabe Moreen
Tesoro Logistics LP TLLP TLLPUS Cathleen King
TransMontaigne Partners LP. TLP TLPUS Gabe Moreen
Western Gas Partners, LP WES WESUS Gabe Moreen
Williams Parmer WPZ WPZUS Gabe

AGL Resources Ino. GAS US GabeMoreen
American Midstream LP AMID AMID US GabeMoreen
Copana Energy, LLC CPNO CPNO US GabeMoreen
Crosstex Energy, Inc. XTXI XTXI US GabeMoreen
Enbridge Energy EEP EEPUS Gabe Moreen
Enbridge Energy EEQ EEQUS Gabe Moreen
Energy Transler ETP ETPUS GabeMoreen
Global Partners LP GLP GLPUS Gabe Moreen
Holly Energy Par HEP HEP US Gabe Moreen
Kinder Morgan LP KMP KMPUS Gabe Moreen
Magellan Mid MMP MMPUS Gabe Moreen
PM Natural Gas Storage PNG PNGUS Gabe Moreen
Suburban Propane Partners LP. SPH SPH US Gabe Moreen

WC WCUS Gabe

AmeriGas Partners L P. APU US Gabe Moreen
Boardwalk Pipeline BWP BWPUS Gabe Moreen
Crestwood Midstream Partners LP CMLP CMLPUS Gabe Moreen
EI Paso Pipeline EPB EPBUS Gabe Moreen
Ferrellgas Partners L.P. FGP FGPUS GabeMoreen
Kayne Anderson Energy Development Co. KED KED US Gabe Moreen
Kinder Morgan, Inc. KMI KMIUS Gabe Moreen
New Jersey Resources Corporation NJR NJRUS Gabe Moreen
Northwest Natural Gas Co. NWN NWNUS Gabe Moreen
Nustar Energy LP NS NSUS Gaba Moreen
NustarGP NSH NSH US Gaba Moreen
ONEOK Partners OKS OKS US Gaba Moraen
Piedmont Natu ral Gas PNY PNYUS Gabe Moreen
Southwest Gas SWX SWXUS GabeMoreen
Spectra Energy SEP SEPUS GabaMoreen
Tortoise Capital Resources no no US GabeMoreen
WGL Holdings, Inc. WGL WGLUS Gabe Moreen
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Return On Equity
Operating Margin
Earnings Growth
Free Cash Flow

!Qmetho,r' Measures Definitions

Business Performance Numerator
Return On Capital Employed NOPAT =(EBIT + Interest Income)' (1- Tax Rate) + Goodwill

Amortization
Net Income
Operating Profit
Expected 5-Year CAGR From Latest Actual
Cash Flow From Operations - Total Capex

Denominator
Total Assets - CurrentLiabilities + ST Debt + Accumulated Goodwill
Amortization
SharehGlders' Equity
Sales
N/A
N/A

Quality of Earnings
Cash Realization Ratio
Asset Replacement Ratio
Tax Rate
Net Debt-To-Equity Ratio
Interest Cover

Cash Flow From Operations
Capex
Tax Charge
Net Debt =Total Deb~ Less Cash &Equivalents
EBIT

Net Income
Depreciation
Pre-Tax Income
TGtal Equity
Inlerest Expense

Valuation Toolkit
Price JEarnings Ratio
Price I Book Value
Dividend Yield
Free Cash Flow Yield
Enterprise Value I Sales

Current Share Price Diluted Earnings Per Share (Basis As Specified)
Current Share Price Shareholders' Equity I Current Basic Shares
Annualised Declared Cash Dividend Current Share Price
Cash Flow From Operations - Total Capex Market Cap. := Current Share Price' Current Basic Shares
EV =Current Share Price' Current Shares + Minority Equity + Net Debt + Sales
Other LT Liabi liti es

EV JEBITDA Enterprise Value Basic EBIT + Depreciation +Amortization
iQmefhudn1s thB set of BofA Merrlillynch stand~d measures tIlat serve to maintain .global consistency Uhdet three btuad headings: BuS:ness Perfonnance, QJaJity (If Earnings, and valid atfons. The key features of iOmBthad am: AconslstBhtly

structJJred; .derniled, and transpaent methodology. Guidetines to maximize 1he effectN-eness of IhB compatative valuatioh process, and to mentify some common pitfalls.

iQllatabm;e~ Is our real-time global rese<nh database that is sourced directty from our equity ahstysts' eaI1litlgs models and includes fOfecasted as WBli as historical dllla for Income statements, balance me6w, and cash flow stBtlltnetds fur

companies covere<! by BolA Menill Lyncl1.

iQprofile,IM, iQmnlwd SM ~e service milts of Merrill Lynch 0& Co., Inc.iQdalahase%'is 3 f.eg!steted serv!ce mark of r1crri1! Lynch & Co., lnc.
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ATO Price Chart

11-Feb
PO:US$29

13-Apr
PO:US$34

-----_._----_._------------

17-Ma~:B
PO:US$37

US$O , l , ..,.l··'c·····L - ..--- -' •. , .. ; ;., L -._ -- ;-.- ·'c·······································L _.. ;

ATO--

B: Buy, N: Neutral, U: UndelPerform, PO : Plice objective, NA: No longervalld, NR: No Rating

Th, InvllSbnen! Opinion Syst,m Is Clln!BInoo at the end 01 the mJl<lll under the hoading 'Fundamentll Equity Opinion Key'. DIlk grey shading Indicates !he security is reslriclod v.<1h the opinion susplll1ded. Medium grey shading Indica!BS !he

seGUrity is uhder l"oflvlew IMth tim oplhloh "Nlfudrawn. Ught grey 5hadftJg mdicates the security is not covered. Charlls ClJrTent as of July 31, 2012 or 5udllater date as indicated.

Investment Rating Distribu!i~n:...LJt~~til!~_~!.~!Jp._(as of 01 Jul 2012)________________ . _
Coverage Universe Count Percent Inv. Banking Relatlonships* Count Percent
Buy 79 47.59% Buy 51 7286%
Neutral 40 24.10% Neutral 27 75.00%
Sell 47 28.31% Sell 32 76.19%

Investment R'!.t!,rlJL~!.~!.r!.~~t!.~~.:.C:1!.~.~.~.I ..§.r.~.lJP. (as of 01 Jul 2012}________________.•_ __.._ _
Coverage Universe Count Percent Inv. Banking Relationships' Count Percent
Buy 1913 50.14% Buy 1294 73.40%
Neutral 994 26.06% Neutral 628 70.09%
Sell 908 23.80% Sell 513 60.71%
• Companies in respect of which BofA Menill Lynch or one of its affiliates hss received compensation for investment banking services within the past 12 months. For purposes of this
distribution, astock raled Underperform is included as aSell.

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating. VOLA TlLfTY RISK
RATINGS, indicators of potential price fluctuation, are: A • low, B - Medium and C- High, INVESTMENT RATlNGS reflect the analyst's assessment of a
stock's: (i) absolute total return potential and (ii) attractiveness for investment relative to other stocks within its Coverage Cluster (defined below). There
are three investment ratings: 1• Buy stocks are expected to have a total return of at least 10% and are the most attractive stocks in the coverage cluster;
2· Neutral stocks are expected to remain flat or increase in value and are less attractive than Buy rated stocks and 3- Underperform stocks are the least
attractive stocks in a coverage cluster. Analysts assign investment ratings considering, among other things, the 0-12 month total return expectation for a
stock and the firm's guidelines for ratings dispersions (shown in the table below). The current price objective for a stock should be referenced to better
understand the total return expectation at any given time. The price objective reflects the analyst's view of the potential price appreciation (depreciation).

lr1..~~~.e~!!.a!i~_g !..~~~!l!!lI.rIl_!!~P_~.c;!~!.!~n.j~thin 12-month period of da!~~f ini"~~~!~~!n.J!L.~_a.!!'!gs dispersion guidelines for coverilg!!..c;.I~~~~
Buy ? 10% ::; 70%

Neutral 2:: 0% ::; 30%
Underperform N/A 2:: 20%

• Ratings dispersions may vary from time 10 time where BofA Menill Lynch Research bslieves il better reflects !he investment prospects of slacks in aCoverage Clusler.

INCOME RATINGS, indicators of potential cash dividends, are: 7 - same/higher (diVidend considered to be secure), 8 • same/lower (dividend not considered
to be secure) and 9 - pays no cash dividend. Coverage Cluster is comprised of stocks covered by a single analyst or two or more analysts sharing a common
industry, sector, region or other c1assification(s). A stock's coverage cluster is included in the most recent BofA Merrill Lynch Comment referencing the stock.

Price charts for the securities referenced in this research report are available at htlp:l/pricecharts.ml.com. or call1-800-MERRILL to have them mailed.
MLPF&S or one of its affiliates acts as a market maker for the equity securities recommended in the report: Atmas Energy.
The company is or was, within the last 12 months, an investment banking client of MLPF&S and/or one or more of its affiliates: Atmos Energy,
MLPF&S or an affiliate has received compensation from the company for non-investment banking services or products within the past 12 months: Atmas Energy.
The company is or was, within the last 12 months, a non-securities business client of MLPF&S and/or one or more of its affiliates: Atmos Energy.
MLPF&S or an affiliate expects to receive or intends to seek compensation for investment banking services from this company or an affiliate of the company

within the next three months: Atmos Energy.
MLPF&S together with its affiliates beneficially owns one percent or more of the common stock of this company. If this report was issued on or after the 8th day

of the month, it reflects the ownership position on the last day of the previous month. Reports issued before the 8th day of a month reflect the ownership position at
the end of the second month preceding the date of the report: Atmos Energy.
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MLPF&S or one of its affiliates is willing to sell to, or buy from, clients the common equity of the company on a principal basis: Atmos Energy.
The company is or was, within the last 12 months, asecurities business client (non-investment banking) of MLPF&S and/or one or more of its affiliates: Atmos

Energy.
BofA Merrill Lynch Research personnel (including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall

profitability of Bank of America Corporation, including profits derived from investment banking revenues.

Other Important Disclosures

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have afinancial interest in securities of the issuer(s) or in related
investments,

BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http://www.ml.comlmedia/43347.pdf.
"BofA Merrill Lynch" includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") and its affiliates. Investors should contact their BofA

Merrill lynch representative or Merrill Lynch Global Wealth Management financial advisor if they have questions concerning this report.
Information relating to Non-US affiliates of BofA Merrill Lynch and Distribution of Affiliate Research Reports:
MLPF&S distributes, or may in the future distribute, research reports of the following non-US affiliates in the US (short name: legal name): Merrill Lynch

(France): Merrill Lynch Capital Markets (France) SAS; Merrill Lynch (Frankfurt): Merrill Lynch International Bank Ltd" Frankfurt Branch; Merrill Lynch (South Africa):
Merrill Lynch South Africa (Pty) Ltd,; Merrill Lynch (Milan): Merrill Lynch Intemational Bank Limited; MLI (UK): Merrill Lynch International; Merrill Lynch (Australia):
Merrill Lynch Equities (Australia) Limited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte
Ltd.; Merrill Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de Bolsa; Merrill Lynch (Argentina): Merrill
Lynch Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co., Ltd.; Merrill Lynch (Seoul): Merrill Lynch International Incorporated (Seoul Branch);
Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd.; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrill Lynch (Indonesia): PT Merrill Lynch
Indonesia; Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): Merrill Lynch CIS Limited, Moscow; Merrill Lynch (Turkey I.B,): Merrill Lynch
Yatirim Bank AS,; Merrill Lynch (Turkey Broker): Merrill Lynch Menkul Degerler A$.; Merrill Lynch (Dubai): Merrill Lynch International, Dubai Branch; MLPF&S
(Zurich rep. office): MLPF&S Incorporated Zurich representative office; Merrill Lynch (Spain): Merrill Lynch Capital Markets Espana, SAS.V.; Merrill Lynch (Brazil):
Bank of America Merrill Lynch Banco Multiplo SA

This research report has been approved for publication and is distributed in the United Kingdom to professional clients and eligible counterparties (as each is
defined in the rules of the Financial Services Authority) by Merrill Lynch International and Bane of America Securities Limited (BASL), which are authorized and
regulated by the Financial Services Authority and has been approved for publication and is distributed in the United Kingdom to retail clients (as defined in the rules
of the Financial Services Authority) by Merrill Lynch International Bank Limited, London Branch, which is authorized by the Central Bank of Ireland and is subject to
limited regulation by the Financial Services Authority - details about the extent of its regulation by the Financial Services Authority are available from it on request;
has been considered and distributed in Japan by Merrill Lynch Japan Securities Co., Ltd., a registered securities dealer under the Financial Instruments and
Exchange Act in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is regulated by the Hong Kong SFC and the Hong Kong Monetary
Authority; is issued and distributed in Taiwan by Merrill Lynch Securities (Taiwan) Ltd.; is issued and distributed in India by DSP Merrill Lynch Limited; and is issued
and distributed in Singapore by Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd. (Company Registration No.'s F
06872E and 1986028830 respectively) and Bank of America Singapore Limited (Merchant Bank), Merrill Lynch International Bank Limited (Merchant Bank) and
Merrill Lynch (Singapore) Pte Ltd. are regulated by the Monetary Authority of Singapore. Bank of America NA, Australian Branch (ARBN 064874531), AFS
License 412901 (BANA Australia) and Merrill Lynch Equities (Australia) Limited (ABN 65006276795), AFS License 235132 (MLEA) distributes this report in
Australia only to 'Wholesale' clients as defined by s.761G of the Corporations Act 2001. With the exception of BANA Australia, neither MLEA nor any of its affiliates
involved in preparing this research report is an Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the Australian Prudential
Regulation Authority. No approval is required for publication or distribution of this report in Brazil. Merrill Lynch (Dubai) is authorized and regulated by the Dubai
Financial Services Authority (DFSA). Research reports prepared and issued by Merrill Lynch (Dubai) are prepared and issued in accordance with the requirements
of the DFSA conduct of business rules,

Merrill Lynch (Frankfurt) distributes this report in Germany, Merrill Lynch (Frankfurt) is regulated by BaFin.
This research report has been prepared and issued by MLPF&S and/or one or more of its non-US affiliates. MLPF&S is the distributor of this research report in

the US and accepts full responsibility for research reports of its non-US affiliates distributed to MLPF&S clients in the US. Any US person receiving this research
report and wishing to effect any transaction in any security discussed in the report should do so through MLPF&S and not such foreign affiliates.

General Investment Related Disclosures:
This research report provides general information only, Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, to

buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g., options, futures, warrants, and contracts for
differences). This report is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation
and the particular needs of any specific person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and
implementing investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized.
Any decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the
prospectus or other offering document issued in connection with such offering, and not on this report.

Securities and other financial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit
Insurance Corporation and are not deposits or other obligations of any insured depository institution (including, Bank of America, NA). Investments in general and,
derivatives, in particular, involve numerous risks, including, among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or
derivative is suitable for all investors. In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the
value or risks related to the security or financial instrument may be difficult to obtain, Investors should note that income from such securities and other financial
instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may lose their entire
principal investment. Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change.

This report may contain a short-term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the company or the
market that is anticipated to have ashort-term price impact on the equity securities of the company. Short-term trading ideas and recommendations are different
from and do not affect astock's fundamental equity rating, which refects both a longer term total return expectation and attractiveness for investment relative to other
stocks within its Coverage Cluster. Short-term trading ideas and recommendations may be more or less positive than a stock's fundamental equity rating,

BofA Merrill Lynch is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to "short' securities or other
financial instruments and that such action may be limited by regulations prohibiting or restricting 'shortselling" in many jurisdictions. Investors are urged to seek
advice regarding the applicability of such regulations prior to executing any short idea contained in this report.

8

CR



BankofAmerica....
Merrill Lynch

29 August 2012

AIm os Energy

CASE NO. 2013-00148
ATTACHMENT 1

TO OAG DR NO. 1-183

Foreign etJrrency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in
such securities and instruments, including ADRs, effectively assume currency risk.

UK Readers: The protections provided by the U. K. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated
by BofA Merrill Lynch entities located outside of the United Kingdom. BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at
http://www.ml.com/media/43347.pdf.

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have afinancial interest in securities of the issuer(s) or in related
investments.

MLPF&S or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. MLPF&S or
one of its affiliates may, at any time, hold atrading position (long or short) in the securities and fmancial instruments discussed in this report.

BofA Merrill Lynch, through business units other than BofA Merrill Lynch Global Research, may have issued and may in the future issue trading ideas or
recommendations that are inconsistent with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect
the differerlt time frames, assumptions, views and analytical methods of the persons who prepared them, and BofA Merrill Lynch is under no obligation to ensure that
such other trading ideas or recommendations are brought to the attention of any recipient of this report

In the event that the recipient received this report pursuant to a contract between the recipient and MLPF&Sfor the provision of research services for aseparate
fee, and in connection therewith MLPF&S may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom
MLPF&S has contracted directly and does not extend beyond the delivery of this report (unless otherwise agreed specifically in writing by MLPF&S). MLPF&S is and
continues to act solely as abroker-dealer in connection with the execution of any transactions, including transactions in any securities mentioned in this report.

Copyright and General Information regarding Research Reports:
Copyright 2012 Merrill Lynch, Pierce, Fenner &Smith Incorporated. All rights reserved. iQmethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks

of Merrill Lynch & Co., Inc. iQanalytics®, iQcustom®, iQdatabase® are registered service marks of Merrill Lynch & Co., Inc. This research report is prepared for the
use of BofA Merrill Lynch clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written
consent of BofA Merrill Lynch. BofA Merrill Lynch Global Research reports are distributed simultaneously to internal and client websites and other portals by BofA
Merrill Lynch and are not publicly-available materials. Any unauthorized use or disclosure is prohibited. Receipt and review of this research report constitutes your
agreement not to redistribute, retransmi~ or disclose to others the contents, opinions, conclusion, or information contained in this report (inclUding any investment
recommendations, estimates or price targets) without first obtaining expressed permission from an authorized officer of BofA Merrill Lynch.

Materials prepared by BofA Merrill Lynch Global Research personnel are based on public information. Facts and views presented in this material have not been
reviewed by, and may not reflect information known to, professionals in other business areas of BofA Merrill Lynch, including investment banking personnel. BofA
Merrill Lynch has established information barriers between BofA Merrill Lynch Global Research and certain business groups. As a result, BofA Merrill Lynch does not
disclose certain client relationships with, or compensation received from, such companies in research reports. To the extent this report discusses any legal
proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal
advisers as to issues of law relating to the subject matter of this report. BofA Merrill Lynch Global Research personnel's knowledge of legal proceedings in which any
BofA Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involVing companies
mentioned in this report is based on public information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by,
discussed with, and may not reflect information known to, professionals in other business areas of BofA Merrill Lynch in connection with the legal proceedings or
matters relevant to such proceedings.

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as
agent of any issuer of any securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or
warranty on behalf of the issue~s). BofA Merrill Lynch Global Research policy prohibits research personnel from disclosing a recommenda~on, investment rating, or
investment thesis for review by an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax
advice. Investors are urged to seek tax advice based on their particular circumstances from an independent tax professional.

The information herein (other t1han disclosure information relating to BofA Merrill Lynch and its affiliates) was obtained from various sources and we do not
guarantee its accuracy. This report may contain links to third-party websites. BofA Merrill Lynch is not responsible for the content of any third-party website or any
linked content contained in athird-party website. Content contained on such third-party websites is not part of this report and is not incorporated by reference into
this report. The inclusion of a link in this report does not imply any endorsement by or any affiliation with BofA Merrill Lynch. Access to any third-party website is at
your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information to them. BofA Merrill
Lynch is not responsible for such terms and privacy policies and expressly disclaims any liability for them.

Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and BofA Merrill Lynch policy­
related restrictions on the publication of research reports, fundamental equity reports are produced on a regular basis as necessary to keep the investment
recommendation current.

Certain outstanding reports may contain discussions and/or investment opinions relating to securities, financial instruments and/or issuers that are no longer
current. Always refer to the most recent research report relating to a company or issuer prior to making an investment decision.

In some cases, acompany or issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any
investment opinion relating to such company or issuer (or its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses
and investment opinion(s) pertaining to such issuer (or its securities and/orfinancial instruments) nor should the analyses or opinion(s) be considered asolicitation of
any kind. Sales persons and financial advisors affiliated with MLPF&S or any of its affiliates may not solicit purchases of securities or financial instruments that are
Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies.

Neither BofA Merrill Lynch nor any officer or employee of BofA Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or
losses arising from any use of this report or its contents.
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II Upgrade to Buy as discount undeserved; boost PO to $37
We upgrade ATO to Buy (from Neutral) and boost our PO to $37 (from $34). We
see ATO's plan to grow its rate base at a peer-leading CAGR of 8-8.5% over the
next few years (versus a peer average growth rate of 5-6%) as auguring for a re­
rating of ATO among its gas utility peers. Over the past few years, ATO has
traded at a significant discount to its peers driven by ATO's acquisitive history and
underearning at its largest Distribution segment. However, given forecasted rate
base growth, a strong balance sheet, a more progressive regulatory regime, and
management's posture of remaining conservative with prospective acquisitions,
we see ATO's current discount valuation to peers as unjustified.

Acquisitive days behind ATO, in our view
We see ATO's forecast for an 8-8.5% rate base CAGR through 2016 as
compelling compared to a peer average growth rate of around 5-6%. Much of
ATO's plans for rate base growth revolve around pipeline replacement plans at its
Distribution segment and pipeline expansion projects around its Atmos-Pipeline
Texas. We see ATO's balance sheet as in relatively good shape and do not
foresee near-term equity needs. In addition, we think earnings at ATO's
Nonregulated segment (Atmos Energy Marketing) are likely near a trough, and
see potential upside in 2H12 stemming from storage optimization opportunities.
Regardless, AEM's contribution to overall earnings is less than 10% of ATO's
overall earnings mix and we think investors no longer should overly penalize ATO
for AEM's results (or lack thereof).

III Stock Data
Price
Price Objective
Date Estab lished
Investment Opinion
Volatility Risk
52-Week Range
Mrkt Vall Shares Out (mn)
BofAML Ticker 1Exchange
Bloomberg 1Reuters
ROE (2012E)
Total Dbt to Cap (Mar-2012A)
Est. 5-Yr EPS lOPS Growth

US$32,85
US$37.00

17-May-2012
A-1-7
LOW

US$28.51-35.55
US$2,957 190,0

ATOINYS
ATOUSIATO.N

8.9%
50.2%

6.0%11.5%

l1li ,~l!l.C::~.~~.9l!.S. .. __ "., .
(US$) Previous Current
Inv, Opinion A·2-7 A-1-7
[nv, Rating NEUTRAL BUY
Prce Obi. 34,00 37,00

2014E
2,65
2.65

6.0%
2,55
1.42

2013E
2,50
2.50

8.7%
2.48
1.40

2012E
2.30
2.36

-0.4%
2.30
1.381.36

2011A
2.31
2.27

5.0%

1.34

201M
2.20
2.20

15_8%

Boost PO to $37 (from $34); maintain EPS estimates
We raise our PO to $37 (from $34) based on a PIE multiple of 14x (up from 13x)

~ our 2014E EPS of $2.65, We note our 14x PIE multiple is slightly below the
~i average PIE multiple for ATO's LDC peers. We maintain our current EPS
~ estimates with our constructive earnings forecast primarily driven by rate base
~ growth at ATO's Distribution and Regulated Transmission and Storage segments.

! II Estimates (Sep)

(US$)
EPS
GAAPEPS
EPS Change (YoY)
Consensus EPS (Bloomberg)
DPS

2014E
12,4x
12,4x
4.3%
9.3x

3.9%

2013E
13,1x
13.1x
4.3%
9_6x

3.2%

2012E
14.3x
13.9x
4,2%
10Ax
-6,0%

2011A
14.2x
14.5x
4,1%
10.9)(
-1.4%

PIE
GAAPPIE
Dividend Yield
EV / EBITDA*
Free Cash Flow Yield'

y'!~~!t!_[).n._J~_l!pL .._._._._._._.._. ._.._..._.. _._._.__.__. _
201M

14.9x
14,9x
41%
10,7x
6,2%

.. For fuTi definitions of iQmetlmd'w measures, se.e page 6.

BofA Merrill Lynch does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm
may have a conflict of interest that could affect the objectiVity of this report. Investors should consider this report as only a single factor in making their
investment decision.
Refer to important disclosures on page 7 to 9. Analyst Certification on Page 5. Price Objective Basis/Risk on page 5. Link to Definitions on page 5. 111611367
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iQprojile SM Atmos Energy
II iQmethod"'- Bus Performance' Company Descripti2"

(US$ Millions) 2010A 2011A 2012E 2013E 2014E Atmos Energy Corporation (ATO) is a natural gas
Rerum on Capital Employed 5,1% 4.4% 4.4% 4.7% 4.7% transmission and distribution company
Rerum on Equily 9,3% 9.3% 8.9% 9.3% 9.4% headquartered in Dallas, Texas, Operations are
Operating Margin 10.2% 10.2% 12.5% 13.3% 12.5% divided between three segments: Natural Gas
Free Cash Flow 184 (40) (178) 94 115 Distribution, Regulated Transmission & Storage,

and Nonregulated. The Distribution segment

II i..Qmethod .", - Quality of Earnings'
distributes gas to 3,2mn customers in 12 states
located in the South, Southeast and Midwest

(US$ Millions) 2010A 2011A 2012E 2013E 2014E
Cash Realization Ratio 3.6x 2.8x 2.6x 2.5x 2.4x Investment Thesis
Asset Replacement Ratio 2.5x 2.7x 2.9x 1.9x 1.9x ATOs plan to grow its rate base at a peer-leading
Tax Rate 38,5% 36.4% 38,2% 38.3% 38.3%
Net Debt-to-Equity Ratio 99,3% 101,2% 112.3% 109.0% 104.8%

CAGR over the next few years augurs for a re-

Interest Cover 3.2x 2.9x 3,3x 3,1x 3.2x rerating of ATO among its gas utility peers, in our
view. We see ATOs current valuation discount to
peers as undeserved considering forecasted rate

Income Statement Data (Sep)
base growth, a strong balance sheet, more
progressive regulatory regime, and management

(US$ Millions) 2010A 2011A 2012E 2013E 2014E posture of remaining conservative with prospective
Sales 4,790 4,348 3,864 4,017 4,468 acquisitions.
%Change -3.6% -9.2% -11.1% 4.0% 11.2%

Gross Profit 1,365 1,327 1,379 1,455 1,494
%Change i.4% -2.8% 3.9% 5.5% 2.7%

EBITDA 706 690 724 783 807
%Change 6.8% -2.2% 4.9% 8.1% 3.1% Stock Data

.u.u.u~.u.u._~~.u~ __
Net Interesl & Other Income (154) (151) (145) (170) (172) Average Daily Volume 482,746
Net Income (Adjusted) 203 210 208 225 239
%Change 16.1% 3.2% -0.8% 8.3% 6.1% Quarterly Earnings Estimates

2011 2012
Q1 0,81A 0,61A

f.,!~.~~~£.~~~_g.~!~J.§.~eL __.___.____ Q2 U5A 1.28A
03 0,05A 0,13E

rUSs Millions) 2010A 2011A 2012E 2013E 2014E
04 0.11A NA

Net Income from Cant Operabons (GAAP) 204 206 213 225 239
Depreciation & Amortizati on 217 227 242 247 248
Change in WorkingCapital 83 (26) (52) 0 0
Deferred Taxation Charge 197 117 115 82 88
Other Adjustments, Net 25 59 15 0 0
Capital Expendiwre (543) (623) (711) (460) (460)
Free Cash Flow 184 -40 -178 94 115
%Change -55.1% NM -344.8% NM 21.4%

