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Atmos Energy
Solid Start to Year

1Q Recap: ATO reported EPS of $0.74, in between Barclays’ expectation of $0.68 and
consensus of $0.77 driven by better year/year resuits across all segments. Distribution
was higher as a portion of costs were allocated into a regulatory asset base while legal
expenses were lower, partially offset by a decline in gross profit due to timing changes
related to recent rate design modifications in Mid-Tex and West Texas. Increased
Regulated Transmission & Storage results were attributable to incremental CRIP
revenues while Nonregulated was up due to smaller asset optimization losses, partially
offset by a decrease in gas delivery services attributable to warmer weather,

2013 Guidance Reiterated in Range of $2.40-$2.50: At this juncture, the company
expects to come in at the higher end of the range and the outlook excludes any

“potential gain on the pending sale of the Georgia utility, which is set to close in 3Q13.
Capital spending plans were also affirmed in the range of $770-$790MM.

Rate Relief/Design Changes at Distribution: The segment is slated to benefit by
~$78MM due to the rate increases approved to date and the regulatory expense
deferral treatment allowed for some of the capital spend. There are another 4 cases
pending with requested increases of $8MM while the company plans on filing an
additional 10-15 cases totaling ~$65MM by year-end. Additionally, rate design changes
have resulted in a larger portion of revenue coming from a customer base charge rather
than a consumption charge, which will cause some revenues to shift out of the winter
periods to shouider months, but should provide a more stable earnings stream.

Raising Estimates and PT to $40: In light of the solid outcome out of the Mid-Tex rate
case that came in above our expectations, we are raising our fuli-year '13 estimate
although a small portion of the benefit will be offset by the accelerated timing of the
Ceorgia utility sale. With ample liquidity and solid balance sheet, we are optimistic that
the company will execute on its organic growth strategy and be able to deliver its 8-
8.5% rate base CAGR and 6-8% earnings CAGR targets through 2016.

o

ATO: Quarterly and Annual EPS (USD}
S

RS SRR DR AREY
. e
":a%@ i L G

i i e W%y gfgéé%%?
i S Wj’i“ﬁ?‘
e Do e o
0.61A 0.68E 0.74A 0.71A N/A
1.28A 146E 133 . 1.39F N/A N/ A 1.40E 4%, N/A

Q3 0324 025F 031 02268 N/A - N/A  0.26E 3%  N/A
Q4 0.11A  0.06E  012E  003E N/A  N/A 004 9%  N/A
Year 233A  244E  248F  242E 255 264 259 6% 6%
P/E 16.1 15.1 14.2

Consensus numbers are from Thomson Retters

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 4.
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Industry View ) NEUTRAL
Unchanged

Price Target USD 40.00

raised 11% from USD 36.00

Price (06-Feb-2013) USD 37.58
Potential Upside/Downside C 6%
Tickers ATO
Market Cap (USDmn) 3400
Shares Qutstariding (mn) 3046
Free Float (%) 98.09
52 Wk Avg Daily Volume (mn) 04
Dividend Yield (%) © 37
Return on Equity TTM (%) 8.33
Current BVPS (USD) 26.14
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Atmos Energy (ATO) ; ‘ Stock Rating: EQUAL WEIGHT
income statement ($mn) 2012A 2013E  2014E  2015E CAGR  Price {06-Feb-2013) USD 37.58
EBITDA (adj) - 688 761 816 879  85%  Price Target USD 40.00
EBIT (adj) 446 520 566 617 11.4%  Why Equal Weight? Assets are heavily regulated and
Pre-tax income {adj) 305 367 380 423 11.5%  earnings are expected to grow in the mid-single digits
Net income {adj) 217 2726 240 760 6.3%  each year. While the regulated Distribution and
EPS (adj) ($) 233 248 264 286 7.19  Pipeline segments provide visible and steady growth,
Diluted shares (mn) 912 910 910 910  -0.1%  thereissome volatility tied to the weak backdrop of
DPS ($) 138 140 147 144 149  neunregulated segments.
Growthrates i Average U!351de case .. - e USQ‘@OO
B0 ) v ()
ERIT (ad]) growth (%) 61 166 87 9. 7.1 Smrgge prove pricing marg P
Net income (adj) growth (%) 4.4 42 6.3 8.4 5.8
EPS (adj) grov:th (%) 1.5 6.5 63 8.4 5.7 Downside case USD 35.00
DPS growth (%) H 14 14 1.4 13 In the event that the visibility around rate relief

deteriorates, there could be a long lag for recouping
Balance sheet and cash flow ($mn} e SAGRinvestment and growing rate base.
Tangible fixed assets N/A N/A N/A N/A N/A
Cash and equivalents 64 80 46 27 -247%  Upside/Downside scenarios
Short and leng-term debt 2,527 2,727 2927 3,327 7.4%
Total liabilities N/A . N/A N/A NJA N/A . Price Histary Frice Target

rior 12 months Next 12 months

Net debt/(funds) 2,463 2648 2882 3,100 8.0% High Upside
Shareholders' equity 2359 2498 2,649 2818 6.1%
Change in working capital 17 0 0 0 N/A
Cash flow from operations 587 . 540 567 605 1.0%
Capital expenditure 672 777 712 732 2.9% -
Free cash flow 446 515 559 612 11.1% 2794 Current

Valuation and leverage metrics

...... 35.400
P/E (2d)) (%) 161 151 142 130

EV/EBITDA (x) 8.5 7.9 7.7 74

Dividend yield (%) 3.7 37 3.8 3.8 Lowe Downside
Total debt/capital {%) 517 522 525 52.6

Selected operating metrics POINT® Quantitative Equity Scores
Gas prices ($/mcf) {$) 274 350 4.00 4.50 Value

Oil prices ($/bbl) {$} 96,02  $0.00 100.00 100.00

NGL ($/gal) (3) 1.16 1.01 1.11 1.13 SR

Frac spread ($/gal) (%) 082 069 0.75 0.73 Quality

Production volumes {000 cf) N/A  N/A N/A N/A

NGL sales {m bbls) N/A N/A N/A N/A ;

Processing volumes (mmbtu) N/A N/A N/A N/A Sentimen

Rate base ($m) N/A  N/A N/A N/A S

Number of customers N/A N/A N/A N/A

Capital investment growth (%) 79 156 -84 2.8

W . ]
Source: POINT, The scores are valid as of the date of thi

report and are independent of the fundarmental analysts'
views. To view the latest scores, click here.

Note: FY End Sep
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QOur new price target of $40 is predicated on the shares trading at 15.0x our "14 EPS
estimate of $2.64. Our prior price farget of $36 was predicated on shares trading at 14.0x
our '14 EPS estimate of $2.55.

(V3]



CASE NO. 2013-00148
ATTACHMENT 2
TO CAG DR NO. 1-183

Barclays | Atmos Energy

ANALYST(S) CERTIFICATION(S}

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.

The POINT® Quantitative Equity Scores (POINT Scores) referenced herein are produced by the firm's POINT guantitative model and Barclays
hereby certifies that {1) the views expressed in this research report accurately reflect the firm's POINT Scores model and (2) no part of the firm's
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: Barclays Research Comphance, 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 varicus 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 poiicy prohibits them from accepting
payment or reimbursernent 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
nttps://live.barcap.com/publiccp/RSR/ nyfipubs/disclaimer/disclaimer-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, 06-Feb-2013, USD 37.58), 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 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-
menth 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 appficable reguiations 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

ACGL Resources Inc. (GAS) Atmos Energy (ATO) Enbridge Inc. (ENB.TQ)
Energen Corp. (EGN) EQT Corperation (EQT) Kinder Morgan Inc. {KMI)
MDU Resources Group (MDU) National Fuel Gas {NFC) New lersey Resources (NJR}
ONEOK Inc. (OKE) Piedmont Natural Gas Co. (PNY) Questar Corp. (STR)
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IMPORTANT DISCLOSURES CONTINUED

Southwest Gas Corp, (SWX) Spectra Energy Corp. (SE} Targa Resources Corp. (TRGP)
WGL Holdings (WGL}) Williams Cos. (WMB)

Distribution of Ratings:
Barclays Equity Research has 2540 companies under coverage.

43% have been assigned an Overweight 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.

41% have been assigned an Equal Weight rating which, for purposes of mandatory regulatory disclosures, is classified as a Hold rating; 47% of
companies with this rating are investment banking clients of the Firm.

14% have been assigned an Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Sell rating; 44% 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/dewnside scenarios, where provided, represent potential upside/paotential downside to each analyst's price
target over the same 12-month period.

Guide to the POINT® Quantitative Equity Scores:

The POINT Quantitative Equity Scores (POINT Scores) are based on consensus historical data and are independent of the Barclays fundamental
analysts’ views, Each score is composed of a number of standard industry metrics.

A high/low Value score indicates attractive/unatiractive valuation, Measures of value include P/E, EV/EBITDA and Free Cash Flow.
A high/low Quality score indicates financial statement strength/weakness. Measures of quality include ROIC and corporate default probability.
A high/low Sentiment score indicates bullish/bearish market sentiment. Measures of sentiment include price momentum and earnings revisions.
These scores are valid as of the date of this report. To view the latest scores, which are updated monthly, click here.

For a more detailed description of the underlying methodology for each score, please click here.

Barclays offices involved in the production of equity research:

tondon

Barclays Bank PLC (Barclays, London)

New York

Barclays Capital Inc. (BCl, New York)

Tokyo

Barclays Securities Japan Limited {BSL, Tokyo)

Sao Paulo

Banco Barclays S.A. (BBSA, Sdo 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, S.A. (BBMX, Mexico City)

Taiwan

Barclays Capital Securities Taiwan Limited {BCSTW, Taiwan)

Seoul

Barclays Capital Securities Limited (BCSL, Seoul}

Murmbai

Barclays Securities (india) Private Limited (BSIPL, Mumbai)

Singapore

Barctays Bank PLC, Singapare branch (Barclays Bank, Singapore)
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IMPORTANT DISCLOSURES CONTINUED

Atmos Energy (ATO) Stock Rating Industry View
USD 37.58 (06-Feb-2013) EQUAL WEIGHT NEUTRAL

S '@gﬁ c e
S R %m%
; L ;&% ke

. i -

Closing Price Rating * Price Target
10-Aug-2012 36.94 36.00
05-Aug-2011 31.33 34.00
21-Mar-2011 33.90 35.00
26-jan-2011 33.02 32.00
27-ul-2010 29.81 30,00
08-Feb-2010 26.70 28.00

*The rating for this security remained Equal Weight during the relevant
peried.

T T
A-2010 Bn-2011 Li-2011 JBn-2012 Lb-2012 JBn- 2013

~—+- Closing Price & Target Price

Link to Barclays Live for interactive charting

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/ar an affiliate trades regularly in the securtties of Atmos Energy.

L: Atmos Energy Is, or during the past 12 months has been, an investment banking client of Barclays Bank PLC and/or an affiliate.

O: Barclays Capita! Inc,, through Barclays Market Makers, is a Designated Market Maker in Atmos Energy stock, which is fisted on the New York
Stock Fxchange. 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: Qur price target of $40 is predicated on shares trading at 15.0x our '14 EPS estimate of $2.64.

Risks which May impede the Achievement of the Barclays Research Price Target: Atmos Energy is an interest rate sensitive investiment, ATO's
operations are seasonal and highly sensitive to weather, deregulation increases the patential for competition in ATO's market, Energy Marketing
and Trading operations are inherently riskier than regulated utiiity 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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DiSCLAIMER:

This publication has been prepared by the Corporate and nvestment Banking division of Bardlays Bank PLC and/or one or more of is affiiates (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. itis provided to our clients for information purpases 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 induded in this publication. Bardays 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 foss, 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 refiable, but Barclays does not represent or warrant that it is accurate or complete. Barclays is not responsible for, and makes no warranties whatsoever as
1o, the content of any third-party web site accessed via a hyperlfink in this publication and such information is not incorporated by reference.

The views in this publication are those of the auther(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 stich 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
inta acceunt 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
aclvisors they believe necessary. The value of and income from any investment may fluctuate from day to day as a result 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
reflected. Past performance is not necessarily indicative of future resuits.

This communication is being made availabie In the UK and Eurcpe primarily to persons who are investment professionals as that term is defined in Article 19
of the Financial Services and Markets Act 2000 (Financial Promotion Order) 2005. It is directed at, and therefore shoudd only be relied upon by, persons who
have professional experience in matters relating to investments, The investments to which it relates are available only o such persons and will be entered
into only with such persons, Barclays Bank PLC is authorised and regulated by the Financial Services Authority ("FSA") and a member of the London Stock
Exchange.

The Corporate and Investment Banking division of Barclays undertakes U.S. securities business in the name of its wholly owned subsidiary Barclays Capital
Inc., a FINRA and SIPC member. Barclays Capital Inc., a US. 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 U.S. at 745 Seventh Avenue, New York, New York 10019,

Non-U.S. persons shauld contact and execute transactions through a Barclays Bank PLC branch or affifiate in their home jurisdiction unless local regufations
permit otherwise,

Barclays Bank PLC, Paris Branch (registered in France under Paris RCS number 381 066 281} is regulated by the Autorité des marchés finandiers and the
Autorité de contrdle 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 of IROC (wwwiliroc.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.: 1986/004734/06. 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 it Japan by Barclays Securities Japan Limited. Barclays Securities 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 Services Agency of Japan. Registered Nurmber: Kanto Zaimukyokuche (kinsha) 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 written consent of Barclays.