!:l~I~~~~§h_e~.t.g~!.aj~~~L. ____ -----_.__._ .._._~~~,~.~._. __.-
~~~~~~~~~-

(US$ Millions) 2010A 2011A 2012E 2013E 2014E
Cash & Equivalents 132 131 32 25 37
Trade Receivables 273 273 350 350 350
Other Current Assets 470 606 497 497 497
Property, Plant &Equipment 4,793 5,148 5,612 5,824 6,037
Other Non-Current Assets 1,096 1,124 1,141 1,141 1,141
Total Assets 6,764 7,283 7,631 7,838 8,062

ShorHerm Debt 486 209 449 474 499
Other Current LiabiIities 680 659 684 684 684
Long-Term Debt 1,810 2,206 2,206 2,206 2,206
Olher Non-Current LiabiIibes 1,610 1,954 1,956 2,038 2,126
Total Liabilities 4,585 5,027 5,296 5,402 5,516

TDial Equity 2,178 2,255 2,336 2,435 2,546
Total Equity & Liabilities 6,764 7,283 7,631 7,838 8,062

.. For fuU definitions of iQmethodJU meaS\JlSS, sea page 6.
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We view ATO's recently announced sale of
some of its non-core natural gas
distribution assets as demonstrative of
ATO's revamped strategy.

We see ATO's balance sheet as well­
positioned to handle anticipated spending
on rate base growth.

ATO expects less than twelve months
recovery on approximately 90% of its
FY2012 regulated capex spending.

Although ATO's Nonregulated segment
results have been depressed, we note this
segment is forecasted to make up less
than 10% of ATO's 2012 net income.
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Acquisitive days behind ATO, in our view
One of the historical drivers behind ATO's discount valuation to peers has been
its traditionally acquisitive nature However, ATO's current management team has
disavowed M&A and instead plans to focus on internally funded rate base growth.
We also view ATO's recently announced sale of its natural gas distribution assets
located in Missouri, Illinois, and Iowa to an affiliate of Algonquin Power & Utilities
Corp. for $124mn as demonstrative of ATO's revamped strategy. We view the
sale as simplifying ATO's investment story given the assets are relatively non­
core, a small part of ATO's natural gas distribution asset portfolio and serve to
narrow ATO's regUlatory focus by operating in fewer states.

Balance sheet in good shape; no near-term equity needs
We see ATO's balance sheet as well-positioned to handle anticipated spending
on rate base growth and do not forecast near-term equity needs. ATO has an
investment grade rated balance sheet (Baa1/BBB+ rating from Moody's/S&P) and
received rating upgrades from a couple credit rating agencies in 2011. That said,
we see the potential for ATO to need to raise equity in the latter part of 2013,
although we would expect any equity raises to fund rate base growth.

Progressive regulatory regime should reduce recovery lag
ATO's relatively progressive regulatory regime should reduce the lag in rate
recovery from planned capital spending. ATD expects less than twelve months
recovery on approximately 90% of its estimated -$700mn in FY2012 regulated
capex spending. Regulatory mechanisms like the GRIP mechanism in TX and the
Enhanced Infrastructure Replacement rules should help reduce regulatory lag.

Nonregulated relatively small and has likely troughed
Although ATO's Nonregulated segment (Atmos Energy Marketing) results have
been depressed due to low natural gas prices, basis differentials, and volatility,
we note this segment is forecasted to make up less than 10% of ATO's 2012 net
income (compared to around 20-30% of net income in 2006-2008). Given current
market conditions, we think it is likely that Nonregulated results are near a trough.
We see the potential for modest upside at the segment in 2H12 stemming from
storage optimization opportunities_
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BofAML Current Dividend Market Value EPS !'~~ ..__ EVIEBITDA !.l?,~~~~~.u.,~_._

Ticker Name Rat" _J':I'.n_s) 2011 ;t012E ;t013E 2014E 2011 2012E 2013E 2014E 2011 2012E 2013E 2014E 1·YR 3·YR 5·YR
fAro -M:::~~~~~==~ __'. 2;..-.943.._.2.312.30 2.50 :i.6S'14.214.3·...•.1._3..,1. -' 12.4.7.6 7.:\6:76;5-6...1 -..5.-=,.3j'8:6]~------~-------,,~~ - - .- .- ---- --~

TEG Integrys Energy Group Inc. N/A 53.75 5.1 4,185 3.44 3.64 3.64 3.83 15.6 148 14.8 14.0 9.5 8.1 7.5 N/A 5.1 134.1 22.6
LgL... ~~~~o\lfJlr1C,.-.--.-··.· - -', NIA ._38;80·;4,3. ll72 •. ·2.66.2.66. 2.7f·.2.75 14,~J4,~.13.9.1A1-.f'7.7 7:JHiiAJtb41.5· 51,.9

NFG Na~onal Fuel Gas Co. NlA 43.97 3.2 3,678 2.41 2.41 2.63 2.81 18.2 18.2 16.7 15.6 6.7 7.1 6.2 5.7 (35.8) 55.4 9.8
'. N.Ji'{:·· New Jeisey ReSO)lrce1? Corp .A-'J-( ·43:~0. . 3;5. . 1,81.3 :~,5Ii .2;70IsQ .2,91l17A~lj,31U15,1.1~,912A .12i· 11,9" 0.0,. 55.040.3

GAS AGL Resources Inc A-2-7 37.64 4.9 4,447 2.92 2.80 3.05 3.15 12.9 13.9 12.4 11.9 13.2 7.7 7.2 N/A (4.5) 48.4 12.2
..•• NI'Nisource Inc. ..........NiA.2.~.Q3 .ta .7,12:3'. ·t3~ 1.~ :1.53 '1.6218,51'7.4 .: .16A. .•.:1M.1~J 9.~ •·•.~.f···8.o· 28.4175,932.6

NWN Northwest Natural Gas Co. A-2-7 45.93 2.55 2.55 2.66 18.0 17.3 16.7 9.0 9.0 3.7 23.9 6.9

83 80 7.4 7.1
15.1 14.5 9.3 6.5 7.9 7.4

1,988 2.25 2.45 2.50 2.60A-3-7 38.48 4.1
3.9

WGL WGL Holdings Inc.
Average:

PNY Piedmont Natural Gas Co. B-3-7 29.83 4.0 2.130 1.57 1.58 1.90 19.0 18.9 16.6 15.7 9.6 9.7 8.4 7.9 (2;1)500 35.0
SRt:! .;Sllrnprll EntlrgY ...•.·.• ·••·.·M-7· .63.92 .. ),'1' .·:·.···1~J484i " "4.47' 4;16 4.27 4.6f 14:3 '15.4- '.15:0 13.7. 8..~...J.O. ... 8,2 7.7 21.1. 60.5 19.7 •
SJI South Jerstly Industries Inc. N/A 47.65 3.4 1,437 3.10 3.36 3.36 N/A 15.4 14.2 14.2 N/A 11.8 10.6 10.1 N/A (12.7) 50.9 42.2

$WX StlulliweslGas <:;o!)l .•••. ·.· •... A~3-t 42,36 .2.£ . J.956<.: 2.432"T[ 2.93.' 3]0 lH.'15.3 JH .'.13.7 7.t l;ik .6.11 ~.6. '. 8.2 '144.11.-29;0 •
UGI UGI 29.1 1 3.7 1.82 2.52 2.59 16.0 7.3 6.7 4.7 4.6

Sourca: FadSe, Bloomberg, and BolA Merrill Lynch Global Research estimates

'ilIA IndlcslBs ticker Is CUlrenlly under ,.,Iew; ,II estimates lor the'" tickers ... based on FactSe! and R"tc,1I

Pricas as olthe ,low 1~ M,y 2011
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Price objective basis ft risk
Atmos Energy (ATO)
Our $37 PO is largely based on a targeted 14x 2014E EPS, which would imply
that ATO should trade at a slight discount to peers. The company offers an

attractive dividend yield and low PIE relative to peers and operates out of the TX
region which has felt less of an impact from the current macroeconomic
slowdown and has a relatively progressive regulatory environment. Growth
through 2014 should be driven by recent rate cases which should improve the
ability to earn at authorized levels, capital projects which are expected to grow
ATO's rate base, and various nonregulated pipeline and gathering projects. Risks
to PO are: sustained low gas market volatility, a materially higher gas price
environment, slack capacity utilization at its Barnett Shale natural gas pipelines
and prolonged broader economic slowdown. The latter factors could also slow
customer growth rates and contribute to cash flow pressurR

Link to Definitions
Energy
Click here for definitions of commonly used terms.

Analyst Certification
I, Gabe Moreen, hereby certify that the views expressed in this research report
accurately reflect my personal views about the SUbject securities and issuers. I
also certify that no part of my compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or view expressed in this

research report.

,~~,!'l.~t.l!~<I!~~~~l!I'ajl~gu_stl!l'_~~__.,~~,
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Return On Equity
Operating Margin
Earnings Growth
Free Cash Flow

{Qmethod:l\f Measures Definitions

Business Performance Numerator
Return On Capital Employed NOPAT =(EBIT + Interest Income) * (1- Tax Rate) + Goodwill

Amortization
Net Income
Operating Profit
Expected 5-Year CAGR From Latest Actual
Cash Flow From Operations - Total Capex

Denominator
Total Assets - Current Liabilities + ST Debt + Accumulated Goodwill
Amortization
Shareholders' Equity
Sales
NJA
NIA

Quality of Earnings
Cash Realization Ratio
Asset Replacement Ratio
Tax Rate
Net Debt-Ta-Equity Ratio
Interest Cover

Cash Flow From Operations
Capax
Tax Charge
Net Debt =Tatal Deb~ Less Cash& Equivaients
EBIT

Net Income
Depreciation
Pre-Tax Income
Total Equity
Interest Expense

Valuation Toolkit
Price I Earnings Ratio
Price I Book Value
Dividend Yield
Free Cash Flow Yield
Enterprise Value I Sales

Current Share Price Diluted Earnings Per Share (Basis As Specified)
Current Share Price Shareholders' Equity I Current Basic Shares
Annualised Declared Cash Dividend Current Share Price
Cash Flow From Operations - Total Capex Market Cap. =Current Share Price' Current Basic Shares
EV = Current Share Price' Current Shares + Minority Equity + Net Debt + Sales
Other LT Liabilities

EV! EBITDA Enterprise Value Basic EBIT + Depreciation + Amortization
iQmctiwd9.~s the set of BofA Meltill lynch st.sh.datd tncasutes that serve to tnilintain global consis1ency under fhr&fl broad hoadlngs:: Buslness Perlormance, Quaity Df Earnings, and validations. The key fe3httes of IQrnethod afe: A cohsistently

structwed, detailed, i111d ttahSpitetlt methDdology. Guidelines to maxi!l1ize the effecti\leness of the compar.ative 'Jaluation process, and to kientify some common p1tfaHs.

lQllatahme v is our tl:aJ-.titne gloha! research database that is sourced directly from our equity anat,rsts' earning smodels and lndudes forecasted as 'M:II as historical data for income statements, balance shoots, and cash flow stcrlemetlts for

C{)lTIpallies covered by SofA Meitill LVtlch.

iQprofil{~E.\I, jQmelhod~r ate service mtrts {)( Menill Lynch & Co., ~nc.iQdataba'je®js a regimered sffiVlce mark of Mmill Lynch & Co., inc.
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Important Disclosures

ATO Price Chart

P~~~~6
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B: Buy, N: Neutral, U: UnderperfOlm, PO: Price objective, NA: No longer valid. NR No Rating

The Investment Opinion System is contafned at the eM of the report uhder the heading "Fufldament3l Equity Opinion Key". DfYk grey 5hading indicates 1tle security ~& restricted with 1he opihion suspended. Me<Hum grey shading Indicates the

sel:U1il't is under ,e,iew MIh the OfJinion Mlhdrawn. Ught gr'y .<11;;<1"9 indi.ate, 111. securtly is nol covered. Ch:rt Is current as of April 30, 2V12 or such later dalo a. indi.ated.

Percent
76.19%
81.40%
74.51%

Count
48
35
38

Invest!l1.ent.~.!!tlJl Distribution: Utilities Group (as.()!_0~~~p!.=-2::...01:.::2:L) _
Coverage Universe Count Percent Inv. Banking Relationships*
Buy 72 40.g1 % Buy
Neutral 47 26.70% Neutral
Sell 57 32.3g% Sell

!'!Y~~!!fI~tl!g~~!!g Distribution: Global GroIJE..(ii.~..~tQ1.~pr 2012) __..........._.......
Coverage Universe Count Percent lnv. Banking Relationships* Count Percent
Buy 1881 49.24% Buy 1265 73.38%
Neutral gg2 25.g7% Neutral 641 70.75%
Sell 947 24.79% Sell 548 62.27%
• Companies in respect of which BofA Merrill Lyncl1 or one of its affiliales has received compensation forinvestmenl banking services within tlle past 12 months. For purposes of this
distribution, astock rated Underperform is included as aSell.

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating. VOLA TIL/TY RISK
RATlNGS, indicators of potential price fluctuation, are: A· Low, B • Medium and C- High. INVESTMENT RATINGS reflect the analyst's assessment of a
stock's: (i) absolute total return potential and (ii) attractiveness for investment relative to other stocks within its Coverage Cluster (defined below). There
are three investment ratings: 1• Buy stocks are expected to have atotal return of at least 10% and are the most attractive stocks in the coverage cluster;
2 - Neutral stocks are expected to remain flat or increase in value and are less attractive than Buy rated stocks and 3· Underperform stocks are the least
attractive stocks in a coverage cluster. Analysts assign investment ratings considering, among other things, the 0-12 month total return expectation for a
stock and the firm's guidelines for ratings dispersions (shown in the table beloW). The current price objective for a stock should be referenced to better
understand the total return expectation at any given time. The price objective reflects the analyst's view of the potential price appreciation (depreciation).

!!:,y.!:,~~~~~nt rating Total return expectatio_~.l~!~i!:,_12-month period of ~~t~e...l?f_~'!!.t~~1 rating) Ratings dispersi.l?~_9!Jidelines for coverage~.c::~.':l,!;.t(l.r::..-

Buy <- 10% S 70%
Neutral <- 0% S 30%

Underperform N/A <- 20%
• Ratings dispersions may vary from time to time where BofA Merrill Lyncl1 Research believes it better reflects the investmenl prospects of stocks in aCoverage Cluster.

INCOME RAT/NGS, indicators of potential cash dividends, are: 7 - same/higher (diVidend considered to be secure), B• same/lower (dividend not considered
to be secure) and 9 - pays no cash dividend. Coverage Cluster is comprised of stocks covered by a single analyst or two or more analysts sharing a common
industry, sector, region or other classification(s). A stock's coverage cluster is included in the most recent BofA Merrill Lynch Comment referencing the stock.

Price charts for the securities referenced in this research report are available at htlp://pricecharts.ml.com, or call1-800-MERRILL to have them mailed.
MLPF&S or one of its affiliates acts as a market maker for the equity securities recommended in the report: Atmos Energy.
The company is or was, within the last 12 months, an investment banking client of MLPF&S and/or one or more of its affiliates: Atmos Energy.
MLPF&S or an affiliate has received compensation from the company for non-investment banking services or products within the past 12 months: Atmos Energy.
The company is or was, within the last 12 months, a non-securities business client of MLPF&S and/or one or more of its affiliates: Atmos Energy.
MLPF&S or an affiliate expects to receive or intends to seek compensation for investment banking services from this company or an affiliate of the company

within the next three months: Atmos Energy.
MLPF&S together with its affiliates beneficially owns one percent or more of the common stock of this company. If this report was issued on or after the 8th day

of the month, it reflects the ownership position on the last day of the previous month. Reports issued before the 8th day of a month reflect the ownership position at
the end of the second month preceding the date of the report: Atmos Energy.
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MLPF&S or Orle of its affiliates is willing to sell to, or buy from, clients the common equity of the company on a principal basis: Almos Energy,
The company is or was, within the last 12 months, a securities business client (non-investment banking) of MLPF&S and/or one or more of its affiliates: Atmos

Energy.
BofA Merrill Lynch Research personnel (includirlg the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall

profitability of Barlk of America Corporation, includirlg profits derived from investment banking revenues.

Other Important Disclosures

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have afinarlcial interest in securities of the issuer(s) or in related
investments.

BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http://www.ml.comlmedia/43347.pdf.
"BofA Merrill Lynch" includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") and its affiliates. Investors should contact their BofA

Merrill Lynch representative or Merrill Lynch Global Wealth Management financial advisor if they have questions concerning this report.
Information relating to Non-US affiliates of BofA Merrill Lynch and Distribution of Affiliate Research Reports:
MLPF&S distributes, or may in the future distribute, research reports of the following non-US affiliates irl the US (short name: legal rlame): Merrill Lynch

(France): Merrill Lynch Capital Markets (France) SAS; Merrill Lynch (Frankfurt): Merrill Lynch Irlternational Bank Ltd" Frarlkfurt Branch; Merrill Lynch (South Africa):
Merrill Lynch South Africa (Pty) Ltd.; Merrill Lynch (Milan): Merrill Lynch International Bank Limited; MLI (UK): Merrill Lynch International; Merrill Lyrlch (Australia):
Merrill Lynch Equities (Australia) Limited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch (Singapore): Merrill Lynch (Sirlgapore) Pte
Ltd.; Merrill Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de Balsa; Merrill Lynch (Argentirla): Merrill
Lynch Argerltina SA Merrill Lynch (Japan): Merrill Lynch Japan Securities Co., Ltd.; Merrill Lyrlch (Seoul): Merrill Lynch International Incorporated (Seoul Branch);
Merrill Lyrlch (Taiwarl): Merrill Lyrlch Securities (Taiwan) Ltd,; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrill Lynch (Indonesia): PT Merrill Lynch
Indonesia; Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): Merrill Lynch CIS Limited, Moscow; Merrill Lynch (Turkey I.B.): Merrill Lynch
Yatirim Bank AS.; Merrill Lynch (Turkey Broker): Merrill Lynch Menkul Degerler A$.; Merrill Lynch (Dubai): Merrill Lynch International, Dubai Branch; MLPF&S
(Zurich rep, office): MLPF&S Incorporated Zurich representative office; Merrill Lynch (Spairl): Merrill Lynch Capital Markets Esparla, SAS.V.; Merrill Lynch (Brazil):
Bank of America Merrill Lynch Banco Multiplo SA

This research report has been approved for publication and is distributed in the United Kingdom to professional clients and eligible counterparties (as each is
defined in the rules of the Financial Services Authority) by Merrill Lynch International and Banc of America Securities Limited (BASL), which are authorized and
regulated by the Financial Services Authority and has been approved for publication and is distributed in the United Kirlgdom to retail clients (as defined in the rules
of the Financial Services Authority) by Merrill Lynch Intemational Bank Limited, London Branch, which is authorized by the Central Bank of Ireland and is subject to
limited regulation by the Financial Services Authority - details about the extent of its regulation by the Financial Services Authority are available from it on request;
has been considered and distributed in Japan by Merrill Lynch Japan Securities Co., Ltd" a registered securities dealer under the Financial Instruments and
Exchange Act in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is regulated by the Hong Kong SFC and the Hong Kong Monetary
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preparing this research report is an Authorised Deposit-Taking Institution under the Banking Act 1959 nor regulated by the Australian Prudential Regulation
Authority. No approval is required for publication or distribution of this report in Brazil. Merrill Lynch (Dubai) is authorized and regulated by the Dubai Financial
Services Authority (DFSA), Research reports prepared and issued by Merrill Lynch (Dubai) are prepared and issued in accordance with the requirements of the
DFSA conduct of business rules.

Merrill Lynch (Frarlkfurt) distributes this report in Germany, Merrill Lynch (Frankfurt) is regulated by BaFin.
This research report has been prepared and issued by MLPF&S and/or Orle or more of its non-US affiliates, MLPF&S is the distributor of this research report in

the US and accepts full responsibility for research reports of its non-US affiliates distributed to MLPF&S clients in the US. Any US person receiving this research
report and wishing to effect any transaction in any security discussed in the report should do so through MLPF&S and not such foreign affiliates,

General Investment Related Disclosures:
This research report provides general information only, Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, to

buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e,g" options, futures, warrants, and contracts for
differences), This report is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situatiOri
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Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in
such securities and instruments, including ADRs, effectively assume currency risk.

UK Readers: The protections provided by the U.K. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated
by BofA Merrill Lynch entities located outside of the United Kingdom. BofA Merrill Lynch Global Research policies relating to confiicts of interest are described at
http://www.ml.com/media/43347.pdf.

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have afinancial interest in securities of the issuer(s) or in related
investrrents.

MLPF&S or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. MLPF&S or
one of its affiliates may, at any time, hold atrading position (long or short) in the securities and financial instruments discussed in this report

BofA Merrill Lynch, through business units other than BofA Merrill Lynch Global Research, may have issued and may in the future issue trading ideas or
recommendations that are inconsistent with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect
the different time frames, assumptions, views and analytical methods of the persons who prepared them, and BofA Merrill Lynch is under no obligation to ensure that
such other trading ideas or recommendations are brought to the attention of any recipient of this report,

In the event that the recipient received this report pursuant to a contract between the recipient and MLPF&S for the provision of research services for a separate
fee, and in connection therewith MLPF&S may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom
MLPF&S has contracted directly and does not extend beyond the delivery of this report (unless otherwise agreed specifically in writing by MLPF&S). MLPF&S is and
continues to act solely as abroker-dealer in connection with the execution of any transactions, including transactions in any securities mentioned in this report.

Copyright and General Information regarding Research Reports:
Copyright 2012 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved, iQmethod, iQmethod 2,0, iQprofile, iQtoolkit, iQworks are service marks

of Merrill Lynch & Co., Inc. iQanalytics®, iQcustom®, iQdatabase® are registered service marks of Merrill Lynch &Co., Inc, This research report is prepared for the
use of BofA Merrill Lynch clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written
consent of BofA Merrill Lynch. BofA Merrill Lynch Global Research reports are distributed simultaneously to internal and client websites and other portals by BofA
Merrill Lynch and are not publicly-available materials. Any unauthorized use or disclosure is prohibited. Receipt and review of this research report constitutes your
agreement not to redistribute, retransmit or disclose to others the contents, opinions, conclusion, or information contained in this report (including any investment
recommendations, estimates or price targets) without first obtaining expressed permission from an authorized officer of BofA Merrill Lynch,

Materials prepared by BofA Merrill Lynch Global Research personnel are based on public infomnation. Facts and views presented in this material have not been
reviewed by, and may not reflect information known to, professionals in other business areas of BofA Merrill Lynch, including investment banking personnel. BofA
Merrill Lynch has established information barriers between BofA Merrill Lynch Global Research and certain business groups. As a result, BofA Merrill Lynch does not
disclose certain client relationships with, or compensation received from, such companies in research reports. To the extent this report discusses any legal
proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal
advisers as to issues of law relating to the subject matter of this report, BofA Merrill Lynch Global Research personnel's knowledge of legal proceedings in which any
BofA Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving companies
mentioned in this report is based on public information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by,
discussed with, and may not reflect information known to, professionals in other business areas of BofA Merrill Lynch in connection with the legal proceedings or
matters relevant to such proceedings.

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as
agent of any issuer of any securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or
warranty on behalf of the issuer(s). BofA Merrill Lynch Global Research policy prohibits research personnel from disclosing a recommendation, investment rating, or
investment thesis for review by an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax
advice. Investors are urged to seek tax advice based on their particular circumstances from an independent tax professional.

The information herein (other than disclosure information relating to BofA Merrill Lynch and its affiliates) was obtained from various sources and we do not
guarantee its accuracy. This report may contain links to third-party websites. BofA Merrill Lynch is not responsible for the content of any third-party website or any
linked content contained in a third-party website. Content contained on such third-party websites is not part of this report and is not incorporated by reference into
this report. The inclusion of a link in this report does not imply any endorsement by or any affiliation with BofA Merrill Lynch. Access to any third-party website is at
your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information to them. BofA Merrill
Lynch is not responsible for such terms and privacy policies and expressly disclaims any liability for them.

Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and BofA Merrill Lynch policy­
related restrictions on the publication of research reports, fundamental equity reports are produced on a regular basis as necessary to keep the investment
recommendation current.

Certain outstanding reports may contain discussions and/or investment opinions relating to securities, financial instruments and/or issuers that are no longer
current Always refer to the most recent research report relating to a company or issuer prior to making an investment decision.

In some cases, a company or issuer may be classified as Restricted or may be Under Review or Extended Review, In each case, investors should consider any
investment opinion relating to such company or issuer (or its security andlorfinancial instruments) to be suspended or withdrawn and should not rely on the analyses
and investment opinion(s) pertaining to such issuer (or its securities and/or financial instruments) nor should the analyses or opinion(s) be considered asolicitation of
any kind. Sales persons and financial advisors affiliated with MLPF&S or any of its affiliates may not solicit purchases of securities or financial instruments that are
Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies.

Neither BofA Merrill Lynch nor any officer or employee of BofA Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or
losses arising from any use of this report or its contents.
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(US$)
2012E EPS
2013E EPS
2012E EBIIDA (m)
2013E EBIIDA (m)

II Stock Data

Price
Price Objective
Date Established
Investment Opinion
Volatility Risk
52-Week Range
Mrld Vall Shares Out (mn)
BofAML Ticker 1Exchange
Bloomberg / Reuters
ROE (2012E)
Total Obi to Cap (Sep-2011A)
Est. 5-Yr EPSI DPS Growth

2014
NA
NA
NA
NA
NA

2013E
2.50
2.50
6.4%
2.55
1.40

2012E
2.35
2.35
1.7%
2.43
1.38136

2011A
2.31
2,27
5.0%

1.34

2010A
2.20
2.20

15.8%

III FY11 EPS slightly above estimate, but FY12 guidance below
Earlier this month, ATO reported FY11 diluted recurring EPS of $2.31 versus
BofAML estimate of $2.27. ATO provided FY12 EPS guidance of $2.30-2.40,
below previous BofAML estimate of $2.45. Most of the difference between
management guidance and the prior BofAML estimate was due to lower than
expected 2012 guidance for ATO's Natural Gas Distribution segment.
Management's Natural Gas Distribution segment net income guidance of $128­
132mn came in below prior BofAMl estimate of $149mn and 2011 adjusted net
income of $145mn. ATO guidance does not incorporate rate increases at ATO's
Mid-Tex division given the potential for a rate case to be filed in 2012, which could
delay rate recovery. Uncertainty around ATO's Mid-Tex division largely explains
the lower than anticipated Natural Gas Distribution segment guidance. ATO's
recently declared FYi Q12 dividend of $0.345 ($1.38 annualized) represents a
1.5% increase over FY4Q11/1Q11 levels, respectively, in-line with BofAML
expectations. We are lowering FY12/13 EPS estimates to $2.35/2.50 (from
$2.4512.55) to reflect FY12 management guidance and a more uncertain near­
term return outlook at ATO's Mid-Tex division. That said, we expect returns at
ATO's Mid-Tex division will prove to be delayed rather than foregone.

Maintain $34 PO and Neutral rating
We maintain our Neutral rating and $34 PO, which is based on a PIE multiple of
13.5x 2013E EPS of $2.50. We view ATO's FY12 guidance as disappointing
considering more muted guidance for ATO's Natural Gas Distribution segment,
particularly in light of the recent favorable outcome at the Atmos Pipeline - Texas
rate case, which was expected to provide ATO with positive earnings momentum
in 2012 (see: Revisiting estimates ahead of 2Q 11; PO to $34). That said, ATO
continues to trade at a discount to peers (albeit somewhat less so), which is
justifiable, in our view, in light of recent guidance and continued uncertainty at
Atmos Energy Marketing.

III Estimates (Sep)

(US$)
EPS
GMPEPS
EPS Change (YaY)
Consensus EPS (Bloomberg)
DPS

Valuation (Sep)
~."~ .._~,,.~,,~.~ ..~ ..~ ..~,~._,

2010A 2011A 2012E 2013E 2014
PIE 15.1x 14.3x 14.1x 13.2x NA
GMPPIE 15.1x 14.6x 14.1x 13.2x NA
Dividend Yield 4.0% 4.1% 4.2% 4.2% NA
EVIEBITDA* 10.7x 10.9x 10.3x 9.8x NA
Free Cash Flow Yield' 6.1% -13% ·3.3% 3.4% NA
• For full :cIefinmons of iQmelh()d~' measure~ see page 6.

SofA Merrill Lynch does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm
may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their
investment decision.
Refer to important disclosures on page 7 to 9. Analyst Certification on Page 4. Price Objective BasislRisk on page 4. Link to Definitions on page 4. 111133lJ1
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Atmos Energy
III iQmethodSl,( - Bus Performance" ~ompany Description

(US$ Millions) 2010A 2011A 2012E 2013E 2014 Atmos Energy Corporation (ATO) is a natural gas

Retum on Capital Employed 5.1% 4.4% 4.4% 4.6% NA transmission and distribution company
Retum on Equity 9.3% 9.5% 9.3% 9.4% NA headquartered in Dallas, Texas. Operations are
Operating Margin 10.2% 10.2% 11.0% 10.7% NA divided between three segments: Natural Gas
Free Cash Flow 184 (40) (99) 100 NA Distribution, Regulated Transmission & Storage,

and Nonregulated. The Distribution segment

III iQmelhod"\1 - Quality of Earnings'
distributes gas to 3.2mn customers in 12 states
located in the South, Southeast and Midwest.

(US$ Millions) 2010A 2011A 2012E 2013E 2014
Cash Realization Ratio 3.6x 2.8x 2.5x 2.5x NA Investment Thesis
Asset Replacement Ratio 2.5x 2.7x 2.6x 1.9x NA

----~--,-~--,~ ...~.~",.,'-"-y"~~

Tax Rate 38,5% 36.4% 38.2% 38.2% NA
ATO has traded at a discount to peers given

Net Debt-to-Equity Ratio 99.3% 101.2% 106.9% 103.7% NA
undereaming in its largest Distribution division,

Interest Cover 3.2x 2.9x 3.4x 3.3x NA muted nonregulated returns on low gas market
volatility, and the perception it covers too many
jurisdictions to focus on improving tem1s in each

Income Statement Data (~)
one. Yet mgmt has made strides in regulated
divisions and ATD looks poised for improved

(US$ Millions) 2010A 2011A 2012E 2013E 2014 returns over the long-tem1 given the positive
Sales 4,790 4,348 4,408 4,897 NA outcome at its Atmos Pipeline - TX rate case. That
%Change -3.6% -9.2% 1.4% 11.1% NA

Gross Profit 1,365 1,327 1,394 1,452 NA
said, we view FY12 guidance for its Distribulion

%Change 1.4% -2.8% 5.0% 4.2% NA segment as disappointing.

EBITDA 706 690 730 771 NA
%Change 6.8% -2.2% 5.7% 5.6% NA

Net Interest & Other Income (154) (151) (142) (161) NA
Net Income (Adjustedl 203 210 213 226 NA Stock Data
%Change 16.1% 3.2% 1.6% 5.8% NA

'..~.' .•.-".~-.- ..-_._._.__._- _._-_._.__._-_._._._ .. _._.__.__._--

Average Daily Volume 388,767

Quarterly Earnings Estimates

Free Cash Flow Data (Sep) 2011 2012

{US$ Millions} 2010A 2011A 2012E 2013E 2014 Ql 0.81A 0.91E

Net Income from Cant Operations (GAAP) 204 206 213 226 NA 02 U5A NA

Depreciation &Amortization 217 227 243 245 NA Q3 0.05A NA

Change in Working Capital 83 (26) 0 0 NA 04 0.11A NA

Deferred TaxaUon Charge 197 117 85 90 NA
Other Adjustments, Net 25 59 0 0 NA
Capital Expenditure (543) (623) (640) (460) NA
Free Cash Flow 184 -40 -99 100 NA
%Change -55.1% NM -146.8% NM NA

Balance Sheet Data (Sep)
~~--------_ .."---------

(US$ Millions) 2010A 2011A 2012E 2013E 2014
Cash &Equivalents 132 131 13 12 NA
Trade Receivables 273 273 273 273 NA
Other Current Assets 470 606 606 606 NA
Property, Piant & Equipment 4,793 5,148 5,545 5,760 NA
Other Non-Current Assets 1,096 1,124 1,124 1,124 NA
Total Assets 6,764 7,283 7,561 7,776 NA

Short-Term Debt 486 209 234 259 NA
Other Current Liabiliti es 680 659 659 659 NA
Long-Tem1 Debt 1,810 2,206 2,286 2,286 NA
Other Non-Current LiabiliUes 1,610 1,954 2,039 2,129 NA
Total Liabi lities 4,585 5,027 5,217 5,332 NA

Total Equity 2,178 2,255 2,344 2,443 NA
Total Equity &Liabilities 6,764 7,283 7,561 7,776 NA

* For full dcfitdtioos of iQmethodSM tneaSUtlls, see page 6.
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Lowering estimates to incorporate FY12 guidance
We are lowering FY12/13 EPS estimates to $2.35/2.50 (from $2.4512.55) to
reflect FY12 management guidance and a more uncertain return outlook at ATO's
Mid-Tex division. ATO management expects to know by January 2012 whether a
rate case at its Mid-Tex division will be necessary. We await further color on
anticipated returns at ATO's Natural Gas Distribution segment before becoming
more constructive on 2012 estimates. That said, we expect higher EPS growth in
2013 based on expected returns on -$640mn in estimated 2012 capital
expenditures, of which 90% is expected to provide a return within twelve months.

Table 1: Regulated gas utilities comparables

2.27 2.25 2.45 2.50 18.2 18.3 16.8 16.5 8.9 8.6 7.9 7.6 14.7 31.0 52.6
17.4 16.7 15.6 14.6 9.1 8.8 8.1 7.5 13.2 53.D 45.4

2,097

895 2.38 2.95 2.62 2.72 16.6 13.4 15.0 14.5 8.0 7.6 7.9 NIA 17.3 (13.6) 34.7
4,688. .·.·~~5. 2.70 2.;16 •3.56 .if1· 20,7 :.16:9.' 1Q.l 6.9 M·· f"i '.'5.8' (8.1) 103:~ 74,6
1,918 244 2.60 2.70 2.80 18.9 17.8 17.1 16.5 11.0 12.5 11.4 11.1 14.8 32.1 58.2

1,228 2.73 2.52 2.61 2.74 16.6 18.0 17.4 16.6 SS 9.1 8.9 8.2 (1.8) 3.1 36.1
8,095':.' $.053,25 .. 3,~6 •. 4.15 ..25,ll .-?4:2 2t5 '.: 19.01L19.6 ~,3 8.0 ·59.5 243.0 129.4
2,237 1.54 1.55 1.65 1.80 20.0 19.9 18.7 17.1 9.0 9.3 9.0 8.1 9.9 8.3 36.0
12,497 ····3.60. 4214,44,filf 14.3:jit2" jcl:~ '10}9:i 7.9.... .7.7 7,1) 6...~ 31.8.... ~1l

57.8 89.6

3.8
3.8

A·3-7 41.26WGL WGL Holdings Inc.
Average:

NWN Northwest Naturel Ges Co. A-2-7 45.40
OKE ..oneol< inc: . ..... '"N/A . "78.81

PNY Piedmont Natural Gas Co. B-3-7 30.78
SRI: Sempra:Energy . ~2-7t;1.50 .

BofAML Current Dividend Market Value EPS PIE ~.~.,.,.,_E.\.''-E.~IIQ!'-___ __!.~_~~~.~.~!n. .._
Ticker Name Ratin~' Price Yield (%) (mns) 2010 2011 E 2012E 2013E 2010 2011E 2012E 2013E 2010 2011E 2012E 2013E l·YR 3·YR 5-YR
AGCAGL Resourceslno.. ' };-2-7:39.51 ... 4.5 . 3,146 n .~Q.L,"~:1.Q...._~;?Q ...._~,:2.Q":J~,,t ..g::L,";.g1w~J_?T s.1ls:i 8.3'. 7.8 11.6 33.9 35.9

L __:AnT;(O;::'":'jA~t;~m~o~~s; iEEn~~e~r;~C{30~~~P'i~6.::-~._~.:A.~-2~'7,--:,:~3~3·:4117--:~-t4t·42c., ...--"~~.:-~ .50 15.0 14.6 14.1 13.2 7.6 7.7 7.3 6.9 1

LG NIA 39.39 4.2
NFG .Ni.A -!is.s:.: . '. 2.5
NJR A-3-7 46.19 3.3

SO"""" FactS_!, Bloomberg, """ BolA Merrill Lynch Glob,1 Ra"'BI"ch osIIma1fls

*NJA IlldlC8tflS tic;i(cr [s ctJrTBfltly undar teviBW; a!1 estimates forthcse tickets .En based oh FaetSel aIld FitstCall

Prfces as of the dose 22 November 2011

3

CR



BankofAmerica-~
Merrill Lynch

23 November 2011

CASE NO. 2013-00146
ATTACHMENT 1

TO OAG DR NO. 1-163

Almas Energy

Price objective basis 6: risk
Atmos Energy (ATO)
Our $34 PO is largely based on a targeted 13.5x 2013E EPS, which would imply
that ATO should trade at a moderate discount to peers. The company offers an
attractive dividend yield and low PIE relative to peers and operates out of the TX
region which has felt less of an impact from the current macroeconomic
slowdown. Growth through 2013 should be driven by recent rate cases which
should improve the ability to earn at authorized levels as well as various
nonregulated pipeline and gathering projects. Risks to PO are: sustained low gas
market volatility, a materially higher gas price environment, slack capacity
utilization at its Barnett Shale natural gas pipelines and prolonged broader
economic slowdown. The latter factors could also slow customer growth rates and
contribute to cash flow pressure. Other risks to our PO are better-than-forecast
rate execution and timing, a gas market volatility rebound to above-forecast
levels, and better-than-forecast incremental growth from unidentified
nonregulated growth projects.

Link to Definitions
Energy
Click here for definitions of commonly used terms.

Analyst Certification
I, Gabe Moreen, hereby certify that the views expressed in this research report
accurately rel1ect my personal views about the subject securities and issuers. I
also certify that no part of my compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or view expressed in this
research report.
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US· Natural Gas Coverage Cluster

Investment rating Company BofA Merrill Lynch ticker Bloomberg symbol Analyst
Kinder Morgan LP KMP KMPUS Gabe Moreen
Magellan Mid MMP MMPUS Gabe Moreen
Markwest Energy Partners L.P. MWE MWEUS Gabe Moreen
Plains M PM PM US Gabe Moreen
Regency Energy Partners LP RGP RGPUS Gabe Moreen
Spectra Energy SE SE US Gabe Moreen
Sunoco Logisti os SXL SXL US GabeMoreen
Targa Resourees NGLS NGLS US Gabe Moreen
Targa Resources Corp. TRGP TRGPUS Gabe Moreen
Te Pipelines LP TCLP TCLPUS Gabe Moreen
Teekay Offshore TOO TOO US Gabe Moreen
Tesoro Logistics LP TLLP TLLPUS Cathleen King
TransMontaigne Partners L.P. TLP TLP US Gabe Moreen
Westem Gas Partners, LP WES WESUS Gabe Moreen
Williams WPZ US Gabe Moreen

AGL Resources Inc. AGLUS Gabe Moreen
Aim os Energy ATO ATGUS Gabe Moreen
Copano Energy, LLC CPNO CPNOUS Gabe Moreen
Crestwood Midstream Partners LP CMLP CMLPUS Gabe Moreen
Global Partners LP GLP GLPUS Gabe Moreen
Holly Energy Par HEP HEPUS GabeMoreen
Kinder Morgan, Inc. KMI KMI US Gabe Moreen
Northwest Natural Gas Co, NWN NWNUS GabeMoreen
ONEOK Partners OKS OKS US GabeMoreen
PM Natural Gas Storage PNG PNG US GabeMoreen
Spectra Energy SEP SEPUS Gabe Moreen
Suburban Propane Partners L.P. SPH SPH US Gabe Moreen
Veetren WC WCUS

EI Paso Pipel ine EPB EPB US Gabe Moreen
Ferrellgas Partners LP. FGP FGP US Gabe Moreen
Kayne Anderson Energy Development Co, KED KED US Gabe Moreen
New Jersey Resources Corporation NJR NJR US Gabe Moreen
Nustar Energy LP NS NSUS Gabe Moreen
Nustar GP NSH NSH US Gabe Moreen
Piedmont Natural Gas PNY PNY US Gabe Moreen
Southwest Gas SWX SWXUS Gabe Moreen
Tortoise Capital Resources no TTOUS Gabe Moreen

WGL WGLUS

Inergy LP. NRGY
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Return On Equity
Operating Margin
Earnings Growth
Free Cash Flow

iQ.!!!ethod,",r Measures Definitions

Business Performance Numerator
Retum On Capital Employed NOPAT =(EBIT + Interest Income) * (1- Tax Rate) + Goodwill

Amortization
Net Incom8
Operating Profit
Expeded 5-Year CAGR From Latest Actual
Cash Flow From Operations - Total Capex

Denominator
Total Assets - Current Liabilities + ST Debt + Accumulated Goodwill
Amortization
Shareholders' Equity
Sales
NJA
N/A

Quality of Earnings
Cash Realization Ratio
Asset Replacement Ratio
Tax Rate
Net Debt-Ta-Equity Ratio
Interest Cover

Cash Flow From Operations
Capex
Tax Charge
Net Debt =Total Debt, Less Cash &Equivalents
EBIT

Net Income
Depreciation
Pre-Tax Income
Talai Equity
Interest Expense

Valuation Toolkit
Price I Earnings Ratio
Price I Book Value
Dividend Yield
Free Cash Flow Yield
Enterprise Value I Sales

Current Share Price Diluted Earnings Per Share (Basis As Specified)
Current Share Price Shareholders' Equity I Current Basic Shares
Annualised Declared Cash Dividend Current Share Price
Cash Flow From Operations - Tolal Capex Market Cap_ =Current Share Price *Current Basic Shares
EV = Current Share Price' Current Shares + Minority Equity + Net Debt + Sales
Other LT Liabilities

EV I EBITDA Enterprise Value Basic EBIT + Depreciation + Amortization
JQmellwdn!is the set ot BofA Merrill Lynch standard measures that Sftl1,Ie tIl malntaJll glohill COflsisten<:y under three broad headings: BusJness Perlmmance, Qua~ of E;;rnings, and validations. The key feffiLlres of iQrnethod we: AGOtls1stetltty

structured, tletailed, and transparent mel.hodology. Gllid8lines. to rna:>:lmlle 'the eftectNCtles5 of the comparative vakJatioo process, and to Identify wme common p1tfaUs.

jQdatabase~ is our rea~time global rese...ch database that is SO'JfCed dlrectty from oUf -equrtv atlatysts' earnings. models and mdud.as forecasted as 'Nell as historical data fOf income statemmrt~ balallce sheets, and cash flow statements fur

companies covered by BofA Merrill Ll'lcl1,

;Qprofile'"', it}m,thod"" "'. service mo1<s of Memil Lyncl1 1\ Co., Ino.iQdalabase "1s a''''listered service mark of MerrlJl Lynch 1\ Coo, Ino.
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Important Disclosures

11-Feb21-Se~

P~:"u"(;f:Jo PO:US$26 PO:US 30 PO:US$29 PO:US$34

"M.n pr r~.t?7

"Mnn . f\.-'y-'" ~.~

, ,n~nc .r-V -v ~!-'V~ ...,./'"'"
'YOV' \f-'" """••n~n.

"nb"

• 'nO'n

, ,nnr

U5$0
1.Jan.j]9 1.Jan-10 1.Jan-l1

ATO __

B: Buy, N: Neulrol, U: Underpe~orm, PO : Price objective, NA: No longervalld, NR: No Rating

The Inves1mont Op"ion System is oontained at 1110 end of1l10 report undeT 1!le heading 'Fundamental Equi1)' Opinion Key'. DiIIl< grey shading indicates the ..cmily is reslristed 'Mtl1 the opinion suspended. Medium 9rey ""eding Indlcatos the

security is under review with the opinion: withdrawn, Ught grE!~ shading indicatBslhe security is hol COVeted. Chat is cuttent GIS of [October 31, 2011] Of such later date as indicated.

Percent
48.61%
65.91%
45.65%

Count
35
29
21

I_'!\f~stment Rating Distribution: Utilities Group (as of 01 Oct 2011)~ ~ .. .. .__....__._

Coverage Universe Count Percent Inv. Banking Relationships*
Buy 82 45.30% Buy
Neutral 46 25.41 % Neutral
Sell 53 29.28% Sell

I_~y_~~.tment Rating Distribution: Global Group (as of 01 Oct 2011L _ __._.._ __ _ _.__. _
Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 2073 54.13% Buy 923 49.12%
Neutral 961 25.09% Neutral 460 52.57%
Sell 796 20.78% Sell 287 38.32%
• Companies in respect of which BofA Merrill Lynch or one of ~s affiliates has received compensation for investment banking services within the past 12 months. For purposes of this
distribution, astock rated Underperform is included as a Sell.

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating. VOLA TIL/TV RISK
RATINGS, indicators of potential price fluctuation, are: A - Low, B - Medium and C• High. INVESTMENT RATINGS reflect the analyst's assessment of a
stock's: (il absolute total return potential and (Ii) attractiveness for investment relative to other stocks witihin its Coverage Cluster (defined below). There
are three investment ratings: 1 - Buy stocks are expected to have a total return of at least 10% and are the most attractive stocks in the coverage cluster;
2 0 Neutral stocks are expected to remain flat or increase in value and are less attractive than Buy rated stocks and 3 - Underperform stocks are the least
attractive stocks in a coverage cluster. Analysts assign investment ratings considering, among other things, the 0-12 month total return expectation for a
stock and the firm's guidelines for ratings dispersions (shown in the table below). The current price objective for a stock should be referenced to better
understand the total return expectation at any given time. The price objective reflects the analyst's view of the potential price appreciation (depreciation).

Investment rating Total return expectation (within 12-month period of_d,_~~_e~f!~~~.'I;~~~~~nJlL Ratings dispersion guidelines for covera!!!l5~~~!.eE~_

Buy ~ 10% S 70%
Neutral "= 0% S 30%

Underperform N/A "= 20%
• Ratings dispersions may vary from time to time where BofA Merrill Lynch Research believes it better renects the investment prospects of stocks in a C[)verage Cluster.

INCOME RATINGS, indicators of potential cash dividends, are: 7· sameJhigher (dividend considered to be secure), 8 - same/lower (dividend not considered
to be secure) and 9· pays no cash dividend. Coverage Cluster is comprised of stocks covered by a single analyst or two or more analysts sharing a common
industry, sector, region or other c1assification(s). A stock's coverage cluster is included in the mast recent BofA Merrill Lynch Comment referencing the stock.

Price charts for the securities referenced in this research report are available at http://pricecharts.ml.com, or call1-BOO-MERRILL to have them mailed.
MLPF&S or one of its affiliates acts as amarket maker for the equity securities recommended in the report: Atmos Energy.
MLPF&S or an affiliate has received compensation from the company for non-investment banking services or products within the past 12 months: Atmos Energy.
The company is or was, within the last 12 months, anon-securities business client of MLPF&S and/or Orle or more of its affiliates: Atmas Erlergy.
MLPF&S or an affiliate expects to receive or intends to seek compensation for investment banking services from this company or arl affiliate of the company

within the next three months: Atmas Energy.
MLPF&S together with its affiliates beneficially owns one percerlt or more of the commOrl stock of this company. If this report was issued on or after the 8th day

of the month, it reflects the ownership position Orl the last day of the previous month. Reports issued before the Bth day of a month reflect the ownership position at
the end of the second month preceding the date of the report: Atmos Erlergy.

MLPF&S or one of its affiliates is willing to sell to, or buy from, clients the common equity of the company on a principal basis: Atmos Energy.
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BofA Merrill Lynch Research personnel (including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall
profitability of Bank of America Corporation, including profits derived from investment banking revenues.

Other Important Disclosures

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related
investments.

BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http://v.ww.ml.comlmediaI43347.pdf.
"BofA Merrill Lynch" includes Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") and its affiliates. Investors should contact their BofA

Merrill Lynch representative or Merrill Lynch Global Wealth Management financial advisor if they have questions concerning this report.
Information relating to Non-US affiliates of BofA Merrill Lynch and Distribution of Affiliate Research Reports:
MLPF&S distributes, or may in the future distribute, research reports of the following non-US affiliates in the US (short name: legal name): Merrill Lynch

(France): Merrill Lynch Capital Markets (France) SAS; Merrill Lynch (Frankfurt): Merrill Lynch International Bank Ltd., Frankfurt Branch; Merrill Lynch (South Africa):
Merrill Lynch South Africa (Pty) Ltd.; Merrill Lynch (Milan): Merrill Lynch International Bank Limited; MLI (UK): Merrill Lynch International; Merrill Lynch (Australia):
Merrill Lynch Equities (Australia) Limited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte
Ltd,; Merrill Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de Bolsa; Merrill Lynch (Argentina): Merrill
Lynch Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co., Ltd.; Merrill Lynch (Seoul): Merrill Lynch International Incorporated (Seoul Branch);
Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd.; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrill Lynch (Indonesia): PT Merrill Lynch
Indonesia; Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): Merrill Lynch CIS Limited, Moscow; Merrill Lynch (Turkey): Merrill Lynch Yatirim
Bankasi AS.; Merrill Lynch (Dubai): Merrill Lynch International, Dubai Branch; MLPF&S (Zurich rep. office): MLPF&S Incorporated Zurich representative office;
Merrill Lynch (Spain): Merrill Lynch Capital Markets Espana, SAS.V.; Merrill Lynch (Brazil): Bank of America Merrill Lynch Banco Multiplo SA

This research report has been approved for publication and is distributed in the United Kingdom to professional clients and eligible counterparties (as each is
defined in the rules of the Financial Services Authority) by Merrill Lynch International and Banc of America Securities Limited (BASL), which are authorized and
regulated by the Financial Services Authority and has been approved for publication and is distributed in the United Kingdom to retail clients (as defined in the rules
of the Financial Services Authority) by Merrill Lynch International Bank Limited, London Branch, which is authorized by the Central Bank of Ireland and is SUbject to
limited regulation by the Financial Services Authority - details about the extent of its regulation by the Financial Services Authority are available from it on request;
has been considered and distributed in Japan by Merrill Lynch Japan Securities Co" Ltd., a registered securities dealer under the Financial Instruments and
Exchange Act in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is regulated by the Hong Kong SFC and the Hong Kong Monetary
Authority; is issued and distributed in Taiwan by Merrill Lynch Securities (Taiwan) Ltd.; is issued and distributed in India by DSP Merrill Lynch Limited; and is issued
and distributed in Singapore by Merrill Lynch Intemational Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd. (Company Registration No.'s F
06872E and 1986028830 respectively) and Bank of America Singapore Limited (Merchant Bank). Merrill Lynch International Bank Limited (Merchant Bank) and
Merrill Lynch (Singapore) Pte Ltd. are regulated by the Monetary Authority of Singapore. Merrill Lynch Equities (Australia) Limited (ABN 65 006 276 795), AFS
License 235132 provides this report in Australia in accordance with section 9118 ofthe Corporations Act 2001 and neither it nor any of its affiliates involved in
preparing this research report is an Authorised Deposit-Taking Institution under the Banking Act 1959 norregulated by the Australian Prudential Regulation
Authority, No approval is required for publication or distribution of this report in Brazil. Merrill Lynch (Dubai) is authorized and regUlated by the Dubai Financial
Services Authority (DFSA). Research reports prepared and issued by Merrill Lynch (Oubai) are prepared and issued in accordance with the requirements of the
DFSA conduct of business rules,

Merrill Lynch (Frankfurt) distributes this report in Germany. Merrill Lynch (Frankfurt) is regulated by BaFin.
This research report has been prepared and issued by MLPF&S andlor one or more of its non-US affiliates. MLPF&S is the distributor of this research report in

the US and accepts full responsibility for research reports of its non-US affiliates distributed to MLPF&S clients in the US. Any US person receiving this research
report and wishing to effect any transaction in any security discussed in the report should do so through MLPF&S and not such foreign affiliates,

General Investment Related Disclosures:
This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, to

buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g" options, futures, warrants, and contracts for
differences), This report is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation
and the particular needs of any specific person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and
implementing investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized.
Any decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the
prospectus or other offering document issued in connection with such offering, and not on this report.

Securities and other financial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit
Insurance Corporation and are not deposits or other obligations of any insured depository institution (including, Bank of America, N,A.). Investments in general and,
derivatives, in particular, involve numerous risks, including, among others, market risk, counterparty default risk and liquidity risk, No security, financial instrument or
derivative is suitable for all investors. In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the
value or risks related to the security or financial instrument may be difficult to obtain, Investors should note that income from such securities and other financial
instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may lose their entire
principal investment. Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change.

This report may contain a short-term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the company or the
market that is anticipated to have a short-term price impact on the equity securities of the company. Short-term trading ideas and recommendations are different
from and do not affect astock's fundamental equity rating, which reflects both a longer term total retum expectation and attractiveness for investment relative to other
stocks within its Coverage Cluster. Short-term trading ideas and recommendations may be more or less positive than a stock's fundamental equity rating,

BofA Merrill Lynch is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to 'short" securities or other
financial instruments and that such action may be limited by regulations prohibiting or restricting 'shortselling" in many jurisdictions, Investors are urged to seek
advice regarding the applicability of such regulations prior to executing any short idea contained in this report.

Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in
such securities and instruments, including ADRs, effectively assume currency risk,

UK Readers: The protections provided by the U.K, regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated
by BofA Merrill Lynch entities located outside of the United Kingdom. BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at
http://www.ml.com/medial43347.pdf.
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Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related
investments.

MLPF&S or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. MLPF&S or
one of its affiliates may, at any time, hold a trading position (long or short) in the securities and financial instruments discussed in this report.

BofA Merrill Lynch, through business units other than BofA Merrill Lynch Global Research, may have issued and may in the future issue trading ideas or
recommendations that are inconsistent with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect
the different time frames, assumptions, views and analytical methods of the persons who prepared them, and BofA Merrill Lynch is under no obligation to ensure that
such other trading ideas or recommendations are brought to the attention of any recipient of this report.

In the event that the recipient received this report pursuant to a contract between the recipient and MLPF&S for the provision of research services for a separate
fee, and in connection therewith MLPF&S may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom
MLPF&S has contracted directly and does not extend beyond the delivery of this report (unless otherwise agreed specifically in writing by MLPF&S). MLPF&S is and
continues to act solely as abroker-dealer in connection with the execution of any transactions, including transactions in any securities mentioned in this report.

Copyright and General Information regarding Research Reports:
Copyright 2011 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. iQmethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks

of Merrill Lynch & Co., Inc, iQanalytics®, iQcustom®, iQdatabase® are registered service marks of Merrill Lynch & Co., Inc. This research report is prepared for the
use of BofA Merrill Lynch clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written
consent of BofA Merrill Lynch. BofA Merrill Lynch Global Research reports are distributed simultaneously to internal and client websites and other portals by BofA
Merrill Lynch and are not publicly-available materials. Any unauthorized use or disclosure is prohibited. Receipt and review of this research report constitutes your
agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this report (including any investment
recommendations, estimates or price targets) without first obtaining expressed permission from an authorized officer of BofA Merrill Lynch.

Materials prepared by BofA Merrill Lynch Global Research personnel are based on public information. Facts and views presented in this material have not been
reviewed by, and may not reflect information known to, professionals in other business areas of BofA Merrill Lynch, including investment banking personnel. BofA
Merrill Lynch has established information barriers between BofA Merrill Lynch Global Research and certain business groups. As a result, BofA Merrill Lynch does not
disclose certain client relationships with, or compensation received from, such companies in research reports. To the extent this report discusses any legal
proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal
advisers as to issues of law relating to the subject matter of this report. BofA Merrill Lynch Global Research personnel's knowledge of legal proceedings in which any
BofA Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving companies
mentioned in this report is based on public information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by,
discussed with, and may not reflect information known to, professionals in other business areas of BofA Merrill Lynch in connection with the legal proceedings or
matters relevant to such proceedings.

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as
agent of any issuer of any securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or
warranty on behalf of the issuer(s). BofA Merrill lynch Global Research policy prohibits research personnel from disclosing a recommendation, investment rating, or
investment thesis for review by an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax
advice. Investors are urged to seek tax advice based on their particular circumstances from an independent tax professional.

The information herein (other than disclosure information relating to BofA Merrill Lynch and its affiliates) was obtained from various sources and we do not
guarantee its accuracy. This report may contain links to third-party websites. BofA Merrill Lynch is not responsible for the content of any third-party website or any
linked content contained in a third-party website. Content contained on such third-party websites is not part of this report and is not incorporated by reference into
this report. The inclusion of a link in this report does not imply any endorsement by or any affiliation with BofA Merrill Lynch. Access to any third-party website is at
your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information to them. BofA Merrill
lynch is not responsible for such terms and privacy policies and expressly disclaims any liability for them.

Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reports and other legal and BofA Merrill Lynch policy­
related restrictions on the publication of research reports, fundamental equity reports are produced on a regular basis as necessary to keep the investment
recommendation current.

Certain outstanding reports may contain discussions andlor investment opinions relating to securities, financial instruments andlor issuers that are no longer
current. Always refer to the most recent research report relating to a company or issuer prior to making an investment decision.

In some cases, acompany or issuer may be classified as Restricted or may be Under Review or Extended Review, In each case, investors should consider any
investment opinion relating to such company or issuer (or its security andlor financial instruments) to be suspended or withdrawn and should not rely on the analyses
and investment opinion(s) pertaining to such issuer (or its securities andlor financial instruments) nor should the analyses or opinion(s) be considered a solicitation of
any kind. Sales persons and financial advisors affiliated with MLPF&S or any of its affiliates may not solicit purchases of securities or financial instruments that are
Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies.

Neither BofA Merrill Lynch nor any officer or employee of BofA Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or
losses arising from any use of this report or its contents.
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Natural Gas & Gas Utilities
Ground Hog Day; Muted Impact to Utilities; Ratings Changes

II Ratings Changes - We are downgrading EI Paso (EP), Southern Union (SUG) and
Oneok (OKE) from Buy to Neutral. We are upgrading CenterPoint (CNP) to Buy. We
reiterate our Buy rating on Cheniere (LNG), Sempra (SRE), Southwest Gas (SWX) and
Williams (WMB). We believe Integrys (TEG) and Atmos (ATO) are modestly
undervalued as utilities but do not offer enough upside for a Buy rating under our rating
system. The Canadian pipeline companies (Enbridge and TransCanada) continue to
offer growth but are expensive at current levels.

II Weather- We do not expect huge variations in earnings as a result of warmer than
normal weather in 40'11 and 10'12. The gas utility industry has been moving towards
decoupling and weather normalization mitigating the effect of wild swings in volumes
on earnings (Figure 4). AK, CA, GA, IL, IN, MA, NV, OH and WI are states that offer full
decoupling or straight-fixed variable rates, which are constructive rate mechanisms.

II Industry Thesis - Lower 48 oil production is growing after decades of decline.
Canadian oil production should grow 4% a year through 2020. Petroleum product
exports have more than doubled over the last few years. Lower 48 gas production
bottomed in 2005 and is up 23 Bcf/day since then. Gas demand is set to grow 4
Bet/day over the next few years from the shutdown of uneconomic coal plants.
Chemical demand for gas is on the rise. And the US is likely to become a modest LNG
exporter during this decade of 2-4 Bet/day. The conclusion from these trends is that oil,
NGL and gas infrastructure needs are likely to grow above trend through the decade.

III Stock Picks - Our key recommendations to play these themes at a reasonable price,
risk and reward are Cheniere (LNG), Sempra (SRE) and Williams (WMB).

Current Year Next Year
Rating Target Price Earnings Estimates Earnings Estimates

Ticker Old New Old New Old New Old New
ATO 2 2 US$35.00 US$35.00 US$2A6 US$2.44 US$2.48 US$2.50
CNP 2 1 US$21.00 US$22.00 US$1.16 US$1.78 US$1.30 US$1.18
ENS 2 2 US$3600 US$36.00 C$1.41 C$1.41 C$1,64 C$1.64
EP 1 2 US$22.00 US$29.00 US$1,07 US$1.05 US$t15 US$1.26
GAS 2 2 US$42.00 US$43.00 US$2,90 US$2.76 US$3,17 US$312
LNG 1H 1H US$16.00 US$16.00 US$-2,25 US$-2.25 US$-1.60 US$-1.60
OKE 1 2 US$75.00 US$86.00 US$3,08 US$3.35 US$3,73 US$3.81
SE 2 2 US$26.00 US$32.00 US$1,80 US$i.76 US$164 US$1.88
SRE 1 1 US$60.00 US$60.00 US$4,41 US$4.41 US$4.75 US$4.75
STR 1 1 US$20.50 US$20.50 US$t11 US$1.11 US$1.21 US$1.21
SUG 1M 2 US$38.00 US$43.50 US$1,67 US$1.93 US$1.99 US$1.76
SWX 1 1 US$45.00 US$47.00 US$2,35 US$2.28 US$2.95 US$3.05
lEG 2 2 US$51.00 US$56,OO US$3.27 US$3.44 US$3.86 US$3.85
lRP.lO 2 2 C$40,OO C$42.00 C$222 C$2.09 C$2.44 C$2.39
we 2 2 US$26.00 US$28.00 US$1.60 US$1.79 US$1.84 US$1.87
WMB NA 1 NA US$32.50 US$1.23 US$1.52 US$1.97 US$1.64
WMB 1M 1 US$31.03 US$32.50 US$1.23 US$1.52 US$1.97 US$1.64

Faisel Khan, CFA
+1-212-816-2825
faisel.knan@citi.com

Timm Schneider
+1-212-816-2808
timm.scnneider@clti.com

Amit Marwaha
amitmarwaha@clti.com

See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures.

Citi Investment Research &Analysis is adivision ofCitigroup Global Markets Inc. (the 'Firm"), which does and seeks to do business with companies covered in its research
reports. As aresult investors should be aware that the Firm may have aconflict of interest that could affect the objectivity of this report. Investors should consider this report
as only asingle factor in making their investment decision.



Natural Gas & Gas Utilities
3 February 2012

CASE NO, 2013-00148
ATTACHMENT 1

TO OAG DR NO, 1-183

Long-term Industry Trends

Figure 1. Lower 48 Crude Oil Production
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Figure 2. Western Canadian Oil Production
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Source: Citi Investment Research and Analysis, CAPP

Figure 3. Lower 48 Natural Gas Production
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Figure 4. Timelines &Notable Rate Cases
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Regulatory Landscape

Company
AGL Resources

Business Unit
Golden Triangle Storage

Regulatory Updates
Application requesting that existing rmrket-based
rate authority apply to proposed expansion
(Docket No. CP11-53i-000)

Details
Total certificated capacity of 24.5 Bcf, where 16 BCF of
working gas & a. 5 Bcf of cu shion gas

TransCanada Nova Gas

Mainline

8<pansion of NGTL Alberta system spanning from NEB is convening pUblic hearings. Extension w ill cost $333
f\EBritish CoIun1lia to Northwestern Aiberta. Total nm Expected to begin construction in Fall 2012 and
capac~y of 1.3 Bcfld operational by 2014.

Renegotiating toll from Alberta's Nova lnvententory Ftoposed System Delivery Toll is $1.29IGJ, an $0.80 reduction
Transfer System (NIT) to Dawn from tolls charged i1 2011. k's expected that !rost of the

Mainline short haul tolls are set to decrease. Final decision on
the rate case is expected In early 2013

Source: Citi Investment Research and Analysis, SNL, Company data
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Figure 5. CDO - Q4f11 Actual COD V5. Normal & Year-aver-Year Figure 6. HOD - Q4f1f Actual HOD V5. Normal & Year-aver-Year
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Figure 7. Programs In Place for Mitigating Impacts of Weather

IIt!rs ablllUtllln
Almas Energy ATO Yes Kefltucky LDC - Energy EfficiencyIWeather Decoupled

Texas LDC • Weather Decoupled
Kansas LOC- Weather Decoupled
Lousl.". LDC. Weather Decoupled

CenlerPofnt - Gas CNP Arkansas LOC - Fully Decouple<!
louisiana ~ Weather DecQupled
Minnesota LDC - Energy Efliciency(Pilol)
Oklahoma LOC - Wealher Decoupled

CenterPoint - EI ectJic CNP No Houston Electric No Decoupling

Enbridge ENB No Enbridge Gas - oEB reviewing decoupling (2010)
Gaz Metro - Regulatory agency reviewing various mechanisms
EGNB ~ NA

Equitable Resourt:es EQT No Equitable Gas PA - None
Equitable Gas WV ~ None

Energen ENG Yes Alagasco LOC ~ Temper.ture Adjustment Mechanism

AGL Resourt:es (ex. Nicar) GAS Yes New Jersey LDc - Weather Decoupled
Tennessee· Fully Decoupled (Pilot)
Virginia LOC - Energy EfficiencyIWe.ther Decoupied
Geon:da LOC - Slraioht-Fixed Variable

National Fuel Gas NFG Yes National Fuel Gas NY - Revenue decoupling and weather normalization
Natlo"al Fuel Gas PA - None

Nisource NI Yes Col Gas of Kentucky (Gas)- Energy EfliciencylWeather Decoupled
Col Gas of Maryland IGas)- Wealher Decoupled
Col Gas of Massachusetts - Fully Decoupled
Col Gas of Ohio - Straighl-Fixed Variable
Col Gas of Virginia· Energy EffciencyiWeather Decoupled
Indiana - Electric/Gas Fully Decoupled

Oneok OKE Yes Texas LOC - Weather Decoupled
Kansas Gas Servl ce LDc - Weath or Decoupled
Oklahoma Natural Gas - Weather Stabi lized

Questar STR Yes Utah LOC - Energy EfficiencyIWeath er Decoupled

Sempra SRE Yes Alabama LOC ~ Weather Decoupled
California LDC - Fully Decoupled

Spectra SE No Union Gas - no explicit weather stabilization programs in place