This material is distributed in South Kerea by Barclays Capital Securities Limited, Seoul Branch,

Al 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: 208 | Ceejay House | Dr. Annie Besant Road | Shivsagar Estate | Worli | Mumbai - 400 018 | India, Phone: + 91 22
67196363). Other research reports are distributed in India by Barclays Bank PLC, India Branch.

Barclays Bank PLC Frankfurt Branch distributes this material in Gerrmany under the supervision of Bundesanstalt fir Finanzdienstieistungsaufsicht (Bafin).
This raterial is distributed in Malaysia by Barclays Capital Markets Malaysia Sdn 8hd.

This material is distributed in Brazif by Banco Barclays S.A.

This material is distributed in Mexico by Barclays Bank Mexico, SA.

Barclays Bank PLC in the Dubal international Financial Centre {Registered No. 0060) is regulated by the Dubai Financial Services Authority (DFSA). Principal

place of business in the Dubat International 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 fall within the scope of its existing DFSA licence. Related financial products or
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services are only available to Professional Clients, as defined by the Dubai Financial Services Authorfty.

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, Dubsi
City) and Abu Dhabi {Licence No.: 13/952/2008, Registered Office: Al Jazira 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 Autherity (QFCRA). Barclays
Bank PLC-GFC Branch may only undertake the regulated activities that fall within the scope of its existing QFCRA licence. Principal place of business in Qatar:
Qatar Finandial Centre, Office 1002, 10th Floor, 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 International Financial Centre) and Qatar by Barclays Bank PLC.

This material is distributed in Saudi Arabia by Barclays Saudi Arabia (BSAY). It is not the intention of the publication to be used or deemed as
recommendation, option or advice for any action (s) that may take place in future, Barclays Saudi Arabia is a Closed Joint Stock Company, {CMA License No.
09141-37). Registered office Al Falsaliah Tower, Level 18, Rivadh 11311, Kingdom of Saudi Arabia. Authorised and regulated by the Capital Market
Authority, Commescial Registration Number: 1010283024,

This material is distributed in Russia by 00O 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 matiers 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 (62 449 585, AFSL 246617} is distributing this material in Australia. It is directed at ‘'whelesale clients' as defined
by Austratian Corporations Act 2001.

IRS Circular 230 Prepared Materials Disclaimer: Barclays does not provide tax advice and nothing contained herein should be construied to be tax advice,
Please be advised that any discussion of US. 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 U.S. tax-related penalties; and (i) was written to support the promation or marketing of the transactions ar other
matters addressed herein. Accordingly, vou shouid seek advice based on your particular circumstances from an independent tax advisor.

© Copyright Barclays Bank PLC (2013). All rights reserved. No part of this publication may be reproduced in any manner without the prior written
permission of Barclays. Barclays Bank PLC is registered in England No. 1026167, Registered office 1 Churchill Place, Londan, £14 SHP. Additional information
regarding this publication will be furnished upon request.
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Atmos Energy
On Track to Meet Guidance

3Q Recap: ATO reported recurring EPS of $0.42, better than consensus of $0.37.
Year/year gains in the segment were attributable to colder weather, rate relief and rate
design changes whereby the company now receives a iarge portion of the revenue
through a base charge vs. a consumption fee. Regulated storage and transmission
generated $44 million, up 13% over the prior year period due to incremental
contribution from GRIP. At Nonregulated, asset optimizations had a number of storage
opportunities in 3Q12 that did not repeat this period while realized margins for gas
delivery, storage and transportation services reflected a decline in per-unit margins,
partially offset by higher throughput. The company declared a $0.35/share dividend.

Rate Cases Provide Tailwind: Since our last note, ATO has continued to make headway
on the regulatory front. The company received approval for its GRIP program in Texas
which allows for an increase in annual operating income of $26.7 million. YTD, rate
approvais representing annual operating income of ~$98 million have been approved.
The company also has six cases pending that target an additional ~$36 million of
operating income with plans to request for another $10 million by year-end.

Reaffirms EPS Guidance: The company reaffirmed its EPS guidance of $2.45-$2.55. We
are currently estimating a full-year number of $2.52, We raise our price target to $46.

ATO: Quarterly and Annual EPS (USD

N

e g | ol

Q1 0.61A  074A  074A  074A  N/A  N/A

Q2 1284  133E  125A 125A  N/A  N/A

Q3 0324  031E 0424 035A N/A  N/A

04 0.11A 0128 0J00E  0J4E  N/A  N/A

Year 2337 24BE  252E  250F  264F - 268F
P/E 19.0 75 165

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 a single factor in making their investment decision.

PLEASE SEE ANALYST(S) CERTIFICATION(S) AND IMPORTANT DISCLOSURES BEGINNING ON PAGE 4.
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Stock Rating EQUAL WEIGHT
Unchanged

Industry View NEUTRAL
Unchanged

Price Target usD 46.00

raised 15% from USD 40.00

USD44.24

Price (07-Aug-2013)

Potentiat Upside/Downside +4%
Tickers } ATO
Market Cap (USD mn) ' 4010
Shares Cutstanding (mn} . 90.64 .
Free Float (%) 99.00
52 Wk Avg Daily Volume {mn) 0.4
Dividend Yield (%) 3.2
Return on Equity TTM (%) 8.62
Current BYPS {USD} 28.09

Source: FactSet Fundamentals

Price Performance Exchange-NYSE

52 Week range USD 45,55-32.94
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Atmos Energy (ATO) ‘ ; : o Stock Rating: EQUAL WEIGHT

Income statement {$mn) . 2012A 2013E 2074E 2015E CAGR  Price (07-Aug-2013)} USD 44.24

EBITDA (ad) ' 685 736 772 824  63% PriceTarget USD 46.00

EBIT {adj) 446 503 529 569 85%  Why Equal Weight? Assets are heavily requlated and

Pre-tax income (adj) 305 372 399 417 11.0%  earnings are expected to grow in the mid-single digits

Net income (adj) 217 245 245 257 589%  each year. While the regulated Distribution and

EPS (adj) {$) 233 252 268  2.80 6.4% Pipelir.le segments gl)rovifje visible and steady growth,

Diluted shares (mn) 912 915 916 91.6 0.1% there is some volatility tied to the weak backdrop of

DPS ($) 138 140 142 144 14y (heunregulated segments.

Growth rates Average »U»vaggive’ - . -USD_ éS',GO

DA ) 0 3 26 asan 4 s e sy

EBIT (adj) growth (%) 61 127 5.3 6 49 storage. Our upside PT of $48 is based on an 18.0x

Net income {ad]) growth (%) 44 13.2 0.0 4.7 5.6 multiple applied to 2014e EPS of $2.68.

EPS {adj) growth (%) 15 8.2 6.2 4.7 5.1

DPS growth {%) 1.1 14 1.4 14 13 pownside case USEH 43.00
In the event that the visibility around rate relief

Balance sheet and cash flow ($mn) S CAGR  deteriorates, there could be a long lag for recotiping

Tangible fixed assets N/A - N/A N/A - N/A N/A  investment and growing rate base. Qur upside PT of

Cash and equivalents 64 29 38 53 -6.3%  $43is based an an 16.0x multiple applied to 2014e

Short and fong-term debt 2527 258 2836 3086 6.9%  EPSof $2.68.

Total liabilities N/A N/A N/A N/A N/A

Net debt/(funds) 2463 2,557 2,798 3,033 7.2%  Upside/Downside scenarios

Shareholders' equity 2,359 2,486 2,642 2,806 6.0% Price Mistary Price Target

Change in working capital -17 -6 0 0 N/A Prior 12 months Mext 12 months

Cash fiow from operations 587. . 588 561 589 0.1% High Upside

Capital expenditure 672 777 712 732 2.9%

Free cash flow 443 491 517 559 8.1% 48,00

Valuation and leverage metrics
P/E (ad}) (x)

190 175 165 158

EV/EBITDA (x) 94 89 8.8 8.5
Dividend yield (%) 31 3.2 3.2 33
Total debt/capital {%) 51.7 5186 51.8 524
Selected operating metrics N Low Downside
Gas prices ($/mcf) {$) 2.74 3.78 4.00 4,50
Ol prices {$/bbi} {$) 9602 9353 9200 $0.00
NGL ($/gal} ($) 116 094 .93 0.93
Frac spread ($/gal) ($) 092 060 057 053
Production volumes {000 cf) N/A - N/A N/A N/A
NGL sales {m bbls) N/A N/A N/A N/A
Processing volumes (mmbtu) N/A N/A N/A N/A
Rate base ($m) N/A N/A N/A N/A
Number of customers N/A N/A N/A N/A
Capital investment growth (%} 79 156 -8.4 28

Seurce: POINT. The scores are valid as of the date of this

report and are independent of the fundamental analysts'
views. To view the latest scores, click here.

Source: Company data, Barclays Research
Note: FY End Sep
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Reports 3Q Results

ATO reported recurring EPS of $0.42, better than our estimate of $0.31 and consensus of
$0.37. We note that our recurring EPS number excludes non-recurring and non-cash items
including mark-to-market derivative movements which generated a $0.06/share loss and a
30.06/share gain related to the sale of the company’s Georgia assets. ATO declared a
$0.35/share dividend.

The segment saw gross profit increase by $44.4 million year/year, primarily driven by a
previously approved rate changes in the Mid-Tex and West Texas divisions, rate design
changes and coider weather. As a reminder, the new rate design increased base charges
while decreasing consumption charges, resulting in a shift of margins to the third and
fourth quarters of the year. The company expects this factor will contribute an additional
$25-$30 million to margins during 4Q. The gain was partially offset by an $11.3 million
year/year increase in O&M expenses due to higher employee compensation, line locate
activity, and other costs. Regulated storage and transmissiont generated $44 million of
operating income, up 13% over the prior year period, due to incremental contribution tied
the CRIP filing that went into effect the beginning of this quarter. At Nonregulated, asset
optimizations decreased on a year/year basis as the company had a number of storage
opportunities in 3Q12 that did not repeat this period while realized margins for gas delivery,
storage and transportation services reflacted a decline in per-unit margins, partially offset
by higher throughput.

Regulatory Developments

Through 6/30, ATO has received rate relief totaling $98 million of annual operating income,
in line with the $90-$110 million range that the company estimated for the year. The largest
components of the YTD approvals include $42.6 million at Mid-Tex Cities and $26.7 million
from the APT GRIP program.

Looking forward, the company has & additional cases pending which represent ~$36 million
of operating income with plans to request another ~$10 million by year-end. None of these
cases are expected to become effective before the end of the company's current fiscal year.

Completes Sale of Georgia Assets

ATC completed the sale of substantially all of its natural gas distribution and related
nonregufated assets in Georgia. The company booked an after-tax gain on the sale of $5.3
million, ATO received $153 million of cash proceeds, which should help to offset the
increase in capex this year related to the ongoing APT Pipeline projects in Texas.

Raising Price Target to $46

Due to multiple expansion in the space, we raise our 12-month price target to $46, based
on 2014e EPS of $2.68 and shares trading at a multiple of 17.0x. Our prior price target of
$40 was predicated on 2014e EPS of $2.64 and a 15.0x muitiple.
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ANALYST(S) CERTIFICATION(S)

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,

The POINT® Quantitative Equity Scores (POINT Scores) referenced herein are produced by the firm’s POINT quantitative model and Barclays
hereby certifies that {1) the views expressed in this research report accurately reflect the firm's POINT Scores model and (2) no part of the firm's
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 affifiates (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: Barclays Research Compliance, 745 Seventh Avenue, 17th Floor, New York, NY 10019 or refer to http.//publicresearch.barclays.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 Barclays Statement regarding Research Dissemination Policies and  Procedures, please refer to
https://live.barcap.com/publicep/RSR/ nyfipubs/disclaimer/disclaimer-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, 07-Aug-2013, USD 44.24), Equal Weight/Neutral, C/D/)/L/0

Disclosure Legend:

A: Barclays Bank PLC and/or an affiliate has been lead manager or co-lead manager of a publicly disclosed offer of securities of the issuer in the
previous 12 months.

B: An employee of Barclays Bank PLC and/or an affiliate is a director of this issuer.
C: Barclays Bank PLC and/or an affiliate is a market-maker and/or liquidity provider in securities issued by this issuer or one of its affiliates.
D: Barclays Bank PLC and/or an affiliate has received compensation for investment banking services from this issuer in the past 12 months,

E; Barclays Bank PLC and/or an affiliate expects to receive or intends to seek compensation for investment banking services from this issuer
within the next 3 months. ’

F: Barclays Bark PL.C and/or an affiliate beneficially owned 1% or more of a class of equity securities of the issuer as of the end of the month prior
to the research report's issuance.

G: One of the analysts on the coverage team (or a member of his or her household) owns shares of the common stock of this issuer.

H: This issuer beneficially owns 5% or more of any class of common equity securities of Barclays Bank PLC,

I: Barclays Bank PLC and/or an affiliate has a significant financial interest in the securities of this issuer.

J: Barclays Bank PLC and/or an affiliate trades regularly in the securities of this issuer.

K: Barclays Bank PLC and/or an affiliate has received non-investment banking related compensation from this issuer within the past 12 months.
L: This issuer is, or during the past 12 months has been, an investment banking client of Barclays Bank PLC and/or an affiliate,

M: This issuer 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.