Southwest Gas SWX Yes Arizona Loc - Wealher Decoupled
California LDC - Fully Decoupled
Nevada - Fully Decoupled

inlegl)'s TEG Yes illinois LOC - Fuily Decoupled (Pilot)
Michlga" LDC - Energy Efficiency (Pilot)
Wisconsin (Gas/Ele) - Fully Decoupled (Pilot)

UGIColp UGI No Partial recovergy of fixed charges but no formal program in Pennsylvania

Vectren Corp WC Yes Indiana LOC - Energy EfliciencyIWealher Decoupled
Ohio LDC Slraighl-Fixed Variable

Source: Citi Investment Research and Analysis, Snl, Company data
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Figure 8. Earnings Timeline & Conference Call Details
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Figure 9. EPS Estimates Versus Consensus

Tickar
Confeteh&e Call1hfo

CDmpany
"ale Time Nlll'nbet Conference 10

GAS AGL REl50mGfl5 = 9'ODAM TED TBD
ATa Atm:rr-;;Enargy 2/8 8:00AM 877-4B~31117 nla
GNP centerpoint EM rgy 2/29 11:3DAM 800--653--1761 41832104
LNG CheJ1lere Enargy 213 NfA NIA NIA
sRE S-empra Energy 2/28 TBD TBD TBD
8WX Southwest Gas 2I'!9 TBD TeD TBD
sE spectra Energy 2/2 10:00 AM 888-252-3715 41961#7

TgG Inlegt)'5 EhElruy 2/29 TBD TBD TaD
TRP TransCanada 2114 3:00 PM B88-22&-1792 nla
We Veritiell 2116 2:00PM 888-821-5457 nJa
ENB Enbridge TBD TBD TBD TBD
SUG SOuthern Uni!)" CD TBD TBD TBD TBD
EP El PasO" 2/28 rnD TBD TBD

8TR Questa'" 2115 9:30AM TED THO
OKE OMok 2/21 11:00AM 888-857"'931 7074825

WMB WilUams 2123 9:30AM 80~96Pl# NIA

SourCB: Citi Investment Research and Analysis

04'11 04'11 FY 2011 FY 2012 2011 to 2012
Ticker COmpany CIRAEst. Consensus"" Delta ClRANew CIRAOld Consensus· CIRANew CIRAOld Con5ensu~:" EPS Decline

AGL AGL Resm.rces Inc $0.92 $0.92 ($0.00) $2.76 $2.90 $2.91 $3,12 $3.17 $3.02 13'll/1l
ATO Aim as Energy Gerp $0.85 $0,85 ($0.00) $2.28 $2,25 na $2.44 $2.46 $2.38 7%
GNP CenterPoint Energy Inc" $0.23 $0,19 $0.D4 $1.24 $116 $1.14 $1,18 $1.30 $1.19 ~5%

LNG Chenlere Energy Inc- ($0.41) ($OAO) ($0.01) ($225) ($2.25) ($2.16) ($1.60) ($1.60) ($1.0B) -29%
TEG Inlegrys Energy Group, Inc, $1.02 $1.00 $002 $3,44 $3,27 $3.34 $3.85 $3.86 $3,55 12%
NI NlSOirre 10c Reported $1.29 $1.29 n. $1AB $1.48 $1.45 15%

SRE Sem pro Energy $1.06 $1.06 ($0.00) $4.41 $4,41 $4.31 $4.75 $4.75 $4.49 8%

SWX Southwest Gas Corp $1.05 $0.95 $0.10 $2.28 $2.35 $2.23 $3.05 $2.95 $2.56 34%
SE Speclla Energy G0II' $0,44 $0,44 ($O.OD} $1.76 $1,80 $1.77 $1.88 $1.64 $1,87 7%

TRP.TO TransCanada Corp $0,43 $0,55 ($0,12) $2.09 $2,22 $2.27 $2.39 $2.44 $2A4 14%
UGI UGI Corp Reported $1.94 $1,94 na $2.24 $2.24 $2.09 15%
VVG Veelren G0II' $0.62 $0.57 $0.05 $1.79 $1.60 $1,71 $1.87 $1.84 $1.87 3%
ENS Enbridge Inc $0.41 $0,40 $0.02 $1.41 $1.41 $1,4B $1.&4 $1.64 $1.63 17%
EP EI Paso COil' $0_33 $0.29 $0.04 $1.05 $1.07 $1.03 $1.26 $1.15 $1.22 20%

EGN Energen Corp Reported $3..91 $3,91 n. $3.24 $3.24 $3,57 -17%
EQT EOT Co cporati on Reported $2.09 $2,09 na $1.44 $1,44 $2.29

I
-31%

MDU MDU Resources Group Inc $0.39 $0.32 $0.07 $1.17 $1.17 $1.13 $1.28 $1.28 $1.30 gO/D

NFG National Fuel Gas Co Reported $2.71 $2.71 na $2.61 $2.61 $2.79 -4%
OKE Oneok Inc $1,07 $1.02 $0.05 $3.35 $3.08 $3.30 $3.81 $3.73 $3.71 14°J~

sm Queslar Corp $0.31 $0.33 ($0,02) $1.11 $1_11 $115 $1.21 $1.21 $1.20 9%
SUG Southern Union Co $0.49 $0.57 ($0.08) $1.93 N/A $1,89 $1.76 NfA $2.08 NIA
WM13 The Wiln.ms Companies 1m $0,38 $0,42 ($005) $1.52 N/A $1,56 $1.64 NfA $1A7 NlA

'Th ompson FlrstCall; CNP reported 2011 EPS of $1.78 adjusted for True-up gain,

Source: CiU Investment Research and Analysis

Figure 10. Relative Valuation

Target Cun-ent 2011 2012 2013 2011 2012 2013
Ticke:r- Company Ratin.g Price Price PE PE PE EVIEBITDA EV/EBIIDA EVJEBIToA OivYield

AGL AGl Resources Inc $43.00 $41.60 15.1x 13.4x 13.1x NA NA NA 4.2%
ATO AtmO:!'l !=Ilflrgy CQrP 2 $35.00 $32.62 14,3x 13,"'X 13.1x 7.6x 7.OX e.9x 4.2%
GNP Gf:!nterPoint EFlergy In1 1 $22.00 $16.68 15,lx 15,1h( 15.6x 7.7x 7. Ix 7.0x 4.3%
LNG Ctlenlere EncJ\1Y lno lH $18_00 $12.83 -.5.7x -B.Ox -7.9X NM NM NM 0.0%
TEG Integrys EnergYGruup 2 $56,00 $52,46 15.2x 13.6x 13.{]}(" 9.0x 8.3x 7.9x: 5.2%
Nt NISOUfC6 Inc 2 $2200 $23.45 18,2x 15,6x 1<5,7x !L6x 8.Lx 7.7x 3.9%

SRE St;!m ~a Energy 1 $60.00 $57.8D 13.1x 12,2x 11.1x: 1.8x 8.1)( 7.1x 2.7%
SWX Southwest Gas Gorp 1 $47.00 $42,41 1B.6~ 13.9x 13,6)( 7_tlx 8.2x B.2>! 2.-1%
SE spectra Energy Corp 2 $32.00 $31.51 17.9x 16.7x 15.6x 12.9x 11.7x 11.3x 3.5%

TRP.To TransGonad.a COrp 2 $42.00 $-I1.3~ 18.8x 17.3x 16,1x 11.Bx 10,9X 10.6X 3.9%
UGI UGI Corp 1 $33,00 $27.21 14.0x 12.2x 10.4x 6,8)( 5.8x 4,5X 3.7%

VVG VEletmn Corp 2 $26.00 $28,92 16.2x 1!5:5){ 15.1x 6.8-x 7.1" 7,Ox 4.8%
ENB Enbridge Inc 2 $36.00 $38,04 27.0x 23.1)( 2fl.1x 16.3.x 14.8)( 13.6x 3.0%
EP EI Paso Cotp 2 $29,00 $26.'93 25.7x 21.4x. 16,6X 1D.3. 8.""- 7JJX 0.6%

EGN Energen Corp 1 $63.00 $48.35 12.4x 14.9x 10.0x 6.0x S.£x 4.3x 1.1%
EQT EaT Corporntion 2 $52,00 $-I9,S8 24.Ux 34.6x 20,Ox 9.7. 10.0x 6,5" 1.8%
MOU MDU Resources Groul 2 $21.00 $21.47 18,3x 1£.8x 13.3x 7.0x 6.6>< 5.8x :;UJ%
NFG Natlofl:q] Fool G<l5 CO 1 U3.00 $50,60 18.7x 19.5x 15.4x Bc1x 7.7X 6.3x 2.6%

OKE Oneok Inc 1 $86.00 $81,73 24.4x 21.5x 1B,1x "iDAx B.3x 7.Bx 3,{}%

8m au-esiarCotp 1 $20.50 $19.30 17Ax 18.0x- 14.6x 9.1x 6."" 6.1x 3.2%
sUG Soulhe rn Unio n Co 1 $43.50 $-1'.48 22.2x 24.7x 21.8x 1D.6x 11,9)[: 11.2x 1.4%
WMB 'rhfl Wlutams Compan 1 $32.50 $29.10 19.2~ 17.Bx 15.3x 6.4lii: B.3J< 1.5}( '.e%

Source: CiU Investment Research and Analysis
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CASE NO. 2013·00148
ATTACHMENT 1

North Am~R~gT'Uffitt1iasStates
Gas Utilities (GICS) I Integrated Natural Gas & Gas Utilities (Citi)

AGL Resources Inc (GAS)
Expecting Lighter Wholesale & Retail Results on Warm Weather

II Q4111 Earnings - Our estimate for AGL (ex. GAS) on the quarter is $0.92 per
share, marginally higher over 40/10. Consensus is currently $0.95. Investors
should expect a weak start to the peak demand season for natural gas.
Temperatures were warmer than normal in the Mid-Atlantic and East Coast
regions where HOD's were 30% lower YIY. Weather in the newly acqUired Nicor
Gas region is also estimated to have been -10% warmer. However, our
estimates currently exclude the impact of Nicor's earnings. We think results will
be challenging across all segments.

III LDC - Our estimate for 4Q EBIT is $107 mm, 13% higher over last year driven
mostly due to rate increases earlier in the year. The majority ofAGL's footprint
has weather stabilization mechanisms' in place, so we don't expect significant
impact to our estimates.

Neutral
Price (02 Feb 12)
Target price

from US$42.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: GAS.N, BB: GAS US)

2
US$41.59
US$43.00

3.4%
4.2%

7.6%
US$4,855M

II Retail - We estimate 40 EBIT of $38 mm, essentially flat over last year. We
anticipate customer usage was driven lower due to the warmer than normal
weather.

I[ Wholesale - Our estimate for EBIT is $8 mm, nearly a third of operating income
reported last year during the same quarter. We think weather along with
continued pressure on gas volatility and basis will put a lid on earnings this
quarter.

III! Merger Integration - We expect management to provide an update on the
quarter with regards to their progress on cost cutting efforts related to the Nicor
integration efforts.

II 2012 FY Outlook - We expect FY EPS of $3.12. We expect management to
proVide a status updated for their growth plans and outlook for integration on the
call. We don't expect any material news for the Tropical Shipping business for a
few quarters, or until market conditions improve from the current trough levels.

III Target Price & Rating - We maintain our Neutral rating and have raised our
target price to $43 from $42 on our revised interest rate and market risk premium
assumptions.

EPS Q1 Q2 Q3 Q4 FY FCCons

2010A i.58A O.20A a.07A O.91A 2.77A 3.05A

2011E 1.59A O.22A O.03A O.92E 2.76E 2.91E

Previous 1.59A O.22A O.03A 1,07E 2.90E na

2012E 1.59E O.23E O.22E 1.07E 3.12E 3.02E

Previous 1.59E O.24E O.26E 1.08E 3.17E na

2013E 1.61E O.24E O.23E 1.09E 3.17E 3.23E

Previous 1.61E O.24E O.27E 1,10E 3.23E na

Source: Company Reports and dataCentral. CIR. FC Cons: First Call Consensus.
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North Ar1i~Re~ ~lljl\ltgaaStates

Gas Utilities (GICS) I Integrated Natural Gas & Gas Utilities (Citi)

Atmos Energy Corp (ATO)
Expecting In-line Quarter; Limited Impact from Weather

IllI Fiscal1Q/12 EPS - We expect EPS on the quarter to be $0.85/ per share, 11 %
higher over the same period last year. Consensus is currently at $0.86. Weather
in ATO's service regions was unchanged compared to last year. We expect
modest perfonnance out of the Marketing unit ($7 mm EBIT), nearly half of
reported results last year.

IllI LOC - Our estimate for EBIT is $120 mm, unchanged over the same period last
year. Weather in ATO's footprint was mostly unchanged over the same time last
year. Investors should pay close attention on cost containment efforts in light of
relatively flat top-line growth.

11I1 Marketing - We don't anticipate any material changes to conditions in ATO's
operating regions or optimization programs. We expect see flat 4Q EBIT of $6
mm.

Neutral
Price (02 Feb 12)
Target price
Expected share price retum
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: ATO.N, BB: ATO US)

2
US$32.62
US$35.00

7.3%
4.2%

11.5%
US$2,943M

III Transmission & Storage - We expect ATO to report operating income of $29
mm, nearly $5 mm higher over the same period last year. Revenues at Mid-Tex
transportation should rise modestly.

II FY 2012 Earnings - Our 2012 EPS estimate is $2.44, while consensus is $2.38.
The stock trades at 12.8X 2013 earnings.

11I1 Target Price & Rating - We maintain our $35 price target and Neutral rating.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A O.76A 1.65A O.08A -O.21A 2,28A 2,34A

2012E O.o5E 1.44E O.15E o.OOE 2.44E 2.3OE

Previous O.88E 1.34E O.19E O.05E 2,46E na

2013E O.B6E U6E O.15E O.03E 2.50E 2.50E

Previous O.BBE 1.36E O.19E O.06E 2.4aE na

2014E O.B6E 1.44E O.16E O.06E 2.52E 2.65E

Previous D.B9E 1.41E O.19E O.06E 2.54E na

Source: Company Reports and dataCenlral, CIR. FC Cons: First Call Consensus,
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CASE NO, 2013-00146
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North Aril'E1lR~~ ~Uffite-aaStates

Multi-Utilities (GICS) I Integrated Natural Gas & Gas Utilities (Citi)

CenterPoint Energy Inc (CNP)
Raising to Buy; Little Downside; Cash in the Bank

III EPS - We expect earnings on the quarter to be $0.23 per share. Consensus is
currently at $0.19. Weather in the LDC's footprint was 10% warmer than last
year, however, we expect stabilization mechanisms will limit a material surprise to
earnings. We are taking down our FY 2012 estimates to $1.18 per share on 1)
warmer than normal weather in 2011 impacting 1&0; 2) removal of backhaul
contract in 03/11 and 3) the CEHE rate case.

II LOC - We expect operating income of $94 mm. Demand for gas will likely be
lower over the same period last year on warmer weather. However, favorable
regulatory mechanisms should limit any decline in operating income.

lIIl T&D - We estimate 40 EBIT of $58 mm, essentially flat YIY. We are also
adjusting our operating earning estimates for normalized weather in 2012. Our
new estimate for revenues is lower by $30 mm for 2012.

Buy
from Neutral

Price (02 Feb 12)
Target price

from US$21,OO
Expected share price return
Expected dividend yield
Expected total retum

Market Cap

Price Performance
(RIC: CNP.N, B8: CNP US)

US$18.58
US$22.00

18,4%
0%

22.7%
US$7,914M

III Pipelines - Our estimate for 40 EBIT is $68 mm, $6 mm higher than last year in
the same period. Our estimate for 2012 operating income is $267 mm, down
from $285 mm, This reflects the removal of the backhaul pipeline contract in

03/11.

II Field Services - Our estimate for EBIT is $43 mm, lower than last year's results.
We think the sell-off in the stock is in part due to potential delays in earnings
growth associated with Haynesville production growth in light of continued
weakness in natural gas prices. We are lowering the pace of growth and rate of
expansion of the gathering in our model. We expect total gathering volumes to
average -2.7 Bcf/d in 2012. We are deferring further expansions in the
HayneVille to 2014, assuming gas prices recover back above to $4/mmcf. CNP's
announced plans to develop a 300 mile gathering and processing project in MS
for 200 mmcf/d is a positive sign of potential growth in the company's footprint.
No financial details were released. We do not include any contribution from this
potential project.

1& Price Target & Rating - We are raising our target price to $22 per share. We are
raising our recommendation to Buy from Neutral. We think the recent sell off
provides a good entry point. CNP has considerable opportunities for growth,
particularly in their field services division, not excluding the option of setting up
an MLP structure for the business. In addition, the company could look to
recapitalize their balance sheet with the $1.7 BN from the True-up proceedings.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2010A O,33A O.20A O.25A O.27A 1.04A D.97A

2011E O.34A O.27A O.93A O.23E 1.7BE 1.14E

Previous O,34A O,27A O.30E O.24E U6E na

2012E O.35E O.25E O.32E O.25E 1.18E 1.19E

Previous O.37E 033E O.34E O.27E UOE na

2013E O.36E O.26E O.33E O.26E 1.20E 1.28E

Previous O.38E O.34E O.35E O.29E 1.36E na

Source: Company Reports and dalaCBnlral, CIR. FC Cons: First Call Consensus.
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CASE NO, 2013-00148
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North Arr;~R6~ ~~te-&States

Oil & Gas Storage & Transportation (GICS) I Integrated Natural Gas & Gas
Utilities (Citi)

Cheniere Energy Inc (LNG)
Fully Contracted; Awaiting Final Regulatory Clearance

III Capacity Sold Out - Cheniere Energy closed out the sale of its final vacant train
in January/12 to KOGAS. KOGAS has the title of largest LNG importer in the
world and the main gas provider in Korea. Tenms of the deal are in-line with those
of train 4. LNG also announced the sale of another 2 mtpa to BG Group, raising
their capacity to 5.5 mtpa following the completion of all four trains at Sabine
Pass. The incremental volumes purchased will be the residual capacity available
from each of the four trains, The total project could generate upwards of $2.7 BN
in EBITDA at COP by 2018.

III Regulatory - The FERC staff concluded the environmental assessment for the
liquefaction plant on Dec 27/11 moving the final approval to the Commission for a
final approval. We believe the FERC will issue a final construction penmit by the
end of March.

Buy/High Risk
Price (02 Feb 12)
Target price
Expected share price retum
Expected dividend yield
Expected total return

Market Cap

1H
US$12.63
US$16.00

26,7%
0.0%

26.7%
US$1,523M

III Funding - Following the receipt of the final penmit, we expect LNG to access the
capital markets for $5 BN. There is a high probability the company will tap the
markets before the end of 01/12. Cheneire has engaged a long list of banks that
will each provide a portion of the debt financing. The remaining equity piece will
likely come from a consortium of private equity funds. The equity raise will likely
come at COP, given where the common units currently trade versus LNG
common stock. The exact fonm of the equity is uncertain, but it will likely defer
any cash payments until the second train comes on-line in 2016.

Price Performance
(RIC: LNG.A, BB: LNG US)

III Recommendation - We maintain our Buy rating and $16 target price. We
believe the project has substantially been de-risked given the quality of the
customer list Cheniere has signed up. Our valuation only considers phase 1 at
this point. We will reassess our position once the construction commences on the
first phase.

EPS Q1 Q2 Q3 Q4 FY Fe Cons

2010A -O,64A -O.79A -O,74A -1,51A -3.69A -2.81A

2011E -O.60A -O.67A -O.67A ·O.41E -2.25E -2.16E

Previous -O,60A -D.67A -O,67A -O,41E -2,25E na

2D12E -Q.40E -OAOE -O.40E -OAOE -1.60E -1.08E

Previous -DADE -OADE -OAOE -OAOE -1.6DE na

2D13E na na na na -1.62E -UOE

Previous na na na na -1,62E na

Source: Company Reports and dalaCentral. CIR. FC Cons: First Call Consensus,
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EI Paso Corp (EP)
Downgrading to Neutral on Valuation; Expect Deal to Close in Q2

.. Company Update

.. Rating Change

.. Target Price Change

.. Estimate Change

Faisel Khan, CFA
+1-212-816-2825
faisel.khan@citi.com

Neutral
from Buy

Price (02 Feb 12)
Target price

from US$22.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: EP.N, BB: EP US)

2

US$27.02
US$29.00

7.3%
0.6%

7.9%
US$20,838M

.. Rating & Target - We are downgrading EP to Neutral from Buy. Our target is
now $29p/s, which is today's implied deal price, calculated as follows: $14.65
cash per share + $13.60 stock component + $0.96 for the warrant = $29.20p/s.
We do not annualize our 10% total return through 6/30/2012 in our valuation
(implied annualized return of -25%) as this is not an all-cash deal and investors
are exposed to KMI share price performance. The current arbitrage spread
annualized return is -10%, assuming a 20% funding cost for KMI and the
$0.37p/s dividend.

.. Timeline to Deal close - EI Paso expects the deal to close some time in 02'12.
We assume 6/30/2012 as the closing date in our model. At this time, both
company's board of directors have approved the deal (effective 10/16/11). FERC
approval & Hart-Scott-Rodino are still pending. We expect both KMI & EP
Shareholders to vote on the deal in early March. It is our view that this transaction
will close. However, as we have outlined in our initial KMI - EP merger note from
10/17/2011 note EI Paso & Kinder Morgan Merger: Initial Takeaways, the
combined entity may be required to shed some assets (probably in the Rockies)
to satisfy anti-trust provisions.

III Q4'11 - Our estimate is $0.33p/s versus the Street at $0.28p/s. For 2012, our
stand-alone EP estimate is $1.26/s vs. the Street at $1.22p/s.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2010A O.31A O.21A O.19A O.09A O.96A O.9BA

2011E O.OBA O.25A O.1BA O.33E 1.05E 1.03E

Previous D.DBA D.25A O.20A O.32E t07E na

2012E O.34E O.23E O.26E O.43E 1.26E l.22E

Previous O.32E O.22E O.23E O.37E 1.15E na

2013E O.46E O.34E O.34E O.48E 1.63E 1.50E

Previous OAOE O.30E O.30E OA1E 1.40E na

Sourre: Company Reports and dalaCentrEl, CIR. Fe Cons: First Call Consensus.
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Oil & Gas Storage & Transportation (GICS) I Pipelines (Citi)

Enbridge Inc. (ENS)
Maintain Neutral Rating; Growth Priced In

III EPS - We estimate Enbridge will earn $0.41 pIs in 04'11 vs. the Street at
$0.39p/s. Our 2012 estimate is $1.64p/s, essentially in-line with consensus of

$1.63p/s.

II Liquids Pipelines - We expect ESIT of $230mm up from $201mm in Q4'10.

Our 2012 estimate is $1 bn as a result of continued oil sands & Bakken volume

growth.

Timm Schneider
+1-212-816-2808
timm.schneider@citi.com

Neutral
Price (02 Feb 12)
Target price
Expected share price retum

Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: ENS.N, SS: ENS US)

2
US$38.07
US$36.00

-5.4%
3.0%

-2.5%
US$29,758M

II Earnings & Cash Flow - We estimate that ENB will grow earnings -12% per
annum through 2015, slightly above company guidance of 10%. Our estimate is
based on growth capex of -$9bn from 2012 - 2015. Our estimates could prove

conservative if ENS were to secure additional projects beyond our assumptions.
Enbridge has identified in excess of $20bn of potential additional growth projects
over the next 5 -10 years. We estimate a -$3bn funding gap in 2012 based on
total capex of $5.3bn. We expect ENB to use the debt market as a primary
source of funds as outlined at the company's analyst day in October. We do not
think an equity issuance is likely.

II Catalysts - Enbridge is levered to Canadian oil sands production growth, which

we peg at ~5% per annum through 2015. Our volume assumptions on ENS's
Mainline pipeline system could be conservative if actual oil sands production
were to exceed our forecasts. In such a scenario, additional growth projects
would likely also push to the fore. We estimate that TransCanada's Keystone XL
pipeline (Which we assume will be built - eventually) could pull 150- 250Kbbls/d
off the ENS system. If Keystone XL were to be delayed further, legacy volumes
would continue to add to the earnings mix.

II Valuation - We use four equally weighted methodologies to derive our $36
Target Price. We value shares of ENS at $36 pIs on an NAV basis, $37 based on
a DCF model, $36p/s on an EV I EBITDA basis & $36p/s on a long-term PIE
multiple.

EPS Q1 Q2 Q3 Q4 FY FCCons

2010A a.46A 0.18A 0.21A O.44A 1.29A 1.33A

2011E O.MA U.24A O.31A O.41E 1.41E 1.48E

Previous O.44A 0.24A 0.31A O.41E 1.41E na

2012E O.49E O.37E O.33E O.46E 1.ME 1.63E

Previous 0.49E O.37E O.33E O.46E 1.64E na

2013E O.59E O.41E O.39E U.5UE 1.89E 1.B9E

Previous 0.59E O.41E O.39E a.50E 1.89E na

Source: Company Repmts and dataCentral, CIR. FC Cons: Firsl Call Consensus.
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Integrys Energy Group, Inc. (TEG)
Stock Trading at Low-end of Range

II Company Update
II Target Price Change
II Estimate Change

Faisel Khan, CFA
+1-212-B16-2B25
faisel.khan@ciU.com

Neutral
Price (02 Feb 12)
Target price

from US$51,OO

Expected share price return
Expected dividerJd yield
Expected total return

Market Cap

2
US$52.49
US$56.00

6.7%
5,2%

11.9%
US$4,109M

III 40111 EPS - We estimate 4Q EPS of $1.02 per share. Weather during the
quarter was -15% warmer over last year within TEG's service region, Consensus
is currently at $0.97. Energy Services could surprise to the upside.

1'1 Gas Utility - Our estimate for 04/11 operating earnings is $86 mm, up 10% over
the same period last year on expectations of better gross margins. The impact of
weather should not be material given the company has weather stabilization
mechanisms in place for the majority of its jurisdictions. On Jan 10/12, Peoples'
Gas and North Shore were granted rate increases by the ICC for $58 mm (9.45%
ROE, 49% Equity, $1.36 BN rate base), and $2 mm (9.45% ROE, 50% Equity,
$188 mm rate base). The commission also authorized both utilities permanent
use of a volume balancing adjustment rider, which essentially acts as decoupling
mechanism. The rider impacts the cost for delivering gas rather than charges
associated with gas usage. Our model reflects these rate increases beginning in
2012.

II Electric Utility - 40/11 EBIT is estimated to be $48 mm. We are adjusting our
expense assumptions on the quarter for seasonality and recent performance. We
don't anticipate any material upside surprises. During the quarter, UPP Co. was
granted a 4% increase in electric rates starting in 2012.

II Energy Services - Our estimate 40 EBIT of $11 mm, 22% higher than last year.
Earnings momentum continues to look favorable within the segment and has
surprised to the upside in 2011 compared to our expectations.

Price Performance
(RIC: TEG.N, BS: TEG US)

II Target Price & Rating - We are raising our target price to $56 per share based
on our revised assumptions for risk free rates and risk premium, in addition to our
valuation methodology. We maintain our Neutral rating but acknowledge that the
stock is modestly undervalued against its peers. Our 2012 estimate is 8% above
the Street and the stock is currently trading at 13.6x our 2012 estimate. Earnings
growth within the Energy Services division appears to have stabilized after
several quarters of uncertainty related to the legacy non-regulated business. If
management can continue to grow earnings at the pace of the last couple
quarters, that could result in an increase in core earnings power of the firm and
warrant additional upside.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2010A 1.49A O.24A O.08A O.84A 2,64A 3.13A

2011E 1.57A U.36A U.5UA 1.02E 3.44E 3.34E

Previou5 1.57A O.36A O.22E 1.13E 3,27E na

2012E 1.B5E U.S5E O.20E 1.26E 3.B5E 3.55E

Previou5 1.84E O.52E O.24E 1.25E 3.86E na

2013E na na na na 4.U2E 3.64E

Previous na na na na 3.95E na

Source: Company Reports and dataCentral, CIR FC Cons: Fi ",t Call Consensus,
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Oneok Inc (OKE)
Downgrading to Neutral on Valuation

• Company Update
• Rating Change
II Target Price Change
II Estimate Change

Falsel Khan, CFA
+1-212-816-2825
faisel.khan@citi.com

Neutral
from Buy

Price (02 Feb 12)
Target price

from US$75.00
Expected share price retum
Expected dividend yield
Expected total return

Market Cap

2

US$80.90
US$86.00

6.3%
3.0%

9.3%
US$8,332M

.. Target Price and Rating - We are downgrading shares of OKE to Neutral from
Buy on Valuation. Our target price is $86, up from $75 preViously as a result of
updated operating assumptions at OKS (in-line with our MLP Team estimates).
While we do not argue with the solid free cash flow profile (-200mm total through
2015, post buyback) and the company's exposure to the secular midstream
growth story, we believe that this is fully discounted in the shares at current
levels. We use four equally weighted target price inputs to derive our $86 target.
We value OKE at $91p/s on an NAV basis, $93 on a DCF basis, $78 on long­
term PIE & $84 on an EV/EBITDA basis.

.. EPS - Our estimate for the quarter is $1.07 per share, above consensus of
$1.02, We have lowered our estimates for the distribution business to account for
warmer than normal temperatures (down -15%), however, we now model
stronger contribution from OKS, driven by NGL optimization margins. Our FY
2012 EPS is $3.81 vs. the Street at $3.71. We assume $100 oil, $3.25 gas & an
average NGL price of $1.27 in 2012.

llll Distribution - We estimate 40 EBIT of $52mm vs. $61 mm in 04'10. We have
lowered our number to adjust for lower retail marketing margins (previously at
Energy Services). Our 2012 EBIT estimate is $225mm.

II Energy Marketing - We estimate EBIT for 40 will be $3.2mm versus $20mm a
year ago as a result of lower volumes &margins. Our 2012 EBIT estimate is
$40mm. OKE continues to reduce the physical size of this business by paring
down storage commitments.

Price Performance
(RIC: OKE.N, SS: OKE US)

II OKS - We estimate 40 EBIT of $328mm, in-line with our MLP Team of
-$325mm, and -$150mm reported in 04'1 D. Continued strength at OKS is
mostly driven by the NGL segment, where we expect EBIT to have tripled to
$24omm in 04'11 from $80mm in 04'10. While our NGL Gathering &
Transportation contribution and also fractionation is roughly flat y/y (-$25mm &
$108mm), the main driver remains OKS' optimization business, where we expect
an increase in revenues to -$175mm from $20mm in 04'10. This is largely
driven by an increase of Conway - Ethane Belvieu differentials that averaged
-$0.50/gal in 04'11 vs. $0.08/gal in 04'10, implying an uptick in margin to
$5.04/bbl from $0.50/bbl y/y.

EPS 01 Q2 03 04 FY Fe Cons

2010A l.44A O.39A O.42A O.74A 2.99A 3.10A

2011E U9A O.51A O.57A 1.07E 3.35E 3.30E

Previous 1.19A O,51A O.54E O.84E 3.0BE na

2012E 1.50E O.69E O.ME O.98E 3.81E 3.71E

Previous 1.43E O,6iE O.67E 1.02E 3.73E na

2013E 1.56E O.82E O.90E 1.24E 4.53E 4.20E

Previous 1.49E O.7iE O.77E 1,iiE 4.07E na

Source: Company Reports and dataCentrnl, CIR. FC Cons: First Call Consensus.



Natural Gas & Gas Utilities
3 February 2012

Company Focus

III Company Update
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Questar Corp (STR)
Maintain Buy; Solid FCF; Wexpro II is "Free" Option

II EPS - We estimate that STR will earn $0.31 in 04'11 versus consensus of
$0.33p/s. STR's utility is decoupled and has weather normalization covenants in
place, protecting volumes against the warmer weather (15 - 20% on average).
Our 2012 & 2013 estimates are $1.21 pIs & $1.32p/s vs. consensus of $1.15p/s &
$1.28p/s respectively.

Ill! Wexpro - We expect 04'11 EBIT of $28.3mm and a rate base of $446mm. We
assume an after-tax rate of return of -20%, For 2012, our capex estimate is
$120mm and an average after-tax rate of return of20%. We estimate EBIT of
$125mm in 2012.

Buy
Price (02 Feb 12)
Target price
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: STR.N, BB: STR US)

1
US$19.41
US$20.50

5,6%
3,1%

8.8%
US$3,451M

II Questar Gas - We expect 04'11 EBIT of $32mm. STR's utility, for the most
part, is not affected by weather due to weather normalization. Our 2012 EBIT
estimate is $92mm, which we expect to grow -13% annually through 2014 as a
result of rate base growth (feeder line replacement program).

III Questar Pipeline - We estimate 04'11 EBIT of $38mm. Our 2012 estimate is
$150mm. Skull Creek, ML40, ML104 & Fidlar are adding to the y/y uptick.

III Wexpro II - In our opinion, the Wexpro addendum could manifest itself via 3
potential scenarios: 1) STR enters into a long-term agreement with a power
provider (i.e. Rocky Mountain Power): 2) STR enters into a "Wexpro" like
agreement with another utility or municipality (most likely in surrounding states);
or 3) STR purchases PUD's (proved undeveloped reserves) under a cost-of­
service-gas contract for Ouestar Gas.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2010A O.41A 0.20A O.16A O.35A 1.12A 1.45A

2011E O.39A O.22A O.i8E O.3iE l.liE 1.1SE

Previous 0.39A 0.22A 0.18E O.31E 1.11E na

2012E O.43E O.2SE O.20E O.34E 1.21E i.20E

Previous O.43E 0.25E 020E 0.34E 1.21E na

2013E O.49E O.28E O.19E O.37E 1.32E 1.28E

Previous 049E O.28E 0.19E 0.37E 1,32E na

Source: Company Reports and dalaCe"lral, CIR. FC Cons: First Call Consensus,
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Faisel Khan, CFA
+1-212-816-2825
faiset khan@ciD.com
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Sempra Energy (SRE)
Awaiting GRC Decision; Setting up for Cost of Capital Hearings

II EPS - Our 4Q/11 EPS is $1.06 per share. Our estimates include the
preannouncement related to the Wildfire insurance claim. Weather was colder
than average, as HOD's were nearly 30% higher year-aver-year in 4Q, however,
we don't expect material impact on earnings given stabilization programs
currently in place at the utilities. We could get upside to our estimates if additional
LNG cargoes were turned away.

II General Rate Cases - Investors should expect an update on the status of the
GRC. We think the chances of a settlement are limited at this point in the
process. We think a final decision will be handed down by the CPUC towards
the end ofQ1/12.

Buy
Price (02 Feb 12)
Target price
Expected share price retum
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: SRE.N, BB: SRE US)

1
US$57.61
US$60.00

4,1%
2,7%

6.9%

US$13,816M

II Cost of Capital Rate Case - We expect an update on the earnings call
regarding the cost of capital proceedings that will begin in Q2/12. Investors
should look for color regarding the anticipated impact of lower interest rates could
have on the cost of capital and the rates of return which will likely be lower than
the last cycle.

• Renewables - During the quarter, SRE announced details on further expansion
into the renewable space. See our note: Sempra Energy (SRE) - Expanding
Wind Portfolio JV; Updating Earning Estimates for further details.

III Acquisition - SRE expanded its foot print within the Southeast. The US Gas &
Power division acqUired a privately held natural gas utility in Alabama with 20,000
existing customers. RegUlatory approval is still pending. SRE owns Mobile Gas,
an LDC that serves 90k customers in Alabama with several storage and pipeline
assets in MI, LA, AL.

II Cameron LNG - Sempra is awaiting approval from the Dept. of Energy for a
license to export nearly 2 Bcfld of natural gas to non-free trade agreement
countries. An application to the FERC is also in the pipeline. SRE has
authorization to import 1.8 Bcfld.

II Target Price and Rating - We maintain our Buy rating and our target price
remains unchanged at $60 per share.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2010A O.B4A 1.02A 1.06A 1.22A 413A 3.61A

2011E tOGA 2.11A 1.22A 1.06E 4.41E 4.31E

Previous 1.06A 2.11A 1.22A 1.06E 4.41E na

2012E 1.66E O.92E O.96E 1.20E 4.7SE 4.49E

Previous 1,66E O.92E O.96E 1.20E 4.75E na

2013E na na na na S.18E 4.86E

Previous na na na na 5.18E na

Source: Company Reports and dataCBntral, CIR. FC Cons: First Call Consensus,
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Faisel Khan, CFA
+1-212-816-2825
faisel.khan@citi.com
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North America I United StatesNorth Am~fle\:i rFt.Jffitec¥States
Oil & Gas Storage & Transportation (GICS)Oil & Gas Storage &
Transportation (GICS) I Integrated Natural Gas & Gas Utilities

tCiti\lnt~(Jrat~dNatural Gas & G:lS Utilities ICitil

Southern Union Co (SUG)
Downgrading SUG on Valuation; Expect ETE deal to close.

III Update - Following a hiatus, in which we were unable to publish on this name,
we are introducing our recommendation of Neutral on SUG, from Buy previously.
See "Guide to Citi Investment Research Analysis (CIRA) Fundamental Research
Investment Ratings" in the Important Disclosures section of Appendix A1 for a
description of our rating system. CIRA's investment ratings are BUY, Neutral, and
Sell. Our ratings are a function of analyst expectations of expected total return
("ETR") and risk. Risk ratings take into account price volatility and fundamental
criteria. Stocks will either have no risk rating or a High risk rating assigned

III Rating & Target - We are downgrading shares of SUG to Neutral from Buy.
Our target price of $43.50 (up from $39p/s previously) is based on the implied
take-out value ETE has agreed to pay for each share of SUG. We derive our
match as follows: $44.25 Cash component x 60% weighing + $42.75 ETE closing
price on 1130/2012 x 40% weighing = $43.50pls.

Neutral
from BuylMedium Risk

Price (02 Feb 12)
Targ et price

from US$38.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: SUG.N, S8: SUG US)

2

US$43.45
US$43.50

0.1%
1.4%

1.5%
US$5,420M

III Deal Milestones - Since the deal announcement on 6/16/2011 the transaction
has cleared required anti-trust provisions (HSR, effective 07/28/2011) and
received approval from the FCC (effective 09/08/11), FERC (effective 10/06/11)
and SUG shareholders (12/09/11). We expect this transaction to close on or
around 3/31/2012.

EPS Q1 Q2 Q3 Q4 FY FCCons

2010A a,45A O.55A O.29A OA5A 1.86A 1.79A

2011E O.54A O.47A O.46A O.49E 1.93E 1.89E

Previous O.54A a,30E a.39E OAGE 1.67E na

2012E OAOE a.41E 0.43E O.52E 1.76E 2.08E

Previous O.46E O,48E O,48E O.56E 1.99E na

2013E OABE O.50E O.47E a.55E 2.00E 2.30E

Previous O.49E a,51E a,47E a.55E 2.03E na

Source: Company Reports and dalaCenlral. CIR. FC Cons: First Call Consensus.
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Southwest Gas Corp (SWX)
Above Consensus on Earnings; Anticipating Dividend Increase

IIlI Company Update
IIlI Target Price Change
III Estimate Change

Faisel Khan, CFA
+1-212-816-2825
faisel.khan@citi.com

Buy
Price (02 Feb 12)
Target price

from US$45,OO

Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: Swx.N, BB: SWX US)

1
US$42.26
US$47.00

11.2%
2,4%

13.6%
US$1,940M

II 4Q/11 Earnings - We are raising our 4Q EPS from $0.97 to $1.05 on colder than
normal temperatures during the quarter. We estimate HDD were 30% higher than
last year within SWX's service territory. Our valuation takes into account the
recent rate case (Dec/11) announced in AZ.

l1li LDC - We expect 4Q EBIT of $84 mm, marginally higher over Q4/1 O. The most
significant development during the quarter was the settlement in the AZ rate
case. The ACe granted a $53 mm rate increase and full revenue decoupling,
however, the settlement also requires an extended moratorium before SWX can
file its next rate case which could occur towards the middle part of the decade.

.. Construction Services - Our estimate for 4Q EBIT is $11 mm, an increase of
10% over the same period last year, We anticipate demand for pipeline
replacement services should remain healthy for the next several quarters,
however, our numbers are conservative and have room for upside. We could see
an additional $0.02 upside from our estimates if operating earnings come in at
levels as they did in Q3/11.

.. Dividend Increase - We expect management to eventually increase the
dividend to a more competitive rate. The current payout ratio is in the low 40%
range. We believe management will aim to bring this more in-line with its peers.
An increase to the dividend of 30% from current levels would raise the payout
ratio to the 45% range.

III Target Price and Rating - We are raising our target price to $47 per share. We
maintain our Buy rating on valuation, continued strength in the core Utility
segment and a potential pick-up in business in the pipeline construction
business.

EPS Q1 Q2 Q3 Q4 FY Fe Cons

201M 1.41A -O.02A -O,11A O.97A 2.24A 2.27A

2011E UBA O.09A ·O.34A L05E 2.28E 2.23E

Previous 1.48A O.09A -O,18E O.97E 2.35E na

2D12E 1.B7E O.OBE O.07E L26E 3.05E 2.56E

Previous 1.68E O.16E -OO7E 1,17E 2.95E na

2013E na na na na 3.12E 2.64E

Previous na na na na 3.02E na

Source: Company Reports and dataCentral, CIR. FC Cons: First Call Consensus.
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CASE NO. 2013-00148
ATTACHMENT 1

North Arti~R~~ ~'t.l'ffite·OSStates
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Utilities (Citi)

Spectra Energy Corp (SE)
Good Project Line-up; Premium Assets; Fairly Valued; 4Q Miss

.. EPS - SE reported 04 earnings per share of $OA4, in-line with our estimates
and below consensus of $OA8. Overall, EBIT was $287 mm. W Canada and

Field Services were the largest deltas to our estimates, primarily on weaker NGL
prices. SE's gUidance for 2012 is $1.90 per share, slightly higher than our
estimate of $1.88.

II Gas Transmission - 40'11 EBITwas $226 mm, slightly below our estimate of
$229 mm on higher O&M costs (5% Y-o-Y). Throughput volumes were 2% higher
over the same period last year.

II Gas Distribution -40'11 EBlTwas $120 mm, slightly higher than our $118 mm
estimate. Operating margins were slightly lower. The warmer weather had a
dramatic impact on heating degree days and pipeline volumes. HOD's and
volumes were both 11 % lower over last year. Customer count was up a fraction.

Neutral

Price (02 Feb 12)
Target price

from U5$26.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

2
US$30.87
US$32.00

3.7%
3.6%

7.2%

US$20,076M

II W. Canada - Growth continued to ramp-up as EBIT was $137 mm, higher than
our estimate of $108 mm as throughput and volumes processed continued to
edge higher over last year on the continued development of the Horn River.
Operating margins were up 9% Y-o-Y as SE continues to benefit from favorable
contract pricing in the region.

IlIl DCP Midstream - DCP reported EBIT of $96 mm, lower than our estimate of
$129 mm. The miss is attributable to NGL production curtailments in the Permian
Basin. Liquids production was up 6% over last year, while falling natural gas
prices had somewhat of an impact on results.

Price Performance
(RIC: SE.N, SS: SE US)

II Target Price and Rating - We maintain our Neutral rating and are raising our

target price to $32 on revised earnings guidance and macro assumptions in our
valuation model, namely a lower risk free rate and updated market risk premium.
Our FY 2012 EPS is $1.88 per share.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2010A 0.49A 0.27A 0.31A 0.50A 1.57A 1.57A

2011E O.S3A O.42A O.37A O.44E 1.76E 1.77E

Previous 0.53A 0.42A 0.41E O.44E 1.80E na

2012E D.57E O.SOE O.28E 0.S3E 1.88E 1.87E

Previous 0.48E 0.34E 0.38E 0.45E 1.64E na

2013E O.62E O.53E 0.30E O.S8E 2.02E 2.00E

Previous 0.52E 0.40E 0.43E 0.52E 1.87E na

Source: Company Reports and dataCentral, CIR. FC Cons: Rrs! Call Consensus.
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TransCanada Corp (TRP.TO)
w. Power Strong on Outage; Keystone XL Pushed out to 2014

Ii EPS - Our estimate for the quarter is $0.43 per share, below consensus of
$0.55. We expect continued weakness in US power which could be partially
offset by stronger results in W. Power, on a spike in prices in the middle of the
quarter due to an unplanned outage in AB. Our FY 2012 EPS is $206. We are
shifting earnings from Keystone XL one year out to 2014. Our view remains that
the pipeline will not gain regulatory approval untill the US election is concluded at
the end of 2012.

Faisel Khan, CFA
+1-212-816-2825
faisel.khan@citi.com

Neutral
Price (02 Feb 12)
Target price

from C$40.00
Expected share price return
Expected dividend yield
Expected total return
Market Cap

2
C$41.58
C$42.00

1.0%
3.8%

4.9%
C$29,239M

US$29,261M

II Pipeline - We estimate 40 EBlT of $505 mm. An application for interim tolls for
2012 on the Mainline and Alberta System were filed during 04/11 with the NEB.
An interim toll is currently in place. The application for Nova System to Dawn has
a toll of $1.29 per gigajoule, down more than 30% from tolls in 2011. We expect
the influx of Marcellus and Utica shale to put pressure on the Mainline. The NEB
will hear TRP's application in June/12. A decision on the rate case could be
handed down in early 2013.

II Power - We estimate operating income for 40 will be $230 mm, marginally
higher on stronger YIY Alberta power prices which rose on an unplanned outage
in November. Capacity prices in the NYISO remain tepid. Capacity market prices
in NY Zone J appear to have bounced of their lows follOWing the legal case
between TRP and the NY regulators. We don't expect material upside in capacity
prices unt1l these issues are resolved. During the quarter, TRP announced a deal
to acquire long-term contracted solar assets in Ontario, which will come online by
2013. Our valuation doesn't reflect the earnings potential from these projects.
We anticipate the Bruce Power A units to come back online in early 2012 and
include it in our earning estimates.

Price Performance
(RIC: TRP.TO, BB: TRP CN) III Keystone - We estimate 40 EBIT of $92 mm. Despite various initiatives being

discussed by legislators, we view Keystone XL's future delayed to at least 2014.
We think options to export crude from the Oil Sands are being considered but not
likely to come to fruition until the political environment in the US gains clarity.

II Target Price and Rating - We raising our target price to $42 from $40 on our
revised interest rate and market risk premium assumptions.

EPS Q1 Q2 Q3 Q4 FY FCCons

2010A Q.48A OAOA Q.53A O.39A 180A 1.96A

2011E O.62A O.5OA O.54A O.43E 2.09E 2.27E

Previous O,62A O.SOA O.S9E O.SOE 2.22E na

2012E O.52E O.54E O.74E O.59E 2.39E 2.44E

Previous O,54E O.57E O.73E O.S9E 2.44E na

2013E O.S9E O.62E O.75E O.61E 2.56E 2.67E

Previous O,68E O.72E O.S5E O.74E 2.99E na

Source; Company Reports and dalaCenlTal, elR. Fe Cons: Firs! Call Consensus,
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Falsel Khan, CFA
+1-212-816-2825
faisel.khan@citi.com
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Multi·Utilities (GICS) I Integrated Natural Gas & Gas Utilities (Citi)

Vectren Corp (WC)
Earnings Ahead of Consensus; Coal Stable, Flat Utilities

II 4Q EPS - Our estimate for the quarter is being revised lower to $0.62 from $0.66
per share on results from the most recent quarter and adjusted outlook for WC's
segments. Consensus is $0.56 per share. Our FY 2012 estimate is $1_87 per
share. Weather in WC's tenitory was 15% warmer than last year. However, we
expect weather stabilization mechanisms will neutralize the impact on earnings.

III Gas Utility - We estimate operating income for the quarter of $48 mm,
marginally higher over the same time last year. Weather could have a marginal
impact on earnings but we don't believe it to be material.

II Electric Utility - We expect operating earnings in 4Q of $33 mm. Our estimates
assume a slight improvement in gross margins over last year, No material
regulatory events are expected in the next few quarters at WC's utilities.

Neutral
Price (02 Feb 12)
Target price

from US$26.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: WC.N, BB: we US)

2
US$28,80
US$28.00

-2.8%
4.9%

2.1%

US$2,357M

III Non-Utility - We estimate EBIT of $23 mm. During the quarter, Vectren exited
the retail natural gas business, selling their unit for $39 mm in cash and working
capital. The unit served nearly 300k customers in OH, IN, and NY.

III Coal - We estimate gross margins per ton of $8, implying EBIT of $1 amm.
Physical coal prices edged up slightly during the quarter. Our estimates don't
assume a material change in operating expenses.

II Target Price and Rating - We are raising our target price to $28 per share in­
line with our new macro assumptions outlined in our note.

EPS Q1 Q2 Q3 Q4 FY FCCons

2010A O,7BA 0.11A 0.20A 0.56A 1.64A 1.64A

2011E O.55A O.1BA O.43A D.62E 1.79E 1.71E

Previous O,55A 0.1BA 0.25E 0.62E 1.60E na

2012E D.72E D.15E D.33E 0.67E 1.87E 1.87E

Previous O,71E 0.14E 0.32E 0.67E 1.B4E na

2013E O.74E O.15E O.33E O.69E 1.92E 1.98E

Previous O.73E 0.15E 0.32E 0.68E 1.89E na

Source; Company Reports and dataCentral, CIR. FC Cons; First Call Consensus,
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The Williams Companies Inc (WMB)
Visible Growth & Cash Flow Generation; Buy

III Finally Back - Following a hiatus, in which we were unable to publish on this
name, we are introducing our recommendation of Buy on WMB (Buy previously).
See "Guide to Citi Investment Research Analysis (CIRA) Fundamental Research
Investment Ratings" in the Important Disclosures section of Appendix Ai for a
description of our rating system. CIRA's investment ratings are BUY, Neutral,. and
Sell. Our ratings are a function of analyst expectations of expected total return
("ETR") and risk. Risk ratings take into account price volatility and fundamental
criteria. Stocks will either have no risk rating or a High risk rating assigned.

Faisel Khan, CFA
+1-212-816-2825
faisel.khan@citi.com

Timm Schneider
+1-212-816-2808
timm.schneider@citi.com

Buy
from Buy/Medium Risk

Price (02 Feb 12)
Target price

from US$31.03
Expected share price return
Expected dividend yield
Expected total return

Market Cap

US$28.84
US$32.50

12.7%
3.8%

16.5%

US$16,999M

III EPS - We estimate that WMB will earn $0.38/s in 04'11 versus consensus of
$0.42. Our FY 2012 EPS is $1.64 vs. the Street at $1.47. We assume $100 oil,
$3.25 gas & an average NGl price of $1.27 in 2012.

.. Canadian Midstream & Oletins - We calculate 04'11 EBIT of $48mm vs.
$54mm in 04'10 and $73mm in 03'11. We estimate that ethylene margins at
Geismar were down -38% sequentially to -$0.13/lb, in-line with our official CI RA
chemicals team forecast, while Propylene margins in Canada declined -32%
sequentially. We model flat volumes vs. 03 of 270mm Ibs at Geismar and 38mm
Ibs in Canada. Our 2012 EBIT estimate is -$314mm, in-line with the midpoint
guidance range of $275- 350mm. We estimate a 30'12 start-up for Boreal.

III WPZ - We estimate that WPZ will generate -$445mm of EBIT in 04'11. At
Midstream, our estimate is $289mm, up from $260mm in 04'10 and down from
$301mm in 03'11 due to lower sequential G&P revenues. Our 2012 EBIT
estimate is $1.4bn, in-line vs. company guidance of $1.1- 1. 5bn. At the Gas
Pipeline, our 04'11 estimate is $186mm vs $160mm in 04'10 as a result of
growth projects. Our 2012 estimate of $730mm is slightly more optimistic than
guidance of $680 - $720mm.

Price Performance
(RIC: WMB.N, BB: WMB US)

III Cash Flow & Yield - We now assume that WMB will payout a 2012 dividend of
$1.10p/s, up 50% from 2011 levels. We estimate that the dividend will grow an
additional 15% to $1.26p/s in 2013 (guidance is 10-15% growth y/y), making
WMB a compelling yield play with an implied 2012 & '13 yield of 3.8% & 4.4%,
respectively. We estimate an average payout ratio of 67% in '12 & 65% in '13.
Overall we estimate that WMB will grow the dividend -13% through 2015, with
room to accelerate. Our FCF assumption from 2013- 2015 is an average -$250
per year.

EPS Q1 Q2 Q3 Q4 FY Fe Cons

2010A O.99A O.29A 0.23A 0.32A 1.21A 1.28A

2011E O.3M O.39A MOA O.3SE i.52E i.56E

Previous 0.33E O.28E O.29E 0.34E 1.23E na

2012E O.37E O.39E O.43E O.45E 1.64E i.47E

Previous O.44E 0.43E O.52E O.59E 1.97E na

2013E CASE O.46E O.47E O.49E i.91E i.60E

Previous 0.65E 0.60E 0.62E 0.67E 2.54E na

Source: Company Reports and dalaCentral, CIR. FC Cons: Firsl Call ConSBnSUs.
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AGL Resources Inc

Company description

AGL Resources (AGL) is a natural gas distribution company serving over 2.3 million
customers in six eastern U.S. states through its regulated gas delivery businesses.
AGL also operates three subsidiaries, Sequent Energy Management, Southstar
Energy Services and Pivotal Energy Development, which provide merchant energy
services, retail energy supply and storage capacity.

Investment strategy

We rate the shares of AGL (AGL) Neutral (2). AGL has created shareholder value
through a focus on operational efficiency at its legacy operations and by capital
discipline through investments in under-managed assets. AGL will be able to grow
earnings through a combination of rate relief and capital growth at its utilities and
construction of storage fields at its Energy Services segment. Earnings at the
wholesale gas business could be volatile as margins are highly dependent on
seasonal price differentials and basis spreads, however this is now a relatively small
part of earnings.

On December 7, 2010, AGL announced the acquisition of Nicor for $3.1 billion.
While the deal appears expensive, we believe the deal can be a accretive through a
combination of balance sheet optimization and synergies at the wholesale business.

Valuation

We apply four valuation methods to derive a $43 target. Our NAV yields a value of
$45. We value regulated assets at a multiple of rate base (1.5x for utilities, 1.5x for
pipelines/storage). We value the Energy Investments unit, which includes storage
assets and a propane facility at 8x 2011 EBITDA (in-line with the pipeline/storage
multiple), given the stable cash flows. AGL's wholesale and retail segments at
slightly lower multiples, considering their less stable earnings and cash flow profiles.
These segments are valued at 6x and 7.5x 2011 EBITDA, in-line with midstream
and marketing multiples. These values are partially offset by AGL's net debt.Atlanta
Gas Light includes regulatory assets associated with the pipeline replacement
program, which we treat as rate base as the program's costs earns a return on
capital invested. Environmental Recovery Costs are not included in rate base, as no
return is associated with this program.Our DDM values the company at $49. We
calculate a hypothetical dividend, based on AGL's regulated capital growth,
authorized returns and cost of equity to arrive at our DDM valuation. Our PIE and
EV/EBJTDA multiples are based on our proprietary analyses, which utilizes current
ERPs, current betas and projected risk-free yields. For our PIE analysis, we use
multiples of 14.5x for the company's regulated and retail marketing assets and
1O.Ox for the wholesale assets. For our EV/EBITDA analysis, we use multiples of
7.5x for the company's regulated and retail marketing assets and 6.5x for the
wholesale business. Our PIE and EV/EBITDA analyses (2013 earnings) yield values
of $46 and $34.

Risks

The key risks to our thesis on AGL are (1) Regulatory: AGL has a constructive
relationship with its regulators in Georgia, Virginia and New Jersey. We believe
these states have generally been constructive when it comes to rate setting for gas
utilities. (2) Market and Counterparty Risk: AGL's wholesale segment is exposed to
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counterparty risk since it deals with over 270 counterparties and re-contracting risk
related to its asset management activities and adverse movements in commodity
prices. However, as earnings from the utilities have grown over time, Wholesale is
now only 4% of the business. (3) Customer growth: An unexpected increase or
decrease in population could affect earnings and cash flows (favorably or
unfavorably). (4) Capital Markets: AGL is a relatively small utility in terms of market
cap and trading volumes, impacting AGL's ability to access capital markets while
this type of liquidity may make it difficult for institutional. We believe the recent
announced merger with Nicor will alleviate some of this risk. (5) Integration risk:
AGL has a history of M&A. The integration of the Nicor (GAS) deal could face
challenges given AGL's entrance into a new regional territory and scrutiny from
regulators in arriving at cost cuts to generate value from the deal.

If the impact on the company from any of these factors proves to be less or more
than we anticipate, the stock could materially outperform or underperform our
target.

Atmos Energy Corp

Company description

Almos Energy is an integrated natural gas company headquartered in Texas. The
company distributes natural gas to over 3 million customers in 12 states, operates
pipeline systems and storage facilities and provides natural gas marketing services
through its subsidiary Atmos Energy Marketing.

We estimate ATO will grow utility rate base by over 4% annually over the next five
years. 94% of utility margins are weather normalized. Furthermore, 86% of rates are
adjusted annually (without the need for rate cases) or are decoupling from demand.
Only Colorado, Illinois and Iowa (-5% of rate base) do not have mechanisms in
place for either decoupling or weather normalization

Investment strategy

We rate Atmos Energy (ATO) Neutral (2). Our Neutral rating on ATO is premised on
the company's limited growth profile and lack of near-term catalysts. Almos
generates stable earnings from a mostly regulated utility asset base with low single­
digit EPS growth and a stable dividend over the next five years.

We expect ATO will continue to grow earnings by investing in its regulated asset
base, which we estimate will grow by 4% annually over the next five years. 86% of
rates are adjusted annually without the need to enter costly and risky rate cases.

Valuation

We average multiple valuation methodologies to derive our $35 target.

Our NAV yields a value of $31. We value regulated assets at a multiple of rate base
(1.5x for utilities). We value the pipeline assets at 8x '11 EBITDA and the marketing
business at 5x '10 EBITDA. These values are partially offset by the company's net
debt.

Our DDM values the company at $38. We calculate a hypothetical dividend, based
on ATO's regulated capital growth, authorized returns and cost of equity to arrive at
our DDM valuation.
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Our PIE and EV/EBITDA multiples are based on our proprietary analyses, which
utilizes current ERPs, current betas and projected risk-free yields. For our PIE
analysis, we use multiples of 14.5X, 14.5x and 10.0x for the company's utility,
pipeline/storage and marketing assets. For our EV/EBITDA analysis, we use
multiples of 7.5x, 8.0x and 6.5x for the company's utility, pipeline/storage and
marketing assets. Our PIE and EV/EBITDA analyses (2013 earnings) yield values of
$35 and $36.

Risks

The key risks to our investment thesis on AGL are (1) Capital Investment Recovery
- ATO, relying on future rates, spends capital to maintain and expand pipeline and
utility systems. A politicized commission could delay or put at risk this recovery. (2)
Customer Growth - An unexpected increase or decrease in population could affect
earnings substantially, either favorably or unfavorably.(3) Capital Markets - ATO is a
relatively small utility in terms of market cap and trading volumes, impacting ATO's
ability to access capital markets while this type of liquidity may make it difficult for
institutional investors to trade in and out of the stock. (4) ATO operates a gas
marketing business. Our research shows that ATO hedges their physical delivery of
gas using its access to storage and pipeline transportation capacity. If the financial
hedges and local markets become dislocated, ATO could incur a liability.

If the impact on the company from any of the following factors proves to be greater
or less than we anticipate, the company could fail to achieve/exceed our target
price.

CenterPoint Energy Inc

Company description

CenterPoint Energy Inc (CNP) is an energy delivery company based in Houston,
Texas, serving over 3 million natural gas customers and 2 million electric customers.
CenterPoint also operates two interstate natural gas pipelines and a field services
business. The electric delivery business generates about 40% of the company's
operating income, while the gas utilities, pipelines, and field services businesses
make up the remainder.

Investment strategy

We rate the shares of CNP, Buy (1). Our Buy rating takes into account stable cash
flows on CNP's gas and electric utility system, complemented by growth on the
pipeline and gathering system, through re-contracting of pipeline capacity,
expansion of pipeline capacity, regUlated growth and gas well connections.

Valuation

We average multiple valuation methodologies to derive our $22 target.

Our NAV yields a value of $20.42. We value regulated assets at a multiple of rate
base (1.5x for utilities, 1.5x for pipelines). The company's marketing and midstream
segments are valued at 5x and 7x 2011 EBITDA. These values are partially offset
by the company's net debt.

Our DDM values the company at $22.92.
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Our PIE and EV/EBITDA multiples are based on our proprietary analyses, which
utilize current equity risk premiums, current betas and projected risk-free yields. For
our PIE analysis, we use multiples of 14.5x on 2012 earnings for the company's
utility and pipeline assets, while applying 12x and 8x multiples to the company's
gathering and marketing assets. For our EV/EBITDA analysis, we Use mUltiples of
7.5x and ax on 2012 EBITDA for the company's utility and pipeline assets, while
applying 7x and 5x multiples to the company's gathering and marketing assets. Our
PIE and EV/EBITDA analyses yield values of $18.67 and $25.74.

Risks

The key risks to our investment thesis are (1) TX Regulatory Environment - At this
point, the PUCT cannot affect the price of power, but can affect charges for delivery.
The PUCT may look to reduce delivery rates below what we consider to be a
reasonable rate of return. (2) Capital Investment Recovery - CNP, relying on future
rates, spends capital to maintain and expand pipeline and utility systems. A
politicized commission could delay or put at risk this recovery. (3) Customer Growth
- An unexpected increase or decrease in popUlation could affect earnings
substantially, either favorably or unfavorably. (4) Commodity Prices - Earnings at
the field services segments are highly sensitive to changes in NGL and natural gas
prices. (5) Gathering Projects - Our estimates are dependent on the future build-out
of gathering facilities in the Haynesville Shale. Any decision to limit the build-out or
difficulties encountered during the build-out could impact our estimates.

If the impact on the company from any of the following factors proves to be greater
or less than we anticipate, the company could fail to achievelexceed our target
price.

EI Paso Corp

Company description

EI Paso Corp (EP) operates the largest interstate natural gas pipeline network in the
United States, produces both natural gas and oil from its properties in the U.S. and
Brazil and markets natural gas and oil from its producing properties.

Investment strategy

We rate the shares of EI Paso Corp Neutral.

We estimate that the acquisition by KMI will close in Q2'12 and are now using the
deal implied price of $29p/s, which results in a total return of ~1 0%.

Valuation

Our target price of $29 is based on the deal implied metrics. We estimate a $13.60
stock component value, a $14.65 cash component and a valuation of $0.96 for the
warrant.

Risks

The primary risk to our neutral thesis is that the merger agreement falls apart prior
to the closing date (lack of regulatory approvals or shareholder vote), which would
negate our deal implied target price valuation.
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Enbridge Inc.

Company description

Enbridge is one of Canada's largest energy companies by market cap (~$25 billion).

The Firm is headquartered in Calgary, Alberta.

Enbridge primarily operates in the following lines of business (shown in-line with
actual reporting segments):

Crude Oil Pipelines & storage (52% of2010 Net Income)

Natural Gas Pipelines, Processing & Energy Services (13% of 201 0 Net Income)

Natural Gas Distribution (17% of2010 Net Income); and

Sponsored Investments & Corporate (18 % of 2010 Net Income)

Enbridge owns a 27% LP stake and a 2% GP stake in Enbridge Energy Partners
(NYSE: EEP), which owns the US portion of the Mainline pipeline system (known as
"Lakehead") as well as gas gathering & processing infrastructure in West Texas.
EEP is accounted for under the Sponsored Investments segment.

Enbridge also owns a 70% stake in Enbridge Income Fund (ElF), a publicly traded
yield-oriented investment vehicle listed on the Toronto stock exchange. ElF is also
accounted for under the Sponsored Investments segment.

Below we show an asset map that details all of ENB's various business segments
across North America. ENB does not own any physical assets outside of North
America.

Investment strategy

We rate shares of Enbridge Neutral (2) with a $36 target price. Our enthusiasm over
the company's risk-averse business model and earnings growth projections of
-10% per year through 2015 are tampered by what we believe is a full valuation at
current trading levels (27% premium to group vs. 20% average premium).
Enbridge's performance, since the beginning of the decade, is highlighted by
industry leading returns on equity (-16% vs. peers at 13%) and an increase in
enterprise value from $12.3bn to $43bn.

Valuation

We use four equally weighted methodologies to derive our $36 Target Price. We
value shares of ENS at $36 pIs on an NAV basis, $37 based on a DCF model,
$36p/s on an EV / EBITDA basis & $36p/s on a long-term PIE mUltiple.

Risks

The primary upside risk to our Neutral Thesis is that ENB is able to secure a larger
amount of growth projects than we have estimated in our numbers In addition,
higher than expected volumes on ENS's mainline system tied to higher than
expected oil sands growth could lead to better than expected results.

The primary downside risk to our Neutral Thesis is that ENB is unable to execute on
its growth backlog in an efficient manner, reducing returns on capital. In addition,
lower than expected crude oil demand in the United States could have an adverse
effect on volumes on ENB's mainline system.
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Integrys Energy Group, Inc.

Company description

lntegrys Energy Group (TEG) operates as a natural gas and electric utility with over
2 million customers in Minnesota, Wisconsin, Michigan, and Illinois. Integrys also
offers retail and wholesale energy services. Wisconsin Public Service Corporation
(WPSC) merged with People's Energy Corporation (PEC) in February 2007 to form
Integrys Energy Group.

During 2009, TEG announced plans to scale back or sell its Energy Services
segment We expect removal of these assets by end of 201 O.

Investment strategy

We rate TEG, Neutral (2). Our rating on lntegrys Energy Group (TEG) takes into
account the company's recent outperformance, related to a move by investor's
towards higher yielding stocks.

The company has undergone tremendous change over the last couple years
through multiple acquisitions and divestitures.

As TEG exits its energy services business and provides better Visibility on its
earnings growth platform based on its remaining businesses, we feel the stock
could justify a premium, but at its current level, the premium is too high.

Valuation

We use the average of multiple valuation methodologies to derive our $56 target.

Our NAV yields a value of $61. We value regulated assets at a multiple of rate base
(1.5x for utilities). A 10% discount is applied to Peoples Gas, which earns below its
authorized return level. We value TEG's retail operations at 5x EBITDA. The
company's ownership in FERC regUlated transmission is valued at 14.4x earnings,
which is derived from our dividend discount analysis for that unit. These values are
partially offset by the company's net debt.

Our DDM values the company at $56. Through this analysis, we value each utility
by determining earnings and cash flow potential based on regulated asset base and
authorized returns.

Our PIE and EV/EBITDA multiples are based on our proprietary analyses, which
utilize current equity risk premiums, current betas and projected risk-free yields. For
our PIE analysis, we use a multiple of 14.5x for the company's utility assets. For our
EV/EBITDA analysis, we use a multiple of 7.5x for the company's utility assets. For
the company's FERC regulated transmission, we derive a multiple of 13.5X
earnings from our dividend discount model for the unit. We value the retail
operations in line with trading businesses at 8x earnings and 5x EBITDA. Our PIE
and EV/EBITDA analyses (based on 2013 estimates) yield values of $56 and $52.

Risks

The key risks to our investment thesis are (1) Capital Investment - TEG spends
capital in excess of depreciation to maintain and expand its utility, relying on adequate
base rates to earn its cost of capital. We assume regUlar, fair rate relief. (2)
Concentration in the Midwest - Changes in the economy in TEG's service areas could
increase or decrease the need for gas and power. (3) Weather Fluctuations - Without
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weather normalization or decoupling rate mechanisms at all its gas and electric
utilities, TEG is exposed to fluctuations in temperatures and conservation( 4)Higher
Gas and Purchased Power Costs - TEG may encounter energy costs, which are
generally passed on to customers, but lead to near term working capital requirements
(5)Marketing Business - TEG's energy marketing business continually enters into
forwards and options which may create unanticipated gains and losses depending on
any changes in contract values. Uncertainty surrounding the future of this business
and collateral requirements may also impact the value of the stock (6) Short Interest­
A significant short interest in the stock could lead to near-term volatility.

If the impact on the company from any of these factors is more or less than we
expect, the stock could outperform or underperform our target.

Oneok Inc

Company description

Oneok is an integrated energy company operating amidst the energy value chain
through three operating segments: (1) the Oneok Partners (OKS) investment, which
is a Master Limited Partnership involved in a natural gas gathering, processing,
marketing, NGL fractionation, storage and pipeline transportation; (2) a local
distribution business providing service to customers in Kansas, Oklahoma, and
Texas (Distribution), and (3) a natural gas marketing and trading segment with both
retail and wholesale customers (Energy Services).

Investment strategy

We rate shares of OKE Neutral. OKE offers investors a solid Free Cash Flow profile
(mostly as a result of the company's ownership stake and associated GP + LP cash
flows from OKS) with an emphasis on returning this cash to shareholders. We believe
that this cash flow generation profile is priced into shares at current levels.The
company's Distribution &Energy Services business carry no direct commodity price
risk, though periods of flattening basis & seasonal spreads can negatively affect
Energy Marketing earnings. OKE carries some indirect commodity price risk via its
ownership in OKS, which is mainly exposed to Natural Gas Liquids prices.

Valuation

We use four valuation scenarios to reach our target price of $86 per share.

Our NAV analysis results in $91 pIs. We derive our NAV based on the following
asset values: 1) Local Distribution Companies: We apply a multiple of 8x on 2013