N: This issuer is, or during the past 12 months has been, a non-investment banking client {nen-securities related services} of Barclays Bank PLC
and/er an affiliate.

O: Barclays Capital Inc., through Barclays Market Makers, is a Designated Market Maker in this issuer's 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.

P: A partner, director or officer of Barclays Capital Canada Inc. has, during the preceding 12 months, provided services to the subject company for
remuneration, other than normal course investment advisory or trade execution services,
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IMPORTANT DISCLOSURES CONTINUED

Q: The Corporate and Investment Banking division of Barclays Bank PLC, is a Corporate Broker to this issuer.

R: Barclays Capital Canada inc. and/or an affiliate has received compensation for investment banking services from this issuer in the past 12
months.

S: Barclays Capital Canada Inc. is a market-maker in an equity or equity related security issued by this issuer.

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, hotd 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 expecied 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. (CAS) Atmeos Energy (ATO} Cheniere Energy (LNG)
Enbridge Inc. (ENB.TO) Energen Corp. (EGN) EQT Corporation (EQT)
Kinder Morgan Inc. {(KM!) Macquarie Infrastructure Co., Llc. (MIC) MDU Resources Group (MDU)
National Fuel Gas (NFG) New Jersey Resources (NjR) ONECK Inc. (OKE)

Piedmont Natural Gas Co. {PNY) Questar Corp. {(STR} Southwest Gas Corp. (SWX)
Spectra Energy Corp. (SE} Targa Resources Corp, {TRGP) WCL Holdings (WGL}

Williams Cos. (WMB)

Distribution of Ratings:
Barclays Equity Research has 2400 companies under coverage.

44% have been assigned an Overweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Buy rating; 51% of
companies with this rating are investment banking ctients of the Firm,

41% have been assigned an Equal Weight rating which, for purposes of mandatory regulatory disclosures, is classified as a Hold rating; 47% 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 Barciays 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.

Guide to the POINT® Quantitative Equity Scores:
The POINT Quantitative Equity Scores {POINT Scores) are based on consensus historical data and are independent of the Barclays fundamental
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IMPORTANT DISCLOSURES CONTINUED

analysts’ views. Each score is composed of a number of standard industry metrics,

A high/low Value score indicates attractive/unattractive valuation, Measures of value include P/E, EV/EBITDA and Free Cash Flow.
A high/low Quality score indicates financial statement strength/weakness. Measures of quality inciude ROIC and corporate defauit probability,
A high/low Sentiment score indicates bullish/bearish market sentiment. Measures of sentiment include price momentum and earnings revisions.
These scores are valid as of the date of this report. To view the latest scores, which are updated monthly, click here.
For a more detalled description of the underlying methodology for each score, please click here.

Barclays offices involved in the production of equity research:

tondon

Barclays Bank PLC (Barclays, London)

New York

Barclays Capital Inc. (BCI, New York)

Tokyo

Barclays Securities Japan Limited (B8SIL, Tokyo)

Sac Paulo

Banco Barclays S.A. (BBSA, Sio Paulo)

Hong Kong

Barclays Bank PLC, Hong Kong branch (Barclays Bark, 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, S.A. (BBMX, Mexico City)

Taiwan

Barclays Capital Securities Taiwan Limited (BCSTW, Taiwan)

Seoul

Barclays Capitai Securities Limited (BCSL, Seoul)

Mumbai

Barclays Securities (india} Private Limited (BSIPL, Mumbai)

Singapore

Barclays Bank PLC, Singapore branch (Barclays Bank, Singapare)
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Atmos Energy (ATO) Stock Rating industry View
USD 44.24 (07-Aug-2013) EQUAL WEIGHT NEUTRAL

TR T A
: Date Closing Price Rating * Price Target
| 07-Feb-2013 37.73 40.00
10-Aug-2012 36.94 36.00
05-Aug-2011 31.33 34.00
21-Mar-2011 33.90 35.00
26-fan-2011 33.02 32.00
*The rating for this security remained Equal Weight during the relevant
period.

T T v
Bp-2011 Bl-2011 &n-2012 Jul-20%2 Jn-2013 Li-2013

---- Closing Price &  Target Frice

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.
I: Barclays Bank PLC and/or an affiliate trades regularly in the securities of Atmos Energy.

L: Atmas Energy Is, or during the past 12 months has been, an investment banking client of Barclays Bank PLC and/or an affiliate.

O: Barclays Capital Inc., through Barclays Market Makers, is a Designated Market Maker in Atmos Energy stack, which is listed on the New York
Stack 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 $46 is predicated on shares trading at 17.0x our ‘14 EPS estimate of $2.68.

Risks which May Impede the Achievement of the Barclays Research Price Target: Atmos Energy is an interest rate sensitive investment, ATC'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 utifity 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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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 alf warranties
of merchantability or fitness for a particufar 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 by 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 thekr respective officers,
directors, partners, or employees have any liability for (a} any special, punitive, indirect, or consequential darmages; or {b} any lost profits, lost revenue, loss of
anticipated savings or loss of oppertunity 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 befieves to
be refiable, but Barclays does not represent or warrant that it is accurate or complete. Barclays is not responsible for, and makes no warranties whatscever 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 opiniens 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 result 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
reflected. 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 Article 19
of the Financial Services and Markets Act 2000 (Financtal Promotion) Order 2005. It is directed at, and therefore should only be relied upon by, persons who
have professional experience in matters refating to investments. The investments to which it relates are avallable only 1o such persons and will be entered
into only with such persons. Barclays Bank PLC is authorised by the Prudential Regulation Autharity and regulated by the Financial Conduct Authority and
the Prudential Regulation Authority and is a member of the London Stock Exchange,

The Corporate and Investment Banking division of Barclays undertakes U.S. securities business in the name of its wholly owned subsidiary Barclays Capital
Inc.,, a FINRA 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 U.S. at 745 Seventh Avenue, New York, New York 10079,

Non-U.S. 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 381 066 281} is regulated by the Autorité des marchés financiers and the
Autorité de contrdle 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 of IROC (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 requlated 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, investraent, trading, tax, legal, accounting, retirement, actuarial
or other professional advice or service whatsoever, Any South African person ar 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, Cauteng 2196, Absa Capital is an affiiiate of
Barclays.

In lapan, 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 fapan Limited. Barclays Securities Japan Limited is a joint-stock company incorporated in Japan with
registered office of 6-10-1 Roppongi, Minato-ku, Tokyo 106-6131, Japan. [t is a subsidiary of Barclays Bank PLC and a registered financial instruments firm
regulated by the Financial Services Agency of japan. Registered Number: Kanto Zaimukyakucho (kinsho) No. 143

Barclays Bank PLC, Hong Kong Branch is distributing this material in Hong Kong as an authortsed institution regulated by the Hong Kong Monetary
Authority. Registered Office: 41/F, Cheting Kong Center, 2 Queen's Road Central, Hong Korg.

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 written consent of Barclays.

This material is distributed in South Korea by Barclays Capital Securities Limited, Seoul 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: 208 | Ceejay House } Dr. Annie Besant Road | Shivsagar Estate | Worli | Mumbai - 400 018 | India, Phone: + 91 22
67196363). Cther 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 fiir Finanzdienstleistungsaufsicht {BaFin).
This material is distributed in Malaysia by Barclays Capital Markets Malaysia Sdn Bhd.

This material is distributed in Brazil by Banco Barclays S.A.

This material is distributed in Mexico by Barclays Bank Mexico, S.A.

Barciays Bank PLC in the Dubai Intemational Financial Centre {(Registered No. 0060} is regulated by the Dubai Financial Services Authority (DFSA). Principal
place of business in the Dubat International Financial Centre: The Gate Village, Building 4. Level 4, PO Box 506504, Dubal, United Arab Emirates. Barclays
Bank PLC-DIFC Branch, may only undertake the financial services activities that fall within the scope of its existing DFSA licence. Related financial products or
services are only avaifable to Professional Clients, as defined by the Dubai Financial Services Authority.
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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, Dubaj
City) and Abu Dhabi (Licence No.: 13/952/2008, Registered Office: Al azira 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 requlated activities that fall within the scope of its existing QFCRA licence. Principal place of business in Qatar:
Qatar Financial Centre, Office 1002, 10th Floor, QFC Tower, Diplomatic Area, West Bay, PO Box 15891, Doha, Qatar. Related financial products or services
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e Good 1Q13, high end of ’13 guidance emphasized
On Wednesday after market close, ATO reported FY1Q13 adjusted diluted EPS
of $0.74 versus the BofAML estimate of $0.80 and consensus of $0.77. Atmos
Pipeline Texas results benefitted from GRIP filings approved in 2012 aithough
Distribution results were impacted by recent rate design changes. ATO reiterated
its FY 13 diluted EPS guidance range of $2.40-2.50 and pointed to the higher end
of the guidance range, which is consistent with the BofAML estimate of $2.50.
ATO’s 1Q13 declared dividend of $0.35 ($1.40 annualized) represents a 1.4%
increase over 4Q12/1Q12, respectively, in-line with the BofAML. estimate.

Updating ’13 ests for GA sale, Mid-Tex rate design changes
ATO now expects its pending $141mn sale of substantially ali of its gas
distribution assets located in Georgia to close in FY3Q13. We view this
transaction positively as it further simplifies ATO’s asset base. We are slightly
adjusting quarterly 2013 estimates to incorporate asset sale timing as well as Mid-
Tex rate design changes effective 1 January 2013. These rate design changes
are expected to reduce the seasonality of ATO’s earnings stream and cause a
shift in margins out of the first and second fiscal quarters and into the third and
fourth fiscal quarters.

PO to $40; reiterate Buy on attractive rate base growth

We are maintaining full-year 2013/14 EPS estimates and infroduce a 2015 EPS
estimate of $2.80. We raise our PO to $40 {from $38) based on a ~14x muitiple
on our 2015 EPS estimate. We think ATQ’s valuation discount o peers should
continue tc narrow as ATO executes on its plans for rate base growth at an &-
8.5% CAGR through 2016. ATO plans to spend close to $800mn annually through
2016 and ATO's relatively progressive regulatory regime should reduce the lag in
rate recovery from planned capital spending. We aisc view recently announced
asset sales as proof that ATO’s acquisitive days are behind it, which is also
supportive of a higher valuation, in our view.

CASE NO. 2013-00148
ATTACHMENT 2
TO OAG DR NQ. 1-183

Price Objective

BUY

Stock Data

Price us$3zr73
Price Qbjective US340.00
Date Established 7-Feb-2013
Investment Opinion AT
Volatility Risk LOW
52-Week Range US$30.39-37.94
Mrkt Vat / Shares Out {mn) US$3,415/905
BofAML Ticker / Exchange ATO/NYS
Bloomberg / Reuters ATO US/ATON
ROE (2013E) 8.1%
Total Dt to Cap (Jun-2012A) 50.8%

£st, 5-Yr EPS / DPS Growth

EE Key Changes

6.0%/1.5%

Estimates {Sep)
{Us$} 2011A 2012A  2013E  2014E  2015E
EPS 2.31 2.36 250 2.65 2.80
GAAP EPS 2.27 210 2.71 265 2.80
EPS Change (YoY) 5.0% 22% 5.9% 6.0% 57%
Consensus EPS (Bloomberg) 242 259 2.76
DPS 1.36 1.38 1.40 142 1.44
Valuation (Sep)

2011A  2012A  2013E  20M14E  2015E
PIE 16.3x §6.0x 15.1x 14.2x 13.5x
GAAP PIE 16.6x 18.0x 13.9x 14.2x 13.5x
Dividend Yield 3.6% 37% 37% 38% 38%
EV /EBITDA* 11.9% 12.3x 10.7x 10.1x 9.8x
Fres Cash Flow Yield* -1.2% 4.3% 9.2% 3.5% 4.0%

* For full definitions of i@method ™ measures, see page 6.

{Uss) Previous Current
Price Obi. 38400 40,00
2015E EPS NA 2.80
2013E EBITDA (m) 7578 770.2
2014E EBITDA (m) 314 809.8
2015E EBITDA (m) NA 835.1

BofA Merrill Lynch does and seeks to do business with companies covered in ifs 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 o Definitions on page 4. t1xs1ss
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iQprofile” Atmos Energy