EBITDA of 350mm ; 2) Energy Services: We use our 2013 EBITDA estimate and
apply a multiple of 5x; 3) Oneok Partners: We apply a value of $56 per unit to OKE's
LP units. We value 2013 GP distributions at a 22x multiple. We tax-effect both LP
and GP distributions.

Our DCF analysis results in a share price of $93 per share under CIRA's commodity
price assumptions. Our DCF analysis incorporates OKE's LP and GP interest in
OKS, in addition to the residual value of OKE's Local Distribution and Energy
Service assets. We use the company's weighted average cost of capital.

We apply different EV/EBITDA multiples to each of our 2013 business segment
EBITDA estimate, resulting in a blended 8.5x mUltiple & $84 target price.

We apply a blended earnings multiple OKE's FY'13 earnings to get to $78p/s.
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Risks

The company's exposure to commodity prices (via cash flows from OKS) is
balanced to some degree by the regulated natural gas distribution business. The
Energy Services segment is more exposed to seasonal & basis spreads rather than
absolute commodity prices.

Production from Regional Producing Basins - OKS is dependent on volumes from
producing fields where the company gathers, processes, fractionates, transports,
and markets natural gas and natural gas liquids. If producers were to cut back on
drilling, OKS could suffer declines in throughput.

Capital Investment Recovery - Oneok spends capital in excess of depreciation to
maintain and expand its distribution system. OKE is exposed to regulatory risk in
that it may not be able to recover the full amount of capital spent via customer rates.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate. it may prevent the stock from achieving our target price or could
cause the stock price to materially outperform our target.

Questar Corp

Company description

Questar Corp (STR) is a regional, integrated natural gas utility company with
operations in the Rocky Mountains. The company has three operating segments,
including 1) a regulated gas delivery business in Utah, Questar Gas; 2) an interstate
pipeline and underground storage business, Questar Pipeline; and 3) a regulated
natural gas and oil E&P business (Wexpro).

Investment strategy

We rate the shares of Questar Corp BUY, which takes into account 1) increasing
volumes on the company's pipeline and gathering system; 3) marginal customer
growth at the utility; and 4) a 20% rate of return on an increasing capital base (i.e.,
Wexpro). STR is essentially a fully regulated business.

Valuation

We rate Questar Corporation (NYSE: STR) Buy. Our target price is $20.50p/s,
based on the average of the follOWing valuation methodologies:

Our NAV calculation results in a target price of $20A7p/s. We estimate that the
distribution business is worth $1.3bn based on 2013 EBITDA and an 8x mid-cycle
EBITDA multiple. We value STR's Pipeline & Storage business at -$1.7bn, which is
based on 2013 EBITDA and an 8x mid-cycle mUltiple. We value the regulated E&P
business, Wexpro, at $1.65bn. This is based on a DDM (dividend discount model).
We then subtract -$1 billion of net debt to derive an equity value.

Our DCF Analysis results in $21.77p/s. We derive a NPV of cash flows over the
next ten years discounted at the Firm's WACC. We then add the residual value of
the Utility & pipeline assets as well as the residual value of Wexpro. We subtract net
debt of -$1 bn to derive the equity value.

Our long-term P / E analysis results in a value of $19.53p/s. We base our analysis
on 2013 estimated earnings and discount those back to 2012.
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Our EV / EBITDA multiple analysis values Questar at $20.73p/s. We use a weighted
average 2013 EBITDA multiple of 8.7x on projected EBITDA of $575mm. We
subtract -$1 bn of net debt to reach our $20.73p/s target and then discount the
value back to 2012.

Risks

Risks to the achievement of our target price include the following:

1) Lack of drilling success at the regulated E&P segment would result in a lower
investment base and therefore a lower return

2) A decrease in natural gas demand at the Utility

3) Delays on the ongoing pipeline expansion projects

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause the stock price to materially outperform our target

Sempra Energy

Company description

Sempra Energy (SRE) is an integrated natural gas and electric company. The
company's operations include Sempra Utilities, which consists of 6.2 million gas and
1.3 million electric meters in Southern California; Sempra Generation, which owns
about 2,600 megawatts (MW) of net, active generation; Sempra Pipeline & Storage,
which operates natural gas pipeline, storage, and owns interests in utility assets in
South America; and Sempra LNG, which is currently developing and operating LNG
re-gasification plants to import natural gas into the U.S.

Investment strategy

We rate the shares of Sempra Energy Buy (1). Sempra's diversified portfolio of
assets in the gas and power sector gives the company sustained earnings power
through consistent and growing returns from its utility operations, and a power
generation portfolio that is 80% contracted. We believe Sempra is well positioned to
take advantage of the current volatility in commodity prices, power demand in
California, and future expected demand for liquefied natural gas (LNG).

Valuation

We average multiple valuation methodologies to derive our $60 target.

Our NAV yields a value of $53.50. We value regUlated assets at a multiple of rate
base (1.5x for utilities, 1.5x for pipelines, transmission and storage assets). The
company's trading business is valued at the expected sale price. We value SRE's
electric generation at replacement value ($800-$1.000/KW for CCGT assets). These
values are partially offset by the company's net debt

Our DDM values the company at $65. Our PIE and EV/EBITDA multiples are based
on our proprietary analyses, which utilize current equity risk premiums, current
betas and projected risk-free yields. For our PIE analysis, we apply multiples of
14.5x, 14.5x and 16.0x to 2013 earnings at the utility, pipeline and generation
segments. Our PIE analysis yields a value of $68.
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For our EV/EBITDA analysis, we apply multiples of 7.5x, 8x and 9x to 2013utility,
pipeline and generation EBITDA. Our EV/EBITDA analysis yields a value of $51.

Risks

The key risks to our investment thesis are (1) The utilities are subject to regulation
from federal, state and local authorities which may impose rulings adverse to
Sempra's interests. (2) California's Department of Water Resources power contract
with Sempra Generation expired in 2011. Earnings may be materially impacted as a
result of volatile merchant power prices. (3) Uncertainty in the contracting of
capacity on expansions at the company's LNG facilities may negatively impact
earnings in the coming years. (4) Sempra is exposed to currency issues in Mexico
and earnings could be impacted with significant volatility in the value of the Mexican
Peso. (5) Ability to access debt or equity markets at a reasonable cost in the future
could materially impact growth in the future. (6) The opportunity for further upside
exists if Sempra can take advantage of the growing need for renewable generation
in the desert SW

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause our target price to be materially outperformed.

Southern Union Co

Company description

Southern Union Company (SUG) is a diversified natural gas company with three
distinct operating segments: (1) a transportation and storage division, which is
engaged in pipeline transmission, gas storage, LNG terminaling, and LNG
regasification; (2) a gathering and processing network in the Permian basin of Texas
and New Mexico; and (3) local distribution operations serving over 550,000
customers in Missouri and Massachusetts. Over the last several years, SUG has
shifted its operational focus from local gas distribution companies (LDCs) to
transportation and storage through a series of strategic acquisitions and asset
sales.

Investment strategy

We rate SUG Neutral with a $43.50 Target Price based on the deal implied take-out
price offered by ETE. The stock is essentially trading at our target price. We expect
the deal to close on or around 3/30(2012. ($44.25 cash component x 60% weighing
+ $42.46 trading price of ETE x 40% weighing).

Valuation

Target Price based on the deal implied take-out price offered by ETE. We expect the
deal to close on or around 3/30/2012. ($44.25 cash component x 60% weighing +

$42.46 trading price of ETE x 40% weighing).

Risks

Deal risks: That Missouri or New England utility commission do not approve merger.
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Operational Risks:

Stable regulated earnings from the transmission pipelines, storage assets and
natural gas utilities, offset to some degree by commodity price volatility from
percentage of proceeds contracts at its gathering and processing business.

Processing Contract Volatility - Southern Union is exposed to commodity price
volatility through its percentage-of-proceed (POP) natural gas processing contracts.
Margin from POP contracts moves in tandem with natural gas prices and is exposed
to contracting/expanding margins from commodity price volatility.

Production from Permian Basin - Southern Union is dependent on volumes from
producing fields in the Permian basin. In the event production declines, SUG will be
required to charge producers higher fees in order to compensate for lower volume
on its system, which could degrade its competitive position.

Capital Investment Recovery - Southern Union spends capital in excess of
depreciation to maintain and expand its pipeline transportation system. SUG relies
on the FERC to recover costs in excess of depreciation.

Deal Risk - If no other potential bid arises for Southern Union following the ETE­
SUG merger announcement, our target price of $38p/s is at risk as the current deal
is based on $33p/s.

If the impact on the company from any of these factors proves to be greaterlless
than we anticipate, it may prevent the stock from achieving our target price or could
cause the stock price to materially outperform our target

Southwest Gas Corp

Company description

Southwest Gas provides regulated gas distribution services for 1.8 million
customers in Arizona, Nevada and California. We estimate the total regulated utility
asset base (rate base) to be about $2.3 billion. SWX also operates two FERC­
regulated pipelines ($85 million rate base) and an unregulated pipeline construction
business (-$35 million annual EBITDA).

Investment strategy

We rate SWX a Buy (1). Our Buy rating for SWX is premised on the company
obtaining a reasonable rate of return on its regulated asset base. SWX's regulated
customer base has been driven by population growth in Arizona and Nevada, which
has slowed recently. This type of historical growth within a regUlatory framework
inevitably leaves shareholders exposed to regulatory lag; however, utilities are
entitled to just and reasonable rates. Last year, SWX earned below authorized
return levels. We estimate that upcoming rate relief and slowing capital growth
should help to mitigate the impact of regUlatory lag in the coming years and improve
return metrics for the utility segment.

Valuation

We average multiple valuation methodologies to derive our $47 target

Our NAV yields a value of $50. We value regulated assets at a multiple of rate base
(1.5x for utilities, 1.5x for pipelines). We value the Construction Services segment at
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5x EBITDA, based on a midstream asset multiple. These values are partially offset
by the company's net debt

Our DDM values the company at $43. We calculate a hypothetical dividend, based
on Swx.'s regulated capital growth, authorized returns and cost of equity to arrive at
our DDM valuation.

Our PIE and EV/EBITDA multiples are based on our proprietary analyses, which
utilize current equity risk premiums, current betas and projected risk-free yields. For
our PIE analysis, we use multiples of 14.5x, 14.5x and 8x for the company's utility,
pipeline and pipeline construction assets. For our EV/EBITDA analysis, we use
multiples of7.5x, 8x and 5x for the company's utility, pipeline and pipeline
construction assets. Our PIE and EV/EBITDA analyses yield values of $44 and $53.

Risks

The key risks to our investment thesis include the difficult regUlatory body in
Arizona, the potential need to raise equity to fund the capex program, sensitivity of
earnings to changes in weather, the stock's relative lack of trading liquidity, and the
relatively low market capitalization of the company compared with other utilities.
These concems are offset by a stable regUlated earnings stream from the
transmission pipelines and natural gas utilities which account for more than 90% of
earnings. Risks to the shares attaining our target price include:

(2) Population growth - Housing demand and tepid economic growth within the
Southwest region of the U.S. could slow to a rate below estimates or increase
above our estimates, causing us to revise our estimates and valuation.

(3) Capital investment recovery - Swx. spends capital to maintain and expand its
operations. The company will continue to rely on state regulatory commissions to
recover costs in excess of depreciation. While we believe Swx.'s relationship with
the ACC has been more productive than those of other utilities operating in the
state, the ACC and the other commissions may not allow the company to eam a
reasonable rate of return on its rate base.

(4) Capital Markets - Swx. is a relatively small utility in terms of market capitalization
and daily volumes. This may impact its ability to access the capital markets.

If the impact on the company from any of these factors proves to be greaterlless
than we anticipate, it may prevent the stock from achieving our target price or could
cause our target price to be materially outperformed.

Spectra Energy Corp

Company description

Spectra Energy is an integrated natural gas company operating in both the United
States and Canada. The company maintains four distinct operating segments with
over $20 billion in assets: 1) natural gas transmission and storage in the US; 2)
natural gas distribution in Canada; 3) natural gas gathering, processing and
transmission in Canada; and 4) gathering & processing in the US through a 50%
joint venture with ConocoPhillips.
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Investment strategy

We rate Spectra (SE) at Neutral (2) with a $32 target. We expect SE will grow
regulated earnings by expanding its North American pipeline and storage network;
however, commodity prices and Canadian exchange rates could add substantial
volatility to midstream earnings.

Valuation

We apply multiple valuation methodologies to derive our $32 target.

Our NAV yields a value of $35. We value regulated assets at a multiple of rate base
(1.5x for utilities, 1.5x for pipelines). We value the Field Services segment at 7.5x
2011 EBITDA, based on our midstream mUltiple. These values are partially offset by
the company's net debt.

Our 10-year DCF yields a value of $34, by utilizing a 6.8% WACC.

Our PIE and EV/EBITDA multiples are based on our proprietary analyses, which
utilize current equity risk premiums, current betas and projected risk-free yields. For
our PIE analysis, we use mUltiples of 14.5x, 14.5x and 10x for the company's utility,
pipeline and midstream assets. For our EV/EBITDA analysis, we use multiples of
7.5x, 8x and 6x for the company's utility, pipeline and midstream assets. We value
the Canadian pipelines at a slight discount to account for lower authorized returns.
Our PIE and EV/EBITDA analyses yield values of $30 and $29.

Risks

The key risks to our investment thesis include (1) significant capital requirements
over the medium-term and the earnings sensitiVity to volatile commodity prices and
the Canadian dollar.

If the impact on the company from any of the following factors proves to be greater
than we anticipate, the stock will likely have difficUlty achieVing our target price.

(2) Capital Investment Recovery - SE spends capital to maintain and expand its
pipeline and distribution operations. SE relies on the OEB and the FERC to recover
costs or approve projects.

(3) Processing Contract Volatility - SE is exposed to commodity price volatility
through its POP and keep-whole processing contracts. An increase in commodity
prices could allow SE to outperform our expectations.

(4) Production from Gas Producing Regions - SE is dependent on volumes from
producing fields throughout North America. Significant production declines could
require SE to charge producers higher fees to compensate for lower volume on its
systems, potentially degrading its competitive position. Conversely, production
increases could enhance its competitive position.

(5) Demand from Refineries and Petrochemical Producers - Nat gas liquids
produced by SE are primarily marketed to refineries and petrochemical producers.
Lower demand could lead to margin compression.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause our target price to be materially outperformed.
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TransCanada Corp

Company description

The Company's pipeline network transports 15 bcf/d of natural gas and extends
over 35,000 miles, while its storage capacity is about 360 bet. Additionally,
TransCanada owns or has an interest in over 10,900 MW of generation throughout
Canada and the northeast United states.

Investment strategy

We rate TRP Neutral (2) TRP's asset mix of both pipeline (70%) and power (30%)
assets offers attractive organic growth with incremental returns on new capital of
13% excluding acquisitions over the next five years.

Despite attractive returns on organic and new build projects, we believe this growth
comes with the risk of capital cost overruns at new projects, namely, the restart of 2
units at TRP's operated nuclear power plant (Bruce Power) and a C$12.2 billion oil
export pipeline from Alberta into the Midwest (Keystone Pipeline).

Valuation

We apply average multiple valuation methodologies to derive our $42 target. Our
NAV yields a value of $41. We value regulated assets at a multiple of rate base
(1.5x for pipelines and storage assets). We apply a 10% haircut to Canadian assets
as they earn lower authorized retums. We value SRE's power generation assets at
replacement value. These values are partially offset by the company's net debt. Our
10-year DCF yields a value of $51, using a 5.97% WACC. Our PIE and EV/EBITDA
multiples for the pipelines are based on our proprietary analyses, which utilize
current equity risk premiums, current betas and projected risk-free yields. This
analysis yields a multiple of 14.5x 2013 earnings and ax 2013 EBITDA. We apply a
merchant power mUltiple of 14x and ax to power generation 2013 earnings and
EBITDA. Our PIE and EV/EBITDA analyses yield values of $37 and $38.

Risks

The key risks to our investment thesis includes

(1) Exchange Rates - TRP has energy assets in the US and Canada. Significant
changes in exchange rates could materially increase or decrease earnings.

(2) Regulatory - TRP spends capital in excess of depreciation to maintain and
expand its pipeline infrastructure and relies on fair regulated returns. Changes in the
regulatory environment could adversely impact returns.

(3) Nuclear Risk - Because of the high safety risks of operating a nuclear power
plant, regUlatory impediments may arise. Unplanned outages from sensitive
technology, cost overruns or even terrorist attacks could also cause damage and
create outages, impacting earnings.

(4) Capital Risk - We expect about half of TRP capex program will be funded
through debt. Difficulties getting the appropriate debt funding could reduce the
likelihood of projects being built timely.

(5) Energy Prices - TRP sells to the merchant market. Changes in power prices
and/or cost of fuel could materially impact our estimates or WC requirements.
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(6) Execution Risk - Expansion projects should add incremental earnings, but
overspending could lead to lower returns. There is also a risk that projects will not
be completed on-time or at all.

(7) Ravenswood - We assume capacity energy prices in NYC will fall in'11 due to
capacity oversupply. Any differences in capacity pricing to our estimates could also
impact our long-term estimates.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause our target price to be materially outperformed.

Vectren Corp

Company description

Vectren operates regulated electric and gas utilities in Indiana and Ohio, distributing
natural gas to about 1 million customers and serving about 140,000 electric
customers. The utilities represent over 80% of WC's earnings. Vectren also
operates non-regulated businesses, inclUding coal mining, pipeline construction,
and gas marketing.

Investment strategy

We rate Vectren shares Neutral. We believe the stock is fairly valued as a
constructive regulatory environment is offset by concerns over the impact of flat
basis spreads on the gas marketing operations and light demand for the coal mining
unit.

Over 80% of earnings at WC are derived from operations at the gas and electric
utilities. In late 2009, the company's sale electric utility filed for rate relief. We expect
resolution of this matter by year-end. In addition to rate relief, we expect growth at
the utility will be arise from infrastructure riders, which allow timely returns on capital
spending and customer growth.

The non-regulated operations include coal mining, gas marketing, pipeline
construction and energy services. Coal mining and gas marketing operations have
been hampered as of late due to reduced coal demand and thinning basis spreads.

Valuation

We average multiple valuation methodologies to derive our $28 target.

Our NAVyields a value of $27. We value regulated assets at a multiple of rate base
(1.5x for gas utilities). We value ProLiance at 8x earnings, in-line with our estimated
marketing mUltiple. The company's coal mining and energy services segments are
valued at 6x and 5x 2013 EBITDA, based on midstream and marketing multiples.
These values are partially offset by the company's net debt.

Our DDM values the company at $25. We calculate a hypothetical dividend, based
on WC's regulated capital growth, authorized returns and cost of equity to arrive at
our DDM valuation.

Our PIE and EV/EBITDA multiples are based on our proprietary analyses, which
utilize current equity risk premiums, current betas and projected risk-free yields. For
our PIE analysis, we use 2013 multiples of 14.5x and 10x for the company's utility
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and unregulated assets. For our EV/EBITDA analysis, we use multiples of 7.5x and
5.5x for the company's utility and unregulated assets. Our PIE and EV/EBITDA
analyses yield values of $26 and $33.

Risks

The key risks to our investment thesis includes

(1) Capital Investment Growth - WC spends capital to maintain and expand its
utility systems. WC relies on adequate base rates to earn its cost of capital.

(2) Concentration in the Midwest - Changes in the service area's economy could
reduce demand for power.

(3) Gas and Purchased Power Costs - Higher costs can lead to higher working
capital requirements and interest expense.

(4) Coal Margins - Key drivers behind the performance of the coal mining unit
include coal prices, volumes and costs, which are all volatile.

(5) Non-Regulated Business - WC's unregulated business continually enters into
forwards and options that may create unanticipated losses.

(6) Capital Markets - WC is a relatively small utility in terms of market cap and
volume compared with other utilities. This may affect its ability to access the capital
markets.

(7) Customer Growth - An unexpected increase or decrease in popUlation could
affect earnings SUbstantially.

Events that would present upside risk to our target price include: 1) an improving
economy in Vectren's service areas; 2) increased natural gas price volatility,
including wider summer/winter differentials; and 3) improvements in coal production
volumes and per unit margins.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause our target price to be materially outperformed.

Cheniere Energy Inc

Company description

Cheniere was a first mover in the race to site and develop LNG terminals in the U.S.
The company currently has ownership of the Sabine Pass Regas terminal in the
Gulf of Mexico. The company proposes to build a liquefaction facility at its Sabine
Pass terminal to export US gas to other parts of the world.

Investment strategy

We rate Cheniere Buy/High Risk (1H). Cheniere is a pure play energy stock solely
focused on Liquefied Natural Gas infrastructure development in the U.S. Cheniere
initially established itself as a first mover in the race to bufld regasiflcation facilities
in the U.S. by acquiring sites in the Gulf of Mexico that had: 1) community and
environmental support to site the facility; 2) deepwater port access (40 to 45 feet of
draft) and compatibility with shipping traffic; 3) large enough sites to easily
incorporate strict U.S. safety codes; and 4) sufficient pipeline take-away capacity
and access to large volume industrial and power consumers.
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In the last few years, regasification capacity became overbuilt in the US and
Cheniere was unable to contract for all its capacity at its only operated terminal,
Sabine Pass. With the decline in US natural gas prices and the discovery of an
ample amount of shale gas, Cheniere now believes it can export gas from its
terminal at Sabine by adding liquefaction capabilities. While this is a high cost
endeavor, the low price of gas could support this sort of opportunity.

Cheniere's has a high amount of debt and its new business plan is predicated on it
selling capacity to buyers of natural gas in Asia and Europe. We believe probability
of Cheniere being successful has gone up with recent contract signings with
Chinese, European and North American firms with solid reputations. Furthermore,
recent approval from the DOE to export gas to non-FTA countries puts the company
on the path towards financing and construction.

Valuation

We use four valuation analyses to derive our $16.00 per share target price.

Our NAV analysis results in $22 per share. Our analysis is based on the liquidation
value of the pipelines owned at Cheniere Energy, Inc, 10.9 million units of cap
common units at $20.00 per unit (MLP analyst target price) and $14.27 per
subordinated unit for the 135 million subunits owned by Cheniere, Inc.

Our DCF analysis results in a share price of $12 per share on a consolidated basis.
This is a result of a relatively high cost of capital and a large initial capital outlay for
the proposed liquefaction facility.

Our WACC reflects an equity risk premium of 6.64%, an assumed bond spread to
the ten-year Treasury yield of roughly 870 bps, a risk free rate of 3.30% and a two­
year beta of 1.86. The Company's cost of equity is 15.65 % and WACC is 9.64%.

Our PIE and EV/EBITDA multiple analyses are based on 2016 as a peak year for
earnings and EBITDA. We estimate peak earnings per share of nearly $1.75 and
EBITDA of nearly $1 billion on a consolidated basis. These estimates consider the
equity required to fund the liquefaction facility. These metrics yield an equity
valuation of $13 and $16 per share.

The average of these values yields $16 per share target price.

Risks

We rate LNG shares High Risk. LNG is an extremely risky and speculative
investment. Cheniere generates no earnings and will not generate any earnings in
our model until 2016. Our recommendation is based on Cheniere moving forward
with at two liquefaction trains. The company has a substantial amount of debt on its
balance sheet that could come due in the middle of next year. If the company is
unable to move forward with a liquefaction train, Cheniere (LNG) could experience a
liquidity event in which case equity investors could lose all their investment.

The key risks to our investment thesis are (1) The Department of Energy (DOE)­
Cheniere needs a permit from the DOE and the FERC to export LNG to non-free
trade countries.(2) Natural gas prices - Currently natural gas prices are low, which
makes US exports competitive to the rest of the world. (3) Regulatory Issues ­
Failure to obtain or maintain regulatory approvals could limit or suspend activities of
Cheniere's assets. (4) Integrity costs at the pipelines or LNG terminals could impose
significant costs pressures. (5) Declines in natural gas production in the US could
cause Cheniere's proposal to come under pressure. (6) The Company's tight
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liquidity position could limit its ability to execute on its plan. (7) Cheniere has
proposed signing contracts with foreign buyers in China, and most recently with BG
Group and GNF. While we believe in contract sanctity, history has shown that
contracts can always be changed in the oil and gas industry.

If the impact on the company from any of the following factors proves to be greater
or less than we anticipate, the company could fail to achieve/exceed our target
price.

The Williams Companies Inc

Company description

The Williams Company Inc (WMB) is an integrated natural gas company that
processes, trades, and transports natural gas and oiL The company also operates
an olefins & midstream business in Canada, handling mainly off-gas from oil sands
operations.

WMB also owns an -75% stake in Williams Partners (inel. GP interest), a
Midstream & Pipeline MLP. WMB is the operator of the WPZ assets.

Investment strategy

We rate the shares of The Williams Company Buy based on our analysis of the
company's -75% ownership of WPZ and combined growth at WPZ and the
Canadian Liquids & Dlefins business.

Valuation

We employ a variety of valuation techniques to derive our target price of $32.50 for
the shares of The Williams Company Inc.

1) Discounted Cash Flow: We model in WPZ contribution via LP and GP
distributions. We tax GP distributions at 20% and LP distributions at 20%. We
discount our cash flows at our WACC. Our DCF value per share is $32.37.

2) Net Asset Value: For the Olefins portion, our forward EB1TDA multiple remains at
5x 2013 EBITDA. To account for WMB's stake in WPZ, we value the LP units at
Current Trading Price x WMB owned units. We then tax-affect this figure (we use
20% tax rate to account for LP deferrals) to derive an implied valuation of $11 billion
for the LP shares. For the GP interest, we value estimated 2013 GP distributions of
$484 million by a 22x multiple, then tax-effect (-37%) to derive a valuation of $6.9
billion for the GP interest. We back out -$1.4bn of net debt to derive our equity
value.

3) EV/ EBITDA: We value shares ofWMB at $32.73 on an EV/ EBITDA basis. We
use 2013 EBITDA estimates. We back out WPZ minority interest, to account for the
proportionate share WMB does not own at a blended multiple.

4) Long-Term PIE: We use a consolidated EPS on 2013 EPS for a value of $32.91.
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Risks

Risks we see to Williams achieving our target price include the following:

wpz- WMB will generates a sizable portion of its cash flow via WPZ and therefore
from keep-whole operations, which depend on the spread between natural gas and
crude oil prices. In a declining crude I rising gas price environment, this could
significantly chip away at WMB's processing margin and lead to earnings & cash
flow shortfalls.

Project Execution - If WMB suffers cost overruns at its expansion projects,
economics could deteriorate and lower overall project returns.
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Best Ideas Research
Relative Call (3 Month)
Analyst Faisel Khan, CFA

Sioban GHickie, Associate, holds a long position in the securities of Cheniere Energy Inc.

Citigroup Global Markets Inc. or its affiliates beneficially owns 1% or more of any class of common equity securities of Cheniere Energy Inc, The Williams
Companies Inc. This position reflects information available as of the prior business day.

Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of CenterPoint
Energy Inc, EI Paso Corp, Sempra Energy, The Williams Companies Inc.

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from
CenterPoint Energy Inc, Enbridge Inc., EI Paso Corp, Cheniere Energy Inc, Oneok Inc, Spectra Energy Corp, Sempra Energy, Integrys Energy Group, Inc.,
TransCanada Corp, The Williams Companies Inc.

Citigroup Global Markets Inc, or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment barJking
services from CenterPoint Energy Inc, Cheniere Energy Inc, Sempra Energy.

Citigroup Global Markets Inc, or an affiliate received compensation for products and services other than investment banking services from AGL Resources
Inc, Atmos Energy Corp, CenterPoint Energy Inc, Enbridge Inc., EI Paso Corp, Oneok Inc, Spectra Energy Corp, Sempra Energy, Southern Union Co,
Southwest Gas Corp, Integrys Energy Group, Inc., TransCanada Corp, Vectren Corp, The Williams Companies IrJC in the past 12 months.

Citigroup Global Markets Inc, currenUy has, or had withirJ the past 12 mOrJths, the following as investment banking c1ient(s): CenterPoint Energy Inc,
Enbridge Inc., EI Paso Corp, Cheniere Energy Inc, Oneok Inc, Spectra Energy Corp, Sempra Energy, Integrys Energy Group, Inc" TransCanada Corp, The
Williams Companies Inc.

Citigroup Global Markets Inc, currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment­
banking, securities-related: AGL Resources Inc, Atmos Energy Corp, CenterPoint Energy Inc, Enbridge Inc., EI Paso Corp, Oneok Inc, Spectra Energy Corp,
Sempra Energy, Questar Corp, Southem Union Co, Southwest Gas Corp, Integrys Energy Group, Inc., TransCanada Corp, Vectren Corp, The Williams
Companies Inc.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment­
banking, non-securities-related: Atmos Energy Corp, CenterPoirJt Energy Inc, Enbridge Inc., EI Paso Corp, Oneok Inc, Spectra Energy Corp, Sempra
Energy, IrJtegrys Energy Group, Inc" TransCanada Corp, The Williams Companies Inc,
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Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its
affiliates ('the Firm'). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking
revenues.

The Firm is a market maker in the publicly traded equity securities of Integrys Energy Group, Inc..

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research &Analysis
product ('the Product'), please contact Citi Investment Research &Analysis, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention:
Legal/Compliance [E6WYB6412478].ln addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical
disclosures, are contained on the Firm's disclosure website at www.citigroupgeo.com. Valuation and Risk assessments can be found in the text of the most
recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.

Citi Investment Research & Analysis Ratings Distribution

Data current as of 31 Dec 2011
CitiTnvestmenl··Research···i!.. An'alysisGI'oE;;IFunda'meniai'Coverage--

%of companies in each rating category that are investment banking clients

12 Month Rating Relative Rating
. . ~uY......tfClI~n §_~IL_.._.. ~_uY tfl)I~___ Sell

57% 34% 9% 10% 79% 10%
45% 41% 40% 49% 43% 41%

Guide to Citi Investment Research &Analysis (CIRA) Fundamental Research Investment Ratings:
CIRA's stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks.
Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned.
Investment Ratings: CIRA's investment ratings are Buy, Neutral and Sell. Our ratings are afunction of analyst expectations of expected total return ('ETR')
and risk. ErR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months. The Investment
rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell {3} for negative ErR. Any covered stock not assigned a Buy
or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment catalysts to derive a
positive or negative investment view, they may elect with the approval of CIRA management not to assign a target price and, thus, not derive an ErR
Analysts may place covered stocks "Under Review' in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis)
affecting the company and / or trading in the company's securities (e.g. trading suspension). As soon as practically possible, the analyst will publish a note
re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our ratings
distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation.
Relative three-month ratings: CIRA may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most
preferred) or under-performance (least preferred) versus the geographic and industry sector over a3 month period. The relative call may highlight a specific
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the
company. Absent any specific catalyst the analyst{s} will indicate the most and least preferred stocks in the universe of stocks under consideration,
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which
refiects a longer-term total absolute retum expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation.

Prior to October 8, 2011, the firm's stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both
price volatility and fundamental criteria, were: Low (L), Medium (M), High (H), and Speculative (S). Investment Ratings of Buy, Hold and Sell were a
function of CIRA's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. Additionally, analysts
could have placed covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis) affecting
the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed "Under Review" were monitored daily by management and
as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets (US, UK, Europe,
Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-Risk stocks, 15% or more for Medium­
Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (00/0-10% for Low-Risk stocks, 0%-15% for Medium-Risk
stocks, 00/0-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging markets (Asia
Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for Low-Risk stocks,
20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for Low-Risk stocks,
10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%--40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks, 10%
or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to
review by Research Management. Your decision to bUy or sell a security should be based upon your personal investment objectiVes and should be made
only after evaluating the stock's expected performance and risk.

NON-US RESEARCH ANALYST DISCLOSURES
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with asubject company, public
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:

C:itigrouIlGlo~~I~';!rk.~~s.ID9_ _.. FaiseIKhan,C:ff\:TirnrnSchn.lliger;ArnitMaf\'iah? .
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OTHER DISCLOSURES
The subject company's share price set out on the front page of this Product is quoted as at 02 February 201204:00 PM on the issuer's primary market.

Citigroup Global Markets Inc, and/or its affiliates has asignificant financial interest in relation to CenterPoint Energy Inc, Enbridge Inc., Oneok Inc, Sempra
Energy, Integrys Energy Group, Inc., The Williams Companies Inc. (For an explanation of the detemlination of significant financial interest, please refer to
the policy for managing conflicts of interest which can be found at www.citigroupgeo.com.)

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments arld
may act as principal in connection with such trarlsactions. The Fiml is a regular issuer of traded firlal1cial instruments linked to securities that may have been
recommel1ded in the Product. The Fiml regularly trades in the securities of the issuer(s) discussed in the Product. The Fiml may engage in securities
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal
basis.

Securities recommended, offered, or sold by the Fiml: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal
amount invested, Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its
accuracy and it may be incomplete and condensed. Note, however, that the Fiml has taken all reasonable steps to determine the accuracy and
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject comp,:my(ies). Firm policy
prohibits research analysts from serJdirJg draft research to subject companies. However, it should be presumed that the author of the Product has had
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the
author as of the date of the Product and these, plus any other infomlation contained in the Product, are subject to change without notice, Prices and
availability of financial instruments also are subject to chal1ge without notice, NotwithstandirJg other departments within the Firm advising the companies
discussed in this Product, infomlalion obtained in such role is not used in the preparation of the Product. Although Citi Investment Research &ArJalysis
(CIRA) does not set a predetemlined frequency for publication, if the Product is afundamental research report, it is the intention of CIRA to provide research
coverage of the/those issuer{s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity
constraints. The Product is for informational purposes only and is not intended as arJ offer or solicitation for the purchase or sale of asecurity. Any decision
to purchase securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited infomlation available on foreign securities. Foreign
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S, companies. In addition, exchange rate
movements may have an adverse effect on the value of an irJvestment in aforeign stock arJd its corresponding dividend paymentfor U,S. investors. Net
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for
exact dividend computations. Investors who have received the Product from the Fiml may be prohibited in certain states or other jurisdictions from
purchasing securities mentioned in the Product from the Fiml. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc.
takes responsibility for the Product in the United States, Any orders by US investors resulting from the infomlation contained in the Product may be placed
only through Citigroup Global Markets Inc.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Stanley) research reports may be
available about the companies that are the subject of this Citi Investment Research &ArJalysis (CIRA) research report. Ask your Financial Advisor or use
smithbamey.com to view any available Morgan Stanley research reports irJ addition to CIRA research reports.
Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney
LLC and its affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.comlresearchdisclosures.
For Morgan Stanley and Citigroup Global Markets, Inc, specific disclosures, you may refer to www.morganstanley,comJresearchdisclosures and
https:/Iwww.citigroupgeo.comlgeopublic/Disclosureslindex_a.html.
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by
the same person who reviewed this research report on behalf of CIRA. This could create a conflict of interest.

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed
by. The Product is made available in Australia through Citigroup Global Markets Australia Ply Ltd. (ABN 64 003114832 and AFSL No, 240992), participant
of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product
is made available in Australia to Private Banking wholesale clients through Citigroup Ply Limited (ABN 88 004 325 080 and AFSL23B098). Citigroup Ply
Limited provides all financial product advice to Australian Private BarJking Wholesale clients through bankers and relationship managers. If there is any
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia. Citigroup
companies may compensate affiliates and their representatives for providing products and services to clients. The Product is made available irJ Brazil by
Citigroup Global Markets Brasil- CCTVM SA, which is regulated by CVM - Comissao de Valores Mobiliilrios, BACEN - Brazilian Central Bank, APIMEC­
Associagao dos Analistas e Profissionais de lnvestimento do Mercado de Capitais and ANBID •Associagao Nacional dos Bancos de Investimento. Av.
Paulista, 1111 - 11° andar - CEP. 01311920 - Sao Paulo - SP, If the Product is being made available in certain provinces of Canada by Gitigroup Global
Markets (Canada) Inc. ('CGM Canada'), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J
2M3. This product is available in Chile through Banchile Corredores de Bolsa SA, an indirect subsidiary of Citigroup Inc., which is regulated by the
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by CiUgroup Global Markets
Limited, which is authorised and regulated by Financial Services Authority. 1-5 Rue Paul Cezanne, 8eme, Paris, France. The Product is distributed in
Germany by Citigroup Global Markets Deutschland AG ('CGMD'), which is regulated by Bundesanstalt fuer Finanzdienstleisturlgsaufsicht (BaFin). CGMD,
Reuterweg 16, 60323 Frankfurt am Main. Research which relates to 'securities' (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws
of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup
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Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A, Hong
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank NA, Cilibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank
N.A is regulated by the Hong Kong Monetary Authority, Please contact your Private Banker in Citibank N.A, Hong Kong, Branch if you have any queries on
or any matters arising from or in connection with this document. The Product is made available in India by Ciligroup Global Markets India Private Limited,
which is regulated by Securities and Exchange Board of India. Bakhtawar, Nariman Point, Mumbai 400-021. The Product is made available in Indonesia
through PT Citigroup Securities Indonesia. 51F, Citibank Tower, Bapindo Plaza, JI. Jend. Sudirmarl Kav. 54·55, Jakarta 12190. Neither this Product nor any
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residerlts except in compliance with
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to irl this Product have not been
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regUlations,
and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which
constitute an offer within the meaning of the Indonesian capital market laws and regulations, The Product is made available in Israel through Citibank NA,
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel. The Product is made
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. Via dei Mercanti, 12, Milan, 20121,
Italy. The Product is made available in Japan by Citigroup Global Markets Japan Inc. ('CGMJ'), which is regulated by Financial Services Agency, Securities
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-Marunouchi
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by 5MBC Nikko Securities Inc. it is being so distributed under
license. In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Global Equities Online (GEO)
website. If you have questions regarding GEO, please call (81 3) 6270-3019 for help. The Product is made available in Korea by Citigroup Global Markets
Korea Securities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment
Association (KOFIA), Citibank Building, 39 Da-dong, Jung·gu, Seoul 110-180, Korea. KOFIAmakes available registration information of research analysts
on its website. Please visit the fallowing website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea
Securities Ltd. http://dis.kofia.or.krlfsldis2lfundMgrIDISFundMgrAnalystPoo,jsp?companyCd2=A03030&pageDiv=02, The Product is made available in
Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No. 460819-0) ("CGMM') to its clients and CGMM takes responsibility for its contents.
CGMM is regulated by the Securities Commission of Malaysia Please contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 Kuala
Lumpur, Malaysia in respect of any matters arising from, or in connection with, the Product. The Product is made available in Mexico by Acciones y Valores
Banamex, SA De C. v., Casa de Bolsa, Integrante del Grupo Financiero Banamex ('Accival') which is awholly owned subsidiary of Citigroup Inc. and is
regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. Juarez, 06600 Mexico, D,F. In New Zealand the Product is made available to
'wholesale clients' only as defined by s5C(1) of the Financial Advisers Act 2008 ('FAA) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114
832 and AFSL No. 240992), an overseas financial adviser as defined by the FAA, participant of the ASX Group and regulated by the Australian Securities &
Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product is made available in Pakistan by Citibank NA Pakistan
branch, which is regulated by the State Bank of Pakistan and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box
4889, Karachi-74200. The Product is made available in the Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc.,
which is regulated by the Philippines Securities and Exchange Commission. 20th Floor Citibank Square Bldg. The Product is made available in the
Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by
The Bangko Sentral ng Pilipinas. The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc.,
which is regulated by Komisja Nadzoru Finansowego. Dam Maklerski Banku Handlowego SA ul.Senatorska 16, 00-923 Warszawa. The Product is made
available in the Russian Federation through ZAO Citibank, which is licensed to carry out banking activities in the Russian Federation in accordance with the
general banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with the license issued by the Federal
Service for Financial Markets. Neither the Product nor any information contained in the Product shall be considered as advertising the securities mentioned
in this report within the territory of the Russian Federation or outside the Russian Federation. The Product does not constitute an appraisal within the
meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation. 8-10
Gasheka Street, 125047 Moscow. The Product is made available in Singapore through Citigroup Global Markets Singapore Pte, Ltd, ('CGMSPL'), a capital
markets services license holder, and regulated by Monetary Authority of Singapore. Please contact CGMSPL at 1Temasek Avenue, #39-02 Millenia Tower,
Singapore 039192, in respect of any matters arising from, or in conrlection with, the analysis of this document This report is intended for recipients who are
accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap, 289). The Product is made available by The Citigroup
Private Bank in Singapore through Citibank, NA, Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of Singapore.
Please contact your Private Banker in Citibank N.A, Singapore Branch if you have any Queries on or any matters arising from or in connection with this
document. This report is intended for recipients who are accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap.
289), This report is distributed in Singapore by Citibank Singapore Ltd ('CSL') to selected Citigold/Citigold Private Clients. CSL provides no independent
research or analysis of the substarJce or in preparation of this report. Please contact your Citigoldl/Citigold Private Client Relationship Manager in CSL if you
have any Queries on or any matters arising from or in connection with this report. This report is intended for recipients who are accredited investors as
defined under the Securities and Futures Act (Cap. 289). Citigroup Global Markets (Ply) Ltd. is incorporated in the Republic of South Africa (company
registration number 20001025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is
regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial Services Board. The investments and services
contained herein are not available to private customers in South Africa, The Product is made available in Spain by Citigroup Global Markets Limited, which
is authorised and regulated by Financial Services Authority. 29 Jose Ortega Y Gassef, 4th Floor, Madrid, 28006, Spain. The Product is made available in
the Republic of China through Citigroup Global Markets Taiwan Securities Company Ltd. ('CGMTS'), 14 and 15F, No.1, Songzhi Road, Taipei 110, Taiwan
and/or through Citibank Securities (Taiwan) Company Limited ("CSTL'), 14 and 15F, No.1, Songzhi Road, Taipei 110, Taiwan, subject to the respective
license scope of each entity and the applicable laws and regulations in the Republic of China. CGMTS and CSTL are both regulated by the Securities and
Futures Bureau of the Financial Supervisory Commission ofTaiwan, the RepUblic of China. No portion of the Product may be reproduced or quoted in the
Republic of China by the press or any third parties [without the written authorization of CGMTS and CSTL]. If the Product covers securities which are nat
allowed to be offered or traded in the Republic of China, neither the Product nor any information contained in the Product shall be considered as advertising
the securities or making recommendation of the securities in the Republic of China, The Product is for informational purposes only and is not intended as an
offer or solicitation for the purchase or sale of asecurity or financial products. Any decision to purchase securities or financial products mentioned in the
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Product must take into account existing public information on such security or the financial products or any registered prospectus, The Product is made
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Continue to Favor Midstream Over Utilities

III Weather Driving Performance - Predictably, weather is having an impact on utility
volumes, storage spreads and NGL prices (propane) in 1Q. We believe the soft quarter
is providing an entry point into some of our names. In particular, we believe ATO, NI
and UGI have witnessed near-term headwinds into the quarter. We rate UGI Buy but
continue to rate ATO and NI Neutral with modest total returns in these two names. OKE
and SE have also seized up ahead of a soft quarter. While we remain Neutral on these
two names, they do have modest upside from current levels especially given our
secular bull thesis on the growth of liquids and midstream infrastructure.

II Infrastructure Focus Picks - We are raising our target price on WMB to $36 and
continue to remain bullish on the name despite what looks to be a full price for the
Caiman acquisition. We believe the acquisition has significant option value should
volumes in the Utica shale take off. We are adding SUN to our list of recommendations
in the pipeline space as the company makes the transition from a refining company to a
pipeline company. We continue to have a positive bias on CNP and SRE as companies
that could end up using the MLP as a financing vehicle for midstream, pipeline and
LNG infrastructure growth.

III Energy Focus Picks - Our top pick amongst our energy focus names remains EGN,
where we believe investors continue to receive $5-10 pIs of "free" oil/liquids exploration
upside. NFG remains our defensive gas name in the group, with a sizeable portion of
its cash flows underpinned by its regUlated assets and oil production in California.

Current Year Next Year
Rating Target Price Earnings Estimates Earnings Estimates

Ticker Old New Old New Old New Old New
ATO 2 2 US$35.00 US$35.00 US$2.34 US$2.34 US$2.57 US$2.57
CNP 1 1 US$22.00 US$22.00 US$1.1 B US$1.16 US$1,20 US$1.19
EGN 1 1 US$63.00 US$60.00 US$3.24 US$3.09 US$4,B1 US$4.55
ENB 2 2 US$36.00 US$36.00 C$1.64 C$164 C$1.89 C$1.B9
EOT 2 2 US$52.OO US$52.00 US$1,44 US$1.55 US$2,OO US$2.14
GAS 2 2 US$43.00 US$41.00 US$312 US$2.83 US$3,17 US$3.04
MDU 2 2 US$21.00 US$21.00 US$1.28 US$1.10 US$1.61 US$1.45
NFG 1 1 US$63.OO US$57.OO US$2,61 US$2.42 US$329 US$2.92
NI 2 2 US$22.00 US$24.OO US$1.4B US$1.3B US$1.50 US$1.51
OKE 2 2 US$86.00 US$90.00 US$3,35 US$3.36 US$3.81 US$3.50
SE 2 2 US$32,OO US$32.OO US$1.88 US$1.85 US$2.02 US$1.9B
SRE 1 1 US$65,OO US$65.OO US$4.27 US$4.43 US$4.78 US$4.44
STR 1 1 US$20.50 US$20.50 US$1.21 US$1.21 US$1.32 VS$1.28
SUN 1H 1H US$51 ,00 US$51.00 US$1.23 US$1.23 US$3.19 US$3,19
SWX 1 1 US$4700 US$47,OO US$3.05 US$2.98 US$3.12 US$305
TEG 2 2 US$55,OO US$55DO US$3.65 US$3.45 US$3.68 US$3,68
TRP,TO 2 2 C$42,OO C$42,OO C$2.39 C$239 C$2.56 C$2,64
UGI 1 1 US$33.00 US$31.00 US$2.24 US$1.95 US$2.61 US$2,50
WC 2 2 US$28.00 US$2900 US$1.87 US$1.84 US$1.92 US$1.88
WMB 1 1 US$32.50 US$36,OO US$1.64 US$1.49 US$1.91 US$1.70
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See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures.

Citi Investment Research &Analysis is adivision ofCitigroup Global Markets Inc. (the 'Firm'), which does and seeks to do business with companies covered in its research
reports. k, aresu~ investors should be aware thal the Firm may have aconflict of interest that could affect the objectivity ofthis report. Investors should consider1his report
as only asingle factor in making their investment decision.
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YTD the S&P 500 has generated a total return of +10.3%. On the flip side, utilities
underperformed across the board, as the S&P 500 Utility Index fell 1.7%, and PHLX
Utility Index was -1.6% lower. Meanwhile, our proprietary Gas Utilities index was
unable to buck the trend, and underperformed both the S&P 500 and broader utility
based indices, falling -2.9% YTD.

Our Gas Utility Index is comprised of pipeline and gas utilities that trade in North
America. Currently, the index trades at a forward PIE of 15.6X, slightly lower than
levels at the end of 2011 (16.2X), but unchanged from the same period last year.

Meanwhile BBB corporate bonds have bounced of their decade lows and currently
yield 5.6%, but back to levels at the beginning of2012. 10-year US treasury yields
have also followed in lockstep, bouncing of their lows in January (1.9%) to 2.2% at
the end of the first quarter. Recent weakness in the 1O-year (1.96%) has resulted in
a mini rally for the pure play utilities.

In an effort to identify the impact of macro relationships on the Gas Utility sector, our
research indicates that BBB Corporate bond yields serve as a better benchmark to
assess valuation multiples. We have derived a regression model, which looks at
BBB corporate bond yields vs. Gas Utility PIE mUltiples. Current levels for both
BBB Yields and PIE ratios for the Gas Utility index indicates valuations for
gas utilities are slightly elevated. Figure 1 provides a range for where our gas
utility index would trade versus BBB bonds based on our regression model which
looks back at 15 years of historical data.

Figure 1. Relative Value of Gas Utilities Figure 2. Gas Utility Index Valuation vs. BBB Corp. Bond Yields
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Overall, Gas Utilities are trading marginally higher than their average multiple over
the last 15 years. Nonetheless, we think it's noteworthy for investors to recognize
that BBB corporate bond yields have bounced of their decade lows. Historically,
higher bond yields have had an inverse relationship with Gas Utility valuation
multiples. But given the consensus outlook for interest rates is that they will remain
at historical low levels, we don't anticipate significant downside risk to gas utility
valuation mUltiples for at least the next few quarters. A considerable uptick in
inflation expectations andlor a revised global outlook for stronger global
economic growth would cause us to potentially re-rate the sector.
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Figure 3. Gas Utility Index vs. S&P 500 Valuations
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The Gas Utilities Index has traded at a relative premium valuation to the S&P for the
16 months. In the past decade, Gas Utilities have traded at a premium twice
relative to the broader market. In both cases, the premium lasted for 7 months.
A combination of an extended low interest rate environment, favorable appetite for
dividend oriented stocks and strong infrastructure growth outlook could keep
valuations at higher than historical levels for what we have seen in recent history.

Q1/12 Weather Results Warmer than Normal

Figure 4. Gas Utility Coverage Universe Weather Sensitivity

40.0% ~------------'----"

30.0%

20.0%

-30,0%

-40.0%

-29% Io:!% -31%

8%

-50,0% "----------------------------------'
u
>
>

ll!...
en

Cl
Z
W

d
w

o...
<l:

. "Q. ~
0. 0.
Z 1}

c..- U D_HD_D_D_."_'all_O_,f_rn_rn_No_ffilBI II HJD_~_%_Gh_arljJ_e__._ .._

Source: Cili Investment Research and Analysis



Natural Gas & Gas Utilities
23 April 2012

CASE NO. 2013-00148
ATTACHMENT 1

TO OAG DR NO. 1-183

Historically warmerthan normal temperature in Q1/12 will likely be the main story
this earnings season. Across our coverage universe, temperatures were nearly
22% warmer than normal. Consequently, we expect most companies in our
universe to see a potential decline in earnings over the same period last year.
However, in the last few years, the implementation of weather normalization and
decoupling mechanism should help mitigate a significant fall of in Y-o-Y
comparisons. See our 2012 industry outlook on Natural Gas & Gas Utilities for
additional details on companies with such programs in place.

Cheap Natural Gas Drives Downstream
Demand
NYMEX Natural Gas prices averaged $2.40/Mcf in 01 '12, down -27% from the
$3.27/Mcf in 04'11 and down -43% y/y. US horizontal rigs drilling for natural gas
declined to 434 during Q1'12 from 594 in Q4'11, primarily driven by a 68 rig
decrease in the Anadarko BaSin and a 56 rig decrease in the Haynesville.

Figure 5. US Horizontal Gas Rig Count
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Despite these low natural gas prices and the continued shift of rigs drilling in dry gas
areas to liquids-focused pockets of hydrocarbon production (Permian / Eagle Ford I
Bakken), gas production is expected to continue to increase according to our
internal Citi estimates (as well as projections from the E1A) as companies continue
to drill to 1) hold acreage; 2) satisfy JV commitments; and 3) produce incremental
off-gas from liqUids rich plays. We currently forecast average production growth of
-2% in 2012 & 1.5% in 2013 versus EIA data of 4.5% & 1% growth, respectively.

Based on available 2012 data from the EIA, lower 48 marketed gas production of
68.2Bcf/d in January of 2012 (latest available month) was up -9% y/y.
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We believe that the majority of incremental natural gas supply will come out of the
Marcellus region (PA + \/'N). We currently estimate 2012 Marcellus production to
average -5.6Bcf/d, up from 3.6Bcffd in 2011 (implied -55% growth rate). Given the
relatively low production costs in the Marcellus coupled with its proximity to the
Eastern Seaboard & East coast demand centers, we believe that the Marcellus will
continue to see capital investment. According to data from the EIA, production in the
Marcellus region could reach 16.3Bcffd by 2035, or -23% of total US gas
production (versus -7% today).

While low natural gas prices adversely affect the upstream companies (ignoring any
impact of production hedges), consumers and end-users are the clear beneficiaries.
In addition, Midstream companies, the conduit between the upstream natural gas
producer and the demand centers, continue to benefit from infrastructure projects to
get this cheap US gas to market.

Specifically, we estimate that natural gas demand from the Industrial & Electric
generation sector will drive large scale midstream infrastructure investments over
the next several years. Based on data from the EIA (we use a 3 month-moving
average), Industrial demand is up -1% through January 2012 (to -19.8Bcf/d­
seasonal high) over the comparable period in 2011, with Electric Demand (for power
generation) up -13% (to -19.62Bcf/d). We project electric power demand will grow
to an average of -23.8/Bcf in 2012, or -14% above 2011 levels. In addition, we
believe that there could be an incremental 52Bcf/d demand potential for coal-to-gas
SWitching given the cheap relative natural gas prices (see chart below).

We project a decline of -6% in electric generation demand in 2013 (over 2012
levels) to an average 22.3Bcf/d. We believe that coal-to-gas switching could
average -3.2Bcf/d in 2013. On the !ndustrial side, we estimate that Industrial
demand could grow -1.7% in 2012 to 18.8Bcf/d and an additional 3.4% in 2013 to
19.4Bcf/d (3MMA).
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Figure 6. Coal vs. Gas Cost - Power Gen Cost Comparison
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Q1 '12 NGL Prices Decline on Feedstock Build
as Ethylene Crackers Are Off-line
On the NGL side, we calculate that the average generic US barrel averaged
$1.27/gal at Mont Belvieu in 01'12, down -12% sequentially and down -2% y/y.
Specifically, we estimate that Ethane prices averaged $0.56/gal, Propane
-$1.26/gal, Normal Butane $1.87/gal, Isobutane $2.03/gal and Natural Gasoline
-$2.39/gal).

Ethane prices declined -35% sequentially (from $0.85/gal in 04'11) and about 13%
y/y We believe this was caused by two primary factors: 1) Low natural gas prices
as Ethane is generally priced off natural gas (versus the heavier components, C3+,
off oil); and 2) a number of Ethane crackers that were down during the quarter.
Interestingly, Ethylene margins (spot) increased dramatically during the first quarter
to $0_34/lb versus -$0.09/lb in 04'11 as the combination of cheap and abundant
feedstock (Ethane) with reduced consumption (cracker outages) and limited
ethylene supply helped boost margins for the chemical companies.

In January, US Ethane stocks of 24.8mmbbls, were at the highest level since July of
2010 when they reached -27.3mmbls (see chart below). On the propane side,
propane prices were down -10% y/y to $1.26/gal from $1.39/gal during 10'12.
Propane is a seasonal fuel and therefore needs to be taken in the context of winter
heating demand. As such, we show the y/y % changes in Propane inventories,
which have spike in January of 2012. We link this to the unseasonably mild winter
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that also had an adverse effect on natural gas prices. Since Ethane & Propane are
generally the main components of the average US NGL barrel (we estimate
anywhere from 65%-75%), we are not surprised that NGL prices have shown some
weakness as of late despite the fact that Normal Butane, Isobutane & Natural
Gasoline are up -8% on average y/y_ We have accounted for this in our Ql' 12
estimates in all of our operating models.

Figure 7. US Ethane Stocks Figure B. YlY %Change in Propane Inventories
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Earnings Estimates &Conference Call
Details

Figure 9. CQ1 2012, FY2012 & FY2013 Estimates versus Consensus &CQ1 2012 Earnings Calendar

Source: Citi Investment Research and Analysis, Thompson FirslCall, Company Data
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AGL Resources Inc (GAS)
Lower Estimates on Weather &Challenged MidstreamlWholesale

II Q1 Earnings - We are lowering our 01/12 estimates to $1.46 per share, down
from $1.59, and above consensus of $1.39. In addition, we are adjusting our
2012/2013/2014 EPS estimates to $2.83/$3.04/$3.09. Our revised estimates
account for the updated outlook provided by management at the analyst day held
in late March/12 (gUidance of $2.80-2.95 earnings per share in 2012). Our
updated numbers include the full integration of the Nicor acquisition. Despite
AGL's utilities being immune from weather due to weather stabilization programs,
our numbers reflect the impact of lowering earnings from the acqUired Nicor utility
which presently does not have such mechanisms in place and will likely be