iQmethod * ~ Bus Performance®

Atmas Energy

(US$ Millions} 2011A 2012A 2013E 2014E 2015E
Return on Capitat Employed 4.4% 4.4% 4.6% 4.7% 47%
Return on Equity 9.3% 9.1% 9.1% 9.2% §.3%
Operating Margin 10.2% 13.0% 16.7% 15.7% 15.1%
Free Cash Flow (40 (146) {316} 119 138
iQmethod ™ - Quality of Earnings®
{US$ Millions) 2011A 2012A 2013E 2014E 2015E
Cash Realization Ratio 2.8x 2.7x 2.1x 2.5% 2.4x
Asset Replacement Ratio 2.7x 3.1x 3.2x 1.9x 1.8%
Tax Rate 36.4% 33.8% 37.5% 37.8% 37.8%
Net Debt-to-Equity Ratio 101.2% 104 4% 11.1% 106.7% 101.6%
interest Cover 2.9x 3.2x 36x 3.2 3.3x
Income Statement Data (Sep)
(US$ Millions) 2011A 2012A 2013E 2014E 2015E
Sales 4,348 3,438 3,131 3,567 3.877
% Change 9.2% -20.9% 8.9% 13.9% 8.7%
Gross Profit 1,327 1,324 1432 1,486 1,526
% Change -2.8% -0.3% 8.2% 3.8% 2.7%
EBITDA 690 669 770 810 835
% Change -2.2% -3.1% 15.1% 5.1% 3.1%
Net Interest & Other Income {1581) (141) (146) {176} (180)
Net income (Adjusted) 210 215 227 240 253
% Change 12% 2.5% 5.7% 5.8% 5.4%
Free Cash Flow Data {Sep]
(US$ Millions) 2011A 2012A 2013E 2014E 2015E
Net Income from Con Cperations (GAAP) 208 191 248 240 253
Depreciation & Amortization 227 238 245 248 248
Change in Working Capital (26) (3} (1860} 0 0
Deferred Taxation Charge "7 104 139 M 117
Other Adjustments, Net 59 a7 4 0 0
Capital Expendifure (623) (733) {790) (480) (480}
Free Cash Flow -40 146 -316 119 138
% Change NM  -263.8%  -116.2% NM 16.5%
Balance Sheet Data (Sep)
{US$ Millions) 2011A 2012A 2013k 2014E 2015E
Cash & Equivalenis 131 84 40 30 38
Trade Receivables 273 235 501 501 501
Other Current Assets 606 529 539 539 539
Property, Plant & Equipment 5,148 5476 5,869 8,101 6,334
Other Non-Current Assets 1,124 1,192 1,204 1,204 1,204
Total Assets 7,283 7,496 8,153 8,376 8,616
Short-Term Debt 209 571 856 856 856
Other Current Liabifities Y 705 814 814 814
Long-Term Debt 2,206 1,956 1,956 1,956 1,856
Qther Non-Current Liabilities 1,954 1,904 2,032 2,143 2,260
Total Liabilities 5,027 5136 5,659 5,769 5,887
Total Equity 2,255 2,359 2,495 2,607 2,730
Total Equity & Liabilities 7,283 7,486 8,183 8,376 8,616

* For Tult definifions of iQmethod = measures, see page 6.
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Company Description

Atmas Energy Corporation (ATC) is a nafural gas
transmission and distribution company
headquartered in Dallas, Texas. Operations are
divided between three segmenis: Natural Gas
Distribution, Reguiated Transmission & Storage,
and Nonregulated, The Distribution segment
distributes gas to approximately 3mn customers in &
states jocated in the South, Southeast and Midwest.

investment Thesis

ATOs pian to grow its rate base at a peer-leading
CAGR over the next few years augurs for a re-
rerating of ATO among ifs gas utility peers, in our
view. We see ATOs current valuation discount o
peers as undeserved considering forecasted rate
base growth, a strong balance sheef, more
progressive regulatory regime, and management
posture of remaining conservative wilh prospective
acquisitions.

Stock Data
Average Daily Volume 456,792
Quarterly Earnings Estimates

2012 2013
Qi 0.61A 0.74A
Q2 1.28A 0.84E
Q3 0.32A NA
Q4 0.16A NA
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Exhibit 1: ATO 1Q13 earnings summary

Atmos Energy
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Earnings Summary
{$ in millions, except for per unit dat)

Lower due Ip recentrate design changes
Beneitied from GRIP flings
Impacted by warmer weather

_ Discontinued ops assoclated with GA

1Q13 112
Expected  Actual DBiff, Commenis

Natural Gas Distribution 118.0 108.1 8.9) 108.4

Reguiated Transmission and Storage 30.7 320 1.3 284

Nonregulated 8.7 13.8 5.1 7.7

Eiminafons 00 00 L L
"Operating Income 1574 154.9 (24 4447 T
Misc. income {expense) 0.4 0.7 0.3 {1.9)

Intereston LTD N 404 305 (9.9} 3%4
“Eamnings Before Taxes  117.3 1254 78 1074

income Taxes 46.0 478 1.8 413
" Earnings Before Extraordinary Items 724 713 53 658

Extaordinary Gain / {Loss) (netofax) 00 a3 2y
"GAAP Net Earnings to Common Stock 724 805 84 e85 -
Adusmens 00 (130)  (80)  (180)  MTMadjsimens
" Adjusted Net Income X 1A (46 555 o
Earnings per share (GAAP)

Diuted $0.80 $0.88 $0.08 $0.75

Earnings per share {Recurring}

Diuted $0.80 $0.74 (0.06) $0.61

Weighted average shares outstanding

Diuted 0.3 91.3 1.0 90.5

Cash dividends declared per share $0.35 $0.35 $0.60 $0.35

Source: Company reporis. BofA Merrill Lynch Global Research analysis
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Atmos Energy

Price objective basis & risk

Atmos Energy (ATO)

Our $40 PO is largely based on a targeted 14x 2615E EPS, which would imply
that ATO should trade at a slight discount o peers. The company offers an
attractive dividend yield and low P/E 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 2015 should be driven by recent rate cases which should improve the
ability fo 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 ifs 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. |
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 rat Compan
8u

Access Midstream Partners LP
Atlas Pipeline Partners, L.P.
Atmos Energy

Buckeye Partners

Crosstex Energy, L.P.

DCP Midstream

Delek Logisfics

Eagle Rock Energy Partners, L.P.
Energy Trans

Energy Transfer

Enterprise L.P.

EQT Midstreamn Parlners LP
Exterran

ACMP ACMP US Gabe Moreen
APL APL US Derek Walker
ATC ATOUS Gabe Moreen
BPL BPL US Gabe Moreen
XTEX XTEX US Gabe Moreen
DPM DPM US Gabe Mereen
DKL DKL US Cathieen King
EROC EROCUS Gabe Moreen
ETE ETE US Gabe Moreen
ETP ETP US Gabe Moreen
EPD EPD US Gabe Moreen
EQM EQMUS Gabe Moreen
EXLP EXLP US Gabe Moreen