impacted by the historic temperatures.

Neutral
Price (20 Apr 12)
Target price

from US$43.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

2
US$38,31
US$41 ,00

7.0%
4,7%

11.7%
US$4,491M

II Weather - Warmer than normal temperatures are expected to impact GAS
earnings on the quarter, primarily in their Midwest footprint. Our proprietary
weather model indicates HOD's with GAS geographic footprint to be down more
than 25% versus normal temperatures. We expect the majority of the impact to
LOC EBIT to come from the Midwest footprint.

II Retail- Our estimates on the quarter include the roll-up of the legacy Nicor
retail segment, which includes more than 500k new customers. In our valuation,
We assume that customer profitability to be within range ofAGL's Southstar
business. We will look for additional color on expansion plans (e.g. cross-selling)
and per customer costs which have been trending higher or late.

Price Performance
(RIC: GAS.N, BB: GAS US)

II Wholesale/Midstream - Gas prices and storage market fundamentals remain
challenged despite seasonal spreads improving in the quarter. We have taken
down our margin estimates slightly associated with Sequent and updated our
model for the Central Valley Storage facility in CA, expected to come on-line in
03/12.

II! Rating & Target - We are lowering our target price from $43 to $41 on our
revised earnings outlook and continued hurdles facing the Wholesale and
Midstream divisions.

EPS Q1 Q2 Q3 Q4 FY Fe Cons

2011A 1.59A O.22A O.03A a.BBA 2.74A 2.92A

2012E 1.46E D.16E D.D7E 1.1SE 2.83E 2.82E

Previous 1.59E O.23E O.22E 1.07E 3.12E na

2013E UBE D.21E D.13E 1.22E 3.04E 3.D4E

Previous 1.61E O.24E O.23E i.09E 3.17E na

2014E 1.52E D.2DE D.12E 1.26E 3.09E 3.18E

Previous 1.64E O.25E O.23E 1.11E 3.23E na

Source: Company Reports and dataCenlral, CI R. FC Cons: First Call Consensus.
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CASE NO. 2013-00145
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North Arti~R~~ ~mtE1i<!fStates

Gas Utilities (GICS) I Integrated Natural Gas & Gas Utilities (Citi)

Atmos Energy Corp (ATO)
Maintain Neutral; Staying Focused on Rate Base Growth

II Rating & Target - We are maintaining our Neutral rating, however the stock
trades at a discounted valuation versus its peer group. ATO trades at a discount

despite an earnings mix that it skewed (90%+ regulated) towards lower risk
growth. We don't anticipate any material change to the dividend policy in the
near-term despite improved leverage ratios and a payout ratio at the bottom end
of its historical range.

II Q2 Earnings - Our EPS estimate for 02'12 is $1.41, slightly below consensus
at $1.43. We recently accompanied management on non-deal road show through
the Midwest. Meetings were generally constructive as management provided
more clarity on plans to increase rate base through regulatory constructs through
their jurisdictions and opportunities for transmission growth in TX.

Neutral
Price (20 Apr 12)
Target price
Expected share price return
Expected dividend yield
Expected total retu rn

Market Cap

Price Performance
(RIC: ATO.N, BB: ATO US)

2
US$32.00
US$35.00

9.4%
4.3%

13.7%
US$2,887M

.. Weather - We estimate temperatures were 20% warmer than normal during the
quarter within ATO's service area. However, ATO has weather normalization
mechanisms in place through TX, KY and LA. Hence, we don't expect a material
drop off in earnings related to the abnormal temperatures.

II Capex Ramping - One of the main discussion points with investors during our

road show was the growth potential in capital spending within the regUlated
businesses, in particular transmission. The opportunity to grow capex associated
with the regUlated business looks promising going into the middle of the decade.
The majority of the capital spending over the next several quarters is tied to
regUlatory recovery mechanisms with expedited payback mechanisms that
generate ROE's in the 10-11 % range. The CEO outlined that they are actively
pursuing transmission projects within TX looking to capitalize on expansion
projects within the shale regions. Management stressed they have no immediate
plans to pursue any acquisitions and would rather focus on organic growth. We
estimate rate base growth over the next two years to be in the 6% range.

III Marketing - EPS contribution from this segment is likely to continue to decline
but at a slower pace. EBIT from the segment has gone from the mid-teens in
2009 into the low single digits today. Management has no plans to exit the
business, but emphasized no incremental capital would be put to work.

EPS Q1 Q2 Q3 Q4 FY FCCons

2011A O.76A U5A O.OBA ..Q.21 A 2.28A 2.34A

2012E O.72A 1.41E O.17E O.05E 2.34E 2.33E

Previous O.72A 1.41E O.17E O.OSE 2.34E na

2013E O.8SE 1.42E O.19E O.09E 2.57E 2.49E

Previous O.88E 1.42E O.19E D.09E 2.57E na

2014E O.89E 1.46E O.20E D.10E 2.65E 2.55E

Previous O.89E t46E O.20E O.1DE 2.65E na

Source: Company Reports end dataCentral, CIR. FC Cons: FifO! Cell Consensus.
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CASE NO. 2013-00148
ATTACHMENT 1

North Ari'i@R~g ~UIl1t~-d5States

Multi·Utilities (GICS) I Integrated Natural Gas & Gas Utilities (Citi)

CenterPoint Energy Inc (CNP)
Lowering Estimates on Weather; Reinvestment Announcement
Soon

III Company Update
III Estimate Change

Faisel Khan, CFA
4212-816-2825
faisel.khan@cili.com

Buy
Price (20 Apr 12)
Target price
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: CNP.N, BB: CNP US)

1
US$19.53
US$22.00

12.6%

4.1%

16.8%
US$8,326M

III Q1 Earnings - We are lowering our EPS estimate for the quarter to $0.32 per
share from $0.34, slightly below consensus on the impact of warmer weather.

III Weather - On average, temperatures across GNP's operating footprint were
nearly 30% warmer than normal. GNP has decouplingfenergy efficiency

mechanisms in place multiple jurisdictions (AK, LA, MN, OK), so we expect
earnings to fair relatively better than other companies in our universe.

III Midstream - During the quarter, GNP announced plans to expand their

gathering systems in OKfKS, with plans to build a 300 mile high-pressure
gathering line and 200 MMcf/d of processing capacity. The project will connect
inter & intra- state markets with NGL volumes going to the Medford Hub in OK.
Our estimate for Field Services is unchanged for the quarter at $62 mm in EBIT.

III Transmission & Distribution - ERGOT issued an updated resource adequacy
report in March/12. The report indicates a significant risk that demand for power
could drive prices higher this summer as reserve margins continue to trend lower
in Texas. This could lead to an upside surprise to earnings on the back-end of
this year. See the note from our Electric Utilities team for more color (Hook 'Em

Horns Part II).

II True-Up Proceeds - The Transition bonds were issued early in the quarter for
$1.7 BN related to the stranded costs and associated true-up balances. We
anticipate management will make an announcement shortly on how they plan to
deploy this capital.

• Rating & Target - We continue to rate the stock a Buy and maintain our $22

per share target price. The stock remains at a discount on an EV/EBITDA basis
relative to our regUlated gas utility universe, which we believe should unwind
once capital associated with the true-up proceeds is put to work.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A O.34A O.27A O.93A O.27A 1.82A 1.27A

2012E O.32E O.25E O.33E O.26E U6E 1.14E

Previous O.35E O.25E O.32E O,25E U8E na

2013E O.34E a.24E a.34E O.27E 1.19E 1.24E

Previous O.36E O.26E O.33E O.26E 1.20E na

2014E O.35E O.25E O.36E G.28E 1.23E 1.34E

Previous Q.38E O.28E O.3SE O.27E 2.23E na

Source: Company Reports and dataCentral, CIR FC Cons: First Call Consensus.
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North America I United StatesNorth ArYi~Reg fUffite-d8States
Oil & Gas Storage & Transportation (GICS)Oil & Gas Storage &

Transportation (GICS) I Pipelines (Citi)Pipelines (Citi)

Enbridge Inc. (ENS)
Maintain Neutral Rating; Target $36

lIII EPS - We estimate that Enbridge will eam $0.49p!s in Q1 '12 vs. the Street at
$0.48p!s. Our 2012 estimate is $1.64pfs, in-line with consensus of $1.64pfs. ENB
is gUiding to $1.58-$1.74, which implies a 12% EPS growth rate. Our 2014
estimates increase as a result of additional growth projects.

Timm Schneider
...1-212-816-2808
timm.sc!lneider@citi.com

Neutral
Price (20 Apr 12)
Target price
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: ENB.N, BB: ENB US)

2
US$39,89
US$36,OO

-9.8%
2.8%

-6.9%
US$31 ,200M

lIlI Conference Call - We expect the call to focus on updates of ongoing and
potential growth projects. We expect atlention will fall on the $2.8 billion (recently
upsized from $1.9 billion) Flanagan South project as well as the $1.5bn Seaway
Pipeline (including reversal and extension). ENS is projecting that first oil could
flow from Cushing to the Gulf Coast via Seaway in June of 2012.

III Liquids Pipelines - We expect EBIT of $230mm up from $228mm in 01'11.
Our FY'12 EBIT estimate is -$1 bn. Our total Mainline volume assumption of
2.2mmbbls/d is roughly in-line with 2011 volumes. We estimate ENB's current
project backlog at -$10 billion through 2015.

lIlI Gas Pipelines, Processing & Energy Services - We expect EBIT of $78mm
down from $89mm in Q1'11. Our FY'12 EBIT estimate is -$342mm versus
$320mm in 2011. We estimate that ENB has -$2.5bn of expansion projects at
this business segment.

lIlI Earnings & Cash Flow - We estimate that ENB will grow earnings -12% per
annum through 2015, slightly above company guidance of 10%. Our estimates
could prove conservative if ENB were to secure additional projects beyond our
assumptions. Enbridge has identified in excess of $20bn of additional growth
projects over the next 5-10 years (In addition to $13bn of secured projects and
-$7bn of risk-adjusted projects through 2015).

II Moving East - In our opinion, the next potential wave of growth projects could
come on the heels of a push to get crude oil to the Eastern Seaboard, specifically
a bigger push into Canada and potentially even the Northeast refining complex.
We expect additional color on the conference call.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A O,44A 0.24A O.31A O.31A 1.73A 1.48A

2012E O.49E O.37E O.33E O.46E 1.64E 1.64E

Previous O.49E O.37E O.33E OA6E 1.64E na

2013E O.56E O.42E O.39E O.51E 1.89E 1.87E

Previous O.59E O.41E O,39E 0.50E 1.89E na

2014E O.62E O.49E O.46E O.56E 2.l4E 2.l3E

Previous O.60E 0.47E O.44E O.56E 2.07E na

Source: Company Reports and dataCenlral, GIR. FC Cons: Rrst Call Consensus.
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CASE NO. 2013·0D148
ATTACHMENT 1

North America I United StatesNorth Arilj'i1R~g rlJJffitEke¥States
Oil & Gas Exploration & Production (GICS)Oil & Gas Exploration &

Production (GICS) I Integrated Natural Gas & Gas Utilities (Citi)lntegrated
Natural Gas & Gas Utilities (Citil

Energen Corp (EGN)
EGN Remains Favorite Integrated Gas Name; Target $60

II EPS~ Our estimate for the quarter is $1.17 per share, in-line with consensus.
While our estimates for the utility business (Alagasco) remain largely unchanged
due to weather normalization, we have marked our model to market for Q2 actual
commodity prices. Our assumptions for EGN's actual realizations remain
conservative at $99/bbl of oil, $2.35 per mcf of gas and $1.06 per gal of NGL.
Our FY 2012 EPS is $3.09 vs. the Street at $3.43. We assume $106 oil (Wfl),
$2.40 gas & 1.10/gal of NGL.

Timm Schneider
+1-212-816-2808
timm.schneider@citi.com

Buy
Price (20 Apr 12)
Target price

from US$6JOO
Expected share price return
Expected dividend yield
Expected total return

Market Cap

1
US$46.75
US$60.00

28.3%
1.2%

29.5%
US$3,371M

II Guidance~ EGN is currently guiding to $3.15-$3.55 in EPS for 2012. The
company assumes $95 oil, $3 gas & $1.11 gal for NGL's. We believe the gas
estimate might be revised downward while the oil estimate remains conservative.
EGN's production forecast is 24mmboe, which is in-line with our estimate. EGN
could lower the bottom end of the guidance range to account for the low natural
gas prices, in our opinion.

II Quarter~We believe Q1'12 will largely be a non-event as all eyes will be
focused on the May 1st JV deadline (BHP has to make a decision at that time).
We do not think that EGN will have a decision by the conference call. We would
look for an additional 3fd Bone Spring well results out of the Eastern area of the
Pecos river PotentiallP rates from 55D-650boe/d should be viewed as
incrementally positive, in our view We believe that EUR's of 400-450Kboe have
some room for upward revision, though we do not expect it on this call.

Price Performance
(RIC: EGN.N, BB: EGN US)

.. E&P~ We estimate Q1 EBITDA of $146mm versus $178mm in Q4. Our
estimate is based on an average realized gas price of $2.35/Mcf, average
realized oil of $99/bbl & NGL of $1.06/gal. We estimate that daily production will
grow to 63Kboe/d, up from 60Kboe/d in Q1, mostly driven by the Permian. Our
current capex estimate for 2012 remains at $945mm.

II Distribution~We estimate 1Q EBIT of $79mm vs. $75mm in Q1 '11. Our 2012
EBIT estimate is $94mm versus $86mm in 2011.

III Rating & Target - We maintain our Buy rating. EGN remains our favorite name.
Our target price is now $60p/s from $63 previously as a result of our updated
commodity prices. We believe that investors currently receive -$5-1 opIs of "free"
exploration upside (Wolfcamp + Reeves County).

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A UGA 0.87A 0.75A 0.98A 191A 3.91A

2012E 1,HE O.53E O.53E G.85E 3.09E 3.42E

Previous 1.20E 0.59E 0.56E 0.90E 3.24E na

2013E 1,57E O.92E O.8GE 1.20E 4.55E 4,46E

Previous 1.63E 0.99E 0.93E 1.27E 4.81E na

2014E na na na na 3.99E 5.27E

Previous na na na na 4.15E na

Sourr:e: Company Reports and dalaCentral, CIR. FC Cons; Firsl Call Consensus.
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EQT Corporation (EQT)
Maintain Neutral Rating; Target $52

III EPS - Our estimate for the quarter is $OA5 per share, below consensus of
$0.61. We have lowered our estimates for the utility business to account for
warmer than normal temperatures (HDD's down ~26% y/y) in EQT's affected
service territories. Our FY 2012 EPS is $1.55 vs. the Street at $2.10, We assume
$106 oil (WTI) & $2AO gas. Our 2012 estimates actually trends slightly higher to
$1.55 from $1 A4 previously as we have adjusted our model for a higher liquids
uplift, mostly driven by West Virgina volumes (EQT is drilling -45 wells this year).

III E&P - We estimate Q2 EBITDA of $138mm versus $177mm in Q1. Our
estimate is based on an average realized wellhead price (net to EQT) of
$4.36/Mcf, which includes a liquids uplift of $0.97/Mcf. We estimate that equity
sales will grow to 633mmcfe/d versus 583mmcf/ed in Q1. We expect average
Marcellus production of ~351mmcf/dversus 271 mmcf/d last quarter.

Neutral
Price (20 Apr 12)
Target price
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: EQT.N, BB: EQT US)

2
US$46,67
US$52,OO

11A%
1.9%

13.3%
US$6,987M

.. Midstream - We estimate 1Q EBIT of $51mm vs. $57mm in Q1'11 (included
Big Sandy). We have lowered our number to adjust for depressed marketing
margins. Our 2012 EBIT estimate is $250mm versus $203mm in 2011.

II Distribution - We estimate EBIT for Q1 will be $38mm versus $45mm a year
ago as a result of lower throughput on the system (heating degree days expected
to be down -27% y/y according to our weather model). Our 2012 EBIT estimate
is $73mm vs. $78mm in 2011.

II Rating & Target - We maintain our Neutral rating and $52 target price as our
lowered natural gas price forecasts are offset by higher liquids contribution
calculations.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A O.G5A O.51A OA5A O.60A 221A 2,21A

2012E O.45E O.23E O.28E O.59E 1.55E 2.09E

Previous O.49E O.22E O.20E 0.53E 1.44E na

2013E O.62E O.46E O.41E O.65E 2.14E 2.80E

Previous O.67E OAOE O.35E O.58E 2.00E na

2014E O.70E O.56E O.53E O.7RE 2.57E 4.15E

Previous 0.70E OA5E OA2E O.66E 2.22E na

Source: Company Reports and dataCentral, CIR FC Cons: First Call Consensus,
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North Arili~R~~ rft.N1jt~*States

Multi-Utilities (GICS) I Utilities (Citi)

Integrys Energy Group, Inc. (TEG)
EPS Below Consensus; Rate Cases in the Queue

iii Q1 Earnings - Our estimate for the quarter is $1.56 per share, down from
$1.75, and below consensus of $1.61, on warmer weather and adjustments to
expense estimates at the utilities. Weather was 25% warmer in TEG's service
region. We estimate TEG will be partially mitigated by weather stabilization
mechanisms in place.

III Minnesota Rate Case - The ALJ in Minnesota provided their recommendation
to the MPUC to authorize a rate increase of $11 mm (9.4% ROE and 50.5%
Equity layer, rate base of $191 mm). TEG originally submitted a request for $15
mm, (11.25% ROE and 50% equity layer). The recommendation is better than
our estimate ($7 mm). The MPUC is scheduled to vote on the matter May 24/12.

Neutral
Price (20 Apr 12)
Target price
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: TEG.N, BB: TEG US)

2
US$53.20
US$55.00

3.4%
5.1%

8.5%
US$4,165M

III WPS Rate Case - One of the larger rate increases in 2012 was submitted to
regulators in Wisconsin during the quarter. For the electric segment, WPS is
seeking an increase of $85 mm (10.3 % ROE, 52% equity layer). At the natural
gas utility, TEG is requesting a modest increase of $13 mm with identical ROE
and equity layer as the electric division. A decision is expected to be handed
down by the end of the year.

II Rating & Target - Our rating and price target remain unchanged at Neutral and

$55 per share.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A 1.57A O.36A O.50A 1.00A 3.42A 3.38A

2012E 1.56E O.50E O.18E 1.21E 3.45E 3.49E

Previous U5E O.51E O.18E 1.21E 3.65E na

2013E na na na na 3.68E 3.64E

Previous na na na na J68E na

2014E na na na na 3.B6E 3.B4E

Previous na na na na 3.87E na

Source: Company Reports and dataCenlral, CIR. FC Cons; First Call Consensus.
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MDU Resources Group Inc (MDU)
Maintain Neutral Rating; Target $21

II EPS - Our estimate for the quarter is $0.19 per share, below consensus of
$0.22 but in-line with MOU's pre-announced number of $0.19. We have lowered
our estimates for the utility business to account for warmer than normal
temperatures (HOD's down -18% y/y) in MDU's affected service territories. We
have also adjusted our production estimate and Bakken differentials per MDU's
pre-announcement press release. Our FY 2012 EPS is $1.10 vs. the Street at
$1.22. We assume $106 oil (WTI) & $240 gas.

II Guidance - MDU just re-affirmed the 2012 guidance range of $1.00-$1.25. We
do not think the company will make any changes to this on the call. MDU
assumes $2.25-$2.75 gas & $95-$105 oil.

Neutral
Price (20 Apr 12)
Target price
Expected share price retu rn
Expected dividend yield
Expected total return

Market Cap

2
US$21.96
US$21.00

-4.4%
2.9%

-1.5%
US$4,147M

III E&P - We estimate 20 EBITDA of $62mm versus $71 mm in 01. Our estimate
is based on an average gas price of $243/Mcf (NYMEX) and average oil of
$91/bbl (Clearbrook). We estimate total daily production of 179mmcfe, with
-10.5Kbbls of oil. For 2012, our total production is 64.4Bcfe, down 3% y/y. Our
gas production estimate of 39Bcfe is down 14% while our oil production estimate
of4.2mmbbls is up 21% y/y.

III Gas Distribution - We estimate 20 EBIT of $42mm vs. $50mm in Qi'i1. We
have lowered our number to adjust for lower HDD's across MDU's affected
service territories. Our 2012 EBIT estimate is $76mm versus $83mm in 2011.

Price Performance
(RIC: MDU.N, BB: MDU US)

iii Construction Materials - We estimate a seasonal operating loss (generally a
weak quarter due to winter months and slowing of actiVity) of $28.1 mm for 10'12
versus a $33mm loss a year ago. Our 2012 EBIT estimate is $50mm vs. $51mm
in 2011. While we remain cautious on this segment over the near-term, we
acknowledge the operating leverage embedded in the case of an economic
recovery.

II Rating & Target- We maintain our Neutral rating, Our target price is $21 pIs.

EPS Q1 Q2 Q3 Q4 FY Fe Cons

2011A O.20A Q,24A 0.34A 039A 1.17A 1.19A

2012E ll.19E O.17E O.3SE ll.3SE 1.1llE 1.22E

Previous 0.26E O.21E O,38E 0.42E 1.28E na

2013E O.29E O.26E O.44E 0,46E 1.4SE 1.40E

Previous 0.35E 030E O,47E 0.49E 1.6iE na

2014E O.24E O.21E O.39E MOE 1.23E 1.49E

Previous 0.28E O.22E O,40E O.41E 1.31E na

Source: Company Reports and dataCentral. CIR. FC Cons: First Call Consensus,
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National Fuel Gas Co (NFG)
Maintain Buy; Liquids Upside Free Option

iii EPS - Our estimate for the quarter is $0.84 per share, below consensus of
$0.90. We have lowered our estimate for the utility business to account for
warmer than normal temperatures (HOD's down -26% yfy) in NFG's affected
service territories. Our FY 2012 EPS is $2.42 vs. the Street at $2.32. We assume
$106 oil (Wfl) & $2.40 gas.

IIIl Guidance - We believe that NFG will cut its 2012 gUidance range and
estimated production due to continued low(er) natural gas prices. Current 2012
EPS gUidance is $2.40-$2.65pfs and 81-90Bcfe of production (Cill at 82.5Bcfe).
Our 2013 estimate is 97Bcfe, implying -17% growth yfy, versus current gUidance
of 112-116. Our estimates assume that NFG will drop an additional rig and move
to a 3 rig program (currently still running 4).

Buy
Price (20 Apr 12)
Target price

from US$63.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

1
US$45.85
US$57.00

24.3%
2.8%

27.2%
US$3,809M

III E&P - We estimate 2FO EBIT of $50mm versus $58mm in FO 1. Our estimate is
based on an average gas price of $2.43fMcf and average oil of -$118/bbl (West
Coast). We estimate that daily production will grow to 234mmcf/d versus
202mmcf/d in F01. We expect average Marcellus production of -162mmcf/d
versus 124mmcf/d last quarter. We do not expect any results out of the Utica
liquids test well in the Henderson area, and we do not give NFG any credit for
potential liquids uplift in any of their Western acreage (-1 OOK+ potential for
liquids) pending actual well results.

1I Distribution - We estimate 20 EBIT of $54mm vs. $62mm in 01'11. We have
lowered our number to adjust for lower HOD's across NFG's affected service
territories. Our 2012 EBIT estimate is $114mm versus $127mm in 2011.

Price Performance
(RIC: NFG.N, SS: NFG US) • Pipeline - We estimate EBIT for 2FO will be $23mm versus $24mm a year ago

as a result of lower throughput. Our 2012 EBrT estimate is $78mm vs. $74mm in
2011 due to a full year of expansions in 2012.

II Rating & Target - We maintain our Buy Rating. Our target price is now $57p/s
from $63 previously as a result of our updated commodity prices.

EPS Q1 Q2 Q3 Q4 FY FCCons

2011A O.70A 1.00A O.S6A O.4SA ViA 2.71A

2012E O.73A O.84E O.ME O.41E 2.42E 2.47E

Previous O.77E O.94E O.47E 0.43E 2.61E na

2013E O.83E 1.D1E O.S3E D.56E 2.92E 2.71E

Previous O.87E 1.09E O.63E O.70E 3.29E na

2014E D.9DE O.99E O.52E O.46E 2.87E 3.16E

Previous 1.10E 1.24E O.78E O.73E 3.86E na

Source: Company Reports and dataCentral, CIR. FC Cons: First Call Consensus.
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NiSource Inc (NI)
Below Street on Earnings; Utica Expansion in Early Innings

III Earnings - Our estimate for 01/12 adjusted earnings is $0.61 per share, down
from $0.72, on weather. We estimate temperatures were more than 20% warmer
than normal during the quarter, However. despite the company's stabilization
mechanisms that are in place across its service territory, we expect EBIT at the
LDC to decline by -$30 mm. However, we have raised our estimates for 2013
and 2014 to $1.51 and $1.62 per share on new projects that were announced
during the quarter.

III Utica Midstream - In the first quarter, NI announced the new gathering projects
totaling more than 600 MMcf/d in volumes of wet and dry gas in OH and Western
PA. We estimate the projects could add -$0.04-$0.05 per share starting in 2013.

Neutral

Price (20 Apr 12)
Target price

from US$22,00

Expected share price retlJrn
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: NI.N, BB: NI US)

2
US$24.41
US$24.00

-1,7%
3.8%

2.1%
US$6,927M

III Capital Spending - We will look for further color on the call for the company's
plans to develop transmission opportunities in the Utica, along with additional
color on spending related to the pipeline replacement program. Management
estimates the investment could be upwards of $4 BN over the next decade.
Capex spending in 2012 increased nearly 25% over 2011 (39% LDC, 31 % GTS,
30% Electric).

.. Financing - On March 1/12, NI filed for a shelf registration for the potential sale
of $28 mm in equity, covering the sale of 2 mm shares to be offered through the
DRIP and stock purchase plan.

III Rating & Target - Our rating remains Neutral, however, we have a positive bias
towards the potential opportunity ahead of the company, particularly in its Utica
shale footprint, which we are starting to see visibility on future projects. Early
exploration data in the region remains constructive. We are raising our target
price to $24 per share from $22.

EPS Q1 Q2 Q3 Q4 FY FCCons

2011A O.72A O,i4A O.12A O.31A 129A USA

2012E O.6iE O.iBE O.16E O.ME 1.3BE USE

Previous D.72E O,i8E D.16E D.44E 1.48E na

2013E O.69E O.i9E O.16E O.46E 1.51E 1.52E

Previous O.69E 0i9E O.16E OA6E 1.5DE na

2014E O.7iE O.22E O.21E O.4BE 1.62E 1.60E

Previous O.7iE O.21E D.20E DABE 1.60E na

Source: Company Reports and dataCentral. CIR. FC Cons: Fir.;! Cali Consensus,
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Oneok Inc (OKE)
Maintain Neutral Rating; Target Up to $90; Longer-Term Growth

iii EPS - Our estimate for the quarter is $1.30 per share, below consensus of
$1.35. We have lowered our estimates for the distribution business slightly to

account for warmer than normal temperatures (HOD's down -20% y/y) and
reduced our margin assumptions at the Energy Services segment. Our FY 2012
EPS is $3.49 vs. the Street at $3.65. We assume $106 oil, $2.40 gas & an
average NGL price of $1.47 in 2012.

Faisel Khan, CFA
+1-212-816-2825

faisel.khan@citi.com

Timm Schneider
+1-212-816-2808
timm.schneider@citi.com

Neutral
Price (20 Apr 12)
Target price

from US$86.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: OKE.N, SS: OKE US)

2
US$82,83
US$90,OO

8.7%
3.2%

11.9%
US$8,60BM

iii Distribution - We estimate1Q EBIT of $109mm vs. $105mm in Q1'11. We
have lowered our number to adjust for lower retail marketing margins and lower
HOD's across OKE's affected service territories, though we caveat that
Oklahoma could be better than expected due to a shift to fixed fee vs. variable
and new performance based rates. Our 2012 EBIT estimate is $21omm
(guidance $225mm).

III Energy Marketing - We estimate EBIT for 1Q will be $25mm versus $48mm a
year ago as a result of lower volumes & margins. Our 2Q12 EBIT estimate is
$10mm vs. guidance of $40mm. We would not be surprised to see OKE lower
this guidance number on the call. OKE continues to reduce the physical size of
this business by paring down storage commitments.

II OKS - We estimate 1Q EBIT of $234mm, roughly in-line with our MLP Team

estimates. Continued strength at OKS is mostly driven by the NGL segment,
where we expect EBIT of $150mm vs. $100mm a year ago. Our estimate is
based on a Conway - Belvieu spread of -$0.25/gal vs. $0.13/gal in Q1 '11.

III Cash Flow - We estimate that cash distributions to OKE from OKS will almost

double to $850mm in 2015 from $430mm in 2012 (GP + LP) as a result of
announced growth projects (most recently -$2 billion of growth projects in the
Bakken and -$350mm of growth in the Woodford shale). We estimate that OKE
will be able to build these projects at 6x EBITDA (Midpoint of 5-7x EBITDa

range).

II Rating & Target - We maintain our Neutral Rating. We are raising our target
price to $90p/s from $86 previously as a result of our updated assumptions for
recently announced growth projects. Our valuation ranges from $79p/s on a P/E

multiple basis to $106 on a DCF basis.

EPS Q1 Q2 Q3 Q4 FY Fe Cons

2010A 1.44A 0.39A 0.42A 0.74A 2.99A 3.10A

2011E 1.19A O.51A O.57A 1.0BA 3.36E 3.34E

Previous 1,19A 0.51A 0.57A 1.07E 3.35E na

2012E 1.30E O.65E O.67E O.BBE 3.50E 3.63E

Previous 1.50E 0.69E O.64E 0.98E 3.81E na

2013E 1.50E O.B2E O.90E 1.12E 4.34E 4.16E

Previous 1.56E 0.82E 0.9OE 1.24E 4.53E na

Source: Company Reports and dalaCentral, CIR. FC Cons: First Cal i Consensu s,
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Questar Corp (STR)
Maintain Buy; Target $20.50

II EPS - We estimate that STR will earn $0.44 in Q1 '12 versus consensus of
$0.43p/s. STR's utility is decoupled and has weather normalization in place,
protecting volumes against the warmer weather (20%-25% on average). Our
2012 estimate is $1.21p/s vs. consensus of$1,19p/s.

Timm Schneider
+1-212-816-2808
timm,schneider@citi.com

Buy
Price (20 Apr 12)
Target price
Expected share price return
Expected dividend yield
Expected total return

Market Cap

1
US$19.31
US$20.50

6.2%
3.4%

9.5%
US$3,443M

III Wexpro - We expect 01'12 EBIT of $34.5mm and an investment base of
$480mm. We assume an after-tax rate of return of -20%. For 2012, our capex
estimate is $120mm and an average after-tax rate of return of20%. We estimate
EBIT of $132mm in 2012.

III Questar Gas - We expect Q1 '12 EBlT of $66mm. STR's utility, for the most
part, is not affected by weather due to weather normalization. Our 2012 EBIT
estimate is $101 mm, which we expect to grow -12% annually through 2015 as a
result of rate base growth (feeder line replacement program), STR has a cost
tracker in place at the Utility.

III. Questar Pipeline - We estimate Q1 '12 EBIT of $33mm. Our 2012 estimate is
$137mm versus $127mm in 2011. Skull Creek, ML40, ML104 & Fidlar are adding
to the y/y uptick. At the recent analyst meeting, STR discussed potentially taking
a look at some of the Rockies pipeline assets that are for sale.

II Wexpro 11- We expect additional color with respect to the progress on Wexpro
II on the call, though we do not necessarily think an agreement will be in place at
this time.

Price Performance
(RIC: STR.N, BB: STR US)

JI1 Analyst meeting - Please see our detailed note from the Analyst Meeting
(STR: Greetings from Utah - Key Takeaways from the Analyst Meeting) for
additional color.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A 0.39A 0.22A 0.20A O,34A U6A 1,16A

2012E O.ME O.22E O.18E O.36E 1.21E 1.19E

Previous O,43E O.25E O.20E 0,34E 1.21E na

2013E O.48E O.24E O.19E O.38E 1.28E 1.27E

Previous O,49E O.28E O.19E 0.37E 1.32E na

2014E O.51E O.25E O.20E O.41E DOE 1.36E

Previous O.50E O.29E O.21E O.38E 138E na

SOUrLe: Company Reports and dataCentral, CIR. FC Cons: First Gall Consensus.
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TransCanada Corp (TRP.TO)
Maintain Neutral Rating

III Q1 EPS Estimate - Our EPS estimate for the quarter is $0.53, a slight
adjustment from our previous estimate of $0.52, to reflect the most recent
quarterly earnings beat. Consensus is currently $0.56 for the quarter. Our FY
2012 earnings estimate is unchanged at $2.39.

Falsel Khan, CFA
+1-212-816-2825
faisel.khan@citi.com

Neutral
Price (20 Apr 12)
Target price
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: TRP.TO, BB: TRP CN)

2
C$43.19
C$42.00

-2.8%
3.7%

0.9%
C$30,416M

US$30,671M

II Keystone XL in Focus - TRP received regulatory approval to go ahead with
the study for re-routing the northern portion of the Keystone pipeline that will
make its way through Nebraska. This is significant milestone on the company's
quest to build out the entire Keystone XL project from Alberta to the Gulf Coast.
Earlier in the quarter, TRP announced plans, following positive feedback from
federal regulators in the US, to proceed with the southern leg of the pipeline
project, which will span from Cushing to the Gulf Coast, with a target service date
in late 2013. An estimated $900 mm in capital has been put towards the Gulf
Coast portion of the project of a total expected cost of $2.3 BN. The majority of
the right of way approvals have been cleared in TX and OK. Meanwhile the
company awaits the Clean Water Act permit.

III Rating & Target - We maintain our Neutral rating and $42 target price.

EPS Q1 Q2 Q3 Q4 FY FCCons

2011A Q.62A O.50A O.54A O.53A 2.19A 2.23A

2012E O.53E O.52E O.73E O.61E 2.39E 2.36E

Previous O.52E O.54E O.74E O.59E 2.39E na

2013E O.62E O.61E O.76E O.64E 2.64E 2.54E

Previous a.59E O.62E O.75E O.61E 2.56E na

2014E O.69E O.71E O.BGE a.74E 3.00E 2.69E

Previous a64E O.67E O.83E a.70E 2.84E na

Source: Company Report!; and dataCentraJ, CIR. FC Cons: First Call Consensus.
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Sempra Energy (SRE)
Maintain Buy; LNG a $15 pIs Free Option

III EPS Growth Backend Loaded - Management reiterated their 2012 guidance

($4-$4.30), and initiated 2013 in the range of $4.1 0-$4.40. 2016 earnings are

expected to be in the $5.50-$6.00. We have adjusted our estimates accordingly.

III California Utilities - $11 BN in capital spending is planned in California over

the next five years. Customer growth going forward will remain less than 1%.

1/ International - Management believes they have a solid platform to pursue

organic growth opportunities and look at acquisitions in the future within South

America. The regUlatory environment remains supportive towards future

expansion (e.g. Transmission, Generation). Further spending on midstream in

Mexico is likely. Earnings are expected to grow at 8-9% over the next five years.

Buy

Price (20 Apr 12)
Target price

Expected share price return

Expected dividend yield

Expected total return

Market Cap

1
US$64.51
US$65.00

0.8%
3.8%

4.6%
US$15,531M

II LNG to MLP - Management was up-beat on the opportunity to export LNG by

2016. Last week, SRE signed commercial development agreements with

Mitsubishi Corporation and Mitsui & Co. to develop and construct a liquefaction

export facility at Cameron. The facility will export 1.7 Bcfld at a cost of $5-6 BN.

We estimate SRE will earn over $300 mm in net income under a full

development.

III Storage & Southwest - SRE's storage assets in the South are expected to fit
in well with its plans to export LNG. Further upside exists with the continued

growth of natural gas demand for power generation. Plans for further storage

expansions will be capped at 20 Bcf.

Price Performance
(RIC: SRE.N, BB: SRE US)

II Renewables & Generation - The outlook for the development of solar is

positive. The renewable generation target has been raised by 40% to 1,400 MW

by 2016. Management is focused on growing SRE's footprint, diversifying its

geography and looking for partnerships in developing projects going forward.

Earnings contribution from renewable assets is expected to hit $100 mm by

2016. Management stressed their desire to shrink the merchant generation

exposure in the West, and is exploring opportunities to contract nearly 1,800 MW

of the natural gas fleet and not ruling out an outright sale.

III Valuation - We maintain our Buy rating and $65 price target. We continue to

view the liquefaction project as a $15 per share free option that is not included in

our valuation at this time.

EPS Q1 Q2 Q3 Q4 FY FCCons

2011A t06A 2,11A 1.22A 1.33A 4.57A 4.47A

2012E 1.19E 1.00E 1.13E U6E 4.43E 4.19E

Previous t13E O,90E 1.00E 1.24E 4.27E na

2013E na na na na 4.44E 4.37E

Previous na na na na 4.78E na

2D14E na na na na 4.88E 4.74E

Previous na na na na 4.81E na

Source: Company Reports and dalaCentral, CIR. FC Cons: First Call Consensus,
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Southwest Gas Corp (SWX)
Earnings Ahead of Consensus; Focused on Construction Outlook

iii Q1 Earnings - We estimate EPS of $167 per share on the quarter, ahead of
the street at $1.59 per share. Our estimates include the AZ rate case which

includes a decoupling mechanism. Our full year estimate is adjusted slightly
lower to $2.98 from $3.05 to refled recent results and a refined earnings growth
outlook.

iii Construction - With favorable weather stabilization mechanisms in place
across the LDC divisions, we will be paying particular focus to the momentum
and growth prospects for construction this year. We estimate SWX could see
operating income close to $40 mm in 2012. Spending associated with pipeline
replacement programs is expected to remain strong and management has
emphasized that they are well positioned to pick up contracts across the country.

8uy
Price (20 Apr 12)
Target price
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: SWX.N, B8: SWX US)

1
US$41.55
US$47.00

13.1%
2.7%

15.8%
US$1,915M

lIII Rating & Target - We maintain our $47 target price and Buy rating. OUf
estimates for cash flow remain in the $90-100 mm range over the next few years.
There is additional room to raise the dividend or grow and/or deploy capital
towards infrastructure growth.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A 1.48A O.09A -O.34A 1.19A 2.42A 2.43A

2012E 1.67E O.07E O.10E 1.15E 2.98E 2.70E

Previous 1.67E O.06E O,07E 1.26E 3.05E na

2013E na na na na 3.05E 2.82E

Previous na na na na 3.12E na

2014E na na na na 3.05E 2.90E

Previous na na na na 3.12E na

Source: Company Reports and dataCentral, CIR FC Cons: FIrE! Call Consensus,
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Spectra Energy Corp (SE)
Lowering Estimates on Weather; DCP Expansion Continues

.. Q1 Earnings - Our estimate on the quarter is $0.53, in-line with consensus. We
lowered our estimate from $0.60 due to the expected negative impact of wanner
than normal weather in the Northeast (Ontario) in the quarter. NGL prices have
steadily trended lower from their highs at the beginning of the year, down
approximately 13%, despite a strong performance of Brent crude prices
averaging close to $120 a barrel.

III Gas Distribution - Warmer than normal weather in the Northeast during the
quarter is expected to result in lower demand for gas. Union Gas currently does
not have weather stabilization mechanisms in place. Hence, we are taking down
our estimates.

Neutral
Price (20 Apr 12)
Target price
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: SE.N, SS: SE US)

2
US$30.26
US$32.00

5.8%
3.6%

9.4%
US$19,746M

III Gas Transmission - SE announced they have signed two anchor shippers on
their Texas Eastern Transmission Line for its TEAM 2014 project. During the
quarter, Spectra also announced plans to develop transmission projects in the
Utica Shale region, labeled OPEN (Ohio Pipeline Energy Network). It's expected
to have 1 bcf/d capacity, but could grow with market demand. Finally, the
company plans to build out into the Southeast region with its Renaissance Gas
Transmission Project, a pipeline linking natural gas to power generators in GA,
AL, and TN.

III DCP Midstream - DCP announced their intentions to enter into a joint venture
(Front Range Pipeline) along with two other partners to build a 150k bpd (option
to expand to 230k bpd) NGL pipe from Colorado to Mont Belvieu, Texas. The
pipeline will be constructed by Enterprise (NYSE: EPD) come online in the final
quarter of 2013. Apache (NYSE: APC) and DCP are the anchor tenants on the
pipeline. The LaSalle plant is under construction and expected to be on-line by
the middle of 2013. DCP has plans to spend $4 BN on NGL pipeline projects,
and another $2 BN in development.

lIIl Rating & Target - Our rating remains at Neutral. We reiterate our target price of
$32 per share.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A O.53A O.42A 037A O.45A l.77A l.77A

2012E O.53E O.51E O.JOE O.51E 1,85E 1,86E

Previous O.57E O.50E O.28E O.53E 1.88E na

2013E O.57E O.54E O.31E O.56E 1.98E 2.01E

Previous O.62E O.53E O.30E O.58E 2.02E na

2014E O.57E O.S5E O.33E O.5JE 1.98E 2.08E

Previous D.62E O.53E O.32E O.56E 2.03E na

Source: Company Reports and dataCentral, CIR. FC Cons: First Call Consensus.
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Sunoco Inc (SUN)
Revamped SUN to Ride SXL Growth Prospects

II Recommendation - We estimate that SUN has long-term earnings power of
$3.50 per share and could increase its dividend to up to $2.40 per share within
the next 24 months. Our target price is $51.

III Refining - SUN continues to take final steps to exit the refining business. With
the idling of the Marcus Hook refinery, SUN/SXL appears to be working with
MarkWest Energy Partners (MWE) for an alternate purpose for the facility. SXL &
MWE could transport a mixed EIP (Ethane/Propane) stream to Marcus Hook
where the EIP mix could be fractionated into purity products thereby creating a
European Market for Appalachian ethane along with an alternative option for Gulf
Coast ethane deliveries. Even though there has been some interest in the
Philadelphia refinery, we continue to expect the refinery will be shut in July 2011.

Buy/High Risk
Price (20 Apr 12)
Target price
Expected share price return
Expected dividend yield
Expected total return

Market Cap

1H
US$3B.42
US$51.00

32.7%
2.1%

34.8%
US$4.104M

II Recapitalization - SUN has already announced it will retire $400 MM in debt at
the SUN C-corp level and repurchase 19.9% of outstanding SUN shares. It also
boosted its dividend to $0.80 pIs (annualized) last quarter. We estimate SUN has
the capacity to repurchase another $500 to $700 mm shares and increase its
dividend to $2.40 pIs.

.. Valuation - Our valuation matrix analysis yields ranges between $44 and $56
per share. Our DCF analysis yields the highest valuation of $56 pIs which
highlights the value of the general partnership.

Price Performance
(RIC: SUN.N, BB: SUN US)

III Catalysts - An information void exists in the SUN story today. The accounting
affects of refining mask the real earnings and cash flow power of the company.
SXL is the main engine behind SUN's dividend growth. This growth is
underpinned by new projects ($300 mm) under construction, the underlying
growth from almost $700 mrn in acquisitions and $450 rnm in expansions that
were made over the last three years. We estimate SXL has a potential backlog of
over $1.0 billion.
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Vectren Corp (WC)
Earnings Ahead of Consensus; Expect Flat Coal Margins

III Q1 Earnings - Our estimate is $0.69 per share, above consensus of $0.62.
Despite weather in WC's operating territory being more than 20% warmer than
normal, our estimate for EBIT from the utilities remains unchanged due to the
expected impact from energy efficiency and weather stabilization mechanism in
place (IN, OH), We adjust our estimates to reflect recent results and updated
outlook by management during the quarter.

111 Coal - We expected EBITDA to be $18 mm, up from $12 mm for the same
period last year, primarily on increasing production from WC's new mines. We
expect margins to remain relatively stable, or in the $5fton range over the next
couple quarters despite increase discussion surrounding coal to gas switching.

Neutral
Price (20 Apr 12)
Target price

from US$28, 00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: WC.N, BB: WC US)

2
US$28.69
US$29.00

1.1%
4.9%

6.0%
US$2,352M

III Rating & Target - We maintain our Neutral rating and raise our target price to
$29 per share on lower net debt levels, when we calculate EVfEBITDA and
NAV, compared to our old estimates.

EPS Q1 Q2 Q3 Q4 FY Fe Cons

2011A O,55A O.18A O.43A O.57A 1.73A 1.73A

2012E O.69E O.16E O.JOE O.69E t64E 1.a7E

Previous D,72E O.i5E O.33E D.67E 187E na

2013E O.70E O.13E O.30E O.74E 1.aBE 1.97E

Previous 074E D,1SE O.33E O.69E 1.92E na

2014E O.7iE O.i3E O.31E O.75E 1.90E 2.10E

Previous O.75E D,15E a.34E O.70E t94E na

Source: Company Reports and dalaCenlral, CIR. FC Cons: First Call Consensus,
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UGI Corp (UGI)
Below Consensus on Weather; Amerigas Estimates Updated

III Q2 Earnings - We are lowering our estimates on the quarter to $1.19 from
$1.24. Our numbers are being taken down due to the impact of warmer weather.
Our estimates indicate HOD's were -20% lower than normal in the quarter.
Hence, we expect propane volumes at Amerigas and utilization at the Gas Utility
to be negatively impacted.

II Propane - On March 14/12, APU issued guidance for 02/12, FY 2012, and FY
2013, which will reflect the Heritage Propane acqUisition. Adjusted EBITDA on
the quarter is expected to be $230 mm, FY 2012 $385 and FY 2013 $635 mm.
Our estimates are slightly lower than gUidance ($215 mm/$375 mm/$600 mm),
and consistent with our view the propane business will continue to face
headwinds from alternative fuel sources for heating.

Buy
Price (20 Apr 12)
Target price

from US$33.00
Expected share price retum
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: UGI.N, BB: UGI US)

1
US$26.61
US$31.00

16.5%
3.9%

20.4%
US$2,9B4M

II International Propane - We expect EBIT of $110 mm from the International
segment. Overall, we expect the Impact of weather during the quarter to be
negligible.

III Rating & Target - We maintain our Buy rating, but are lowering our target price
to $31 per share from $33 on our updated earnings estimates. We believe the
negative sentiment on the Propane sector is overdone in the stock. The value
proposition for the stock continues to be a strong utility footprint in PA, a stable
European propane business and growing midstream earnings from UGl's
position in the Marcellus shale.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A O.97A 1.12A -O.19A -O.17A 1.94A 2.10A

2012E O.78A 1.19E O.11E -O.12E 1.95E 1.93E

Previous 0.98E 1.24E 0.13E -0.09E 2.24E na

2013E na na na na 2.50E 2.56E

Previous na na na na 261E na

2014E na na na na 2.50E 2.66E

Previous na na na na 2,61E na

Sou,"e, Company Reports and dataCentral, CIR. FC Cons: First Call Consensus.
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The Williams Companies Inc (WMB)
Maintain Buy; Raising Target to $36 on Growth Projects

II Rating & Target - We are raising our target price to $36p/s from $32.50p/s as a
result of our new growth capex assumptions. We maintain our Buy rating. Our
valuation ranges from $34p/s on an NAV basis to $37p/s on a DCF basis. We
estimate that WMB could trade at -$36p/s on a peer implied dividend yield.

II EPS - We estimate that WMB will earn $0.37/s in Q1'12 versus consensus of
$0.36. Our FY 2012 EPS is $1.49 vs. the Street at $1.45. We assume $106011,
$2.40 gas & an average NGL price of $1.21 (WMB specific) in 2012. We lower
our EPS estimates on lowered olefins and NGL margins.

III Canadian Midstream & Olefins - We calculate Q1 '12 EBIT of $75mm vs.
$58mm in 04'11. We estimate that ethylene margins at Geismar averaged
-$0.35/Ib (spot), in-line with CMAI figures. We model flat volumes vs. Q4'11 of
242mm Ibs at Geismar. In Canada, we forecast average propylene margins of
$0.43/Ib and flat volumes (vs. Q4'11) of 37mm Ibs. Our 2012 EBIT estimate is
-$351 mm. We estimate a 3Q'12 start-up for the Boreal liquids pipeline.

Buy
Price (20 Apr 12)
Targel priee

from US$32.50
Expeeled share price retu rn
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: WMB.N, BB: WMB US)

1
US$32.30
US$36,OO

11.5%
3.7%

15.2%
US$20,067M

II WPZ - We estimate that WPZ will generate -$514mm of EBIT in Q1'12. At
Midstream, our estimate is $353mm, up from $262mm in Q1'11 and $341mm in
Q4'11 due to higher sequential G&P revenues. Our 2012 EBIT estimate is
$1.5bn, towards the higher end of company guidance. At the Gas Pipeline, our
Q4'11 estimate is $186mm vs $175mm in 04'10. Our 2012 estimate is $665mm.

.. Cash Flow & Yield - We now assume that WMB will payout a 2012 dividend of
$1.19p/s, up -50% from 2011 levels. We estimate that the dividend will grow an
additional 21% to $1.44p/s in 2013 (guidance is 20% growth yly), making WMB a
compelling yield play with an implied 2012 & '13 yield of 3.7% and 4.5%,
respectively. We estimate an average payout ratio of 80% in '12 and 85% in '13.
Overall we estimate that WMB will grow the dividend -17% through 2015, with
room to accelerate. Our FCF assumption from 2013- 2015 is an average -$175
per year.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A 0.36A 0.39A OAOA Q,36A 1.51A 1.23A

2012E O.37E O.34E O.39E O.40E 1.49E 1.45E

Previous 0.37E D.39E OA3E OA5E 1.64E na

2013E MOE O.39E D.44E O.47E 1.70E 1.66E

Previous OABE 0.46E OA7E OA9E 1.91E na

2014E O.42E O.41E O.43E O.45E 1.71E 1.80E

Previous OA3E OAOE 0.39E OA2E 1.64E na

Source: Company Reports and dataCenlral, CIR. Fe Cons: First Call Consensus.
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AGL Resources Inc

Company description

AGL Resources (AGL) is a natural gas distribution company serving over 2.3 million
customers in six eastern U.S. states through its regulated gas delivery businesses.
AGL also operates three subsidiaries, Sequent Energy Management, Southstar
Energy Services and Pivotal Energy Development, which provide merchant energy
services, retail energy supply and storage capacity.

Investment strategy

We rate the shares of AGL (AGL) Neutral (2). AGL has created shareholder value
through a focus on operational efficiency at its legacy operations and by capital
discipline through investments in under-managed assets. AGL will be able to grow
earnings through a combination of rate relief and capital growth at its utilities and
construction of storage fields at its Energy Services segment. Earnings at the
wholesale gas business could be volatile as margins are highly dependent on
seasonal price differentials and basis spreads, however this is now a relatively small
part of earnings.

On December 7, 2010, AGL announced the acquisition of Nicor for $3.1 billion.
While the deal appears expensive, we believe the deal can be a accretive through a
combination of balance sheet optimization and synergies at the wholesale business.

Valuation

We apply four valuation methods to derive a $41 target. Our NAV yields a value of
$37. We value regulated assets at a mUltiple of rate base (1. 5x for utilities, 1.5x for
pipelines/storage). We value the Energy Investments unit, which includes storage
assets and a propane facility at Bx 2013 EBITDA (in-line with the pipeline/storage
multiple), given the stable cash flows. AGL's wholesale and retail segments at
slightly lower multiples, considering their less stable earnings and cash flow profiles.
These segments are valued at 6x and 7.5x 2013 EBITDA, in-line with midstream
and marketing multiples. These values are partially offset by AGL's net debt.Atlanta
Gas Light includes regUlatory assets associated with the pipeline replacement
program, which we treat as rate base as the program's costs earns a return on
capital invested. Environmental Recovery Costs are not included in rate base, as no
return is associated with this program. Our DDM values the company at $41. We
calculate a hypothetical dividend, based on AGL's regulated capital growth,
authorized returns and cost of equity to arrive at our DDM valuation.Our PIE and
EV/EBITDA multiples are based on our proprietary analyses, which utilizes current
ERPs, current betas and projected risk-free yields. For our PIE analysis, we use
multiples of 14.5x for the company's regulated and retail marketing assets and
1O.Ox for the wholesale assets. For our EV/EBITDA analysis, we use multiples of
7.5x for the company's regulated and retail marketing assets and 6.5x for the
wholesale business. Our PIE and EV/EBITDA analyses (2013 earnings) yield values
of $44 and $44.

Risks

The key risks to our thesis on AGL are (1) RegUlatory: AGL has a constructive
relationship with its regulators in Georgia, Virginia, Illinois and New Jersey. We
believe these states have generally been constructive when it comes to rate setting
for gas utilities. (2) Market and Counterparty Risk: AGL's wholesale segment is
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exposed to counterparty risk since it deals with over 270 counterparties and re­
contracting risk related to its asset management activities and adverse movements
in commodity prices. However, as earnings from the utilities have grown over time,
Wholesale is now only 5% of the business. (3) Customer growth: An unexpected
increase or decrease in population could affect earnings and cash flows (favorably
or unfavorably). (4) Capital Markets: AGL is a relatively small utility in terms of
market cap and trading volumes, impacting AGL's ability to access capital markets
while this type of liquidity may make it difficult for institutional. We believe the recent
announced merger with Nicor will alleviate some of this risk. (5) Integration risk:
AGL has a history of M&A. The integration of the Nicor (GAS) deal could face
challenges given AGL's entrance into a new regional territory and scrutiny from
regulators in arriving at cost cuts to generate value from the deal.

If the impact on the company from any of these factors proves to be less or more
than we anticipate, the stock could materially outperform or underperform our
target.

Atmos Energy Corp

Company description

Atmos Energy is an integrated natural gas company headquartered in Texas. The
company distributes natural gas to over 3 million customers in 12 states, operates
pipeline systems and storage facilities and provides natural gas marketing services
through its subsidiary Atmos Energy Marketing.

We estimate AlO will grow utility rate base by over 4% annually over the next five
years. 94% of utility margins are weather normalized. Furthermore, 86% of rates are
adjusted annually (without the need for rate cases) or are decoupling from demand.
Only Colorado, Illinois and Iowa (-5% of rate base) do not have mechanisms in
place for either decoupling or weather normalization

Investment strategy

We rate Atmos Energy (AlO) Neutral (2). Our Neutral rating on AlO is premised on
the company's limited growth profile and lack of near-term catalysts. Atmos
generates stable earnings from a mostly regulated utility asset base with low single­
digit EPS growth and a stable dividend over the next five years.

We expect ATO will continue to grow earnings by investing in its regulated asset
base, which we estimate will grow by 4% annually over the next five years. 86% of
rates are adjusted annually without the need to enter costly and risky rate cases.

Valuation

We average multiple valuation methodologies to derive our $35 target Our NAV
yields a value of $31. We value regulated assets at a mUltiple of rate base (1.5x for
utilities). We value the pipeline assets at 8x '11 EBllDA and the marketing business
at 5x '10 EBITDA. These values are partially offset by the company's net debt. Our
DDM values the company at $38. We calculate a hypothetical dividend, based on
AlO's regulated capital growth, authorized returns and cost of equity to arrive at our
DDM valuation.Our PIE and EV/EBITDA multiples are based on our proprietary
analyses, which utilizes current ERPs, current betas and projected risk-free yields.
For our PIE analysis, we use multiples of 14.5X, 14.5x and 10.0x for the company's
utility, pipelinelstorage and marketing assets. For our EV/EBllDA analysis, we use
mUltiples of 7.5x, 8.0x and 6.5x for the company's utility, pipeline/storage and
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marketing assets, Our PIE and EV/EBITDA analyses (2013 earnings) yield values of
$35 and $36.

Risks

The key risks to our Investment thesis on AGL are (1) Capital Investment Recovery
- ATO, relying on future rates, spends capital to maintain and expand pipeline and
utility systems. A politicized commission could delay or put at risk this recovery. (2)
Customer Growth - An unexpected increase or decrease in population could affect
earnings substantially, either favorably or unfavorably. (3) Capital Markets - ATO is a
relatively small utility in terms of market cap and trading volumes, impacting ATO's
ability to access capital markets while this type of liquidity may make it difficult for
institutional investors to trade in and out of the stock. (4) ATO operates a gas
marketing business. Our research shows that ATO hedges their physical delivery of
gas using its access to storage and pipeline transportation capacity. If the financial
hedges and local markets become dislocated, ATO could incur a liability.

If the impact on the company from any of the following factors proves to be greater
or less than we anticipate, the company could fail to achievelexceed our target
price.

CenterPoint Energy Inc

Company description

CenterPoint Energy Inc (CNP) is an energy delivery company based in Houston,
Texas, serving over 3 million natural gas customers and 2 million electric customers.
CenterPoint also operates two interstate natural gas pipelines and a field services
business. The electric delivery business generates about 40% of the company's
operating income, while the gas utilities, pipelines, and field services businesses
make up the remainder.

Investment strategy

We rate the shares of CNP, Buy (1). Our Buy rating takes into account stable cash
flows on CNP's gas and electric utility system, complemented by growth on the
pipeline and gathering system, through re-contracting of pipeline capacity,
expansion of pipeline capacity, regulated growth and gas well connections.

Valuation

We average multiple valuation methodologies to derive our $22 target.

Our NAV yields a value of $20. We value regUlated assets at a mUltiple of rate base
(1.5x for utilities, 1.5x for pipelines). The company's marketing and midstream
segments are valued at 5x and 7x 2011 EBITDA. These values are partially offset
by the company's net debt.

Our DDM values the company at $23.

Our PIE and EV/EBITDA mUltiples are based on our proprietary analyses, which
utilize current equity risk premiums, current betas and projected risk-free yields. For
our PIE analysis, we use multiples of 14.5x on 2012 earnings for the company's
utility and pipeline assets, while applying 12x and 8x multiples to the company's
gathering and marketing assets. For our EV/EBITDA analysis, we use multiples of
7.5x and 8x on 2012 EBITDA for the company's utility and pipeline assets, while
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applying 7x and 5x multiples to the company's gathering and marketing assets. Our
PIE and EVJEBITDA analyses yield values of $18and $25.

Risks

The key risks to our investment thesis are (1) TX Regulatory Environment -At this
point, the PUCT cannot affect the price of power, but can affect charges for delivery.
The PUCT may look to reduce delivery rates below what we consider to be a
reasonable rate of return. (2) Capital Investment Recovery - CNP, relying on future
rates, spends capital to maintain and expand pipeline and utility systems. A
politicized commission could delay or put at risk this recovery. (3) Customer Growth
- An unexpected increase or decrease in population could affect earnings
substantially, either favorably or unfavorably. (4) Commodity Prices - Earnings at
the field services segments are highly sensitive to changes in NGL and natural gas
prices. (5) Gathering Projects - Our estimates are dependent on the future build-out
of gathering facilities in the HayneSVille Shale. Any decision to limit the build-out or
difficulties encountered during the build-out could impact our estimates.

If the impact on the company from any of the folloWing factors proves to be greater
or less than we anticipate, the company could fail to achieve/exceed our target

price.

Enbridge Inc.

Company description

Enbridge is one of Canada's largest energy companies by market cap (-$25 billion).
The Firm is headquartered in Calgary, Alberta.

Enbridge primarily operates in the following lines of business (shown in-line with

actual reporting segments):

Crude Oil Pipelines & Storage (52% of 201 0 Net Income)

Natural Gas Pipelines, Processing & Energy Services (13% of 201 0 Net Income)

Natural Gas Distribution (17% of2010 Net Income); and

Sponsored Investments & Corporate (18 % of2010 Net Income)

Enbridge owns a 27% LP stake and a 2% GP stake in Enbridge Energy Partners
(NYSE: EEP), which owns the US portion of the Mainline pipeline system (known as
"Lakehead") as well as gas gathering &processing infrastructure in West Texas.
EEP is accounted for under the Sponsored Investments segment.

Enbridge also owns a 70% stake in Enbridge Income Fund (ElF), a publicly traded

yield-oriented investment vehicle listed on the Toronto stock exchange. ElF is also
accounted for under the Sponsored Investments segment.

Below we show an asset map that details all of ENS's various business segments
across North America. ENS does not own any physical assets outside of North

America.

Investment strategy

We rate shares of Enbridge Neutral (2) with a $36 target price. Our enthusiasm over
the company's risk-averse business model and earnings growth projections of
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-10% per year through 2015 are tampered by what we believe is a full valuation at
current trading levels (27% premium to group vs. 20% average premium).
Enbridge's performance, since the beginning of the decade, is highlighted by
industry leading returns on equity (-16% vs. peers at 13%) and an increase in
enterprise value from $12.3bn to $43bn.

Valuation

We use four equally weighted methodologies to derive our $36 Target Price. We
value shares of ENB at $36 pIs on an NAV basis, $37 based on a DCF model,
$36p/s on an EV I EBITDA basis & $36p/s on a long-term PIE multiple.

Risks

The primary upside risk to our Neutral Thesis is that ENB is able to secure a larger
amount of growth projects than we have estimated in our numbers. In addition,
higher than expected volumes on ENB's mainline system tied to higher than
expected oil sands growth could lead to better than expected results.

The primary downside risk to our Neutral Thesis is that EN B is unable to execute on
its growth backlog in an efficient manner, reducing returns on capital. In addition,
lower than expected crude oil demand in the United States could have an adverse
effect on volumes on ENB's mainline system.

Energen Corp

Company description

Energen Corp. is an integrated natural gas company with operations in the
exploration and production and natural gas delivery businesses. The company
operates two primary segments: 1) a regulated gas delivery business proViding
seNice to roughly 450,000 customers in central and northern Alabama (Alabama
Gas Company), and 2) a natural gas and oil production business with over 1.5
trillion cubic feet (Tcf) of proved reserves in the San Juan, Permian, Black Warrior,
and north Louisiana/east Texas basins (Energen Resources).

Investment strategy

We rate Energen Buy. We believe that the company's relatively low internal decline
rate and exposure to crude oil will bode well over the longer term with respect to
cash flow generation & earnings growth.

Valuation

We rate Energen Corporation (NYSE: EGN) Buy. Our target price is $60p/s, based
on the averaged value of the following valuation methodologies:

Our NAV calculation results in a target price of $62p/s: We estimate thatAlagasco is
worth -$1.1bn based on 2013 EBITDAof$134mm and a 8.0x EBITDAmultiple. We
value EGN's E&P business at -$4.5bn, which includes proved reserves of 2Tcfe,
but affords no credit for probable and possible reserves. We value natural gas
reserves at $1.85/Mcf and Crude Oil reserves at $18/bbl. We then subtract -$1.2
billion of net debt and other liabilities to derive an equity value of $4.4bn, or $62p/s.
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Our DCF Analysis results in $58p/s using the company's weighted average cost of
capital. We value the E&P business and the Utility separately and then subtract net
debt.

Our long-term P f E analysis results in a value of $62p/s. We base our analysis on
2014 estimated earnings, discounted back to 2012 to normalize for our commodity
forecast

Our EV / EBITDA multiple analysis values Energen at $57p/s. We value Alagasco at
$1.1bn (8x 2012 EBITDA of $134mm) and the E&P segment at $4.2bn (5.6x 2014
EBITDA discounted to 2012). We then subtract -$1.2bn of net debt to derive an
overall equity value of $57p/s.

Risks

Commodity Prices and Interest Rate -- EGN's exploration and production business
represents a majority of projected 2011 + operating income. Fluctuation in the price
of oil and natural gas will cause volatility in our estimates and could affect the share
price positively and negatively.

Accounting and Financial Risk - On the financial front, Energen frequently enters
into derivative transactions for the purpose of hedging its oil and gas production.
While limiting downside risk, these arrangements could limit upside in a rising
commodity price environment.

If the impact on the company from any of these factors proves to be greater or less
than we anticipate, the stock would likely have difficulty achieving our target price or
could exceed our target price.

EQT Corporation

Company description

EQT Corp is a regional integrated natural gas company with operations in the state
of Pennsylvania and surrounding areas. The company operates three business
units: (1) EQT Midstream, which operates Midstream Gathering, Processing,
Transportation & Storage assets in EQT's area of operation, (2) EQT Distribution, a
gas utility and (3) EQT Production, an E&P business active in the Appalachian
Region.

Investment strategy

We rate the shares Neutral as our fundamental analysis shows that the shares are
fairly valued at current levels and that industry leading production growth is priced
in.

Valuation

Our target price is $52, based on the averaged value of the following valuation
methodologies. Our NAV calculation results in a target price of $65p/s. We estimate
that Distribution is worth -$722mm based on $103mm of2013E EBITDA and an 7x
multiple. We value EQT's E&P business at -$8bn, which includes proved reserves
of 5.4Tcfe, but affords no credit for probable and possible reserves. We value
proved natural gas reserves at $1.B5/Mcf and Crude Oil reserves at $18/bbl, though
EQT is essentially a pure-play natural gas name. We value the Midstream business
at $3.2bn based on 2013E EBITDA of $377mm (ex Marketing) and a Bx EBlTDA
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multiple (blended pipeline & midstream multiple). We assume the Marketing
business is worth -$160mm based on 2013E EBITDA of $32mm (5x mid-cycle
mUltiple). We then subtract -$2.5bn of net debt and other liabilities to derive an
equity value of $9.6bn, or $65p/s. Our DCF analysis results in $54p/s using the
Firm's weighted average cost of capital. We value the E&P segment and other
business lines individually and then subtract net debt to derive our per share value.
Our long-term PIE analysis results in a value of $40p/s. We base our analysis on
2013 estimated earnings. Our EV/EBITDA multiple analysis values EQT at $49p/s,
based on 2013 EBITDA estimates and a blended multiple of 7.6x.

Risks

Although the Firm has a large E&P exposure, it is balanced to some degree by the
regulated utility & pipeline assets. In addition, EQT is an Investment Grade
company.

Commodity Price Risk - Commodity prices remain volatile. While, the company has
hedged a portion of its production over the next two years, stockholders'
expectations of future natural gas prices will have an impact on EQT stock.

If the negative impact on the company from any of these factors proves to be
greater than we anticipate, the stock could have difficulty achieVing our target price.
On the other hand, we may have overestimated these risk factors and the stock
could increase more than we expect.

Integrys Energy Group, Inc.

Company description

lntegrys Energy Group (TEG) operates as a natural gas and electric utility with over
2 million customers in Minnesota, Wisconsin, Michigan, and Illinois. lntegrys also
offers retail and wholesale energy services. Wisconsin Public Service Corporation
(WPSC) merged with People's Energy Corporation (PEC) in February 2007 to form
lntegrys Energy Group.

During 2009, TEG announced plans to scale back or sell its Energy Services
segment. We expect removal of these assets by end of 201 O.

Investment strategy

We rate TEG Neutral (2). Our rating on lntegrys Energy Group (TEG) takes into
account the company's recent outperformance, related to a move by investor's
towards higher yielding stocks.

The company has undergone tremendous change over the last couple years
through multiple acquisitions and divestitures.

As TEG exits its energy services business and provides better visibility on its
earnings growth platform based on its remaining businesses, we feel the stock
could justify a premium, but at its current level, the premium is too high.

Valuation

We use the average of multiple valuation methodologies to derive our $55 target.
Our NAV yields a value of $65. We value regUlated assets at a multiple of rate base
(1.5x for utilities). A 10% discount is applied to Peoples Gas, which earns below its
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authorized return level. We value TEG's retail operations at 5x EBITDA. The
company's ownership in FERC regulated transmission is valued at 14.4x earnings,
which is derived from our dividend discount analysis for that unit. These values are
partially offset by the company's net debt. Our DDM values the company at $56.
Through this analysis, we value each utility by determining earnings and cash flow
potential based on regulated asset base and authorized returns. Our PIE and
EV/EBITDA multiples are based on our proprietary analyses, which utilize current
equity risk premiums, current betas and projected risk-free yields. For our PIE
analysis, we use a multiple of 14.5x for the company's utility assets. For our
EV/EBITDA analysis, we use a multiple of 7.5x for the company's utility assets. For
the company's FERC regulated transmission, we derive a multiple of 13.5X
earnings from our dividend discount model for the unit. We value the retail
operations in line with trading businesses at Bx earnings and 5x EBITDA. Our PIE
and EV/EBITDA analyses (based on 2013 estimates) yield values of $50 and $48..

Risks

The key risks to our investment thesis are (1) Capital Investment - TEG spends
capital in excess of depreciation to maintain and expand its utility, relying on
adequate base rates to earn its cost of capital. We assume regular, fair rate relief.
(2) Concentration in the Midwest - Changes in the economy in TEG's service areas
could increase or decrease the need for gas and power. (3) Weather Fluctuations­
Without weather normalization or decoupling rate mechanisms at all its gas and
electric utilities, TEG is exposed to fluctuations in temperatures and conservation(
4)Higher Gas and Purchased Power Costs - TEG may encounter energy costs,
which are generally passed on to customers, but lead to near term working capital
requirements (5)Marketing Business - TEG's energy marketing business continually
enters into forwards and options which may create unanticipated gains and losses
depending on any changes in contract values. Uncertainty surrounding the future of
this business and collateral requirements may also impact the value of the stock (6)
Short interest - A significant short interest in the stock could lead to near-term
volatility.

If the impact on the company from any of these factors is more or less than we
expect, the stock could outperform or underperform our target.

MDU Resources Group Inc

Company description

MDU Resources Group, Inc. is a diversified natural resources company with
operations in three main business lines: 1) Energy (natural gas and oil production,
natural gas pipelines and energy services) 2) Construction Materials & Construction
Services, and 3) Utility-Related (electric and natural gas distribution).

Investment strategy

We rate MDU Neutral. MDU's regulated business' should remain fairly stable and
proVide dividend protection. Higher oil prices & expected crude oil production in the
Bakken play (and potentially the Niobrara I Heath Shale, though we afford no value
for these plays yet) help offset declining legacy natural gas production and should
help drive MDU's oil/gas mix to between 40-60% going forward. Our estimates on
the construction materials & services side remain conservative.
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Valuation

We rate MDU Resources (NYSE: MDU) Neutral. Our target price is $21/s, based on
the average value of the following valuation methodologies:

Our NAV calculation results in a target price of $20.50p/s. We value the pipeline &
energy services business at $560mm based on 2013E EBITDA of $70mm and a ax
mid-cycle multiple. We value construction materials & mining at $1.1 bn based on
2013E EBITDA of $140mm and a mid-cycle multiple of 8x. We value the
construction services business 2012 EBITDA of $54mm at a mid-cycle mUltiple of
7x for a calculated value of $377mm. We derive a value of $1.7n for the company's
gas & electric distribution assets based on rate base of ~$1.2bn and a 1.5x rate
base mUltiple. Finally, we value the company's 588Bcfe of proved reserves at
$1.3bn based on $1.85/Mcf per proved developed gas reserve and $18/bbl per
proved developed oil reserve.

Our DCF Analysis results in $20.30p/s. We use the Firm's weighted average cost of
capital.

Our long-term P / E analysis results in a value of $20.59p/s. We base our analysis
on 2013 estimated earnings.

Our EV 1EBITDA multiple analysis values MDU at $21.73p/s. We use 2013 EBITDA
(2014 for E&P to normalize for commodity prices, discounted by 1 year to 2013).

Risks

If the impact on the company from any of the following proves to be greater than we
anticipate, MDU will likely have difficulty achieving our target price. Likewise, if any
of these factors proves to have less of an effect then we anticipate, MDU could
materially outperform our target.

Commodity Price Volatility - MDU is exposed to commodity price volatility through
its E&P business. Fluctuation in the price of oil and natural gas will cause volatility in
our estimates. If MDU is able to realize commodity prices higher than our forecasts,
than our valuation is likely to go up, and vice versa.

Reserve Replacement - MDU's ability to find reserves and grow production is an
important factor to our valuation framework analysis. To the extent that MDU is not
able to find more natural gas reserves, replace its reserves, and increase
production through its current inventory of developed reserves, our valuation model
would be impaired.

Capital Investment Recovery - MDU spends capital in excess of depreciation to
maintain and expand its local distribution assets to provide better services to its
customers. MDU relies on the state commissioners to approve its capital investment
and rate increases to recover costs in excess of depreciation.

Acquisition Integration - MDU routinely acquires companies to grow its businesses.
If the performance of these acquisitions is less than expected or if MDU overpays
for the businesses, MDU's own performance will suffer.
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National Fuel Gas Co

Company description

National Fuel Gas (NFG) is an integrated natural gas company that produces,
transports, distributes and markets natural gas and oil.

The Company produces natural gas from about 660 billion cubic feet (bcfe) of
proved reserves out of the Appalachian Region and the West Coast NFG's
distribution business prOVides natural gas and transportation service to roughly
732,000 customers in western New York and northwestern Pennsylvania through its
utility, National Fuel Gas Distribution. NFG s interstate natural gas pipelines and
storage assets proVide service to customers in the surrounding utility territories.

Investment strategy

We rate NFG Buy with a $57 price target. We estimate that the Firm's Marcellus
acreage could boost long-term production levels to -20-30%+ per year. The
company's regulated business lines (Pipes & Distribution) bear no direct commodity
price exposure and serve as a balancing point with respect to overall risk exposure.
We currently give the company full value for the Marcellus and assume around
7,000 locations. We do not give the company any credit for a potential Jv.

Valuation

We rate NFG (NYSE: NFG) Buy. Our target price is $57p/s, based on the averaged
value of the following valuation methodologies:

Our NAV calculation results in a target price of $76p/s. We estimate that the gas
distribution business is worth -$1.3bn based on total rate base of $t035bn (New
York and Pennsylvania) and a 1.3x multiple. We value NFG's E&P business at
-$5.4bn, which includes proved reserves of 935Bcfe, but affords no credit for
probable and possible reserves. We value natural gas reserves at $1.85/Mcf and
Crude Oil reserves at $18/bbl. We also value the flowing Marcellus production of
-120mmcf/d at $12K per flowing mcf, a total of -$1.4bn. In addition, we add -$1 K
for 735K acres in the Marcellus (adjusted to exclude the developed portion). We
value the Pipeline & storage segment at $1bn based on 2012 EBITDA of $130mm
and an 8x mid-cycle mUltiple. We believe the Energy Marketing business is worth
-$25mm based on 2012 EBITDA of $5mm and a 5x mid-cycle multiple.

Our DCF Analysis results in $57p/s using the company's weighted average cost of
capital.

Our long-term PIE analysis results in a value of $48p/s. We base our analysis on
2013 estimated earnings. In order to account for the company's various operating
segments, we value the E&P earnings at a 20.8x multiple, the Energy Marketing
earnings at 8x and the utility earnings at 13x. All our earnings multiples are based
on mid-cycle earnings multiples.

Our EV I EBITDA multiple analysis values NFG at $49p/s. We value the E&P
business at $2.2bn based on a 5.1x 2013 mUltiple on $439mm of expected EBITDA.
We value the other consolidated 2013 EBITDA of $388mm at 7.8x to get an
enterprise value of $6bn, of which we subtract -$1.2bn of debt for an equity value of
$3.9bn.
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Risks

Commodity Price Risk - Fluctuation in the price of oil and natural gas will cause
volatility in our estimates. If the commodity prices go up from the current level, it
could affect NFG's share price positively.

Reserve replacement - NFG's ability to find reserves in its undeveloped acreage
and to sustain production is key to our valuation framework. To the extent that NFG
is not able to find more reserves, replace reserves it uses in production, and sustain
production through its current inventory of developed reserves, our valuation model
would become impaired. Conversely, to the extent that NFG can find more reserves
cheaply and increase its production, this would increase its valuation.

NFG's commodity exposed business lines are offset through regulated (i.e. minimal
direct commodity price risk) segments.

If the impact from the above risks turns out to be greater/less than we anticipate, the
stock could fail to achievelexceed our target price.

NiSource Inc

Company description

NiSource Inc (NI) is, primarily, a regulated utility with an integrated network of gas
distribution, transportation, and storage assets in the Northeast, Mid-Atlantic, and
Midwest NiSource also operates an electric utility in Northern Indiana.

The company operates four business units, including Gas Distribution, which
delivers natural gas in several states; Gas Transmission and Storage Operations,
which provide interstate natural gas transmission and storage services from the Gulf
of Mexico to the Northeast; Electric Operations, which consist of NiSource's
regulated electric utility, Northern Indiana Public Service Company (NIPSCo); and
Other Operations, which include energy-related services and a co-generation
facility.

Investment strategy

We rate the shares of NiSource (NI) Neutral (2). Nl provides long-term earnings
power of $1.40 per share, including growth from expected rate increases at
NiSource's utilities. Our estimates do not include substantial industrial load growth
at the utility or the potential for a build out of NI's pipeline and storage assets, which
have a favorable footprint in the Marcellus Shale_

Valuation

We average multiple valuation methodologies to derive our $24 target. Our NAV
yields a value of $25. We value regulated assets at a mUltiple of rate base. These
values are partially offset by the company's net debt Our DDM, which incorporates
our rate base growth assumptions, values the company at $24. Our PIE and
EV/EBITDA multiples (2013 estimates) are based on our proprietary analyses,
which utilize current equity risk premiums, current betas and projected risk-free
yields. For our PIE analysis, we use multiples of 14.5x and 14.5x for the company's
utility and pipeline assets. For our EV/EBITDA analysis, we use multiples of 7.5x
and a.ox for the company's utility and pipeline assets. Our PIE and EV/EBITDA
analyses yield values of $24 and $23.
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Risks

The key risks to our investment thesis are (1) Rate Cases - We estimate the
company will receive rate relief at several of its utilities. Under- or over-estimation of
relief could materially impact our estimates (2) Weather - Changes in weather
impact the stability of earnings (3) Capital Investment Recovery - NI spends a
substantial amount of capital to maintain and expand its distribution system. NI
depends on rate increases from public utility commission to earn a fair return on this
expansion. In addition, tariffs on the pipeline system are regulated by the FERC (4)
Pipeline Capacity Contracts - The risk of re-contracting pipeline capacity at lower
rates, upon contract expiration, could have a material impact on earnings (5) Uplift
from an MLP - Currently, we do not include any uplift from NiSource pursuing an
MLP strategy. However, significant upside may exist if the Company is able to
successfully implement this strategy.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause the stock price to materially under/outperform our target.

Oneok Inc

Company description

Oneok is an integrated energy company operating amidst the energy value chain
through three operating segments: (1) the Oneok Partners (OKS) investment, which
is a Master Limited Partnership involved in a natural gas gathering, processing,
marketing, NGL fractionation, storage and pipeline transportation; (2) a local
distribution business providing service to customers in Kansas, Oklahoma, and
Texas (Distribution), and (3) a natural gas marketing and trading segment with both
retail and wholesale customers (Energy Services).

Investment strategy

We rate shares of OKE Neutral. OKE offers investors a solid Free Cash Flow profile
(mostly as a result of the company's ownership stake and associated GP + LP cash
flows from OKS) with an emphasis on returning this cash to shareholders. We
believe that this cash flow generation profile is priced into shares at current
levels.The company's Distribution & Energy Services business carry no direct
commodity price risk, though periods of flattening basis & seasonal spreads can
negatively affect Energy Marketing earnings. OKE carries some indirect commodity
price risk via its ownership in OKS, which is mainly exposed to Natural Gas Liquids
prices.

Valuation

We use four valuation scenarios to reach our target price of $90 per share.

Our NAV analysis results in $89p/s. We derive our NAV based on the following
asset values: 1) Local Distribution Companies: We apply a multiple of 8x on 2013
EBITDA of 350mm ; 2) Energy Services: We use our 2013 EBITDA estimate and
apply a multiple of 5x; 3) Oneok Partners: We apply a value of $56 per unit to OKE's
LP units. We value 2013 GP distributions at a 22x mUltiple. We tax-effect both LP
and GP distributions.

Our DCF analysis results in a share price of $1 06 per share under CIRA's
commodity price assumptions. Our DCF analysis incorporates OKE's LP and GP



Natural Gas & Gas Utilities
23 April 2012

CASE NO. 2013-00148
ATTACHMENT 1

TO OAG DR NO. 1-183

interest in OKS, in addition to the residual value of OKE's Local Distribution and
Energy SeNice assets. We use the company's weighted average cost of capital.

We apply different EV/EBITDA multiples to each of our 2013 business segment
EBITDA estimate, resulting in a blended 8.8x multiple & $85 target prke.

We apply a blended earnings multiple OKE's FY'13 earnings to get to $79pfs.

Risks

The company's exposure to commodity prices (via cash flows from OKS) is
balanced to some degree by the regulated natural gas distribution business. The
Energy SeNices segment is more exposed to seasonal & basis spreads rather than
absolute commodity prices.

Production from Regional Producing Basins - OKS is dependent on volumes from
producing fields where the company gathers, processes, fractionates, transports,
and markets natural gas and natural gas liquids. If producers were to cut back on
drilling, OKS could suffer declines in throughput.

Capital Investment Recovery - Oneok spends capital in excess of depreciation to
maintain and expand its distribution system. OKE is exposed to regulatory risk in
that it may not be able to recover the full amount of capital spent via customer rates.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause the stock price to materially outperform our target.

Questar Corp

Company description

Questar Corp (STR) is a regional, integrated natural gas utility company with
operations in the Rocky Mountains. The company has three operating segments,
including 1) a regulated gas delivery business in Utah, Questar Gas; 2) an interstate
pipeline and underground storage business, Questar Pipeline; and 3) a regulated
natural gas and oil E&P buisness (Wexpro).

Investment strategy

We rate the shares of Questar Corp Buy, which takes into account 1) increasing
volumes on the company's pipeline and gathering system; 3) marginal customer
growth at the utility; and 4) a 20% rate of return on an increasing capital base (Le.,
Wexpro). STR is essentially a fully regulated business.

Valuation

We rate Questar Corporation (NYSE: STR) Buy. Our target price is $20.50p/s,
based on the average of the following valuation methodologies:

Our NAV calculation results in a target price of $20.34p/s. We estimate that the
distribution business is worth $1.3bn based on 2013 EBITDA and an 8x mid-cycle
EBITDA multiple. We value STR's Pipeline & Storage business at -$1.7bn, which is
based on 2013 EBITDA and an 8x mid-cycle multiple. We value the regulated E&P
business, Wexpro, at $2bn. This is based on a DDM (dividend discount model). We
then subtract -$1.2 billion of net debt to derive an equity value.
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Our DCF Analysis results in $20.24p/s. We derive a NPV of cash flows over the
next ten years discounted at the Firm's WAGC. We then add the residual value of
the Utility & pipeline assets as well as the residual value of Wexpro. We subtract net
debt of -$1.2bn to derive the equity value.

Our long-term P / E analysis results in a value of $21.19pfs. We base our analysis
on 2013 estimated earnings.

Our EV I EBITDA mUltiple analysis values Questar at $19.71pfs. We use a weighted
average 2013 EBITDA multiple of 8Ax on projected EBITDA of $558mm. We
subtract -$1.2bn of net debt to reach our $19.71p/s target

Risks

Risks to the achievement of our target price include the following:

1) Lack of drilling success at the regulated E&P segment would result in a lower
investment base and therefore a lower return

2) A decrease in natural gas demand at the Utility

3) Delays on the ongoing pipeline expansion projects

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause the stock price to materially outperform our target

TransCanada Corp

Company description

The Company's pipeline network transports 15 bcffd of natural gas and extends
over 35,000 miles, while its storage capacity is about 360 bct. Additionally,
TransCanada owns or has an interest in over 10,900 MW of generation throughout
Ganada and the northeast United States.

Investment strategy

We rate TRP Neutral (2) TRP's asset mix of both pipeline (70%) and power (30%)
assets offers attractive organic growth with incremental returns on new capital of
13% excluding acquisitions over the next five years.

Despite attractive returns on organic and new build projects, we believe this growth
comes with the risk of capital cost overruns at new projects, namely, the restart of 2
units at TRP's operated nuclear power plant (Bruce Power) and a C$12.2 billion oil
export pipeline from Alberta into the Midwest (Keystone Pipeline).

Valuation

We apply average multiple valuation methodologies to derive our $42 target Our
NAV yields a value of $41. We value regUlated assets at a multiple of rate base
(1.5x for pipelines and storage assets). We apply a 10% haircut to Canadian assets
as they earn lower authorized returns. We value SRE's power generation assets at
replacement value. These values are partially offset by the company's net debt Our
1O-year DCF yields a value of $51, using a 5.97% WAGC. Our PIE and EVJEBITDA
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multiples for the pipelines are based on our proprietary analyses, which utilize
current equity risk premiums, current betas and projected risk-free yields. This
analysis yields a multiple of 14.5x 2013 earnings and 8x 2013 EBITDA. We apply a
merchant power mUltiple of 14x and 8x to power generation 2013 earnings and
EBITDA. Our PIE and EV/EBITDA analyses yield values of $37 and $38.

Risks

The key risks to our investment thesis includes

(1) Exchange Rates - TRP has energy assets in the US and Canada. Significant
changes in exchange rates could materially increase or decrease earnings.

(2) Regulatory - TRP spends capital in excess of depreciation to maintain and
expand its pipeline infrastructure and relIes on fair regulated returns. Changes in the
regulatory environment could adversely impact returns.

(3) Nuclear Risk - Because of the high safety risks of operating a nuclear power
plant, regUlatory impediments may arise. Unplanned outages from sensitive
technology, cost overruns or even terrorist attacks could also cause damage and
create outages, impacting earnings.

(4) Capital Risk - We expect about half of TRP capex program will be funded
through debt. Difficulties getting the appropriate debt funding could reduce the
likelihood of projects being built timely.

(5) Energy Prices - TRP sells to the merchant market. Changes in power prices
and/or cost of fuel could materially impact our estimates or WC requirements.

(6) Execution Risk - Expansion projects should add incremental earnings, but
overspending could lead to lower returns. There is also a risk that projects will not
be completed on-time or at all.

(7) Ravenswood - We assume capacity energy prices in NYC will fall in'11 due to
capacity oversupply. Any differences in capacity pricing to our estimates could also
impact our long-term estimates.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause our target price to be materially outperformed.

Sempra Energy

Company description

Sempra Energy (SRE) is an integrated natural gas and electric company. The
company's operations include Sempra Utilities, which consists of 6.2 million gas and
1.3 million electric meters in Southern California; Sempra Generation, which owns
about 2,600 megawatts (MW) of net, active generation; Sempra Pipeline & Storage,
which operates natural gas pipeline, storage, and owns interests in utility assets in
South America; and Sempra LNG, which is currently developing and operating LNG
re-gasification plants to import natural gas into the U.S.
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Investment strategy

We rate the shares of Sempra Energy Buy (1). Sempra's diversified portfolio of
assets in the gas and power sector gives the company sustained earnings power
through consistent and growing returns from its utility operations, and a power
generation portfolio that is 80% contracted. We believe Sempra is well positioned to
take advantage of the current volatility in commodity prices, power demand in
California, and future expected demand for liquefied natural gas (LNG).

Valuation

We average multiple valuation methodologies to derive our $65 target.

Our NAV yields a value of $67. We value regulated assets at a multiple of rate base
(1.5x for utilities, 1.5x for pipelines, transmission and storage assets). The
company's trading business is valued at the expected sale price. We value SRE's
electric generation at replacement value ($800-$1,OOO/KWfor CCGT assets). These
values are partially offset by the company's net debt.

Our DDM values the company at $62. Our PIE and EV/EBITDA multiples are based
on our proprietary analyses, which utilize current equity risk premiums, current
betas and projected risk-free yields. For our PIE analysis, we apply multiples of
14.5x, 14.5x and 16.0x to 2013 earnings at the utility, pipeline and generation
segments. Our PIE analysis yields a value of $67.

For our EV/EBITDA analysis, we apply multiples of 7.5x, 8x and 9x to 2013utility,
pipeline and generation EBITDA. Our EV/EBITDA analysis yields a value of $67.

Risks

The key risks to our investment thesis are (1) The utilities are SUbject to regulation
from federal, state and local authorities which may impose rulings adverse to
Sempra's interests. (2) California's Department of Water Resources power contract
with Sempra Generation expired in 2011. Earnings may be materially impacted as a
result of volatile merchant power prices. (3) Uncertainty in the contracting of
capacity on expansions at the company's LNG facilities may negatively impact
earnings in the coming years. (4) Sempra is exposed to currency issues in Mexico
and earnings could be impacted with significant volatility in the value of the Mexican
Peso. (5) Ability to access debt or equity markets at a reasonable cost in the future
could materially impact growth in the future. (6) The opportunity for further upside
exists if Sempra can take advantage of the growing need for renewable generation
in the desert Sw.

If the impact on the company from any of these factors proves to be greaterlless
than we anticipate, it may prevent the stock from achieving our target price or could
cause our target price to be materially outperformed.

Southwest Gas Corp

Company description

Southwest Gas provides regUlated gas distribution services for 1.8 million
customers in Arizona, Nevada and California, We estimate the total regUlated utility
asset base (rate base) to be about $2.3 billion. SWX also operates two FERC­
regulated pipelines ($85 million rate base) and an unregulated pipeline construction
business (~$35 million annual EBITDA).
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Investment strategy

We rate SWX a Buy (1). Our Buy rating for SWX is premised on the company
obtaining a reasonable rate of return on its regulated asset base. SWX's regulated
customer base has been driven by popUlation growth in Arizona and Nevada, which
has slowed recently. This type of historical growth within a regulatory framework
inevitably leaves shareholders exposed to regUlatory lag; however, utilities are
entitled to just and reasonable rates. Last year, SWX earned below authorized
return levels. We estimate that upcoming rate relief and sloWing capital growth
should help to mitigate the impact of regUlatory lag in the coming years and improve
return metrics for the utility segment.

Valuation

We average mUltiple valuation methodologies to derive our $47 target.

Our NAV yields a value of $50. We value regUlated assets at a mUltiple of rate base
(1.5x for utilities, 1.5x for pipelines). We value the Construction Services segment at
5x EBITDA, based on a midstream asset mUltiple. These values are partially offset
by the company's net debt.

Our DDM values the company at $43. We calculate a hypothetical dividend, based
on SWX's regulated capital growth, authorized returns and cost of equity to arrive at
our DDM valuation.

Our PIE and EV/EBITDA multiples are based on our proprietary analyses, which
utilize current equity risk premiums, current betas and projected risk-free yields. For
our PIE analysis, we use multiples of 14.5x, 14.5x and 8x for the company's utility,
pipeline and pipeline construction assets. For our EV/EBITDA analysis, we use
multiples of 7.5x, 8x and 5x for the company's utility, pipeline and pipeline
construction assets. Our PIE and EV/EBITDA analyses yield values of $44 and $53.

Risks

The key risks to our investment thesis include i) a historically challenging regulatory
body in Arizona, which recently has become more constructive, ii) the potential need
to raise equity to fund the capex program, sensitivity of earnings to changes in
weather, iii) the stock's relative lack of trading liquidity, and the relatively low market
capitalization of the company compared with other utilities. These concerns are
offset by a stable regulated earnings stream from the transmission pipelines and
natural gas utilities which account for more than 90% of earnings. Risks to the
shares attaining our target price include:

(2) Population growth - Housing demand and tepid economic growth within the
Southwest region of the U.S. could slow to a rate below estimates or increase
above our estimates, causing us to revise our estimates and valuation.

(3) Capital investment recovery - SWX spends capital to maintain and expand its
operations. The company will continue to rely on state regulatory commissions to
recover costs in excess of depreciation. While we believe SWX's relationship with
the ACC has been more productive than those of other utilities operating in the
state, the ACC and the other commissions may not allow the company to earn a
reasonable rate of return on its rate base.

(4) Capital Markets - SWX is a relatively small utility in terms of market capitalization
and daily volumes. This may impact its ability to access the capital markets.
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If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause our target price to be materially outperformed.

spectra Energy Corp

Company description

Spectra Energy is an integrated natural gas company operating in both the United
States and Canada. The company maintains four distinct operating segments with
over $20 billion in assets: 1) natural gas transmission and storage in the US; 2)
natural gas distribution in Canada; 3) natural gas gathering, processing and
transmission in Canada; and 4) gathering & processing in the US through a 50%
joint venture with ConocoPhillips.

Investment strategy

We rate Spectra (SE) at Neutral (2) with a $32 target We expect SE will grow
regulated earnings by expanding its North American pipeline and storage network;
however, commodity prices and Canadian exchange rates could add substantial
volatility to midstream earnings.

Valuation

We apply multiple valuation methodologies to derive our $32 target.

Our NAV yields a value of $35. We value regulated assets at a multiple of rate base
(1.5x for utilities, 1.5x for pipelines). We value the Field Services segment at 7.5x
2011 EBITDA, based on our midstream multiple. These values are partially offset by
the company's net debt.

Our 10-year DCF yields a value of $33, by utilizing a 6.8% WACC.

Our PIE and EV/EBITDA multiples are based on our proprietary analyses, which
utilize current equity risk premiums, current betas and projected risk-free yields. For
our PIE analysis, we use mUltiples of 14.5x, 14.5x and 10x for the company's utility,
pipeline and midstream assets. For our EV/EBITDA analysis. we use multiples of
7.5x, 8x and 6x for the company's utility, pipeline and midstream assets. We value
the Canadian pipelines at a slight discount to account for lower authorized returns.
Our PIE and EV/EBITDA analyses yield values of $29 and $28.

Risks

The key risks to our investment thesis include (1) significant capital requirements
over the medium-term and the earnings sensitivity to volatile commodity prices and
the Canadian dollar.

If the impact on the company from any of the following factors proves to be greater
than we anticipate, the stock will likely have difficulty achieving our target price.

(2) Capital Investment Recovery - SE spends capital to maintain and expand its
pipeline and distribution operations. SE relies on the OEB and the FERC to recover
costs or approve projects.
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(3) Processing Contract Volatility - SE is exposed to commodity price volatility
through its POP and keep-whole processing contracts. An increase in commodity
prices could allow SE to outperform our expectations.

(4) Production from Gas Producing Regions - SE is dependent on volumes from
producing fields throughout North America. Significant production declines could
require SE to charge producers higher fees to compensate for lower volume on its
systems, potentially degrading its competitive position. Conversely, production
increases could enhance its competitive position.

(5) Demand from Refineries and Petrochemical Producers - Nat gas liquids
produced by SE are primarily marketed to refineries and petrochemical producers.
Lower demand could lead to margin compression.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause our target price to be materially outperformed.

Sunocolnc
Company description

Sunoco, Inc (SUN) is a petroleum refiner and retail fuels marketer with interests in a
crude oil and refined products infrastructure and logistics company, Sunoco
Logistics Partners L.P. (SXL). As SUN continues to exit its Refining business with
the shut down/sale of its remaining refineries It is molding into a pipeline, logistics
and retail company. SUN owns the 2% general partnership interest in Sunoco
LogIstics along with a 32% interest in its common units.

Investment strategy

We rate the shares of Sunoco Inc Buy/High Risk (1 H). As Sunoco moves away from
the refining business, we believe there is potential upside to the stock as its refining
assets have been underperforming while increasing US liquids production has put
the spotlight on its logistics business which is re-shaping itself to move crude and
NGLs to the Gulf Coast. Sunoco has a healthy cash position and a stable balance
sheet. Sunoco also has a brand name for its marketing business. While the average
retail margins for SUN have been on the lower side, we believe the business will
consistently generate free cash flow and support the dividend of the company.

Valuation

Our target price of $51 pis is based on our matrix valuation approach. We use four
different valuation methodologies to reach our target price. Our net asset value
(NAV) analysis is based on a liquidation value of the company and also incorporates
pending cash receivables and cash outflows related to environmental, pension and

other liabilities.

Our discounted cash flow analysis uses 10 years of cash flows with a terminal value
based on the residual value of the LP and GP distributions from SXL and the
residual value of the Retail Assets. In calculating the residual value of the LP
distributions we assume a target yield of 6%. We have used a discount rate of7.4%
based upon a beta of 0.77 derIved from an average comparable beta of other
midstream companies.
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Our PIE and EV/EBITDA analyses are based on average multiples from the same
comparable universe. We estimate PIE and EV/EBITDA multiples of 16.0x and 7.0x.
We use clean 2013 numbers in our analyses. Our EV/EBITDA analysis yields a
valuation of $44 pIs and PIE analysis yields a valuation of $49 pIs.

Risks

We rate SUN High Risk, In light of the potential sale for its refining assets the risks
associated with the business will likely subside, but until then, these risks remain.
We derived the risk rating after consideration of a number of factors. These factors
include an assessment of industry-specific, financial risk, management risk and
SUN's diversified business model.

Downside risks include:

Environmental Liabilities: Even though the company has set aside $250 MM to deal
with any potential environment liabilities associated with the closures of its refining
and chemical assets, we believe that any upside in the associated liability could
hamper company's earnings potential.

Crude Acquisition & Marketing: SXL's Crude acquisition business has more volatility
associated with it depending upon crude spreads, differentials and the contango
structure of the crude oil market. This business could also come under increasing
competition.

Vectren Corp

Company description

Vectren operates regulated electric and gas utilities in Indiana and Ohio, distributing
natural gas to about 1 million customers and serving about 140,000 electric
customers. The utilities represent over 80% of WC's earnings. Vectren also
operates non-regulated businesses, including coal mining, pipeline construction,
and gas marketing.

Investment strategy

We rate Vectren shares Neutral. We believe the stock is fairly valued as a
constructive regulatory environment is offset by concerns over the impact of flat
basis spreads on the gas marketing operations and light demand for the coal mining
unit.

Over 80% of earnings at WC are derived from operations at the gas and electric
utilities. In late 2009, the company's sole electric utility filed for rate relief. We expect
resolution of this matter by year-end. In addition to rate relief, we expect growth at
the utility will be arise from infrastructure riders, which allow timely retums on capital
spending and customer growth.

The non-regUlated operations include coal mining, gas marketing, pipeline
construction and energy services. Coal mining and gas marketing operations have
been hampered as of late due to reduced coal demand and thinning basis spreads.

Valuation

We average multiple valuation methodologies to derive our $29 target. Our NAV
yields a value of $28.40. We value regUlated assets at a multiple of rate base (1.5x
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for gas utilities). We value ProLiance at ax earnings, in-line with our estimated
marketing multiple. The company's coal mining and energy services segments are
valued at 6x and 5x 2013 EBITDA, based on midstream and marketing multiples.
These values are partially offset by the company's net debt. Our DDM values the
company at $27.46. We calculate a hypothetical dividend, based on WC's
regulated capital growth, authorized returns and cost of equity to arrive at our DDM
valuation. Our PIE and EV/EB1TDA multiples are based on our proprietary analyses,
which utilize current equity risk premiums, current betas and projected risk-free
yields. For our PIE analysis, we use 2013 multiples of 14.5x for the gas utility and
13.5x for the electric uitility and 10x for the company's unregulated assets. For our
EV/EBITDA analysis, we use multiples of 7.5x and 6.5x for the company's utility and
unregulated assets. Our PIE and EV/EBITDA analyses yield values of $2538 and
$36.75.

Risks

The key risks to our investment thesis includes

(1) Capital Investment Growth - WC spends capital to maintain and expand its
utility systems. WC relies on adequate base rates to earn its cost of capital.

(2) Concentration in the Midwest - Changes in the service area's economy could
reduce demand for power.

(3) Gas and Purchased Power Costs - Higher costs can lead to higher working
capital requirements and interest expense.

(4) Coal Margins - Key drivers behind the performance of the coal mining unit
include coal prices, volumes and costs, which are all volatile.

(5) Non-Regulated Business - WC's unregulated business continually enters into
forwards and options that may create unanticipated losses.

(6) Capital Markets - WC is a relatively small utility in terms of market cap and
volume compared with other utilities. This may affect its ability to access the capital
markets.

(7) Customer Growth - An unexpected increase or decrease in population could
affect earnings substantially.

Events that would present upside risk to our target price include: 1) an improving
economy in Vectren's service areas; 2) increased natural gas price volatility,
including wider summer/winter differentials; and 3) improvements in coal production
volumes and per unit margins.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause our target price to be materially outperformed.

UGI Corp

Company description

UGI Corp operates as a diversified gas utility, electric utility and global propane
distribution company. The company's utility and power assets are located in
Pennsylvania. The company's propane business is composed of a 46% equity
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interest in AmeriGas Partners and a stable international propane distribution unit
with principal operations in France, where the company controls about a quarter of
the market.

UGI also operates an energy services business with generation and storage assets.

Investment strategy

We rate UGI a Buy (1). The company provides stable cash flows through a
combination of an electric and gas utiHty. In addition, the company has one of the
largest propane businesses in the USA and has an International Propane division
that serves customers in Europe.

Historically UG! has generated strong free cash flows from its domestic propane
and utilities businesses enabling the company to make bolt-on acquisitions and
increase its dividend over time. However, the propane business in the US looks
challenged as commodity prices move higher, and customers migrate to alternative
fuels.

Valuation

Our average multiple valuation methodologies derives a $31 target price.

Our NAV yields a value of $31. We value regulated assets at a multiple of rate base
(1.5x for gas utilities). The company's gas marketing segment is valued at 7x
EB1TDA, in-line with multiples for other marketers. These values are partially offset
by the UGI's net debt.

We value UG!'s interest in APU using our MLP team's target price ($39). We value
UGl's GP interest based upon GP distributions of -$1.5 million.

We value UG1's coal-fired power plants at their estimated replacement cost, which
includes a discount applicable to Central App coal plants, of $980/KW.

International propane operations are valued at a 15% discount to our gas utility
EV/EBITDA multiple of 7. Ox, due to significant exposure to weather and exchange
rates.

Our DDM values the company at $31. We calculate a hypothetical diVidend, based
on UGl's regulated capital growth, authorized returns and cost of equity to arrive at
our DDM valuation.

Our PIE and EV/EBITDA multiples are based on our proprietary analyses, which
utilize current ERPs, betas and projected risk-free yields. For our PIE analysis, we
use multiples of 14.ox, 10.0X, 14.5X and 11.DX for the company's Gas utility,
Propane, Electric utility and Marketing/energy services assets. For our EV/EBITDA
analysis, we use multiples of 7.ox and 6x for the company's Gas & Electric
Utility/Propane businesses and Marketing/energy services assets. !nternational
propane operations are valued at a 15% discount to our gas utilities, due to
exposure to weather and exchange rates. Our PIE and EV/EBITDA analyses yield
values of $28 and $37.

Risks

The key risks to our investment thesis are (1) Most of UGI's cash flows arise from
regulated assets or the mature propane market. Slightly offsetting these stable cash
flows are sensitivities to weather and exchange rates.
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(2) The international propane unit accounts for 20% of UGI's operating income while
AmeriGas accounts for approximately a third. Propane distributors compete in an
unregulated market. While the barriers to entry are high, namely capital costs, UGI
competes with a number of propane distributors and "mom & pop" dealers in the
U.S. and Europe. Economics for alternative fuel types is also making it more
economical for customers to switch into other fuels.

Flaga and Antargaz's eamings remain exposed to foreign currency fluctuations.

(3) UGI's utility earnings are sensitive to weather. Our earnings estimates assume
normal weather and recovery of capital spent in excess of depreciation through
higher customer rates. These rates depend on orders from Pennsylvania Public
Utility Commission. At this point, we believe the commission has been constructive
with regard to utility rate making,

(4) Earnings in the propane business are also impacted by weather as changes in
weather can significantly impact volumes.

(5) Our margin assumptions at UGI's power plants are based on market prices and
the capacity market in PJM. Higher fuel costs or regulatory impediments within the
PJM market could adversely affect our earnings estimates.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause our target price to be materially outperformed.

The Williams Companies Inc

Company description

The Williams Company Inc (WMB) is an integrated natural gas company that
processes, trades, and transports natural gas and oil. The company also operates
Midstream Canadian & Olefins business.

WMB also owns an -78% stake in Williams Partners (incl. GP interest), a
Midstream & Pipeline MLP. WMB is the operator of the WPZ assets.

Investment strategy

We rate the shares of The Williams Company Buy based on our analysis of the
company's ownership of WPZ and combined growth at WPZ and the Canadian
Midstream & Olefins business.

Valuation

We employ a variety of valuation techniques to derive our target price of $36 for the
shares of The Williams Company Inc.

1) Discounted Cash Flow: We model in WPZ contribution via LP and GP
distributions. We tax GP distributions at 35% and LP distributions at 20%. We
discount our cash flows at our WAGC. Our DCF value per share is $37.

2) Net Asset Value: For the Olefins portion, our forward EBITDA multiple is 5.5x
2013 EBITDA. To account for WMB's stake in WPZ, we value the LP units at
Current Trading Price x WMB owned units. We then tax-affect this figure (we use
20% tax rate to account for LP deferrals) to derive an implied valuation of $10 billion
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for the LP shares. For the GP interest, we value estimated 2013 GP distributions of
$531 million by a 22x multiple, then tax-effect (-35%) to derive a valuation of $7.6
billion for the GP interest. We back out -$700mm of net debt to derive our equity
value. Our NAV is $34p/s_

3) EV/ EBITDA: We value shares of WMB at $37 on an EV/ EBITDA basis. We use

2013 EBITDA estimates. We back out WPZ minority interest, to account for the
proportionate share WMB does not own at a blended multiple.

4) Long-Term PIE: We use a consolidated EPS on 2013 EPS for a value of $35.

Risks

Risks we see to Williams achieving our target price include the following:

WPZ- WMB will generates a sizable portion of its cash flow via WPZ and therefore
from keep-whole operations, which depend on the spread between natural gas and
crude oil prices. In a declining crude I rising gas price environment, this could
significantly chip away at WMB's processing margin and lead to earnings & cash

flow shortfalls.

Project Execution - If WMB suffers cost overruns at its expansion projects,
economics could deteriorate and lower overall project returns.
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Ratings and Target Price History
Fundamental Research
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)Ratings and Target Price History
iBest Ideas Research
jRelative Call (3 Month)
iAnalyst: Falsel Khan. CFA
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Integrys Energy Group, Inc. (lEG)
Ratings and Target Price History
Fundamental Research
Analyst: Falsel Khan, CFA
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TransCanada Corp (TRP.TO)
Ratings and Target Price History
Best Ideas Research
Relative Call (3 Month)
Analyst: Faisel Khan, CFA

CAD
Covernd

Not covered

45

40

35 ,
, ,.

30 ..j~

26

28

,
0 N D J F M AM A o N D J F M A

2011 2012

Date Rating Target Price Closi no. Price
@] 7-0ct-l1 'ADD lP 41.52

Standard Time
-------_.

A
I ~ I I '1 I I I

A 0 N D J F M A M
2010

Date Rating Target Price Closing Price
I1J 2fi.Sep-ll 'REM lP 42.29

M
25

30

32

Covered
:M Not covered

- -- - ---------- --------- - 'USD

Rating Targel Price Closing Price
'ADD lP 30.83

Date
II] 19-";Jr-l1

22

24

iUGI Corp (UGI)
jRatings and Target Price History
Fundamental Research
Analyst Faisel Khan, CFA

20MJJASONDJFMAM
2010

I I I I I I I I I

A SON 0 J F M A
2012

Ratingltlrget poca changes above reflect Eastern standanl Time

r------------···----···-
Rating Target Price Closing Price

'1M '31.00 26.40
Siock rating system changed

*1 31.00 26.27
1 '33.00 29.41

ASON 0 J F M A M
2011

Rating Targel Price Closing Price Date
1M '33.00 2£.59 mJ 6-0ct·tl

'1M 33.DO 3U7 [j]] &-Oct-l1
1M '36.00 32.74 !III &-Od-l1

2M ':M.DO 3222..1 lI2J 13-NGv·11

32

26

28

30

Analyst: Faisel Khan, CFA

Date Rating Target Price Closing Price L---- Dale
II] 29-JuHl9 2H '2{j.00 '{j.78 .Im. 16-Jul·10

i III 27-0d-09 '2M 26.00 24.79 lID 3l>Jan-ll
i @] 2ll-Jan-10 '1M '31.00 14.54 I1J 2·May-il
i I!I 26-";Jr-10 1M '32.00 27.23 lID 21-Jul-l1

1 ~Indi-cat-._"-S~oh~a~nll.=e-=-c_-.-.._-.-._-..-..-__-..-__ -_--.-..-.-.···ucc:s-=o=::::--------
l

UGI Corp (UGI) Covered
34 Not covered

Ratings and Target Price History
Best Ideas Research
Relative Call (3 Month)

20
M A ONDJFMIIMJ

2010
II 0 N0 J F M II M

2011
A 0 N 0 J F M A

2012

:t Indicates change Ratingfuuy el prica changes above ",fie<:( EaslErn Slandanl Time



Natural Gas & Gas Utilities
23 April 2012

Vpr.frpn Corp (We)
Ratings and Target Price History
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Standard lime

Citigroup Global Markets Inc. or its affiliates beneficially owns 1% or more of any class of common equity securities of NiSource IrJc, Sempra Energy,
SUrJoco Inc, The Williams Companies Inc. This position reflects information available as of the prior business day.

Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-marJager of an offering of securities of CenterPoint
Energy Inc, NiSource Inc, Sempra Energy, TransCanada Corp, The Williams ComparJies Inc.

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from
CenterPoint Energy Inc, Enbridge Inc., NiSource Inc, Oneok Inc, Spectra Energy Corp, Sempra Energy, Sunoco Inc, Integrys Energy Group, Inc.,
TransCanada Corp, UGI Corp, The Williams Companies Inc.

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensatiorJ for investment barJkirJg
services from CenterPoint ErJergy Inc, EQT CorporatiorJ, Sempra Energy.

Citigroup Global Markets Inc. or an affiliate received comperJsatiorJ for products arJd services other than investment banking services from AGL Resources
IrJc, Atmos Energy Corp, CenterPoint Energy Inc, Energen Corp, Enbridge Inc., EQT Corporation, NiSource Inc, Oneok Inc, Spectra Energy Corp, Sempra
Energy, Sunoco Inc, Southwest Gas Corp, Integrys Energy Group, Inc., TransCanada Corp, UGI Corp, Vectren Corp, The Williams Companies Inc in the
past 12 months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): CenterPoint Energy Inc,
Enbridge Inc., EQT Corporation, NiSource Inc, Oneok Inc, Spectra Energy Corp, Sempra Energy, Sunoco Inc, Integrys Energy Group, Inc., TransCanada
Corp, UGI Corp, The Williams Companies Inc.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment­
banking, securities-related: AGL Resources Inc, Atmos Energy Corp, CenterPoint Energy Inc, Energen Corp, Enbridge Inc., EQT Corporation, MDU
Resources Group Inc, National Fuel Gas Co, NiSource Inc, Oneok Inc, Spectra Energy Corp, Sempra Energy, Questar Corp, Sunoco Inc, Southwest Gas
Corp, Integrys Energy Group, Inc., TransCarJada Corp, UGI Corp, Vectren Corp, The Williams Companies Inc.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment­
banking, nOrJ-securities-related: Atmos ErJergy Corp, CenterPoint Energy Inc, Enbridge Inc., EQT Corporation, NiSource Inc, Oneok Inc, Spectra Energy
Corp, Sempra Energy, Sunoco Inc, Integrys Energy Group, Inc., TransCanada Corp, UGI Corp, The Williams Companies Inc.

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its
affiliates ("the Firm'). Like all Firm employees, analysts receive comperlsation that is impacted by overall firm profitability which includes investmerJt banking
revenues.

The Firm is amarket maker in the publicly traded equity securities of Integrys Energy Group, Inc..

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research &Analysis
product ('the Product'), please contact Citi Investment Research &Analysis, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention:
Legal/Compliance [E6WYB6412478]. In addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical
disclosures, are contained on the Firm's disclosure website at https:/fwww.citivelocity.comfcvr/eppublicfcitUesearch_disciosures. Valuation and Risk
assessments can be found in the text of the most recent research notefreport regarding the subject company. Historical disclosures (for up to the past three
years) will be provided upon request

Citi Investment Research & Analysis Ratings Distribution

Data cu"ent as of 31 Mar 2012
Citi Investment Research &Analysis GlobaiF\mdamental Cove"rage

%of companies in each rating category that are investment banking clients

12 Month Rating Relative Rating
Buy . .~()I~ ...~ell .__~uy ... _~[)I~ . .§eU
52% 37% 11% 10% 79% 10%
44% 42% 40% 47% 42% 43%

Guide to cm Investment Research &Analysis (CIRA) Fundamental Research Investment Ratings:
CIRA's stock recommendations include an investment rating arid arl optional risk rating to highlight high risk stocks.
Risk rating takes irJto account both price volatility and fundamental criteria. Stocks will either have no risk rating or aHigh risk rating assigned.
Investment Ratings: CIRA's investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return ('ETR')
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and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for astock withirl the next 12 mOrlths. The Investment
rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell (3) for negative ETR. Any covered stock not assigned a Buy
or a Sell is a Neutral (2), For stocks rated Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment catalysts to derive a
positive or negative investment view, they may elect with the approval of CIRA management not to assign atarget price and, thus, not derive an ETR.
Analysts may place covered stocks 'Under Review' in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis)
affecting the company and / or trading in the company's securities (e.g. trading suspension), As soon as practically possible, the analyst will publish a note
re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our ratings
distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation,
Relative three-month ratings: CIRA may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most
preferred) or under-performance (least preferred) versus the geographic and industry sector over a3 month period. The relative call may highlight a specific
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration,
explairling the basis for this short-term view. This three-month view may be different from arld does not affect a stock's fundamental equity rating, which
reflects a longer-term total absolute retum expectatiorl. For purposes of NASOINYSE ratings-distribution-disclosure rules, most preferred calls correspond to
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to amost preferred or least preferred call is
considered non-relative-rated (NRR). For purposes of NASDINYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings
distribution table for our 3-month relative rating system, However, we reiterate that we do not consider NRR to be a recommendation.

Prior to October 8,2011, the firm's stock recommendation system included a risk rating and an investment rating, Risk ratings, which took into account both
price volatility and fundamental criteria, were: Low (L), Medium (M), High (H), and Speculative (S), Investment Ratings of Buy, Hold and Sell were a
function of CIRA's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. Additionally, analysts
could have placed covered stocks 'Under Review' in response to exceptional circumstances (e.g. lack of information critical to the analysfs thesis) affecting
the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed 'Under Review' were monitored daily by management and
as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets (US, UK, Europe,
Japan, and Australia/New Zealand), investment ratings were: Buy (1) (expected total return of 10% or more for Low-Risk stocks, 15% or more for Medium­
Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (00/".10% for Low-Risk stocks, 0%-15% for Medium-Risk
stocks, 00/".20% for High-Risk stocks, and 0°/".35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging markets (Asia
Pacific, Emerging Europe/Middle EasUAfrica, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for Low-Risk stocks,
20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for Low-Risk stocks,
10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks, 10%
or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change
in target price (subject to limited management discretion), At other times, the expected total returns may fall outside of these ranges because of market price
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to
review by Research Management. Your decision to buy or sell asecurity should be based upon your personal investment objectives and should be made
only after evaluating the stock's expected performance and risk.

NON·US RESEARCH ANALYST DISCLOSURES
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons ofthe member
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:

gitigr(Ju.PC3llJ~(lLMa.rk"ts.I~(; . Fajsel Khan, C~6;!ifTl!J1 Schneider, Amit Marwaha .

OTHER DISCLOSURES
The SUbject company's share price set out on the front page of this Product is quoted as at 20 April 2012 04:00 PM on the issuer's primary market.

Citigroup Global Markets Irlc. and/or its affiliates has asignificant financial interest in relation to CenterPoint Energy Inc, Enbridge Inc., EQT Corporation,
NiSource Inc, Oneok Inc, Sempra Energy, Sunoco Inc, Integrys Energy Group, Inc., The Williams Companies Inc, (For an explanation of the determination of
significant financial interest, please refer to the policy for managing conflicts of interest which can be found at www.citiVelocity.com.)

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and
may act as principal in connection with such transactions, The Firm is a regular issuer of traded financial instruments linked to securities that may have been
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on aprincipal
basis.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and
completeness of the disclosures made in the Important Disclosures section of the Product, The Firm's research department has received assistance from
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had
discussions with the subject company to ensure factual accuracy prior to publication, All opinions, projections and estimates constitute the judgment of the
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and
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availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research &Analysis
(CIRA} does not set apredetermined frequency for publication, if the Product is afundamental research report, it is the intention of CIRA to provide research
coverage of thelthose issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity
constraints, The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of asecurity. Any decision
to purchase securities mentioned in the Product must take into account existing public information on such security or any registered prospectus.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the
reporting requirements of the U.S. Securities and Exchange Commission, There may be limited information available on foreign securities, Foreign
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U,S, Securities of
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate
movements may have an adverse effect on the value of an investment in aforeign stock and its corresponding dividend payment for U.S, investors. Net
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details, Citigroup Global Markets Inc.
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed
only through Citigroup Global Markets Inc,

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Stanley) research reports may be
available about the companies that are the subject of this cm Investment Research &Analysis (CIRA) research report. Ask your Financial Advisor or use
smithbamey.com to view any available Morgan Stanley research reports in addition to CIRA research reports.
Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Bamey
LLC and its affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures.
For Morgan Stanley and Citigroup Global Markets, Inc, specific disclosures, you may refer to www.rnorganstanley.com/researchdisclosures and
https://www.citivelocity.comlcvrleppublic/citUesearch_disciasures.
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by
the same person who reviewed this research report on behalf of CIRA. This could create a conflict of interest.

The Citlgroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed
by. The Product is made available in Australia through Citigroup Global Markets Australia Ply Ltd. (ABN 64 003 114832 and AFSL No. 240992), participant
of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product
is made available in Australia to Private Banking wholesale clients through Citigroup Ply Limited (ABN 8B 004 325 OBO and AFSL 23B09B). Citigroup Ply
Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers. If there is any
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia. Citigroup
companies may compensate affiliates and their representatives for providing products and services to clients. The Product is made available in Brazil by
Citigroup Global Markets Brasil- CCTVM SA, which is regulated by CVM - Comissao de Valores Mobiliarios, BACEN - Brazilian Central Bank, APIMEC­
Associag80 dos Analistas eProfissionais de Investimento do Mercado de Capitais and ANBID -Associagao Nacional dos Bancas de Investimento. Av,
Paulista, 1111 - 11" andar - CEP. 01311920 - Sao Paulo - SP. If the Product is being made available in certain provinces of Canada by Citigroup Global
Markets (Canada) Inc. ('CGM Canada"), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J
2M3. This product is available in Chile through Banchile Corredores de Bolsa SA, an indirect subsidiary of Citigroup Inc., which is regulated by the
Superintendencia de Valores y Seguros, Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets
Limited, which is authorised and regulated by Financial Services Authority, 1-5 Rue Paul Cezanne, Beme, Paris, France. The Product is distributed in
Germany by Citigroup Global Markets Deutschland AG ('CGMD'), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD,
Reuterweg 16, 60323 Frankfurt am Main, Research which relates to 'securities' (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws
of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission, If the Research is made available through Citibank, N.A" Hong
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank NA, Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong, Citibank
NA is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Cilibank NA, Hong Kong, Branch if you have any queries on
or any matters arising from or in connection with this document. The Product is made available in India by Citigroup Global Markets India Private Limited,
which is regulated by Securities and Exchange Board of India. Bakhtawar, Nariman Point Mumbai 400-021. The Product is made available in Indonesia
through PT Citigroup Securities Indonesia. 51F, Citibank Tower, Bapindo Plaza, JI. Jend. Sudirman Kav. 54-55, Jakarta 12190, Neitherthis Product nor any
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia, The securities referred to in this Product have not been
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations,
and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through apublic offering or in circumstances which
constitute an offer within the meaning of the Indonesian capital market laws and regulations. The Product is made available in Israel through Citibank NA,
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N,A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel. The Product is made
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. Via dei Mercanti, 12, Milan, 20121,
Italy. The Product is made available in Japan by Citigroup Global Markets Japan Inc. ('CGMJ"), which is regulated by Financial Services Agency, Securities
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-Marunouchi
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by 5MBC Nikko Securities Inc, it is being so distributed under
license, In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website. If you have
questions regarding Citi Velocity, please call (B1 3) 6270-3019 for help. The Product is made available in Korea by Citigroup Global Markets Korea
Securities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association
(KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 11 0-1BO, Korea. KOFIA makes available registration information of research analysts on its
website. Please visit the following website if YOlJ wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea
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Securities Ltd. http://dis,kofia.or.kr/fs/dis2/fundMgrIDISFundMgrAnalystPop.jsp?companyCd2=A03030&pageDiv=02. The Product is made available in
Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No. 460819-0) ('CGMM') to its clients and CGMM takes responsibility for its contents.
CGMM is regulated by the Securities Commission of Malaysia, Please contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 Kuala
Lumpur, Malaysia in respect of any matters arising from, or in connection with, the Product. The Product is made available in Mexico by Acciones y Valores
Banamex, SA De C. v., Casa de Bolsa, Integrante del Grupo Financiero Banamex ('Accival') which is awholly owned subsidiary of Ciligroup Inc. and is
regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. Juarez, 06600 Mexico, D.F. In New Zealand the Product is made available to
'wholesale clients' only as defined by s5C(1) of the Financial Advisers Act 2008 ('FAA) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003114
832 and AFSL No. 240992), an overseas financial adviser as defined by the FAA, participant of the ASX Group and regulated by the Australian Securities &
Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product is made available in Pakistan by Citibank N.A. Pakistan
branch, which is regulated by the State Bank of Pakistan and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O, Box
4889, Karachi-74200. The Product is made available in the Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc"
which is regulated by the Philippines Securities and Exchange Commission, 20th Floor Citibank Square Bldg, The Product is made available in the
Philippines through Citibank NA Philippines branch, Cilibank Tower, 8741 Paseo De Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by
The Bangko Sentral ng Pilipinas. The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc.,
which is regulated by Komisja Nadzoru Finansowego. Dom Maklerski Banku Handlowego SA uLSenatorska 16, 00-923 Warszawa. The Product is made
available in the Russian Federation through ZAO Cifibank, which is licensed to carry out banking activities in the Russian Federation in accordance with the
general banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with the license issued by the Federal
Service for Financial Markets. Neither the Product nor any infonmation contained in the Product shall be considered as advertising the securities mentioned
in this report within the territory of the Russian Federation or outside the Russian Federation. The Product does not constitute an appraisal within the
meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation, 8-10
Gasheka Street, 125047 Moscow. The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Ltd, ('CGMSPL'), a capital
markets services license holder, and regulated by Monetary Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square
Tower 1, Singapore 018960, in respect of any matters arising from, or in connection with, the analysis of this document. This report is intended for recipients
who are accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289). The Product is made available by The
Citigroup Private Bank in Singapore through Citibank, NA, Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of
Singapore. Please contact your Private Banker in Citibank NA, Singapore Branch IT you have any queries on or any matters arising from or in connection
with this document. This report is intended for recipients who are accredited, expert and institutional investors as defined under the Securities and Futures
Act (Cap. 289). This report is distributed in Singapore by Citibank Singapore Ltd ('CSL') to selected Citigold/Citigold Private Clients, CSL provides no
independent research or analysis of the substance or in preparation of this report. Please contact your CitigoldllCitigold Private Client Relationship Manager
in CSL if you have any queries on or any matters arising from or in connection with this report, This report is intended for recipients who are accredited
investors as defined under the Securities and Futures Act (Cap. 289). Citigroup Global Markets (Pty) Ltd is incorporated in the Republic of South Africa
(company registration number 20001025866f07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Ply)
Ltd, is regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial Services Board, The investments and services
contained herein are not available to private customers in South Africa. The Product is made available in Spain by Citigroup Global Markets Limited, which
is authorised and regulated by Financial Services Authority. 29 Jose Ortega YGassef, 4th Floor, Madrid, 28006, Spain. The Product is made available in
the Republic of China through Citigroup Global Markets Taiwan Securities Company Ltd. ('CGMTS'), 14 and 15F, No.1, Songzhi Road, Taipei 110, Taiwan
and/or through Cilibank Securities (Taiwan) Company Limited ('CSTL'), 14 and 15F, No.1, Songzhi Road, Taipei 110, Taiwan, subject to the respective
license scope of each entity and the applicable laws and regulations in the Republic of China. CGMTS and CSTL are both regulated by the Securities and
Futures Bureau of the Financial Supervisory Commission of Taiwan, the Republic of China, No portion of the Product may be reproduced or quoted in the
Republic of China by the press or any third parties [without the written authorization of CGMTS and CSTL]. If the Product covers securities which are not
allowed to be offered or traded in the Republic of China, neither the Product nor any infonmation contained in the Product shall be considered as advertising
the securities or making recommendation of the securities in the Republic of China, The Product is for informational purposes only and is not intended as an
offer or solicitation for the purchase or sale of asecurity or financial products. Any decision to purchase securities or financial products mentioned in the
Product must take into account existing public infonmation on such security or the financial products or any registered prospectus. The Product is made
available in Thailand through Citicorp Securities (Thailand) Ltd" which is regulated by the Securities and Exchange Commission of Thailand. 18/F, 22/F and
29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand. The Product is made available in Turkey through Citibank AS which is regulated
by Capital Markets Board. Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent Istanbul, Turkey, In the U.A.E, these materials (the
'Materials') are communicated by Citigroup Global Markets Limited, DIFC branch ("CGML'), an entity registered in the Dubai International Financial Center
("DIFC') and licensed and regulated by the Dubai Financial Services Authority ('DFSA') to Professional Clients and Market Counterparties only and should
not be relied upon or distributed to Retail Clients. Adistribution of the different CIRA ratings distribution, in percentage tenms for Investments in each sector
covered is made available on request. Financial products andfor services to which the Materials relate will only be made available to Professional Clients
and Market Counterparties. The Product is made available in United Kingdom by Citigroup Global Markets Limited, which is authorised and regulated by
Financial Services Authority, This material may relate to investments or services of a person outside of the UK or to other matters which are not regulated by
the FSA and further details as to where this may be the case are available upon request in respect of this material. Citigroup Centre, Canada Square,
Canary Wharf, London, E14 5LB, The Product is made available in United States by Citigroup Global Markets Inc. which is a member of FINRA and
registered with the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013. Unless specified to the contrary, within EU
Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority.
Pursuant to Comissao de Valores Mobiliarios Rule 483, Citi is required to disclose whether a Citi related company or business has acommercial relationship
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a
commercial relationship with the subject company.
Many European regulators require that a firm must establish, implement and make available apolicy for managing confiicts of interest arising as a result of
publication or distribution of investment research. The policy applicable to CIRA's Products can be found at
https://www.citiveiocity.com/cvr/eppublic/citi_research_disciosures.
Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific
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transactions or recommendations.
The Product may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers. The Product is not to
be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price andfor value and investors may get
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject
to change. If in doubt, investors should seek advice from a tax adviser. The Product does not purport to identify the nature of the specific market or other
risks associated with a particular transaction. Advice in the Product is general and should not be construed as personal advice given it has been prepared
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice,
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product
With the exception of our product that is made available only to Qualified Institutional Buyers (018s), CIRA concurrently disseminates its research via
proprietary and non-proprietary electronic distribution platforms. Periodically, individual CIRA analysts may also opt to circulate research posted on such
platforms to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated via the
aforementioned distribution channels. CIRA simultaneously distributes product that is limited to QlBs only through email distribution.
The level and types of services provided by CIRA analysts to clients may vary depending on various factors such as the c1ienfs individual preferences as to
the frequency and manner of receiving communications from analysts, the client's risk profile and investment focus and perspective (e.g. market-wide, sector
specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints.
CIRA product may source data from dataCentral. dataCentral is a CIRA proprietary database, which includes Citi estimates, data from company reports and
feeds from Reuters and Datastream.

©2012 Citigroup Global Markets Inc. Citi Investment Research &Analysis is a division of Citigroup Global Markets Inc. Citi and cm with Arc Design are
trademarks and service marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use,
duplication, redistribution or disclosure of this report (the "Product"), including, but not limited to, redistribution of the Product by electronic mail, posting of
the Product on awebsite or page, and/or providing to athird party a link to the Product, is prohibited by law and will result in prosecution. The information
contained in the Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this
report, MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this
information and any other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices.
This information is provided on an 'as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party
involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness,
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of
its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan
Stanley Capitallntemational and the MSCI indexes are services marks of MSCI and its affiliates. The Firm accepts no liability whatsoever for the actions of
third parties. The Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the Product refers to website
material of the Firm, the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website malerial of the Firm, the
Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or
hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the
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Midstream, Pipelines &Gas Utilities
Valuations Up on Interest Rates; NGLs to Remain Turbulent

• Interest Rates & Valuation - We are raising our target multiples for the regulated
companies within our universe to 16.0X from 14.5X based on our analysis of
interest rates, and BBB corporate bond yields, Giti's views on long-term interest
rates and credit spreads. We are also adjusting our assumptions for risk premiums
and risk-free rates in our models.

• Commodity Prices - While oil prices (Brent) appear to be range-bound and US
natural gas prices have bounced off the bottom, NGL prices have taken a steep
dive. We believe a recovery in prices is 6-12 months away. In this report we
discuss: 1) ethane supply 8. demand fundamentals; 2) the Conway pricing paradox;
and 3) US propane exports. Our general conclusion is that pricing will be a
headwind for midstream companies (G-corps and MLPs) but the rapid development
of infrastructure for natural gas, NGLs and oil production will eventually overpower
this softness as we move into 2013.

• Recommendations - Energen (EGN) & Markwest (MWE) remain our Top Picks
within the integrated gas & midstream sectors. On EGN, consensus appears high
for the quarter and we are Buyers, especially on any weakness. Other key
recommendations within the group are Williams Companies (WMB), Williams
Partners (WPZ), Cheniere (LNG) and Centerpoint (GNP). We downgrade
Southwest Gas (SWX) on valuation. Separately, Our MLP team recently published
a deep dive on Kinder Morgan (KMI) upgrading the stock to Buy from Neutral (A
Kinder View).

Current Year Next Year
Rating Target Price Earnings Estimates Earnings Estimates

Ticker Old New Old New Old New Old New
ATO 2 2 US$35.00 US$39.00 US$2.34 US$2.19 US$2.57 US$2.41
SIP 2 2 US$34.00 US$34.00 US$1.21 US$1.14 US$1.14 US$1.14
CNP 1 1 US$2200 US$2100 US$1.20 US$1.20 US$1.24 US$1.24
EGN 1 1 US$65.00 US$63.00 US$3.56 US$3.29 US$4.99 US$4.28
ENS.TO 2 2 C$41.50 C$44.00 C$i.74 C$1.74 C$2.02 C$2.02
EQT 2 2 US$52.00 US$56.00 US$1.55 US$1.66 US$2.14 US$2.13
GAS 2 2 US$41.00 US$43.00 US$2.83 US$2.74 US$3.04 US$2.92
LNG 1H 1H US$23.00 US$23.00 US$-O.73 US$-O.73 US$-O.52 US$-O.52
MDU 2 2 US$2100 US$23.00 US$1.10 US$1.05 US$1.45 US$1.23
NFG 1 1 US$57.00 US$55.50 US$2.42 US$239 US$2.92 US$2.71
NI 2 2 US$24.00 US$26.00 US$1.38 US$1.41 US$1.51 US$1.56
OKE 2 2 US$45.00 US$46.00 US$1.75 US$1.73 US$2.17 US$2.19
SE 2 2 US$32.00 US$2900 US$1.85 US$1.50 US$1.98 US$1.53
STR 1 1 US$20.50 US$20.S0 US$1.21 US$1.18 US$1.28 US$1.22
SWX 1 2 US$47.00 US$50.00 US$2.98 US$3.03 US$3.0S US$3.04
TRP.TO 2 2 C$42 00 C$4200 C$2.39 C$2.21 C$2.64 C$2.61
UGI 1 1 US$31.00 US$34.00 US$1.9S US$1.85 US$2.50 US$2.44
WC 2 2 US$29.00 US$31.00 US$1.84 US$1.78 US$1.88 US$1.78
WMB 1 1 US$36.00 US$36.00 US$1.49 US$1.22 US$1.70 US$1.36
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Cifi Research is a division of CiUgroup Global Markets Inc. (the 'Firm'), which does and seeks to do business with companies covered in its research reports. As a
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asitlgle factor in making their investment decision.
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Earnings Estimates &Call Details
Below we show a snapshot of our earnings estimates versus consensus as well as
relevant conference call data.

Figure 1, CQ2'12, FY 2012 & FY 2013 Estimates vs. Consensus

Ca nad Ian Dollarssept Yea rEndFlrstGai

Ticl<~r CO~,.ny
CQ2 '12 CQ2 '12

Delta
FY 2012 FY 21112

Delta
FY 2013 FY 2013

Delta
CIRJI Est Consensus· ClRJI Est CoJl$ertsu5"" elRA Est Consensus·

GAS AG L Resources $0,28 $0.26 $0.02 $2.74 $2.67 $0.07 $2.92 $2,99 ($008)
ATa Atm os Energy·* $0.14 $0.16 ($0.02) $2.19 .$2.29 ($0.10) $2.41 $2.48 ($0.07)
eNP Centetpo;,t Energy $0.24 $0.25 ($0.01) $1.20 $1.15 $0.05 $1.24 $1,24 $0.00
ENB Enlllidge $0.38 $0.38 $0.00 $1.74 $1.66 $0.08 $2.02 $1.89 $0.12
EGN Energen $0.56 $0.64 ($0.08) $3,'9 $3.58 ($0.29) $4.28 $4.55 ($0.27)
EaT EaT CorpOfB~on $0.28 $0.30 ($0.02) $1.66 $1.62 $0.05 $2.13 $2.40 ($0.27)
MDll MDU Resources $0.18 $0.19 ($0.01) $1.05 51.14 ($0.08) $1.23 $136 ($0.13)
NFG National Fuel Gas $0045 $0.46 ($0.01) $1.39 $.2.38 $0.00 $2.71 $2.56 $0,16

NI NlSoutt:::e $0.20 $0.19 $0.01 $1.41 51,45 ($0.04) $1.56 $1.53 $0.03
eKE Oneok $0,35 $0.34 $0.01 $1.73 $1.75 ($0.01) $2.19 $.2.04 $0,16
SWX south\Wst Gas 50.0B $0.09 ($0.01) $3,03 $.2.75 $0.28 $3.04 $2,87 $018
sE Spedia (;nergy $0.39 $0.37 $0.02 $1.50 $1.69 ($0.18) $1.53 $1.88 ($0.36)

STR auestar $0.23 $0.2:3 $0.00 $1.18 $1.19 ($0.00) $1.22 $1,27 ($0.05)
TEG Jnlegrys Energy $0045 $0,41 $0.04 $3.28 $3,43 ($0.15) $3.58 $3.84 ($O.08}
TRP TransCanadaU

" $0.47 $O,4R ($0.02) $2.21 $2.27 ($0.06) $2.61 $2,50 $0,11
UGI UGI Corp~ SOJJ5 $0.01 $0.04 $1,85 S1.86 ($0.00) $2.44 $.2.52 ($0.08)
we Ve c!ren Corporation $0.23 $0.22 $0.01 $1.78 $1,85 ($0.07) $1.78 $1.95 ($0.17)
WMB \lVillams $0.26 $0.21 $0.05 $1,22 $1.31 ($0.09) $1.36 $1.54 ($0.18).. ...

Souree. CIU Research, Factse~ First Call

Ticker
CDnfet'"ence Call1nfn

CoIf1l.ny D.", Tim: •Number Conference ID
GAS .. ffu:L esol/TC'fS 811 9:00AM 866-83 "62lil 906 '000

ATa Almo, Energy 81ll 10:00AM 877-48&-3107 n'a
CNP Center-poi'lt Energy 8/2 11:30AM 800-653-1761 91855008
LNG Chooiern Energy NIA NIA NlA NIA
ENB Enbridge 811 9:00AM TBD TED
EGN Energen 7126 10:30AM a85-821-5457 NIA
EaT EQT Resources 4/26 10:30AM 412-l15B-4600 10006583
TEG Integrys Energy alll 9:00AM TBD TBD
MDU MDU ResoLIrres 812 11:00AM 800-603-1779 NIA
NFG N8tlon8.1 FLlcl Gas 613 11:00 AM 865-578-5788 62532693

NI NiSource 8/2 9:00AM 888-285-8010 55876046
eKE Orumk 811 11:00AM 800-467-8800 1491631
STR Questar 7/26 9:30AM 855-ll59-,O56 431B0249
SWX Southwest Gas NIA NIA NlA NIA
SE Spectra Energy- BI2 9:00 AM 8811-252-3715 97597672

TRP TransC anada 7/27 11:00AM 5"!>-265-1793 NIA
UBI UBI Corp 8f1 4:00 PM 855-B59-2056 361'19525
we Vectmn 812 3:00 PM 866-821-5457 NIA
WMB WiRlams 8/2 9:30AM 888-430-8690 NIA..

Figure 2. Valuation & Recommendation Summary

Ticker Cor71lsriy Rating Current Price Target Price Upside to T.,get Net Asset Value DDM IDCF Muttiple EBlmA

GAS AGL Resources Neutral $39.B5 $43.00 8% $46.56 $42,91 $40,05
ATO Abnos Energy Neutral $35.77 $39.00 9% $40.20 $39fl4 $37,77
BIP Brookfield Infrnstrueture Partner:! Neutral $32.9B $34.00 3% NIA $34.00 NlA

CNP CenterpoaH Energy Buy $20.55 $2:3.00 12% $22.97 $21.10 $22.38
LNG Cheniere Energy Buy $12.88 $23.00 79% $24,47 $20.32 $23.07
ENB Enbridll" Inc Neutral $41.36 $44.00 6% $38.00 $50.00 $41.00
ENG Energeh Buy $46.16 $63.00 36% $60.15 $61.55 $64.53
EaT EaT Corporntloll Neutra! $55.38 $56.00 1% $69.51 $65.43 $49.98
NFG National Fuel Gas Buy $48.59 $55.50 14% $68.68 $58.22 $47.93
NI Nisource Neub1i! $25.11 $26.00 4% $25.74 $25,58 $26.77

oKE onelj; Neutral $43.36 $46.00 6% $42,96 $53.96 $43.82
STR QueslorGorp Buy $20,48 $20.50 0% $21.31 $20.84 $20.71
SE Spectra Energy Neutral $29.65 $29.00 -2% $34.52 $31.53 $29.01

SWX SoUlOO.estGas Buy $44.45 $50.00 12% $56.43 $45.10 $52.71
TEG Inlegrys Energy Neutral $59.17 $SE.OO 0% $64.51 $64.25 $56.31
TRP Tran:SCan2da Neutral $44.00 $42.00 -5% $41,74 $50.31 $35,43
UGI UGleorp Neulral $30.18 $34.00 13% $37,77 $35.45 $30.78
we Vectren Corporation Neulrnl $.29.73 $31.00 4% $33.66 $27.54 $35.37
WMB Wiliams B $30.97 $36.00 16% $31,82 $32.37 $32.73

Source: Citi Research. NB LNG rated High Risk. Other stocks: (MWE.N; US$5245; 1); (KMI.N; US$34,87; 1); (WPZ.N; US$53.67; 1)
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The NGL Conundrum
One of the resounding themes ahead of Q2 eamings has been the recent weakness
ofNGL prices, which are down 30% y/y (down 20% sequentially), averaging
-$0.98/gal (composite barrel) in 02'12 versus 1.40/gal in 02'11.

Across our coverage universe, midstream stocks with exposure to NGL's are Oneok
(OKE), Williams (lNMB), Spectra (SE) & Enbridge (ENB). Secondarily, names with
E&P exposure and associated NGL production will be impacted. These include
Energen (EGN), EQT Resources (EQT) & MDU Resources (MDU). We have
adjusted all ofour operating models to account for company-specific NGL barrel
make-up as well as geographic differentials.

We expect the earnings calls to center around the following issues:

• NGL supply & demand dynamics, specifically the: 1) influx of overall NGL
production as a result of continued liquids directed drilling; 2) Historically high

petrochemical cracker outages during the quarter; and 3) Ethane being displaced

by propane as primary feedstock for petrochemical crackers.

• The significant pricing weakness of lighter end products (mainly Ethane) at
Conway; and

• The current state of the US propane market, focusing on: 1) surging inventories;
2) currently maxed out export capacity; and 3) weak international LPG prices.

We offer additional color on each of these topics in the body of this report.

Q2 Scarred by Ethane Supply & Demand Dislocations

Based on our analysis, a perfect storm of 1) increasing supply due to continued

liquids directed drilling coupled with 2) declining petrochemical demand due to

cracker outages & feedstock substitution (crackers switching to propane vs. ethane)

led to a stark decline in ethane prices both YIY (-60%) and YTD (-56%).

Below we show a snapshot of both ethane & propane prices (Mont Belvieu) over the

past year. We discuss the Conway market in more detail in the next section.

Figure 3. Ethane (c1gal); Belvieu Figure 4. Propane (c/gal); Belvieu
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Nat Gas production continues to grow as

focus on "wet" gas intensifies.•.

...where we estimate producers receive

an average $1.95/Mcf uplift from drilling

in liquids rich areas ...

.•.though we continue to hover around

the thresholds of ethane rejection, with

Belvieu Ethane -$0.30 - $0.40/gal...
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From a supply perspective, based on data from the EIA, ethane from field
production increased -17% in Q1'12 when compared to Q1'11. While we do not
have complete data from the EIA yet for actual Ethane production in Q2'12, read­
through from the E&P world seems to indicate supply growth is continuing. North
American natural gas production was up -4% over the year ago period despite
resounding commentary from most E&P companies that they were cutting back
investment in dry natural gas plays. The reason for the increase, of course, is the
vast amount of capital that is being funneled into liquids rich natural gas
development & also an increase in liquids rich associated gas as a function of oil­
directed drilling. Simply put, while dry natural gas output is dropping, liquids
production is increasing across the board, led by the Eagle Ford, Bakken, wet
Marcellus & Midcontinent.

In a recent note, our E&P Team calculated that the average uplift (at our official
commodity price forecasts) for a liquids rich play is -$1.75/Mcf (assuming
-43% Ethane, 29% Propane; 16% Butanes & 11 % Nat Gasoline). We believe that
this is enough of an incentive for producers to continue to (pare back drilling in dry
areas and) invest capital into the liqUids rich plays, which should result in continued
NGL supply growth going forward.

We believe that producers went into ethane rejection mode as ethane prices slid
below $0. 35/gal (Belvieu) during 02. The model below shows our "ethane rejection"
calculation (courtesy of our MLP team). Based on 7/2012012 closing prices of NGL
products & natural gas, producers are currently still very close to ethane rejection.
We calculate a $O.04/Mcf uplift from extracting ethane versus leaving it in the gas
stream for producers with exposure to Belvieu pricing.

Figure 5. NGL Economics - To reject Ethane or to not reject Ethane... that is the question...

Heal
Quoled Equivalent Price VohJme Estimate Implied Value (%

Commodity Price Unll MmblulBbl ($IMcI] (% of NGL Bbl) of NGL$!BbIJ

Natural Gas $3.00 $1Me! 1,000 $3.09

Ethane $0.42 $/Gal 3.082 $5.72 42.6Q/o 19.1%
Propane $0.94 $IGal 3.836 $10.29 28.3% 28.4%
N-Butane $1.33 $/Gal 4.326 $12.91 7.3% 10.4%
I-Butane $1.59 $/Gal 3.974 $16.80 9.0% 15.3%

Natural Gasoline $1.97 $/Gal 4.620 $17.91 12.7% 26.8%

NGLBarre) $0.94 $IGal 101).0°11, 1UO.O%

Gallons I Bbl 42
Crude Oil $91.25 $IBbi
NGL-)o--Crude 43.1%

RockiElS Transport $0.14

Fracti onation $0.05

We use Roc;kh:.!S as they are the marginal providerof ethane 10 Gulf Coast matkets.

Ethane T&F $0.19
Ethane net-back

Sou fee: Citi Reseafch

$/G.I 3.082 $2.59
$3.13 Elhane $fMcffess T&F $lMer

$0.04 Will rele<:! at belOW $Q.OO

Ethane prices hit -$0.03/gal at Conway

during the quarter

The situation is more dire for those producers that do not have exposure to the
Belvieu market (proximity to Gulf Coast petrochemical complex) and are instead
forced to sell into the Conway market, which has limited demand.

We estimate that Ethane prices at Conway bottomed at close to $0.03/gal during
Q2'12 and are currently hovering around the same level. Below we show both
ethane & propane prices for 02 at Conway.
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Figure 6. Ethane (clgal); Conway Figure 7. Propane (e/gal); Conway
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Out of our coverage universe, Spectra

Energy (SE) is most exposed to the

Conway market...

While propane has started to come off the recent lows, ethane prices continue to
lag on what we perceive to be: 1) lack of local demand coupled with surging
supplies; and 2) fully utilized pipeline capacity to get stranded ethane to market,
primarily the Gulf Coast.

In the context of our coverage universe, Spectra Energy (SE) carries the most
exposure to Conway, with 45-50% of volumes priced at Conway. Oneok (OKE)
does not publicly disclose its volume split between Conway & Belvieu. While OKE
operates fractionators at Conway, they are able to transport ethane (and other
products) via pipeline to demand centers in the Gulf Coast by optimizing it available
pipeline capacity from Conway to Belvieu (OKE reports this under its NGL Liquids
optimization revenues). OKE tends to benefit from the spread between the Conway

- Belvieu pricing. We estimate that the generic Ethane - Propane mix spread
averaged $0.21/gal during Q2'12 versus $0.25/gal in Q1 '12 and $0. 19/9al in Q2'11.

Figure 8. Ethane - Propane Mix (clgal); Conway - Belvieu spread

$0,70

$0.60

$0,50

$0,40

$0.30

$0.20

$0,10

...while all of WMB's volumes are priced

at Belvieu...

Williams (WMB) has no exposure to the Conway market, meaning all of the
products are priced at Belvieu.
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Natural Gasoline is the sole bright spot at

Conway, trading at parity with Belvieu

due to Canadian Oil Sands demand

Figure 9. Ethane Supply &Demand Projections
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As a Conway-specific side note, some of the heavier products (mainly Natural
Gasoline) have actually held up relatively well and are trading at close to parity with
Belvieu. The primary reason for this is continued demand from the Canadian oil
sands, which utilize natural gasoline as a blending stock for heavy oil I bitumen.
Natural gasoline generally leaves Conway via rail.

Looking at the broader North American ethane market, despite the current
weakness in prices, we expect ethane supply in North America to increase -17%
per annum through 2015, from an average 962Kbbls/d in 2012 (estimated) to
1,524Kbbls/d in 2015 (see chart below). This estimate is consistent with forecasts
from our MLP counterparts.

Figure 10. Cracker Outages (Historical Range vs. Actual & Expected).

1,800 .,-----------------------,

1,600 --------------

1,400
'0

:i!..
~ 1,200

"'0o.
~ 1,000

t-
o

600

"00

12%

S%

6%

3%

0% -1--,-----,.----,------r--,---,-----.----,------,--,----I

Jan Feb Mar Apr May Jun Jul Aug Sep Ocl Nov Dec

~ Shane Dt!rmnd -mume- SUpply

Source: Citi Rese8rch, Citi MLP Team

IZ.]'OS-'ll Range

Source: cm Research, CMAI

-20m

At current prices, crackers have been

shifting to propane vs. ethane given the

value of co-products..•

Shifting to the demand side of the equation, wile Q2 was marked by a historically
high percentage of cracker outages (-10% of US ethane cracking capacity was
down vs. the 5.5% 5-year average; see chart above), curtailing demand for ethane
feedstock, the other (and perhaps more important) piece of the pUZZle that needs to
be taken into consideration is cracker units switching their feedstock diet to propane
from ethane. Below we show our feedstock advantage calculation.
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Figure 11. Cracker Economics

" ~ ." ,
Raw Material Price - cents I nallon (Q3 Est) 42.00 96.00

Ethvlene Cash Cosls - cents Der Dound

Raw Malerial Cost 17.64 64.00

Co-product Credit (8.53) (50.71)

Variable Oneratinn Cost 3.25 3.83

Incremental Cash Cost 12.36 7.12

Fixed Cost 2.71 3.16

Production Cash Cost 15.07 10.28

Contract Ethylene Price - cents! Ib

IEthylene Margin-cents lib

61.94

46.88

61.94

51.67

Ethane Margin Advantage (Disadvantage) vs. Propane (cents lib): (4.79)

Co-Product Volume, oer Ib of ethvlene
Co-Product
Propylene
Butadiene
Benzene
Others

Co-Product Prices Icllbl
Co-Product
Propylene
Butadiene
Benzene

Co-Product Credit Icllbl
Propylene
Butadiene
Benzene
Olhers
Total

Source: Gm Research, Gili MLP Tearn

Ethane
0.04
0.03
0,01

Latest Price (cItb)
73.33
163.33
50.69

2.64
4.08
0.56
1.25
8.53

Propane
0040
0.07
0.06

Latest Price (cItbl
73.33
163.33
50.69

29.33
11.76
2.99
6.63
50.71

Based on our Q3'12 forecast of Ethane & Propane prices of $0.47/gal & $0.96/gal
as well as taking into account co-product credits, we estimate that propane will have
-5 cent per gallon feedstock advantage over ethane in Q3. At these pricing
dynamics, petrochemical producers are more incentivized to start cracking
propane over ethane, which could continue to keep a lid on ethane demand. We
discuss the propane market in a bit more detail in the following section.

Propane Prices Collapse

Similar to the collapse in ethane, propane prices fell victim to a "perfect storm" of
events, though the drivers were of a different nature. First and foremost, the much
milder than usual winter pared heating demand for propane in the Northeast region
(which relies heavily on propane), causing inventories to swell y/y (see chart below).
We estimate that inventories exited the heating season -85% above levels
seen in 2011.
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Figure 12. YN Change in Propane Inventories
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US Propane Inventories are almost

bursting at the seams...

This building of inventories due to lack of demand was exacerbated by propane
production that increased -18% in Q1 '12 versus Q1 '11, which we tie to continued
E&P investment into liquids rich areas (similar to ethane story). We expect this

increase in production to continue unless we see some large-scale paring back of
liquids directed drilling from the E&P companies, which we are not.

Our MLP counterparts believe that propane inventories could surpass max capacity
(-75mmbbls) over the next several months unless a significant portion of the
propane surplus can be worked off.

...but additional export capacity could

help whittle down the surplus...

Since Propane is primarily a seasonal fuel (Le. winter heating & some summer
demand for grilling etc), supply & demand imbalances can, in theory, be balanced
via import & export of the product. That said, according to estimates from our MLP
Team, current US export capacity of -150- 160Kbbls/d is almost completely maxed
out and expansions will likely not come on-line until Q4'12 (EPD; -115Kbbls/d) and
Q3'13 (Targa; -115Kbbls/d).

Figure 13. Propane Exports (kbblsld); 12MMA Figure 14. Propane Inventory Levels (assuming NO Additional Demand)
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based propane and export prices

incentivizes propane exports...

CASE NO. 2013-D0148
ATTACHMENT 1

TO OAG DR NO. 1·183

Citi Research

We believe that US companies will continue to export propane if the relative spread
between US-based propane prices and export prices (mostly South America &
Europe) render it economic. Below we show the relative propane price of the
Rotterdam (Netherlands) contract versus propane pricing at Belvieu, as well as the
relative spread. Even though propane prices have slumped at Belvieu, the spread
continues to remain at historical highs (-$0.70/gal). Based on standard economic
theory, we estimate that when this spread covers shipping & freight costs
(estimated at around $0.20-$0.30/gal inc!. terminal charges), US companies will
continue to export. According to trade data, for example, -1 OOK metric tons of
propane imports (-35Kbbls/d) arrived in Northwest Europe during the month of
May, mostly from the US Gulf Coast.

Figure 15. Rotterdam Propane Contract V5. Belvieu (c/gal) & Historical Spread
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Directionally, however, there could be some headwinds on the horizon. More
recently, Saudi Aramco cut its July LPG contract prices to $575/ton, or an implied
-$1.26/gal versus $815Jtone, or -$1.79/gal in the same period a year ago. This
drop in prices is mostly tied to a glut in the Asian market. Based on current Belvieu
pricing, this implies a spread of -$0.32/gal, i.e. very close to the economic
breakeven threshold; however, we note that Asia is generally not the primary export
market for the US. That said, we look at the Aramco price as a general proxy for
global LPG pricing trends given the scale of the Aramco operation. We estimate that
global LPG prices would have to decline, on average, below -$550/ton, or an
implied -$1.20/gal, to disincentive US exporters as we are forecasting an average
propane price of -$0.95fgal for the remainder of 2012, assuming an average
-$0.25/gal in shipping & terminal costs.

Overall, a substantial decline in the price of crude oil, which could result from
continued macroeconomic concerns with respect to Europe and J or China, could
reduce propane margins as the value of the heavier NGL's will likely decrease. That
said, the overall thesis from our MLP team seems to be that Latin American
demand for propane could re-establish a link for domestic (US) LPG's back to Brent
prices. Please see the report Propane: How Low Can it Go? from our MlP Team
for additional color.
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In addition, there is (some) hope on the horizon to prop up domestic propane prices
& balance the propane market via increased petrochemical demand (see our
feedstock calculation table in previous section). As a reference point, the US
petrochem market consumes -900K - 1mmbbls/d of ethane and -350 - 400Kbbls/d
of propane. We estimate that the petchem industry would only need to shift -50­
60Kbbls/d of feedstock demand to propane (from ethane) in order to balance the
propane market. At current pricing, this seems achievable. Under such a scenario,
we calculate that seasonal inventory levels could peak at 75mmbbls, in-line with
levels reached in 2009 (see chart below).

Figure 16. Projected Propane inventory assuming an incremental 55Kbbls/d of demand

90,000 Estimated Max Propane _
Inventory Level __________

~80,OOO ------------------~-------------------------

:g
g 70,000

'"~ 60,000

i 50,000 T'C--,--"'_-­

£ 40,000

30,000

20,000

--)«- 2007 -2008

l >- l' 0>- W W ., W

~ ~ " "" ""« -'; on i! 0

~:i. '02 0Q 0W ZIf)

----&- 2009 -2010 _2011 -2012E

Source: Cin Research, ElA



Midstream, Pipelines & Gas Utilities
25 July 2012

CASE NO. 2013-00148
ATTACHMENT 1

TO OAG DR NO. 1-183

Citi Research

What's Moving Gas Prices?
During the quarter, gas volatility rose sharply on warmer than normal weather,
which extended from an already warm winter season. This resulted in a partial
reversal in natural gas supplies during the quarter, coupled with a pick-up in
demand by power generators. Thus far, weather in 03 has been tracking above
normal, but if weather were to fall back (below) to normalized levels, gas prices
could gall again, driving volatility even higher.

Figure 17. Realized and Average Trailing Volatility
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Meanwhile, seasonal spreads (Oct/Jan) continued to improve versus levels in 2011,

but have since settled into a range. The warmer than normal summer weather has
helped drive down storage levels away from their highs, as seasonal spreads
moved higher during the quarter on expectations the supply/demand balance for
gas would move closer to an equilibrium later this year.
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Figure 18. Seasonal Spreads Trends
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Taking Pulse - Integrated Natural Gas Sector
During the second quarter, the S&P 500 was down 6.6%, while UTY was up

2.2%and S&P 500 Gas Utility index as up 0.4%. Our proprietary Gas Utilities index
was up 1% in Q2/12, and up 5% YTD.

The Gas Utility index is made of pipeline and gas utilities that trade throughout

North America. Valuations (i.e. Fwd PIE) on the index continued to edge higher

during the quarter to 16.8X from 15.6X at the end of Q1/12. The index traded at a

peak valuation of 17.6X in April/200? During the quarter, BBB Corporate yields

made a 16-year low, falling below 5%. The US 1O-year treasury yields also made
new multi-year lows during the quarter, touching 1.56% in May, and now trades less
than 1.50%.
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Figure 19. Gas Utility Index Valuation vs. BBB Corp Bond Yields
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Our Gas Utility index currently trades at a forward PIE of 16.8X. The index has
traded at an average multiple of 14.5X since the start of the millennium. Clearly,
valuations within our sector are approaching the higher end of their historical range.
However, given the low interest rate environment, concerns over slower
economic growth and inflation pUlling back, we think current valuations may
not be at extremes.

Raising Target MUltiples for Regulated Gas
Utilities

The Gas Utility Index extended its streak of trading at premium valuations versus
the S&P 500. Our Gas Utility index now trades at a relative PIE of 1.36X versus the
S&P 500. Since the year 2000, the Gas index has traded at a premium versus the
market twice, and each period lasting approximately 10 months. Our Gas Index

has traded at a premium to the S&P for 24 months.

We believe the sector continues to benefit from an extended low interest rate
environment. Markets remain constructive towards higher yielding assets with solid
dividend growth potential, coupled with robust pipelines of regulatory capital
spending that should extend into the second half of the decade.
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Figure 20. Relative Valuation - Gas Utilities vs. S&P 500
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Over the past week, language from the US Federal Reserve, coupled with several
other central banks around the globe, is leading investors to believe economic
growth will continue to decelerate for at least the balance of 2012. Monetary policy
in the US will likely remain accommodative until expectations of growth and inflation
reverse.

Citi's Economics team forecasts interest rates to remain relatively dovish for the
next few years. Our Economics team expects 1O-year Treasury yields to average
1.80% in 2012 and 2.25% in 2013. Assuming a slow economic recovery from
current levels, interest rates could remain at historic lows for an extended period of
time.

Historically, BBB Corporate bond yields have shown a respectable correlation with
Gas Utility valuations (r-square -60%). Hence, we use it as a key input when
determining our target multiples for regulated utility valuations.

Since 2000, the spread between BBB Corporate Bonds (10+ years) and the US 10­
year Treasury has averaged -300 bps. Currently, the spread between the two
benchmarks is 320 bps. In discussion with our Fixed Income research team, we
expect the spread between BBB's and 1O-year government bonds to remain within
the 300-350 bps range for at least the balance of this year. Soft economic growth
could keep spreads within this range for an extended period.
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Figure 21. Historical Spread - BBB Corporate Bond Yields vs. US 10 YrTreasuries
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Figure 22. Relative Valuation - Gas Utilities
Based on our outlook for the US 1O-year Treasury, coupled with our expectations on
BBB Corporate bond spreads, over the intermediate term, we are raising our
multiples for regulated utilities to 16X, which is below where our Gas Utility
Index is currently trading. Our outlook for target multiples is conservative
compared to where the market is currently trading, and especially if investors think
yield will continue grind lower. However, a significant uplift in inflation expectations
and/or rapid improvement in global economic growth would pose risk to our
expectations of interest rates, spreads and our valuation mUltiples.
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Company Focus

• Company Update
• Target Price Change
• Estimate Change

Faisel Khan, CFA
+1-212-816-2825
faisel.khan@citi.com

AGL Resources Inc (GAS)
Earnings Above Street; Trading Could See Slight Improvement

• Q2 Earnings - Our estimate for the quarter is $0.28 per share, above consensus
of $0.26. Our FY 2012 and 2013 earning estimates are slightly higher than
consensus in 2012 ($2.74 vs. $2.67) and below in 2013 ($2.92 vs. $2.99),
reflecting results from a wanmer than nonmal winter in Q1/12.

• Sequent - We expect the unit to report an operating loss of $10 mm in the
quarter, which would be a slight improvement in results over the same period last
year. We think the pick-up in gas volatility and improved seasonal gas spreads
during the quarter could mitigate losses in the Wholesale division this quarter.
The seasonal spread (Oct/Jan) averaged $0.74 in Q2, a 64% increase over the
same period last year, while realized volatility more than doubled over the same
period. Trading represents -2-4% of EBIT.

Neutral
Price (24 Ju112)
Target price

from US$41.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: GAS.N, SS; GAS US)

2
US$39.85
US$43.00

7.9%
4.6%

12.5%
US$4,675M

• Rating & Target - We maintain our Neutral rating but revise our target multiples
for the sector. We are raising our target price to $43 from $41.

EPS Q1 Q2 Q3 Q4 FY FCCons

2011A 1.59A 022A O.03A O.88A 2.74A 2.92A

2012E 1.18A O.28A O.1-4E 1.14E 2.74E 2.67E

Previous 1A6E O.16E D.07E U5E 2.83E na

2013E 1.17E O.33E O.25E 1.17E 2.92E 2.99E

Previous 1A8E O.21E O.13E 1.22E 3.04E na

2D14E 1.20E O.32E O.24E 1.20E 2.97E 3.08E

Previous 1.52E O.20E O.12E 1.26E 3.09E na

Source: Company Reports and dataCentral, Ci~ Research. FC Cons: Fimt Call Consensus.
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Company Focus Atmos Energy Corp (ATO)
Earnings Slightly Below; Awaiting Further Rate Case Results

• Q3 Earnings - Our EPS estimate for Q3/12 is $0.14 per share, marginally below
consensus of$0.16.

• Company Update
• Target Price Change
• Estimate Change

Falsel Khan, CFA
+1-212-816-2825

faiseLkh an@citi.com

Neutral
Price (24 Ju112)
Target price

from US$35.00
Expected share price retum
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: AlO.N, BB: ATO US)

2
US$35,77
US$39.00

9.0%
3,8%

12.8%
US$3,220M

• Capital Spending & Rate Base Growth - We have updated our estimates for
2012-2016 to reflect the announcement of higher rate base growth (-8.25% from
6.25%) and incremental regulated transmission and distribution spending across
ATO's footprint ($100-$200/year). Rate base is expected to go from $4BN to -$6
BN by 2016, and will be primarily funded using internally generated cash along
with debt and possibly some equity towards the middle of the decade. The uplift
in spending at the Texas LDC's is related to Rule 8.209 and Steel Service Line
replacement programs. Capital spending associated with the rule will ramp up
from -$100mm in 2012 to $200 mm by 2016, implying a 27% CAGR in regulated
capex spending from 2011 to 2016. We estimate operating income growth could
average between 6-8% through the middle of the decade.

• Rate Cases - We expect management to provide an update on the progress of
rates cases currently in the queue and on what the pipeline for additional
regUlated projects looks like going into next year. The largest of the rate cases
filed this year is in the Mid-Tex segment (Docket #: GUD-10171, Request: $55
mm Revenue increase, Rate Base $1.5 BN, 11.05% ROE, 51.7% Equity layer). A
decision is expected in Q1/13.

• Rating & Target - We maintain our Neutral rating, but raise our target price to
$39 from $35 on our revised target multiples for the sector. Guidance remains
unchanged at $2.30-$240. ATO has narrowed its valuation discount versus the
LDC peer group during the second quarter (+12.6%, during Q2/12), generating
the second highest retum amongst the names in our universe. ATO currently
trades at a forward PIE of 14.9X, versus the peer group of 16.7X. We think
ATO's recent performance is a result of their defensive qualities (i.e. low beta),
increasing regulated capex spending and attractive valuation versus its peers. In
ATO's case, nearly 90% of earnings are expected to be generated from its
regulated gas, transmission and storage business, located primarily in the
Southeast portion of the US.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A D.76A 1.65A O.08A -O.21A 2.28A 2.34A

2012E O.72A 1.33A O.14E O.OOE 2.19E 2.29E

Previous DnA 1.41E O.17E O.05E 2.34E na

2013E O.84E 1.40E O,15E O.02E 2.41E 2.48E

Previous O.88E 1.42E O.19E O.09E 2.57E na

2014E O.S5E 1.41E O.15E O.01E 2.42E 2.58E

Previous a.89E 1.46E O.20E O.10E 2.65E na

Source: Company Reports and dalaCentral, cm Resean;h. FC Cons: First Call Consensus.
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Company Focus Brookfield Infrastructure Partners (BIP)
Expect Update on North American Growth Strategy; Neutral

• Company Update
• Estimate Change

Timm Schneider
+1-212·816·2808

timm.schneider@citi.com

Neutral
Price (24 Ju112)
Target price
Expeeted share price retu rn
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: SIP.N, SS: SIP US)

2
US$32.96
US$34.00

3.2%
5.0%

8.2%
US$4,363M

• Q2 Earnings - We estimate that BI P will generate FFO (Funds from
Operations) of -$112mm in the quarter versus $108mm in 01'12 and $102mm in
02'11. We expect the LP distribution to remain steady at $0.38 per unit.

• Utilities - We estimate FFO of $65mm, flat sequentially and slightly below the
$66mm reported in 02'11. Our FY'12 FFO estimate is $262mm, which we expect
to grow to $285mm in 2013 on the heels of growth projects at the company's
North & South American electric transmission assets as well as growth capital at
its European distribution.

• Transport & Energy - We expect FFO of $57mm in 02'12, down from $62mm
sequentially. For FY'12, our estimate is FFO of $224mm. We estimate that FFO
will grow to $283mm in 2013 as a result of expansion projects of the company's
Australian railroad project (guidance is -$150mm of incremental EBITDA over 2
years)

• Timber - We estimate 02 FFO of $6mm, up slightly from the $5mm reported in
01'12 and below the $13mm reported in 02'12. Our FY'12 estimate remains at
$32mm, which we have growing to -$40mm by 2015, That said, the TImber
business carries a lot of operating leverage and a rebound in North American
demand (as well as Southeast Asia for export) could prove our estimates as
conservative. We would also expect some commentary on the recent 1.9mm
acre Hancock deal (see note from our Paper & Forest Analyst Anthony Pettinari:
TImberland Update: Market Showing Signs of Life with BiggestAcguisition in Six
Years) and what this deal might imply (management's perceived value) for
Brookfield's North American timber assets.

• Topics of Discussion - We expect the company to give us an update on the
previously outlined North American growth strategy, specifically focusing on
potential natural gas midstream asset acquisitions (mostly gas storage &
transportation) as well as a business update on NGPL In addition, we expect
some commentary with respect to the current European economic situation and
the effects on BIP's business segments and an update on progress on DUdegeon
Point. We would also expect the company to discuss the effects of the relatively
strong(er) US dollar witnessed during the quarter on operating results.

• Target Price - We maintain our $34 target price based on a 2013 estimated
distribution of $1.66 per unit and a 4.93% implied target yield.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A O.29A O.17A O.38A O.30A 1.13A i.15A

2012E O.OBA O.34E O.36E O.36E 1.14E 1.14E

Previous O.OBA O,42E 0.36E O.36E 1.21 E na

2013E O.13E O.36E O.33E O.32E 1.14E 1.34E

Previous O.13E 0.36E 033E O.32E 1.14E na

2014E na na na na 1.42E 1.49E

Previous na na na na 1.42E na

Source: Company Reports and da!aCentral, cm Research, FC Cons: Fir.;t Call Consensus.
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CenterPoint Energy Inc (CNP)
Below Consensus; Looking for Update on Midstream Strategy

• Q2 Earnings - Our EPS estimate for the quarter is $0.24 per share, below
consensus of $0.25. We will look for additional color from management on the
call regarding the recent transactions within the Field Services segment and
potential announcement for an MLP.

• Rating & Target ~ We are raising our target price to $23 from $22 on our revised
valuation multiples. Our rating remains Buy. See our most recent note for
additional color.

Buy
Price (24 Ju112)
Target price

from US$22.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: CNP.N, BB: CNP US)

1
US$20,55
US$23,OO

11.9%
3,9%

15.9%
US$8,781M

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A O.34A O.27A O.93A O.27A i.82A 127A

2012E O.34A O.24E O.34E O.28E 1.20E 1.1SE

Previous O.34A O.24E O.34E O.28E 1.20E na

2013E O.3SE O.26E O.3SE O.28E 1.24E 1.24E

Previous O.35E O.26E O.35E O.28E 1.24E na

2014E O.36E O.26E O.37E O.29E 1.28E 1.30E

Previous O.36E O.26E O,37E O.29E 1.28E na

Source: Company Rep<Jrts and dataCentral, Citi Research. FC Cons: First Call Consensus.
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Faisel Khan, CFA
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Cheniere Energy Inc (LNG)
Story Continues to De-risk; Construction Expected to Begin Soon

• Update - See our recent note for details on debt financing, regulatory concerns
and valuation.

• Rating & Target - We reiterate our Buy rating and $23 target price.

Buy/High Risk
Price (24 JU112)
Target price
Expected share price return
Expected dividend yield
Expected total return
Market Cap

Price Performance
(RIC: LNG.A, BB: LNG US)

1H
US$12.88
US$23.00

78.6%
0.0%

78.6%
US$2,761M

EPS Q1 Q2 Q3 Q4 FY FCCons

2011A -O.60A -O.67A -O.67A -o.66A -2.60A -2.57A

2012E -O.43A -O.19E -O.11E -O.13E -O.13E -1.17E

Previous -o.43A -o.19E -O.11E -O.13E -OnE na

2013E -O.13E -O.13E ·O.13E ·O.13E ·O.52E ·2.35E

Previous -O.13E -O.13E -O.13E -o.13E -O.52E na

2014E -O.15E -O.17E -O.19E -O.22E -O.13E ·1.30E

Previous -O.15E -O.17E -O.19E -o.22E -O.13E na

Source: Co mpany Reports and dalaCenlral, cm ResearLh. FC Cons: First Call Consensus.
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• Company Update
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Timm Schneider
+1-212-816"2808
timm.schneider@citi.com

Enbridge Inc. (ENS.TO)
Maintain Neutral Rating on Valuation; Target C$44

• Q2 Earnings- We estimate that Enbridge will earn $0.38p/s in 02'12 in-line with
the Street at $0.38. Our 2012 estimate is $1.74pfs, above consensus of $1.66p/s.
ENB is guiding to $1.58-$1.74, which implies a 12% EPS growth rate.

• Rating & Target- We maintain our Neutral rating as we do not necessarily view
shares of ENB as cheap at current levels (-9% Estimated Total Return). We are
increasing our target price to $44 from $41.50 as a result of our lower cost of
capital assumption (positive impact on DCF valuation & back-end loaded growth).

• Conference Call - We expect the call to focus on updates of ongoing and
potential growth projects as well as the company's recently announced Eastern
Expansions (see our note for additional color: Growth Story In-tact: Just Don't
Expect a Bargain).

Neutral
Price (24 Ju112)
Target price

from C$41.50
Expected share price return
Expected dividend yieid
Expected total return

Market Cap

Price Performance
(RIC: ENB.TO, BB: ENS CN)

2
C$41.36
C$44.00

6.4%
2.7%

9.1%
C$32,878M

US$32,162M

• Liquids Pipelines - We expect NI of $166mm, up from $158mm in 01'12. Our
FY'12 estimate is -$676mm. Our total Mainline volume assumption of
2.3mmbbls/d is slightly above the -2.2mmbbls/d reported in 2011.

• Gas Pipelines, Processing & Energy Services - We expect NI of $36mm, flat
sequentially. Our FY'12 NI estimate is -$154mm versus $163mm in 2011. We
estimate that ENB has -$2.5bn of expansion projects at this business segment,
which will help boost the longer-term earnings growth rate.

• Earnings Growth &Valuation - We estimate that ENS will grow earnings
-15% per annum through 2015, slightly above company gUidance of -10%.
However, despite attractive EPS growth, we do not necessarily view that shares
are priced attractively at current levels. ENS trades at 19.5x '13E EPS & 12.4x
EBITDA, which represents a -27% premium to the group. Historically, ENB has
traded at a -15% premium to peers. As a check, we discounted our Street high

2015 estimates (to account for back-end loaded growth) back to 2013 - ENB still
screens at a -14% premium to the group. In short, our enthusiasm over the
company's exposure to the North American energy infrastructure "revolution" &
EPS growth of -10-15% per year through 2015 is somewhat tampered by what
we believe is a full valuation.

EPS Q1 Q2 Q3 Q4 FY Fe Cons

2011A Q,44A 0.24A Q.34A 0.34A 1,36A 1.48A

2012E O.49A O.38E O.39E O.48E 1.74E 1.66E

Previous Q,49A O.38E 0.39E 0.48E 174E na

2013E O.SSE O.4SE O.46E O.S6E 2.02E 1.89E

Previous Q,SSE O.4SE 0.46E 0.56E 2.02E na

2014E O.61E O.S9E O.S9E O.66E 2.44E 2.1SE

Previous Q,61E 0.S9E O.S9E 0.66E 2.44E na

Source: Company Reports and dalaCentral, em Research, Fe Cons: First Call Consensus.
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Timm Schneider
+1-212-816-2808
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Energen Corp (EGN)
Maintain Buy; Street Seems Too High for Q2; Buy

• Q2 Results - Our estimate for the quarter is $0.56 per share versus the Street at
$0.64 (though the number has been trending down). We have marked our model
to market for 02 actual commodity prices. We estimate a crude oil realization of
-$84/bbl (90% wrl), Natural Gas of $2.29/Mcf (NYMEX) and an average NGL
realization of $0.78/gal, or -35% NGL-wrl. In our opinion, Street estimates are
too optimistic at this time for EGN. That said, we would use any weakness on a
perceived earnings miss (on the heels of inflated consensus numbers) as an
enhanced buying opportunity.

• Guidance - EGN is guiding to $3. 15-3.55p/s in earnings for 2012 versus our
$3.29 estimate and the Street at $3.58 EGN assumes $95 oil, $3 gas & $1.06
gal for NGL's. EGN's production forecast is 24.5mmboe, which is in-line with our
estimate.

Buy
Price (24 Ju112)
Target price

from US$65.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

1
US$46.16
US$63.00

36,5%
1.2%

37.7%
US$3,329M

• E&P - We estimate 01 EBITDA of $172.5mm, flat sequentially as higher
production is offset by lower realized commodity prices. Our estimate is based on
an average realized gas price of $2.39/Mcf, average realized oil of $84/bbl &
NGL of $0.90/gal. We estimate that daily production will grow to 66Kboe/d, up
from 63Kboe/d in 01, mostly driven by a 15% sequential increase in the
Permian. Our current capex estimate for 2012 is -$1 bn.

• Distribution - We estimate 20 EBITDA of $13mm vs. $11rnm in 02'11. Our
2012 EBITDA estimate is $132mm versus $126mm in 2011. EGN's utility
business has a weather normalization mechanism in place and, as such, is not
really exposed to fluctuations in heating degree days.

Price Performance
(RIC: EGN.N, BB: EGN US) • Rating & Target - We maintain our Buy rating. EGN remains our favorite name.

Our target price IS now $63 from $65 as a result of updated commodity prices.
We believe investors currently receive $5-10p/s of "free" exploration upside
(Wolfcamp + Reeves County). EGN currently trades at an implied 2013E EBITDA
multiple of -3.8x (backing outAlagasco at 8x), or a 30-40% discount, on average,
to the Permian peer group. We do not think this discount is warranted, nor that it
will persist over the longer term.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A DOA O.8lA 0.75A 098A 3.91A 3.91A

2012E 1.33A O.56E D.54E D.86E 3.29E 3.58E

Previous 1.33A O.59E 0.63E 1.0iE 3.56E na

2013E l.53E O.85E D.80E 1.09E 4.28E 4.55E

Previous 1.64E 1.03E 0.99E i.33E 4,99E na

2014E na na na na 4.95E 5.49E

Previous na na na na 5.15E na

Sou,"e: Company Reports and dataCenlral, cm Research. FC Cons: Firs! Call Consensus.
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Company Focus EQT Corporation (EQT)
Maintain Neutral Rating; Target $56

• Company Update
• Target Price Change
• Estimate Change

Timm Schneider
+1-212-816-2808
timm.schneider@citi.com

Neutral
Price (24 Ju112)
Target price

from US$52.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

2
US$55,38
US$56,OO

1.1%
1,6%

2.7%
US$8,283M

• Q2 Earnings - Our estimate for the quarter is $0.28 per share, below consensus
of $0.30. Our FY 2012 EPS is $1.66 vs. the Street at $1.62. We assume $90 oil
(Wfl), $2.65 gas & $0.89 gal for NGL's (EQT specific barrel).

• Talking Points - We expect the conference call to focus on operational updates
in the Marcellus and the company's "wet" acreage position in West Virginia
(-35% of EQT's acreage is classified as wet). In addition, we would expect
management to proVide commentary with respect to the recently launched
Equitable Midstream Partners (EQM) IPO.

• E&P - We estimate Q2 EBITDA of $123mm versus $151mm in Q1. Our estimate
is based on an average realized wellhead price (net to EQT) of $4_03JMcf, which
includes a liquids uplift of $O.60/Mcf. We estimate that equity sales will grow to
640mmcfeJd versus 594mmcfJed in Q1. We expect average Marcellus production
of -358mmcf/d versus 300mmcf/d last quarter.

• Midstream - We estimate 2Q EBITDA of $78mm vs. $71 mm in Q1'12. We are
modeling a 5% sequential growth in gathering volumes (all EQT generated), with
flat third party volume growth. Our gathering fee estimate remains flat
sequentially at -$0.97/Mcfe.

• Distribution - We estimate EBITDA for Q2 will be $14mm versus $15mm a year
ago. That said, Q2 is generally a non-event for the Utility given shoulder season.

Price Performance
(RIC: EQT.N, BB: EQT US)

• Rating & Target - We maintain our Neutral rating. Our target price is now $56,
up from $52 previously as a result of a higher target multiple on the company's
Midstream business (we now estimate 10x 2013E EBITDA versus 8x previously)
as well as a lower cost of capital assumption (in line with our overall Citi
Research strategist estimates).

EPS Q1 Q2 Q3 Q4 FY Fe Cons

2011A O,65A 0.51A OA5A 0.60A 2.21A 221A

2012E O.50A O.28E O.31E O.58E 1.66E 1.62E

Previous O.45E 0.23E 0.28E O.59E 1.55E na

2013E O.64E O.ME O.41E O.64E 2.13E 2.40E

PreviDus O.62E O.4GE OA1E 0,65E 2.14E na

2014E O.76E O.fiOE O.58E 0.83E 2.nE 3.29E

Previous O.70E O.56E O.53E 0.78E 2.57E na

Source: Cllmpany Reports and dalaCenlta!, cm Research, FC Cons: First Call Consensus.
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Timm Schneider
+1-212-816-2808
timm.Schneider@citi.com

MDU Resources Group Inc (MDU)
Maintain Neutral; E&P Opportunities Already Priced In

• Q2 Earnings - Our estimate for the quarter is $0,18 per share, below consensus
of $0,19, We lower our estimates for the E&P business to account for lower
commodity prices, Our FY 2012 EPS is $1.05 vs. the street at $1.14 and our
previous estimate of $1.10, We assume $88 oil (WTI) & $2.42 gas for the
remainder of the year,

• Guidance - MDU assumes $2.25-$2.75 gas and $95-$105 oil in its $1,00-$1,25
guidance range, Given the fact that crude oil prices have come down over the
past few months, MDU could lower the bottom end of its gUidance range, all else
being equal. Better than expected results out of E&P (production) and or
improved contribution from the construction segments could negate a guidance

cut.

Neutral
Price (24 Ju112)
Target price

from US$21,OO
Expected share price return
Expected dividend yield
Expected total return

Market Cap

2
US$22,11
US$23.00

4,0%
2,9%

6.9%
US$4,175M

• Rating & Target - We maintain our Neutral rating. Our target price is now $23
from $21 previously as a decline in our commodity price assumptions is more
than offset by the expected contribution from the Midstream JV with Whiting
(announced during 02) and contribution from the diesel topping plant (2013+).

• E&P - We estimate 20 EBITDA of $63mm versus $58mm in 01, We estimate
total daily production of 178mmcfe, with -11 ,3Kbbls of oil. For 2012, our total
production is 64Bcfe, down 4% yfy. Our gas production estimate of 39Bcfe is
down 16% while our oil production estimate of 4.2mmbbls is up 21 % y/y at the
low end of company gUidance of a 20-30% increase.

Price Performance
(RIC: MDU,N, BB: MDU US)

• Construction Materials - We estimate EBITDA of $32mm for 2Q'12, flat yfy.
Our 2012 EBITDA estimate is $132mm, also flat over 2011 levels, While we
remain cautious on this segment over the near-term, we acknowledge the
operating leverage embedded in the case of an economic recovery.

• Conference Call - We expect MDU's call to focus on drilling results, primarily in
the Bakken (Stark County; potentially Richland County) as well as progress
updates in the Paradox & Niobrara. In addition, we would expect some additional
color on the Midstream acquisition during the quarter (JV with Whiting) and
timing of the topping plant construction.

EPS Q1 Q2 Q3 Q4 FY Fe Cons

2011A O.20A O,24A O,34A 0.39A 1.17A 1.19A

2012E O,19A O.18E O.35E O,34E 1.05E 1,14E

Previous O.19E O.17E O.35E O.38E 1.10E na

2013E O.28E O.2DE O.37E O,37E 1.23E 1.36E

Previous O.29E 0.26E O,44E OA6E 1.45E na

2014E O,36E D.29E OABE O.48E 1,61E i.44E

Previous O.24E 0.21E O,39E OADE 1.23E na

Source: Company Reports and dataCentral. Clti Research, FC Cons: First Call Consensus.
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Timm Schneider
+1-212-816-2808

bmm.schneider@citi.com

National Fuel Gas Co (NFG)
Maintain Buy; Liquids Upside Remains Free Option

• FQ3 Earnings - Our estimate for the quarter is $0.45 per share, below
consensus of $0.46. Our FY'12 estimate is now $2.39 (versus the Street at
$2.38) as a result of: 1) lower commodity prices; and 2) lower production
estimates. NFG's official gUidance range for 2012 is $2.30-$2.45.

• Guidance - We expect NFG to issue preliminary FY 2013 guidance on the call.
Our current estimate is $2.71 pIs versus consensus of $2.56. Our 2013 numbers
assume yfy production growth of -21 % (96Bcfe versus company guidance of 100
-115Bcfe) based on two rigs running in the EDA (Eastem Development Area) with
an additional rig delineating (no production impact near-term) the Utica &
Marcellus wet gas areas. Our 2013 forecast for natural gas is 3.85$mmbtu and
$92/bbl for oil.

Buy
Price (24 Ju112)
Target price

from US$57.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

1
US$48.69
US$55.50

14.0%
2,7%

16.7%
US$4,052M

• E&P - We estimate EBIT of $48mm during the quarter, up from $45mm last
quarter. Our estimate is based on an average gas price of $2.29/Mcf and
average oil of -$109fbbl (West Coast). We estimate daily production of
-22ommcf/d versus 205mmcfld in the prior quarter. We expect average
Marcellus production of -149mmcf/d versus 126mmcf/d last quarter. We do not
expect any results out of the Utica liquids test well in the Henderson area, and
we do not give NFG any credit for potential liquids uplift in any of their Western
acreage (-100K+ potential for liquids) pending actual well results (we do not
expect the Marcellus results until later this year).

Price Performance
(RIC: NFG.N, SS: NFG US)

• Next Catalyst(s) - In our opinion, the NFG story will attract more attention
during the latter part of 2012 as the company releases well results from the
ongoing "wet" Marcellus program. We do not expect any well results out of the
wet Marcellus on the upcoming earnings call. Based on our valuation, we believe
that the potential liquids upside is a "free option" in NFG's current share price. In
addition, our production estimates are conservative for next year.

• Rating & Target - We maintain our Buy rating. Our target price is now $55.50
as a result of lower commodity prices and lower production estimates.

EPS Q1 Q2 Q3 Q4 FY FCCons

2011A O.70A 10GA 056A O.45A 2.71A 2.71A

2012E O.73A O.81A O.45E M1E 2.39E 2.38E

Previous O.73A O,B4E O,44E 0.41E 2.42E na

2013E O.81E O.95E O.49E M6E 2.71E 2.56E

Previous 0.83E 1.01E O,53E O.56E 2.92E na

2014E O.76E O.95E O.53E O.46E 2.69E 2.76E

Previous 0.90E O,99E O,52E O.46E 2.B7E na

Source: Company Reports and dalaCenlrel, cm Research, FC Con s: First Call Consensus.
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Falsel Khan, CFA
+1-212-816-2825
faisel.khan@citi.com

NiSource Inc (NI)
Earnings Ahead of Street; GTS Spending Begins Rolling Out

• Q2 Earnings - Our estimate for the quarter is $0.20 per share, slightly ahead of
consensus of $0.19. In addition, we have adjusted our FY 201212013/2014
estimates to $1.41/$1.56/$1.71 from $1.38/$1.51/$1.62 on recent projects
announced at GTS (Big Pine Gathering, West Side Expansion, Hilcorp JV).

• Growth Pipeline - We expect management to provide further details regarding
the recent JV announcement on the call. Management is also working towards a
potential agreement with regulators on their proposed 10-year, $4 BN pipeline
modernization program. A settlement could be announced as early as 2H 2012.
If no agreement is reached by the end of this year, NiSource will proceed with the
standard regulatory process to recover capital spending. Such a process would
likely start late in 2013 if the company were to go down that route.

Neutral
Price (24 Jul12)
Target price

from US$24.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: NI.N, SS: NI US)

2
US$25.11
US$26.00

3.5%
3.8%

7.4%
US$7,134M

• Rating & Target - Our rating is unchanged at Neutral, but we are raising our
target price to $26 from $24 as a result of our revised earnings estimates and
revised valuation assumptions. We maintain a constructive outlook toward NI
earnings growth potential and significant capital spending pipeline, but await
clarity from management and regulators regarding the size of spending,
incremental revenue growth and time line of projects. See our most recent note
for details surrounding the Utica Jv.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A O.72A D.14A D.12A D.31A 1.29A USA

2012E O.66A O.2DE O.i5E O.4iE 1,4iE 1.45E

Previous D.61A O.18E D.16E D.44E USE na

2013E O.71E O.22E O.i8E O.46E 1.56E 1.53E

Previous D.69E O.19E D.16E O.46E 1.51E na

2014E OnE D.25E O.22E O.52E H1E i.62E

Previous O.71E O.22E O.21E D.48E 1.62E na

SOU/Le: Company Reports and dataCenlral, cm ResearLh. FC Cons: Firsl Call Consensus.
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Oneok Inc (OKE)
Maintain Neutral; Target $46; Growth Projects Priced In

• Q2 Earnings - Our estimate for the quarter is $0.35 per share (split-adjusted),
slightly above consensus of $0.33. We have lowered our estimates for the G&P
business to account for lower NGL prices. Our FY 2012 EPS is $1.73, in-line with
the Street. We assume $88 oil, $2.42 gas and an average NGL price of $0.93 for
the remainder of 2012.

Faisel Khan, CFA
...1-212-816-2825

faisel.khan@citi.com

Timm Schneider
4212-816-2808
timm.schneider@cili.com

Neutral
Price (24 Ju112)
Target price

from US$45.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

2
US$43.36
US$46.00

6.1%
3.1%

9.2%
US$9,013M

• Rating & Target - We maintain our Neutral rating as we believe the company's
growth projects and associated dividend growth are priced into the stock at
current trading levels. Our target price is now $46, up from $45 previously, as a
lower overall cost of capital and higher contribution from the distribution segment
offset lower commodity assumptions.

• OKS - We estimate that OKS will generate EBITof$199mm in 02'12 versus
$202mm in 02'11. We estimate that NGL prices decline -21% over the same
period to $1/gal, on average, vs. $1.27 in 02'11. This decline is somewhat offset
by growth projects that OKE has brought on over the past 12 months. At the NGL
liqUids segment, we estimate an average Conway - Belvieu spread of
-$0.21/gal for optimization purposes.

• Distribution - We estimate that the Distribution segment will generate -$20mm
of EBIT in 02'12, down slightly from the $21mm generated in 02'11 as a result of
lower retail marketing margins. Our FY'12 estimate is $200mm

• Energy Marketing - We estimate the Energy Marketing segment will generate
a slight operating loss in 02'12 ($-0.2mm). Our 2012 estimate is an operating
loss of -$40mm. OKE continues to scale down the size and scope of this
business given deteriorating optimization economics amidst a flattening natural
gas curve.

Price Performance
(RIC: OKE.N, BB: OKE US)

• Cash Flow - We estimate cash distributions to OKE from OKS will almost
double to $800mm in 2015 from $418mm in 2012 (GP + LP) as a result of
announced growth projects (most recently -$2 billion of growth projects in the
Bakken and -$350mm of growth in the Woodford shale). We estimate OKE
(OKS.N; US$56.68; 1)(OKE.N; US$43.36; 2) will build these projects at -6x
EBITDA (Midpoint of 5-7x EB1TDA range). We continue to model dividend growth
of -23% per annum at OKE through 2015.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A 1.19A 0.51A O.57A 1.08A 3.36A 1.67A

2012E O.5BA O.35E O.34E O.46E 1.73E 1.7SE

Previous O.65E O.33E O.33E O.44E 1.75E na

2013E O.71E O.42E OA7E D.SBE 2,19E 2,04E

Previous O.75E O.41E O.45E O.56E 2.17E na

2014E O.B7E O.5SE D.57E D.67E 2.6BE 2.42E

Previous a.88E O.52E O.53E O.63E 2.56E na

Source: Company Reports and dalaCeniral, em Research. FC Cons: First Call Consensus.
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Timm Schneider
+1-212-816-28Q8

tmm.schneider@cit.com

Questar Corp (STR)
Maintain Buy; Natural Gas Vehicle Theme Emerging

• Q2 Earnings - We estimate STR will earn $023p/s in 02'12 versus $0.22p/s a
year ago. Our 2012 estimate is $1.18p/s (down from $1.21 previously as a result
of higher interest expense & slightly lower pipeline contribution) versus
consensus of $1.19 and company guidance of $1.15-$1.19. We do not expect
any changes to this guidance at this time.

• Talking Points - We expect STR to give an update on the progress of Wexpro
II as well as an update on the recently formed Ouestar Fueling Company. In our
opinion, Wexpro II is no longer the primary catalyst for STR as investors are
starting to zero-in on the long-term opportunity set for Ouestar Fueling Company.

Buy
Price (24 Ju112)
Target price
Expected share price retum
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: STR.N, BB: STR US)

1
US$20.48
US$20.50

0.1%
3.2%

3.3%
US$3,649M

• Wexpro - We expect 02'12 EBIT of $35mm and an investment base of
$496mm. We assume an after-tax rate of return of -20%. For 2012, our capex
estimate remains at $120mm with an average after-tax rate of return of -20°10­
We estimate EBIT of $135mm in 2012. We currently do not include any impact
for Wexpro II in our estimates, nor do we think that a Wexpro JI agreement will
have any immediate impact on EPS (but rather extend the life of the reserve
base).

• Questar Gas - We expect 02'12 EBIT of $8mm versus $6mm a year ago.
STR's utility, for the most part, is not affected by weather due to weather
normalization and 02 is also a shoulder season quarter (generally non-event).
Our 2012 EBIT estimate is $105mm, which we expect to grow -7% annually
through 2015 as a result of rate base growth (feeder line replacement program).
STR has a cost tracker in place at the Utility, which helps reduce regulatory lag.

• Questar Pipeline - We estimate 02'12 EBIT of $32mm, flat y/y. Our 2012
estimate is $138mm versus $127mm in 2011. Skull Creek, ML40, ML104 & Fidlar
are adding to the y/y uptick in our estimate. At the recent analyst meeting in NYC,
STR discussed adding smaller midstream projects (generally under $10mm in
scope but attractive returns). We do not think that STR will make any large-scale
pipeline acquisitions in the near-term given the company's preferred asset targets
do not seem to be up for sale on an individual basis.

EPS Q1 Q2 Q3 Q4 FY Fe Cons

2011A Q.39A Q22A O.20A Q.34A 1.16A 1.16A

2012E O.41A O.23E O.19E O.35E 1.18E 1.19E

Previous O.44E Q,22E O.18E Q,36E 1.21E na

2013E o.44E O.23E O.18E O.37E 1.22E 1.27E

Previous O,48E Q,24E O.19E Q,38E 1.28E na

2014E DA7E O.24E O.19E O.39E 1.29E 1.37E

Previous O.51E Q,25E O.2QE Q,41E USE na

Source: Company Reports and dalaCenlral, Citi Research, FC Cons: First Call Consensus.
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Faisel Khan, CFA
...1-212-816-2825

fais a!. kh an@citi.com

Southwest Gas Corp (SWX)
Earnings Below Street; Downgrade to Neutral; Raising Target to
$50

• Q2 Earnings - Our estimate for the quarter is $0.08 per share, slightly below
consensus of $0.09. Look for an update on the call regarding the pipeline of
projects within their construction division. The stock was up 3% during the
second quarter. No significant rate cases are on the near-term horizon.

• Rating & Target - We remain constructive on Swx.'s longer-term prospects and
raise our target price to $50 from $47 on our revised valuation multiples for
regulated utilities. However, we lower our rating to Neutral from Buy as the ETR
does not meet our required threshold for a Buy rating.

Neutral
from Buy

Price (24 Ju112)
Target price

from US$47.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
{RIC: Swx.N, BB: SWX US}

2

US$45.09
US$50.00

10.9%
2.6%

13.5%
US$2,079M

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A 1.48A O.09A -034A U9A 2.42A 2.43A

2012E UOA O.OBE O.10E USE 3.03E 2.75E

Previous 1.67E O.07E O.10E USE 2.98E na

2013E na na na na 3.04E 2.B7E

Previous na na na na 3.05E na

2014E na na na na 3.04E 2.B9E

Previous na na na na 3.05E na

Source: Company Reports and dataCentral, Citi Research. FC Cons: Firsl Call Consensus.
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Faisel Khan, CFA
+1-212-816-2825
faisel.khan@cili,com

Neutral
Price (24 Ju112)

Target price
from US$32, 00

Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: SE.N, BB: SE US)

2
US$29.65
US$29.00

-2.2%
3,7%

1.5%
US$19,354M

• Q2 Earnings - Our estimate on the quarter is $0.39 per share in-line with
consensus. However, we are lowering our FY 2012 and 2013 numbers to
$1.50/$1.53 from $1.85/$1.98 on our revised commodity deck.

• DCP Midstream - NGL prices (Mt. Belvieu) suffered a decline in prices of -30%
during the second quarter. Keepwhole margins have also been cut nearly in half
over the same period. We don't anticipate a material bounce in prices or a
material piCk-Up in demand until the later part of 03 as Petchem demand is
anticipated to pick up.

• Prospects for LNG - Despite being left out of the proposed LNG pipeline project
to the West Coast of Canada by Shell (NYSE: RDS), SE management remains
optimistic that they will be able to leverage their BC pipeline network and
successfully compete in a bid to develop additional pipelines in the region. There
are potentially three proposed LNG projects that are gaining traction, and we
believe SE is well positioned with local parties in the region and E&P companies
to negotiate terms to deploy -$3 BN towards an LNG pipeline project.

• Rating & Target - Our rating is Neutral, but we are lowering our target price to
$29, down from $32, based on 2014E earnings, which we think represent a
normalized point of the cycle for the company's earnings to return to it long-term
profile.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A O.53A O.42A O.37A O,45A l.77A l.77A

2012E O.52A O.39E O.20E O.39E 1.50E i.69E

Previous O.53E O.S1E O.30E O.SiE 1.85E na

2013E O.52E O.38E O.19E O.43E i.53E i.89E

Previous O.57E O.S4E O.31E 056E 1.98E na

2014E O.6iE O.48E O.29E O.49E 1.87E 2.01E

Previous O.57E O.S5E O.33E 053E t98E na

Source: Co mpany Reports and dalaCenlral, CiD Research. FC Cons: First Call Consensus,
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The Williams Companies Inc (WMB)
Maintain Buy &$36 Target Price; Secular Midstream Growth Story

• Q2 Earnings - We estimate that WMB will earn -$0.26p/s in 02'12, above the
pre-announced range of -$O,21p/s and consensus of $0.31 pIs, We have
adjusted our number to reflect lower NGL pricing dynamics during the quarter.

• Rating & Target - Our target price remains $36 as lower near-term commodity
prices (mostly on the NGL & Oletins side) are offset by the longer-term shift to a
more fee-based (and less volatile) business model as well as the associated
volume growth from the Caiman acquisition.

• Canadian Midstream & Oletins - We calculate 02'12 EBIT of $64mm vs,
$103mm in 01'12. We estimate ethylene margins at Geismar averaged -$O,20/Ib
(spot), slightly below CMAI figures of -$O.27/lb. Our 2012 EBIT estimate is
-$313mm. We estimate a 30'12 start-up for the Boreal liquids pipeline and
estimate that the Geismar expansion will be online in Q3'13.

Buy
Price (24 Ju112)
Target price
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: WMB,N, BB: WMB US)

1
US$30.97
US$36.00

16,2%
3.9%

20.1%
US$19,376M

• WPZ - We estimate WPZ will generate -$417mm of EBIT in 02'12. At
Midstream, our estimate is $31 Omm, up marginally from $308mm in 01 '11 as
lower commodity prices are partially offset by higher fee-based volumes. Our
2012 EBIT estimate is $1.2bn, above company gUidance of $1-$1.1 bn. At the
Gas Pipeline, our 01 '12 estimate is $145mm vs $155mm in 02'11. Our 2012
estimate is $680mm. Please see the note WPZ: Lower Guidance is No Surprise:
Geismar Incrementally Positive - Buy on Weakness published by our MLP Team
for additional color.

• Guidance - WMB is currently guiding to (midpoint) EPS of $1.15 in 2012, $1.38
in 2013 &$1.95 in 2014 versus our estimates of $1.22, $1.36 &$1.69,
respectively. Our 2014 estimate is at the low-end of the company guidance range
($1.70-$2,20) as we remain conservative with respect to potential volume
increases at the company's midstream segment.

EPS Q1 Q2 Q3 Q4 FY Fe Cons

2Q11A O.36A 0,39A 0,40A 0,36A 1.51A 1.23A

2012E O,39A O,26E O.28E O,29E 1.22E 1.31E

Previous O.37E O,ME O,39E 0,40E 1A9E na

2013E O,31E O,30E O,36E O.39E 1.36E 1.54E

Previous OADE O.39E O.44E O,47E 1.7DE na

2014E O,41E O,40E O.43E O.4SE 1.69E USE

Previous O.42E OA1E OA3E OA5E 1.71E na

Source: Company Reports and dalaCen!ral, Citi Research. FC Cons: Fir.;! Call Consensus,
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TransCanada Corp (TRP.TO)
Below Consensus; Riding Through the Electric Storms

• Q2 Earnings - We expect EPS on the quarter of $0.47, down from $0.52
previously due to outages and delays associated with Bruce Power and warmer
than normal weather curtailing demand for gas on the Mainline.

• Power - Overall capacity factors in Ontario are expected to be lower due to units
being off-line (unit 1), TRP declaring a force majeure on unit 2, and unit 3
gradually returning into service during 03. We expect all three units to be fUlly
operational the final quarter of this year. In addition to the hurdles TRP is facing
in Ontario, Alberta power prices were down more than 20% in 02/12 vs. the
same period last year. The decline was in lockstep with weather gas prices in the
region.

Neutral

Price (24 Ju112)
Target price
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: TRP.TO, 88: TRP CN)

2
C$44.00
C$42,00

--4.5%
3.6%

-0.9%
C$30,992M

US$30,318M

• Pipelines - Investors should look for an update on the status of the regUlatory
permitting process with respect to Keystone XL Gulf Coast project. It's
anticipated the southern leg of the pipeline could be in service by the 2H13 and
transport 700 mbls/d. Mainline's rate case remains under review of the NEB. A
decision is expected late 2012/early 2013. Given the warmer than normal
temperatures persisting through the winter into 02, volumes could fall lower
compared to Q1/12 (-2.7 SefId) and we have taken down our estimates
marginally.

• Rating - We maintain our $42 price target and Neutral rating. Several aspects of
the company's core businesses are facing regUlatory and challenging
fundamentals which could be a drag on the growth rate of earnings going
forward.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A O.62A O.50A O.54A O.53A 2.19A 2.23A

2012E D.48A O.47E O.67E G.S9E 2.21E 2.27E

Previous O.53E O.52E O.73E O.61E 2.39E na

2013E D.61E D.61E D.76E O.63E 2.61E 2.50E

Previous O,62E O.61E O.76E O,64E 2.64E na

2014E O.66E O.69E O.ME O.71E 2.90E 2.75E

Previous O,69E O.71E O.B6E O.74E 3.00E na

Source: Company Reports and dataCentral, Citi Research, FC Cons: First Call Consensus,
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UGI Corp (UGI)
Earnings Above Street; Lower Propane Could Lift 2013 EPS

• Q3 Earnings - Our earnings estimate for the quarter is $0.05 per share, ahead
of consensus of $0.01. Our FY 2012 estimate is $1.85 and $2.44 in 2013.
Consensus is currently $1.86/$2.52 for 2012 and 2013. Our numbers are lower
on warmer than normal weather, and costs related to the merger integration.

• Propane - Prices continued to slide during the quarter, falling -31 % from 01 as
inventory build-Up from a warmer than normal winter and increased NGL drove
prices lower. Nonetheless, 03 and 04 are typically shoulder seasons for propane
demand in the US. Hence, we don't expect UGI to see a material uplift in
earnings for the balance of this year despite the likeliness of improving margins.

Buy
Price (24 Ju112)
Target price

from US$31.00
Expected share price retum
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: UGI.N, BB: UGI US)

1
US$30.18
US$34.00

12.7%
3.6%

16.2%
US$3,391M

• Midstream - In June, the non-binding open season held for Commonwealth
Pipeline concluded, confirming strong interest in the pipeline. The list of off-takers
includes LOCs, electric generators and producers in the region looking to lower
their basis exposure to natural gas being sourced in the southeastern part of the
US. The proposed pipeline is expected to transport an estimated 1.2 Bcfld, to be
in service in' 2016. We don't include the project in our estimates.

• International- Temperatures in France were marginally below average during
most of the quarter. France accounts for -40% of total demand in Europe. We
don't expect a material decrease in propane demand across UGI's European
footprint given their footprint is mostly outside of the distressed regions within the
continent.

• Rating & Target - Our rating remains Buy, but We are raising our target price to
$34 from $31 on our revised target multiples for regulated utilities

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A O.97A 1.12A -O.20A -O.HA 1.93A 2.1OA

2012E O.78A 102M O.05E -O.HE 1.85E 1086E

Previous O.78A 1.19E O.11E -O.12E 1.95E na

2013E na na na na 2.44E 2.52E

Previous na na na na 2.50E na

2014E na na na na 2.44E 2.59E

Previous na na na na 2.50E na

Source: Company Reports and dataCentrai. Citi Research. FC Cons: First Call Consen sus.
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Vectren Corp (WC)
Earnings Ahead of Street; Coal Remains a Concern

• Q2 Earnings - Our earnings estimate for the quarter is $0.23 per share, slightly
ahead of consensus of $0.22. Our full year estimates are slightly lower reflecting
reported results from Q1/12. We think management will provide an update on the
infrastructure segment's pipeline for contracts and comments on outlook for coal
prices going into next year which we expect to limit margin expansion in 2013.

• Rating & Target - We maintain our Neutral rating and raise our target price to
$31 from $29 on our revised valuation multiples.

Neutral

Price (24 Ju112)
Target price

from US$29.00
Expected share price return
Expected dividertd yield
Expected total return

Market Cap

Price Performance
(RIC: WC.N, SS; WC US)

2
US$29.73
US$31.00

4.3%
4.7%

9.0%
US$2,438M

EPS Q1 Q2 Q3 Q4 FY Fe Cons

2011A O.55A O.18A O.43A O.57A 1.73A U3A

2012E O.63A O.23E O.27E O.66E 1.78E 1.85E

Previous O.69E O.16E O.30E O.69E 1.84E na

2013E O,72E O,09E O.27E O.70E 1.78E 1.95E

Previous O.70E O.13E O.30E O.74E 1.88E na

2014E D.72E O,09E O.29E D.72E U3E 2.02E

Previous O.71E O.13E O.31E O_75E 1.90E na

Source: Co mpany Reports and dataCenlral, cm Research. FC Cons: First Call Consensus.
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Midstream C-Corp Comparables

Figure 23. Company Comparables - Equity Statistics

EQJITY STAlISlICS

ROIC

2012E 2013E

FCF DIvidend

2014E Yield Yield

PIE

2012E 2013E

$2.02 $2.44 23.Bx 20.5x 1S.Ex na 2.7% 5.5% 5.4%

$1.34 $1.63 46.3x 26.OX 21.4x na 3.8% 5.9"10 7.0%

$2.19 $2.68 25.0x 19.ill< 16.2x na 3.2% 10.9% 10.6%

$1.63 $1.87 19.8x 19.4x 15.ill< na 3.8% 604% 604%

$3.50 $3.48 1B.2x 12.5X 12.6x na 3.6% 11.7% 14.3%

$2.61 $2.90 19.9x 16.Ex 15.2x 4.8% 4.0% 5.3% 5.6%

$1.36 $1.69 25.4x 22. ill< 1BAx na 3.8% 9.8% 9.3%

2013E 2014E

$1.74

$0.75

$1.73

$1.50

$2.41

$2.21

$1.2220.10/"

9.1%

15.1%

9.2%

1.5%

37.8%

(0.9%)

6.4%

11.8%

6,1%

(2.2%)

33.5%

(4.5%)

16.2%

$44.00

$39.00

$45.00

$29.00
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$36.00

$41.36
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Figure 24. Company Comparables - Stock Performance

STDCK Pl:RFoRMANcE

stock Price S2'Week %of %Chg from Chall~e Shce

Company Ticker~ -!:!!l.!!-~52W~ flg~ 52'1A1k Low LastMo. LasfYr. YID---------
81bridge Inc. 00.10 $41.36 $41.59 $2827 99.4% 46.3% 3.0% 31.4% 8.6%

Knder MJrgah Inc. KM $ 34.87 $40.25 $ 23.55 66.6% 48.1% 10.1% 23.0% 8.4%

O_kln<: OKE $43.36 $44.B1 $ 29.31 00.8% 48.0% 1.6% 14.6% O.QllA

Spectra Energy Cbrp SE $29.65 $32.26 $ 22.81 91.9% 30.0% 6.1% 7.2% (3.6"10)

Targa ResolXres Q)rp. lRGP $43.83 $49.68 $ 26.01 88.2% 68,5% 4.7% 2a.2% 7.7%

Transcanada COl"p lhP.lO $44.00 $44.75 $ 37.00 98.3% 18.9% 3.5% 8.3% (1.2"/0)

The WlliaJ'TE. ~an~s Inc V\M3 $ 30.97 $34.63 $17.69 89.4-% 73.1% 8.9% 22.0% 14.9%

Figure 25. Company Comparables - Capital Structure (Consolidated)
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f1luily Net Unf:ons. Enterprise 2012E EV I EBllDA Multiple Debt I EBITDA EBTOAJ Interest '12ENet Debtl

Company ncker Value 2012EDebt Value IBITDA FY2012 FY2013 FY 2014 FY 2012 FY 2014 FY 2012 FY2014 Capitalization sap---- --------------
Enhr J:t ge Inc. 8'lB.TO $32,878 $23,307 $58,185 $3,359 18.7x 15.6x 13.3x 6.9x 6.6x 3.9x 4.9x 41.5% A-/Stable

Kinder Wiorgan Inc KM $36,159 $9,721 $45,8BO $2,220 20.7x 18.0x 15,8x 4.4x 1.6x 3.1x 12,5x 212% BWI.ble

Oneak Inc OKE $9,013 $2,863 $11,878 $707 16.5x 13.4x 11.5x 3,Bx 4,6x 7,6x 112x 22,6% BBB'Stable

Spectra Energ y Corp SE $19,354 $11,73B $31,092 $2,738 11.4x 11.0x 10.5x 4.3x 3.9x 42x 4,8x 37.8% BBB+/Stable

Targa Resources Corp. TRGP $1,880 ($1) $1,859 $85 21.8x 15.4x 13.4x I'M NM NM NM 0,0% NR
TransGanada Corp TRPTO $30,992 $21,181 $52,173 $4,264 12.2x 11.6x 11.3x 4.Qx 4,5x 5.Dx 4,6x 40,6% A·/Stable

The WliatnS Cohflanes Jnc \'\.MB $19,378 $997 $20,373 $1,596 1::2.8x 11,ox 1O,1x O.6x 0.7x NM NM 4.9% BBB'Stablo

Source: cm Research

Figure 27. Company Comparables -Implied GP Multiple (2012E)

1MPLIEDGP MULTIPLE· 21112 Estimates

A B C D E~Cx D F~A-B-E G H~F/G

Enterprise ValueofLP Non-MLP IIbn·MLP Non·MLP Residual GPIlR'12 GP GP%ofMLP

Company Value U1 its Held at GP Cash Rows Multiple Asset Value Value Cash Flow Mu.iple Cash !ls!.

81btidge Inc. $56,185 $2,376 $3,359 7,5x $25,190 $28,620 $123 NM 162%

Kind er MOl' 9<J1 he $45,880 $6,323 $389 10.OX $3,889 $35,668 $1,512 23,6x 44.4%/18.9%

OJeok Inc $11,676 $1,122 $289 8.5x $2,454 $8,100 $204 39.6x 26,4%

Spectra Energy Corp $31,092 $2,514 $2,467 10.5x $25,899 $2,679 $63 42.4x 12.fY'M20.8%

Targa fe;ources Corp. $1,859 $484 $0 NM $0 $1,375 $60 22.9x 21.0%

Trans Canada Corp $52,173 $754 $4,582 8.5x $38,949 $12,470 $3 NM 2.0"10

The Wil iarrn Companies Inc $20,373 $12,530 $456 4.0x $1,822 $6,021 $378 15,9x 26,6%

Source:

Figure 28. Company Comparables - GP Valuation Metrics

GPVALIJATIONMEfRICS

GP Cash Flows BI-to- Oiv Grwth EV/TCF-to-

Company Ticker LP Ilstributions GPllRs Non-MLP 2012 Total Total Cash Flow Through 2014 LTGR

Ehbridge Inc, Er-RTO $174 $123 $3,359 $3,655 15.4x 15.0% 1.02x

Kinder Morgan he Kf\II $378 $1,512 $389 $2,279 20,1 x 9.2% 2.20 x

One ok Inc oKE $51 $204 $289 $544 21.4x 19.4% 1.11 x

Spectra Ehe rgy Co rp SE $153 $63 $2,457 $2,683 11.6x 0.0"10 r-l>1

T",ga fe;ources Corp. TRGP $33 $60 $0 $93 20.0x 22.3% 0.90 x

TransCanada Corp TRP.TO $53 $3 $4,582 $4,639 11.2 x 0.0% r-l>1

The Wilia'ffi Companies Inc V\M3 $733 $378 $456 $1,566 13.0x 23.9% 0.54x

Source: Citi
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AGL Resources Inc

Company description

AGL Resources (AGL) is a natural gas distribution company serving over 2.3 million
customers in six eastern U.S. states through its regulated gas delivery businesses.
AGL also operates three subsidiaries, Sequent Energy Management, Southstar
Energy Services and Pivotal Energy Development, which provide merchant energy
services, retail energy supply and storage capacity.

Investment strategy

We rate the shares of AGL (GAS) Neutral (2). AGL has created shareholder value
through a focus on operational efficiency at its legacy operations and by capital
discipline through investments in under-managed assets. AGL will be able to grow
earnings through a combination of rate relief and capital growth at its utilities and
construction of storage fields at its Energy Services segment. Earnings at the
wholesale gas business could be volatile as margins are highly dependent on
seasonal price differentials and basis spreads; however, this is now a relatively

small part of earnings.

On December 7, 2010, AGL announced the acquisition of Nicor for $3.1 billion.
While the deal appears expensive, we believe the deal can be accretive through a
combination of balance sheet optimization and synergies at the wholesale business.

Valuation

We apply four valuation methods to derive a $43 target 1) NAV yields a value of
$45. We value regulated assets at a multiple of rate base (1.65x for utilities, 1.65x
for pipelines/storage). We value the Energy Investments unit, which includes
storage assets and a propane facility, at 8x 2013E EBITDA (in line with the
pipeline/storage multiple), given stable cash flows. AGL's wholesale & retail
segments at slightly lower multiples, since they have less stable earnings & cash
flows. The segments are valued at 6.5x and 8x 2013E EBITDA, in line with
midstream & marketing multiples. These values are partially offset by AGL's net
debt. Atlanta Gas Light includes regulatory assets associated with the pipeline
replacement program, which we treat as rate base as the program's costs earns a
return on capital invested. Environmental Recovery Costs are not included in rate
base (no return is associated with program). Our DDM values the company at $42.
We calculate a hypothetical dividend, based on AGL's regulated capital growth,
authorized returns and cost of equity to arrive at our DDM valuation. Our PIE &
EV/EBITDA multiples are based on our proprietary analyses, which utilizes current
ERPs, current betas & projected risk-free yields. For our PIE analysis, we use
multiples of 16x for the company's regulated & retail marketing assets and 1O,Ox for
the wholesale assets. For our EV/EBITDA analysis, we use multiples of 8x for the
company's regulated and retail marketing assets and 6.5x for the wholesale
business. Our PIE & EV/EBITDA analyses (2013E earnings) yield values of $45 and

$40.

Risks

The key risks to our thesis on AGL are: (1) RegUlatory: AGL has a constructive
relationship with its regulators in Georgia, Virginia, Illinois and New Jersey We
believe these states have generally been constructive when it comes to rate setting
for gas utilities. (2) Market and Counterparty Risk: AGL's wholesale segment is
exposed to counterparty risk since it deals with over 270 counterparties and re-
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contracting risk related to its asset management activities and adverse movements
in commodity prices. However, as earnings from the utilities have grown over time,
Wholesale is now only 5% of the business. (3) Customer growth: An unexpected

increase or decrease in population could affect earnings and cash flows (favorably
or unfavorably). (4) Capital Markets: AGL is a relatively small utility in terms of
market cap and trading volumes, impacting AGL's ability to access capital markets
while this type of liquidity may make it difficult for institutional. We believe the recent
announced merger with Nicor will alleviate some of this risk. (5) Integration risk:
AGL has a history of M&A. The integration of the Nicor (GAS) deal could face
challenges given AGL's entrance into a new regional territory and scrutiny from
regulators in arriving at cost cuts to generate value from the deal.

If the impact on the company from any of these factors proves to be less or more
than we anticipate, the stock could materially outperform or underperform our
target.

Atmos Energy Corp

Company description

Atmos Energy is an integrated natural gas company headquartered in Texas. The
company distributes natural gas to over 3 million customers in 12 states, operates
pipeline systems and storage facilities and provides natural gas marketing services
through its subsidiary Almos Energy Marketing.

We estimate ATO will grow utility rate base by over 4% annually over the next five
years. 94% of utility margins are weather normalized. Furthermore, 86% of rates are
adjusted annually (Without the need for rate cases) or are decoupling from demand.
Only Colorado, Illinois and Iowa (~5% of rate base) do not have mechanisms in
place for either decoupling or weather normalization

Investment strategy

We rate Atmos Energy (ATO) Neutral (2). Our Neutral rating on ATO is premised on
the company's limited growth profile and lack of near-term catalysts. Atmos
generates stable earnings from a mostly regulated utility asset base with low/mid
single-digit EPS growth and a stable dividend expected over the next five years.

We expectATO will continue to grow earnings by investing in its regulated asset
base, which we estimate will grow by 4% annually over the next five years. 86% of
rates are adjusted annually without the need to enter costly and risky rate cases.

Valuation

We average multiple valuation methodologies to derive our $39 target. Our NAV
yields a value of $40. We value regulated assets at a multiple of rate base (1.7x for
utilities). We value the pipeline assets at 8x '13E EBITDA and the marketing
business at 5x '13E EBITDA. These values are partially offset by the company's net
debt. Our DDM values the company at $40. We calculate a hypothetical dividend,
based on ATO's regulated capital growth, authorized returns and cost of equity to
arrive at our DDM valuation. Our PIE and EV/EBITDA multiples are based on our
proprietary analyses, which utilizes current ERPs, current betas and projected risk­
free yields. For our PIE analysis, we use multiples of 16X, 16x and 10x for the
company's utility, pipeline/storage and marketing assets. For our EV/EBITDA
analysis, we use multiples of ax, 8x and 6.5x for the company's utility,
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pipeline/storage and marketing assets. Our PIE and EV/EBITDA analyses (2013E
earnings) yield values of $39 and $38.

Risks

The key risks to our investment thesis on AGL are (1) Capital Investment Recovery
-ATO, relying on future rates, spends capital to maintain and expand pipeline and
utility systems. A politicized commission could delay or put at risk this recovery. (2)
Customer Growth - An unexpected increase or decrease in population could affect
earnings SUbstantially, either favorably or unfavorably.(3) Capital Markets -ATO is a
relatively small utility in terms of market cap and trading volumes, impacting ATO's
ability to access capital markets while this type of liquidity may make it difficult for
institutional investors to trade in and out of the stock. (4) ATO operates a gas
marketing business. Our research shows that ATO hedges their physical delivery of
gas using its access to storage and pipeline transportation capacity. If the financial
hedges and local markets become dislocated, ATO could incur a liability.

If the impact on the company from any of the following factors proves to be greater
or less than we anticipate, the company could fail to achieve/exceed our target
price.

Brookfield Infrastructure Partners

Company description

Brookfield Infrastructure Partners, which is dual-listed on both the Toronto & New
York Stock Exchanges under the ticker BIP, is a Bermuda based infrastructure
holding company with operational headquarters in Toronto, Canada. BIP's asset
portfolio encompasses operations around the globe, with its primary business lines
divided into 3 major segments. Utilities (-52% of 2011 EBITDA), Transport & Energy
(-40% of 2011 EBITDA), Timber (-7% of 2011 EBITDA).

Investment strategy

We rate Brookfield Infrastructure Partners (SIP) Neutral. While we do not argue with
BIP's generally risk-averse (long-term contracts) and diversified business model
(across industries & geographic locations), the shares appear fully valued based on
our implied target yield model.

Valuation

Our target price is based on a 2013 estimated distribution of $1.66 per unit and a
4.93% implied target yield. Ourtarget yield is derived from BIP's historical average
spread to the US 10-year Treasury. We estimate an average 10-year yield of 188%
in 2013, an average of the 1-year forward 10-YR yield.

Risks

In our opinion, the primary upside risks to our thesis are: 1) Accretive asset
acquisitions; 2) Organic growth project announcements; and 3) Higher than
expected distribution payout (over the historical 60-70% range). On the downside,
we identify 1) Continued economic weakness, specifically in Europe, could lead to
some re-contracting risk; 2) Project execution around the company's $1 bn growth
project backlog; and 3) Potential changes on the regulatory front with respect to
partnership tax treatment in the US.
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CenterPoint Energy Inc

Company description

CenterPoint Energy Inc (CNP) is an energy delivery company based in Houston,
Texas, serving over 3 million natural gas customers and 2 million electric customers,
CenterPoint also operates two interstate natural gas pipelines and a field services
business. The electric delivery business generates about 40% of the company's
operating income, while the gas utilities, pipelines, and field services businesses
make up the remainder.

Investment strategy

We rate the shares of CNP Buy (1), Our rating takes into account stable cash flows
on CNP's gas and electric utility system, complemented by growth on the pipeline
and gathering system, through re-contracting of pipeline capacity, expansion of
pipeline capacity, regulated growth and gas well connections.

Valuation

We average multiple valuation methodologies to derive our $23 target.

Our NAV yields a value of $23. We value regulated assets at a multiple of rate base
(1 ,7x for utilities, 1.7x for pipelines). The company's marketing and midstream
segments are valued at 5x and 7x 2013 EBITDA. These values are partially offset
by the company's net debt.

Our DDM values the company at $21.

Our PIE and EV/EBITDA multiples are based on our proprietary analyses, which
utilize current equity risk premiums, current betas and projected risk-free yields, For
our PIE analysis, we use multiples of 16x on 2013E earnings for the company's
utility and pipeline assets, while applying 12x and 8x multiples to the company's
gathering and marketing assets. For our EVfEBITDA analysis, we use multiples of
ax and ax on 2013E EBITDA for the company's utility and pipeline assets, while
applying 7x and 5x multiples to the company's gathering and marketing assets. Our
PIE and EV/EBITDA analyses yield values of $22 and $24.

Risks

The key risks to our investment thesis are: (1) TX Regulatory Environment - At this
point, the PUCT cannot affect the price of power, but can affect charges for delivery.
The PUCT may look to reduce delivery rates below what we consider to be a
reasonable rate of return. (2) Capital Investment Recovery - CNP, relying on future
rates, spends capital to maintain and expand pipeline and utility systems, A
politicized commission could delay or put at risk this recovery. (3) Customer Growth
- An unexpected increase or decrease in population could affect earnings
SUbstantially, either favorably or unfavorably. (4) Commodity Prices - Earnings at
the field services segments are highly sensitive to changes in NGL and natural gas
prices. (5) Gathering Projects - Our estimates are dependent on the future build-out
of gathering facilities in the Haynesville Shale. Any decision to limit the build-out or
difficulties encountered during the build-out could impact our estimates.

If the impact on the company from any of the following factors proves to be greater
or less than we anticipate, the company could fail to achievelexceed our target
price.
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Cheniere Energy Inc

Company description

Cheniere was a first mover in the race to site and develop LNG terminals in the U.S.
The company currently has ownership of the Sabine Pass Regas terminal in the
Gulf of Mexico. The company proposes to build a liquefaction facility at its Sabine
Pass terminal to export US gas to other parts of the world.

Investment strategy

We rate Cheniere Buy/High Risk (1 H). Cheniere is a pure play energy stock solely
focused on Liquefied Natural Gas Infrastructure development in the U.S. Cheniere
initially established itself as a first mover in the race to build regasification facilities
in the U.S. by acquiring sites in the Gulf of Mexico that had: 1) community and
environmental support to site the facility; 2) deepwater port access (40 to 45 feet of
draft) and compatIbility with shipping traffic; 3) large enough sites to easily
incorporate strict U.S. safety codes; and 4) sufficient pipeline take-away capacity
and access to large volume industrial and power consumers.

In the last few years, regasification capacity became overbuilt in the US and
Cheniere was unable to contract for all its capacity at its only operated terminal,
Sabine Pass. With the decline in US natural gas prices and the discovery of an
ample amount of shale gas, Cheniere now believes it can export gas from its
terminal at Sabine by adding liquefaction capabilities. While this is a high cost
endeavor, the low price of gas could support this sort of opportunity.

Cheniere's has a high amount of debt and its new business plan is predicated on it
selling capacity to buyers of natural gas in Asia and Europe. We believe probability
of Cheniere being successful has gone up with recent contract signings with Asian
& European firms with solid reputations. Cheniere is the sole company in the US to
have all regulatory license to export to FTA and non-FTA countries.

Valuation

We use four valuation analyses to derive our $23.00 per share target price.

Our NAV analysis results in $24 per share. Our analysis is based on the liquidation
value of the pipelines owned at Cheniere Energy, Inc, 10.9 million units of CQP
common units at $25.00 per unit (MLP analyst target price), combined with
subordinated unit (135 million sub units) and Class B units (45 mm held at LNG in
2012, Quarterly PIK rate of 3.5%) are valued at a 40% discount to our target price
for CQP.

Our DCF analysis results in a share price of $20 per sh:sre on a consolidated basis.
This is a result of a relatively high cost of capital.

Our WACC reflects an equity risk premium of 6.5%, an assumed bond spread to the
ten-year Treasury yield of roughly 870 bps, a risk free rate of 1.81 % and a two-year
beta of 1.86. The Company's cost of equity is 14.1 % and WACC is 14.1 %. We
assume Cheniere Inc. holds no debt at the parent company.

Our PIE and EV/EBITDA multiple analyses are based on 2018 as a peak year for
earnings and EBITDA. We estimate peak earnings per share of nearly $2.00 and
EBITDA of nearly $2.366 billion on a consolidated basis. These estimates consider
the equity required to fund the liquefaction facility. These metrics yield an equity
valuation of $23 and $22 per share.
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The average of these values yields a $23 per share target price.

Risks

We rate LNG High risk. LNG is an extremely risky and speculative investment.
Cheniere generates no earnings and will not generate any earnings in our model
until 2016. Our recommendation is based on Cheniere moving forward with at two
liquefaction trains. The company has a substantial amount of debt on its balance
sheet that could come due in the middle of next year. If the company is unable to
move forward with a liquefaction train, Cheniere (LNG) could experience a liquidity
event in which case equity investors could lose all their investment.

The key risks to our investment thesis are (1) Regulatory - Cheniere permits are
regulated by authorities at the DOE and the FERC to export LNG to non-free trade
countries. (2) Natural gas prices - Currently natural gas prices are low, which
makes US exports competitive to the rest of the world. (3) Integrity costs at the
pipelines or LNG terminals could impose significant costs pressures. (4) Declines in
natural gas production in the US could cause Cheniere's proposal to come under
pressure. (5) The Company's tight liquidity position could limit its ability to execute
on its plan. (6) Cheniere has proposed signing contracts with foreign buyers in Asia
and Europe. While we believe in contract sanctity, history has shown that contracts
can always be changed in the oil and gas industry.

If the impact on the company from any of the following factors proves to be greater
or less than we anticipate, the company could fail to achieve/exceed our target
price.

Enbridge Inc.

Company description

Enbridge is one of Canada's largest energy companies by market cap (-C$35
billion). The firm is headquartered in Calgary, Alberta.

Enbridge primarily operates in the following lines of business (shown in line with
actual reporting segments):

Crude Oil Pipelines & storage

Natural Gas Pipelines, Processing & Energy Services

Natural Gas Distribution

Sponsored Investments & Corporate

Enbridge owns a 27% LP stake and a 2% GP stake in Enbridge Energy Partners
(NYSE: EEP), which owns the US portion of the Mainline pipeline system (known as
"Lakehead") as well as gas gathering & processing infrastructure in West Texas.
EEP is accounted for under the Sponsored Investments segment.

Enbridge also owns a 70% stake in Enbridge Income Fund (ElF), a publicly traded
yield-oriented investment vehicle listed on the Toronto stock exchange. ElF is also
accounted for under the Sponsored Investments segment.
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Investment strategy

We rate shares of Enbridge Neutral (2). Our enthusiasm over the company's risk­

averse business model and earnings growth projections of 10%-15% per year
through 2015 are tampered by what we believe is a full valuation (premium to group
vs. 10% historical average). Enbridge's performance since the beginning of the
decade is highlighted by industry-leading returns on equity (-16% vs. peers at 13%)
and an increase in enterprise value from $12.3bn to $51bn.

Valuation

We use four equally weighted methodologies to derive our C$44 target price. We
value ENB at C$38 pIs on an NAV basis, where we value the company's hard
assets at C$61 bn and then back out $21 bn of net debt and -C$10bn of expansion
capex for an equity value of -C$29bn ($38p/s); C$50 on a DCF model, where we
estimate long-term growth (beyond 2015) at 5% per annum and a discount rate of
5.43% (cost of capital); C$41 pIs on an EV/EB1TDA basis where we use 2015E
ESITDA discounted two years at the company's cost of capital and a 12.2x historical
forward trading multiple; and C$46p/s on a long-term PIE multiple using 2015E
earnings discounted by two years at the company's cost of capital and a 19.1x
historical forward trading multiple.

Risks

The primary upside risk to our thesis is that ENB is able to secure a larger amount
of growth projects than we have estimated in our numbers. In addition, higher than
expected volumes on ENS's mainline system tied to higher than expected oil sands
growth could lead to better than expected results.

The primary downside risk to our thesis is that ENS is unable to execute on its
growth backlog in an efficient manner, reducing returns on capital. In addition, lower
than expected crude oil demand in the United States could have an adverse effect
on volumes on ENS's mainline system.

Energen Corp

Company description

Energen Corp. is an integrated natural gas company with operations in the
exploration and production and natural gas delivery businesses. The company
operates two primary segments: 1) a regulated gas delivery business providing
service to roughly 450,000 customers in central and northern Alabama (Alabama

Gas Company), and 2) a natural gas and oil production business with over 1.5
trillion cubic feet (Tcf) of proved reserves in the San Juan, Permian, Black Warrior,
and north Louisiana/east Texas basins (Energen Resources).

Investment strategy

We rate Energen Buy. We believe that the company's relatively low internal decline
rate and exposure to crude oil will bode well over the longer term with respect to

cash flow generation & earnings growth.

Valuation

Our target price is $63, based on the averaged value of the following valuation

methodologies:
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Our NAV calculation results in a target price of $60pfs: We estimate that Alagasco is
worth -$1.1 bn based on 2013E EBITDA of $133mm and an 8,Ox EBITDA multiple,
We value EGN's E&P business at -$4.5bn, which includes proved reserves of
2Tcfe, but affords no credit for probable and possible reserves, We value natural
gas reserves at $1.85fMcf and crude oil reserves at $18fbbl. We then subtract -$1.3
billion of net debt and other liabilities to derive an equity value of $4,3bn, or $60p/s.

Our DCF analysis results in $62pfs using the company's weighted average cost of
capital. We value the E&P business and the Utility separately and then subtract net
debt.

Our long-term PIE analysis results in a value of $64p/s, We base our analysis on
2012E earnings,

Our EVfEBITDA multiple analysis values Energen at $66p/s. We value Alagasco at
$1,1 bn (8x 2013E EBITDA of $133mm) and the E&P segment at $4,8bn (5Ax
2014E EBITDA discounted to 2012). We then subtract -$1_3bn of net debt to derive
an overall equity value of $65pfs,

Risks

Commodity Prices and Interest Rate - EGN's exploration and production business
represents a majority of projected 2011+ operating income. Fluctuation in the price
of oil and natural gas will cause volatility in our estimates and could affect the share
price positively and negatively.

Accounting and Financial Risk - On the financial front, Energen frequently enters
into derivative transactions for the purpose of hedging its oil and gas production.
While limiting downside risk, these arrangements could limit upside in a rising
commodity price environment.

If the impact on the company from any of these factors proves to be greater or less
than we anticipate, the stock would likely have difficulty achieving our target price or
could exceed our target price,

EQT Corporation

Company description

EQT Corp is a regional integrated natural gas company with operations in the state
of Pennsylvania and surrounding areas. The company operates three business
units: (1) EaT Midstream, which operates Midstream Gathering, Processing,
Transportation & Storage assets in EaT's area of operation, (2) EaT Distribution, a
gas utility and (3) EQT Production, an E&P business active in the Appalachian
Region,

Investment strategy

We rate the shares Neutral as our fundamental analysis shows that the shares are
fairly valued at current levels and that industry-leading production growth is priced
in_

Valuation

Our target price is $56, based on the averaged value of the following valuation
methodologies. Our NAV calculation results in a target price of $70p/s. We estimate
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that Distribution is worth -$750mm based on $107mm of 2013E EBITDA and a 7x
multiple. We value EQT's E&P business at -$8bn, which includes proved reserves
of 5.4Tcfe, but affords no credit for probable and possible reserves. We value
proved natural gas reserves at $1.85/Mcf and Crude Oil reserves at $18/bbl, though
EQT is essentially a pure-play natural gas name. We value the Midstream business
at $4.1bn based on 2013E EBITDA of $413mm (ex Marketing) and a 10x EBITDA
mUltiple (blended pipeline & midstream multiple). We assume the Marketing
business is worth -$160mm based on 2013E EBITDA of $32mm (5x mid-cycle
mUltiple). We then subtract -$2.8bn of net debt and other liabilities to derive an
equity value of $10.3bn, or $70p/s. Our DCF analysis results in $65p/s using the
Firm's weighted average cost of capital. We value the E&P segment and other
business lines individually and then subtract net debt to derive our per share value.
Our long-term PIE analysis results in a value of $39p/s. We base our analysis on
2013 estimated earnings. Our EV/EBITDA mUltiple analysis values EQT at $50p/s,
based on 2013 EBITDA estimates and a blended multiple of B.3x.

Risks

Although the firm has a large E&P exposure, it is balanced to some degree by the
regUlated utility & pipeline assets. In addition, EQT is an investment grade company.

Commodity Price Risk - Commodity prices remain volatile. While, the company has
hedged a portion of its production over the next two years, stockholders'
expectations of future natural gas prices will have an impact on EQT stock.

Execution Risk - EQT is spending in excess of its cash fiows and is therefore
exposed to project cost overruns as these could put additional strain on the
company's balance sheet.

If the negative impact on the company from any of these factors proves to be
greater than we anticipate, the stock could have difficulty achieVing our target price.
On the other hand, we may have overestimated these risk factors and the stock
could increase more than we expect.

MDU Resources Group Inc

Company description

MDU Resources Group, Inc. is a diversified natural resources company with
operations in three main business lines: 1) Energy (natural gas and oil production,
natural gas pipelines and energy services) 2) Construction Materials & Construction
Services, and 3) Utility-Related (electric and natural gas distribution).

Investment strategy

We rate MDU Neutral. MDU's regulated business should remain fairly stable and
proVide dividend protection. Higher oil prices and expected crude oil production in
the Bakken play (and potentially the Niobrara I Heath Shale, though we afford no
value for these plays yet) help offset declining legacy natural gas production and
should help drive MDU's oil/gas mix to between 40-60% going forward. Our
estimates on the construction materials and services side remain conservative.

Valuation

Our target price is $23, based on the average value of the following valuation
methodologies.



Midstream, Pipelines & Gas Utilities
25 July 2012

CASE NO. 2013·00148
ATTACHMENT \

TO OAG DR NO. 1-183

Citi Research

Our NAV valuation results in a value of $21 pIs where we value MDU's hard assets
at -$5.2bn and then back out -$1.3bn of net debt for an equity value of $21 pIs. Our
DCF valuation results in $24p/s and assumes that the company's E&P assets are
worth ~$11p/s with MDU's remaining business lines at -$20p/s. We estimate a long­
term growth rate (beyond 2015) of 3% and use a discount rate of 6.75% the
company's weighted average cost of capital. Our EV/EBITDA calculation results in
$25p/s and uses a blended 2013E EBITDA multiple of 6.7x, while our long-term PIE
methodology derives $21 pIs using 2013E EPS and a 16.8x blended multiple.

Risks

If the impact on the company from any of the following proves to be greater than we
anticipate, MDU will likely have difficulty achieving our target price. Likewise, if any
of these factors proves to have less of an effect then we anticipate, MDU could
materially outperform our target.

Commodity Price Volatility - MDU is exposed to commodity price volatility through
its E&P business. Fluctuation in the price of oil and natural gas will cause volatility in
our estimates If MDU is able to realize commodity prices higher than our forecasts,
than our valuation is likely to go up, and vice versa.

Reserve Replacement - MDU's ability to find reserves and grow production is an
important factor to our valuation framework analysis. To the extent that MDU is not
able to find more natural gas reserves, replace its reserves, and increase
production through its current inventory of developed reserves, our valuation model
would be impaired.

Capital Investment Recovery - MDU spends capital in excess of depreciation to
maintain and expand its local distribution assets to provide better services to its
customers. MDU relies on the state commissioners to approve its capital investment
and rate increases to recover costs in excess of depreciation.

Acquisition Integration - MDU routinely acquires companies to grow its businesses.
If the performance of these acquisitions is less than expected or if MDU overpays
for the businesses, MDU's own performance will suffer.

National Fuel Gas Co

Company description

National Fuel Gas (NFG) is an integrated natural gas company that produces,
transports, distributes and markets natural gas and oiL

The company prodUces natural gas from about 660 billion cubic feet (bcfe) of
proved reserves out of the Appalachian Region and the West Coast. NFG's
distribution business provides natural gas and transportation service to roughly
732,000 customers in western New York and northwestern Pennsylvania through its
utility, National Fuel Gas Distribution. NFG s interstate natural gas pipelines and
storage assets provide service to customers in the surrounding utility territories.

Investment strategy

We rate NFG Buy. We estimate that the firm's Marcellus acreage could boost long­
term production levels to 20-30%+ per year. The company's regulated business
lines (Pipes & Distribution) bear no direct commodity price exposure and serve as a
balancing point with respect to overall risk exposure. We currently give the company
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full value for the Marcellus and assume around 7,000 locations. We do not give the
company any credit for a potential JV.

Valuation

Our target price is $55.50, based on the averaged value of the following valuation
methodologies.

Our NAV calculation results in a target price of $69p/s valuing NFG's hard assets at
$72bn and then backing out -$1.3bn of net debt for an equity value of $5.8bn. Our
DCF valuation results in a target price of $5Bp/s where we value the E&P segment
at $45p/s and the rest of the business as $2Bpfs based on a long-term growth rate
of 2% (beyond 2015). We use a discount rate of7.94%, the company's weighted
average cost of capital. Our EV/EBITDA methodology results in $4Bpfs using 2013E
EBITDA and a blended mUltiple of 6.6x, while our long-term earnings calculation is
$47pfs using 2013E EPS and a blended 17x EPS mUltiple.

Risks

Commodity Price Risk - Fluctuation in the price of oil and natural gas will cause
volatility in our estimates. If the commodity prices go up from the current level, it
could affect NFG's share price positively.

Reserve replacement - NFG's ability to find reserves in its undeveloped acreage
and to sustain production is key to our valuation framework. To the extent thatNFG
is not able to find more reserves, replace reserves it uses in production, and sustain
production through its current inventory of developed reserves, our valuation model
would become impaired. Conversely, to the extent that NFG can find more reserves
cheaply and increase its production, this would increase its valuation.

NFG's commodity exposed business lines are offset through regulated (i.e. minimal
direct commodity price risk) segments.

If the impact from the above risks turns out to be greater/less than we anticipate, the
stock could fail to achieve/exceed our target price.

NiSource Inc

Company description

NiSource Inc (NI) is, primarily, a regulated utility with an integrated network of gas
distribution, transportation, and storage assets in the Northeast, Mid-Atlantic, and
Midwest. NiSource also operates an electric utility in Northern Indiana.

The company operates four business units, including Gas Distribution, which
delivers natural gas in several states; Gas Transmission and Storage Operations,
which provide interstate natural gas transmission and storage services from the Gulf
of Mexico to the Northeast; Electric Operations, which consist of NiSource's
regUlated electric utility, Northern Indiana Public Service Company (NIPSCo); and
Other Operations, which include energy-related services and a co-generation
facility.

Investment strategy

We rate the shares of NiSource (NI) Neutral (2). NI provides long-term earnings
power of $1.50 per share, inclUding growth from expected rate increases at
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NiSource's utilities. Our estimates do not include substantial industrial load growth
at the utility or the potential for a build out of NI's pipeline and storage assets, which
have a favorable footprint in the Marcellus Shale.

Valuation

We average mUltiple valuation methodologies to derive our $26 target. Our NAV
yields a value of $27. We value regulated assets at a multiple of rate base. These
values are partially offset by the company's net debt. Our OOM, which incorporates
our rate base growth assumptions, values the company at $25. Our PIE and
EV/EBITOA multiples (2013 estimates) are based on our proprietary analyses,
which utilize current equity risk premiums, current betas and projected risk-free
yields. For our PIE analysis, we use multiples of 16x and 16x for the company's
utility and pipeline assets. For our EV/EBITDA analysis, we use multiples of Bx and
Bx for the company's utility and pipeline assets. Our PIE and EV/EBITDA analyses
yield values of $27 and $26.

Risks

The key risks to our investment thesis are (1) Rate Cases - We estimate the
company will receive rate relief at several of its utilities. Under- or over-estimation of
relief could materially impact our estimates (2) Weather - Changes in weather
impact the stability of earnings (3) Capital Investment Recovery - Nl spends a
substantial amount of capital to maintain and expand its distribution system. NI
depends on rate increases from public utility commission to earn a fair return on this
expansion. In addition, tariffs on the pipeline system are regulated by the FERC (4)
Pipeline Capacity Contracts - The risk of re-contracting pipeline capacity at lower
rates, upon contract expiration, could have a material impact on earnings (5) Uplift
from an MLP - Currently, we do not include any uplift from NiSource pursuing an
MLP strategy. However, significant upside may exist if the Company is able to
successfully implement this strategy_

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause the stock price to materially under/outperform our target.

Oneok Inc

Company description

Oneok is an integrated energy company operating amidst the energy value chain
through three operating segments: (1) the Oneok Partners (OKS) investment, which
is a Master Limited Partnership involved in a natural gas gathering, processing,
marketing, NGL fractionation, storage and pipeline transportation; (2) a local
distribution business providing service to customers in Kansas, Oklahoma, and
Texas (Distribution), and (3) a natural gas marketing and trading segment with both
retail and wholesale customers (Energy Services).

Investment strategy

We rate shares of OKE Neutral. OKE offers investors a solid free cash flow profile
(mostly as a result of the company's ownership stake and associated GP + LP cash
flows from OKS) with an emphasis on returning this cash to shareholders. We
believe that this cash flow generation profile is priced into shares at current levels.
The company's Distribution & Energy Services business carry no direct commodity
price risk, though periods of flattening basis and seasonal spreads can negatively
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affect Energy Marketing earnings. OKE carries some indirect commodity price risk
via its ownership in OKS, which is mainly exposed to natural gas liquids prices.

Valuation

We use four equally weighted valuation scenarios to reach our target price of $46.

Our NAV calculation results in a value of $43p/s valuing OKE's hard assets at
-$11 bn and we then back out -$2.1bn of net debt for an equity value of -$9bn. Our
DCF methodology results in a target price of $54p/s and assumes long-term growth
of -3% (beyond 2015) and a discount rate of 7.81 %, the firm's cost of capital. Our
long-term PIE multiple calculation results in $43p/s using a blended 19.5x EPS
multiple on 2013E earnings, while our long-term EV/EBITDA valuation is $44p/s
using a 8.ax blended multiple on 2013E EBITDA.

Risks

The company's exposure to commodity prices (via cash flows from OKS) is
balanced to some degree by the regulated natural gas distribution business. The
Energy Services segment is more exposed to seasonal & basis spreads rather than
absolute commodity prices.

Production from Regional Producing Basins - OKS is dependent on volumes from
producing fields where the company gathers, processes, fractionates, transports,
and markets natural gas and natural gas liquids. If producers were to cut back on
drilling, OKS could suffer declines in throughput.

Capital Investment Recovery - Oneok spends capital in excess of depreciation to
maintain and expand its distribution system. OKE is exposed to regulatory risk in
that it may not be able to recover the full amount of capital spent via customer rates.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause the stock price to materially outperform our target.

Questar Corp

Company description

Questar Corp (STR) is a regional, integrated natural gas utility company with
operations in the Rocky Mountains. The company has three operating segments,
including 1) a regulated gas delivery business in Utah, Questar Gas; 2) an interstate
pipeline and underground storage business, Questar Pipeline; and 3) a regulated
natural gas and oil E&P buisness (Wexpro).

Investment strategy

We rate the shares of Questar Corp Buy, which takes into account: 1) increasing
volumes on the company's pipeline and gathering system; 2) marginal customer
growth at the utility; and 3) a 20% rate of return on an increasing capital base (Le.,
Wexpro). STR is essentially a fully-regulated business.

Valuation

Our target price is $20.50, based on the average of the follOWing valuation
methodologies:
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Our NAV calculation results in a target price of $20p/s. We estimate that the
distribution business is worth $1.3bn based on 2013E EBITDA and an 8x mid-cycle
EBITDA multiple. We value STR's Pipeline & Storage business at -$1.7bn, which is
based on 2013E EBITDA and an 8x mid-cycle multiple. We value the regulated E&P
business, Wexpro, at $2bn. This is based on a DDM (dividend discount model). We
then subtract -$1.2 billion of net debt to derive an equity value.

Our DCF analysis results in $20p/s. We derive a NPV of cash flows over the next 10
years discounted at the firm's WACC. We then add the residual value of the Utility &
pipeline assets as well as the residual value of Wexpro. We subtract net debt of
-$1.2bn to derive the equity value.

Our long-term PIE analysis results in a value of $21 pIs. We base our analysis on
2013 estimated eamings.

Our EV/EBITDA multiple analysis values Questar at $20p/s. We use a weighted
average 2013E EBITDA multiple of 8Ax on projected EBITDA of $558mm. We
subtract -$1.2bn of net debt to reach our $20p/s target.

Risks

Risks to the achievement of our target price include the following:

1) Lack of drilling success at the regulated E&P segment would result in a lower
investment base and therefore a lower return

2) A decrease in natural gas demand at the Utility

3) Delays on the ongoing pipeline expansion projects

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause the stock price to materially outperform our target.

•
Southwest Gas Corp

Company description

Southwest Gas provides regUlated gas distribution services for 1.8 million
customers in Arizona, Nevada and Califomia. We estimate the total regulated utility
asset base (rate base) to be about $2.3 billion. SWX also operates two FERC­
regulated pipelines ($85 million rate base) and an unregulated pipeline construction
business (-$35 million annual EBITDA).

Investment strategy

We rate SWX Neutral (2). Our Neutral rating is premised on the company obtaining
a reasonable rate of return on its regulated asset base, SWX's regUlated customer
base has been driven by popUlation growth in Arizona and Nevada, which has
slowed recently. This type of historical growth within a regulatory framework
inevitably leaves shareholders exposed to regulatory lag; however, utilities are
entitled to just and reasonable rates. Last year, Swx earned below authorized
return levels. We estimate that upcoming rate relief and slowing capital growth
should help to mitigate the impact of regulatory lag in the coming years and improve
return metrics for the utility segment. The construction business has potential to
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grow considerably from -10% of EBIT However, recent management changes in
the segment and competition from larger pipeline service companies could limit the
growth potential of the division. We remain cautious until we see the growth strategy
start to materialize.

Valuation

We average multiple valuation methodologies to derive our $50 target.

Our NAY yields a value of $56. We value regulated assets at a multiple of rate base
(1.6Sx for utilities, 1.65x for pipelines). We value the Construction Services segment
at Sx EBITDA, based on a midstream asset multiple. These values are partiaJly
offset by the company's net debt.

Our OOM values the company at $45. We calculate a hypothetical dividend, based
on SWX's regulated capital growth, authorized returns and cost of equity to arrive at
our DOM valuation.

Our PIE and EY/EBITDA multiples are based on our proprietary analyses, which
utilize current equity risk premiums, current betas and projected risk-free yields. For
our PIE analysis, we use multiples of 16x, 16x and ax for the company's utility,
pipeline and pipeline construction assets. For our EY/EBITDA analysis, we use
multiples of ax, 8x and 5x for the company's utility, pipeline and pipeline
construction assets. Our PIE and EV/EBITDA analyses yield values of $46 and $53.

Risks

The key risks to our investment thesis include: i} a challenging regulatory body in
Arizona, which has become more constructive; ii} the potential need to raise equity
to fund the capex program, sensitivity of earnings to changes in weather; and iii) the
stock's relative lack of trading liquidity, and the relatively low market capitalization of
the company compared with other utilities. These concerns are offset by a stable
regulated earnings stream from the transmission pipelines and natural gas utilities
which account for more than 90% of earnings. other risks to the shares attaining
our target price include:

(2) Population growth - Housing demand and tepid economic growth within the
Southwest region of the U.S. could slow to a rate below estimates or increase
above our estimates, causing us to revise our estimates and valuation.

(3) Capital investment recovery - SVVX spends capital to maintain and expand its
operations. The company will continue to rely on state regulatory commissions to
recover costs in excess of depreciation. While we believe SWX's relationship with
the ACC has been more productive than those of other utilities operating in the
state, the ACC and the other commissions may not allow the company to earn a
reasonable rate of return on its rate base.

(4) Capital markets - SWX is a relatively small utility in terms of market capitalization
and daily volumes. This may impact its ability to access the capital markets.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause our target price to be materially outperformed.

Spectra Energy Corp
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Company description

Spectra Energy is an integrated natural gas company operating in both the United

States and Canada. The company maintains four distinct operating segments with
over $20 billion in assets: 1) natural gas transmission and storage in the US; 2)
natural gas distribution in Canada; 3) natural gas gathering, processing and
transmission in Canada; and 4) gathering & processing in the US through a 50%
joint venture with ConocoPhillips.

Investment strategy

We rate Spectra (SE) at Neutral (2). We expect SE will grow regulated earnings by
expanding its North American pipeline and storage network; however, commodity
prices and Canadian exchange rates could add substantial volatility to midstream
earnings.

Valuation

We apply multiple valuation methodologies to derive our $29 target.

Our NAV yields a value of $34. We value regulated assets at a multiple of rate base
(1.65x for utilities, 1.65x for pipelines). We value the Field SeNices segment at 8.5x
2014E EBITDA, based on our midstream multiple. These values are partially offset
by the company's net debt.

Our 1O-year DCF yields a value of $32, by utilizing a 6.4% WACC.

Our PIE and EV/EBITDA multiples are based on our proprietary analyses, which
utilize current equity risk premiums, current betas and projected risk-free yields. For
our PIE analysis, we use multiples of 16x, 16x and 10x for the company's utility,
pipeline and midstream assets. For our EV/EBITDA analysis, we use multiples of
8.5x, 8.5x and 14.5x for the company's utility, pipeline and midstream assets. We
value the Canadian pipelines at a slight discount to account for lower authorized
returns. Our PIE and EVfEBITDA analyses yield values of $30 and $31.

Risks

The key risks to our investment thesis include:

(1) Significant capital requirements over the medium term and the earnings
sensitivity to volatile commodity prices and the Canadian dollar.

(2) Capital Investment Recovery - SE spends capital to maintain and expand its
pipeline and distribution operations. SE relies on the OEB and the FERC to recover
costs or approve projects.

(3) Processing Contract Volatility - SE is exposed to commodity price volatility
through its POP and keep-whole processing contracts. An increase in commodity
prices could allow SE to outperform our expectations.

(4) Production from Gas Producing Regions - SE is dependent on volumes from
producing fields throughout North America. Significant production declines could
require SE to charge producers higher fees to compensate for lower volume on its
systems, potentially degrading its competitive position. Conversely, production
increases could enhance its competitive position.
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(5) Demand from Refineries and Petrochemical Producers - Nat gas liquids
produced by SE are primarily marketed to refineries and petrochemical producers.
Lower demand could lead to margin compression.

jf the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause our target price to be materially outperformed.

The Williams Companies Inc

Company description

The Williams Company Inc (WMB) is an integrated natural gas company that
processes, trades, and transports natural gas and oil. The company also operates
Midstream Canadian & Oletins business.

WMB also owns a -78% stake in Williams Partners (inc!. GP interest), a Midstream
& Pipeline MLP. WMB is the operator of the WPZ assets.

Investment strategy

We rate the shares of The Williams Company Buy based on our analysis of the
company's ownership of WPZ and combined growth at WPZ and the Canadian
Midstream & Olefins business.

Valuation

We employ a variety of valuation techniques to derive our target price of $36 for the
shares of The Williams Company Inc.

1) Discounted Cash Flow: We model in WPZ contribution via LP and GP
distributions. We tax GP distributions at 35% and LP distributions at 20%. We
discount our cash flows at our WACC. Our DCF value per share is $41.

2) Net Asset Value: For the Olefins portion, our forward EBITDA multiple is 5.7x
2013 EBITDA. To account forWMB's stake in WPZ, we value the LP units at
Current Trading Price x WMB owned units. We then tax-affect this figure (we use
20% tax rate to account for LP deferrals) to derive an implied valuation of $1 0 billion
for the LP shares. For the GP interest, we value estimated 2013E GP distributions
of $541 million by a 22x multiple, then tax-effect (-35%) to derive a valuation of $7.7
billion for the GP interest. We back out -$600mm of net debt to derive our equity
value. Our NAV is $35p/s.

3) EV/EBITDA: We value shares of WMB at $34 on an EV/EBITDA basis. We use
2013 EBITDA estimates. We back out WPZ minority interest, to account for the
proportionate share WMB does not own at a blended multiple.

4) Long-Term PIE: We use a consolidated EPS on 2014E EPS (discounted) for a
value of $33.

Risks

Risks we see to Williams achieving our target price include the following:

WPZ - WMB will generates a sizable portion of its cash flow via WPZ and therefore
from keep-whole operations, which depend on the spread between natural gas and
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