15 P Atrnos Enes




CASE NO. 2013-00148
ATTACHMENT 2
s TO OAG DR NO. 1-183

Bankof America %%

Merrill Lynch Atmos Energy
07 February 2013

US - Natural Gas Coverage Cluster

Investment rating Company BofA Merrill Lynch ticker Bloomberg symbol  Analyst
Genesis Energy, LP. GEL GELUS Gabe Moreen
inergy L.P. NRGY NRGY US Gabe Moreen
Inergy Midstream, L.P. NRGM NRGM US Gabe Moreen
Kinder Morgan KMR KMR US Gabe Moreen
Markwest Energy Partners L.P. MWE MWE US Gabe Moreen
MPLXLP MPLX MPLX US Cathigen King
Plains AA PAA PAAUS Gabe Moreen
Regency Energy Partners LP RGP RGP US Gabe Moreen
Spectra Energy Sk SEUS Gabe Moreen
Summit Midstream Partners, |.P SMLP SMLPUS Gabe Moreen
Sunoce Logistics SXL SXLUS Gabe Moreen
Susser Petroleum Pariners LP SUSP SUSP US Gabe Moreen
Targa Resources NGLS NGLS US Gabe Moreen
TC PipeLines LP TCP TCPUS Gabe Moreen
Teekay Offshore 700 ToOUS Gabe Moreen
Tesoro Logistics LP TLLP TLLP US Cathleen King
TransMontaigne Pariners L.P. TP TLP US Gabe Moreen
Western Gas Partners, LP WES WES US Gabe Moreen
Williams Pariner WPZ WPZUS Gabe Moreen
AGL Resources Inc. GAS GAS US Gabe Moreen
American Midstream LP AMID AMID US Gabe Moreen
CorEnergy Infrastructure Trust, Inc CORR CORRUS Gabe Moreen
Crosstex Energy, Inc. XTXI XTXIUS Gabe Moreen
Enbridge Energy EEP EEP US Gabe Moreen
Enbridge Energy EEQ EEQUS Gabe Moreen
Global Partners LP GLP GLP US Gabe Moreen
Kinder Morgan LP KMP KMP US Gabe Moreen
Kinder Morgar, Inc, KMi KMi US Gabe Mareen
Magelian Mid MMP MMP US Gabe Moreen
QOiltanking Partners LP OlLT OILT US Cathleen King
PAA Natural Gas Storage PNG PNG US Gabe Morsen
PVR Partners, L.P. PVR PYR US Gabe Moreen
Suburban Propane Partners L.P. SPH SPH US Gabe Moreen
Targa Resources Corp. TRGP TRGP US Gabe Moreen
Vectren Cor WC WC US Gabe Moreen
AmeniGas Pariners L.P. APU APU US Gabe Moreen
Boardwalk Pipeline BWP BWP US Gabe Moreen
Crestwood Midstream Partners LP CMLP CMLP US Gabe Moreen
El Pase Pipeline EPB EPB US Gabe Moreen
Ferreligas Partners L.P. FGP FGP US Gabe Moreen
Holly Energy Par HEP HEP US Gabe Moreen
Kayne Anderson Energy Development Co. KED KED US Gabe Moreen
New Jersey Resources Corporation NJR NJRUS Gabe Moreen
Northwest Natural Gas Co. NWN NWN US Gabe Moreen
Nustar Energy LP NS NS US Gabe Moreen
Nustar GP NSH NSH US Gabe Moreen
ONEOK Partners OKS OKS US Gabe Moreen
Piedmont Natural Gas PNY PNY US Gabe Moreen
Southwest Gas SWX SWX US Gabe Moreen
Speclra Energy SEP SEP US Gabe Moreen
WGL Holdings, Inc. WGL WGLUS Gabe Moreen
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Atmos Energy

iQmethod™ Measures Definitions
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Business Performance

Return On Capital Employed

Retumn On Equity
Operating Margin
Earnings Growth
Free Cash Flow

Quality of Earnings
Cash Realization Ratio
Asset Replacement Ratic
Tax Rate

Net Debt-To-Equity Ratic
Interest Cover
Valuation Toolkit
Price / Earnings Ratio
Price f Book Value
Dividend Yield

Free Cash Flow Yield
Enterprise Value / Sales

EV/EBITDA

Numerator

NOPAT = (EBIT + interest Income) * {1 - Tax Rate} + Goodwill
Amortization

Net Income

Operating Profit

Expected 5-Year CAGR From Latest Acfual

Cash Flow From Operations — Total Capex

Cash Flow From Cperations

Capex

Tax Charge

Net Debt = Total Debt, Less Cash & Equivalents
EBIT

Current Share Price

Current Share Price

Annualised Declared Cash Dividend

Cash Flow From Operafions - Total Capex

EV = Current Share Price * Cutrent Shares + Minority Equity + Net Debt
+Other LT Liabilities

Enterprise Value

Denominator

Totat Assets — Current Liabilities + ST Debt + Accurulated Goodwll
Amortization

Shareholders’ Equity

Sales

N/A

N/A

Net income
Depreciation
Pre-Tax Income
Total Equity
Interest Expense

Ciluted Eamings Per Share (Basis As Specified}
Shareholders’ Equity / Current Basic Shares

Current Share Price

Market Cap. = Current Share Psice * Current Basic Shares
Sales

Basic EBIT + Depreciation + Amortization

idmethod**is Ine set of BofA Merrill Lynch standard meastires that serve to maintain global consistency under three broad headings: Business Performance, Qually of Eamings, and validations. The key features of iQmethod are: A consistently
structired, oetailed, and fransparent mefhodology. Guidelines to maximize {he effectivenass of the comparative vaiuation process, and to iklendify some commen pitfalis.
#Qdatabuase® is cur real-time global research dalabase thal is sotrced directly from our eguity analysts' eamings medels and incudes forecasled as well as historical data for income statements, balance sheets, and cash flow statements for

companies covared by BofA Merrill Lynch.

iQprofile ™, iQmethod™ are service marks of Memill Lyach & Co., Inc.iQdatabase s a registered service mark of Meri! Lynch & Co., Ing.
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Important Disclosures

ATQ Price Chart

1-FebN 13-8pr 17-May B
Morgen PO:US$H34 PO:USH37?
PO:US%3O )

0 13}:,6!] zsnsmsizinzsneeens ez o nzia . e P
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g e e e 1«Jan13
ATO

B :Buy, N:Neutal, U Undeperforn, PO : Price objective, NA : No fonger valid, NR: No Rating
The Investment Cpinion System is contained at the end of the report under the heading "Fundamental Equity Opinion Key™. Dark grey shading indicates the security is restricted with the opinicn suspended. Medium grey shading indicates the
security is under reviaw with the opinion withdrawn. Light grey shading indicates the security is not covered. Chart is cument as of January 31, 2013 or such laler date as indicated,

Investment Rating Distribution: Utilities Group {as of 01 Jan 2013)

Coverage Universe Count Percent Inv. Banking Relationships® Count Percent
Buy 66 48.53% Buy 35 51.40%
Neutral 26 19.12% Neutral 17 73.91%
Sell 44 32.35% Sell 25 64.10%
Investment Rating Distribution: Global Group {as of 01 Jan 2013)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 1961 49.47% Buy 1299 71.85%
Neutral 1013 25.55% Neautral 840 70.18%
Sell 990 24.97% Seft 543 59.15%

* Companies that were investment banking clients of BofA Merri#i Lynch or one of its affiliates within the past 12 menths. For purposes of this distribution, a stock rated Underperform is
included as a Seff.

FUNDAMENTAL EQUITY OPINION KEY: Opinions inciude a Volatility Risk Rating, an Investment Rafing and an Income Rating. VOLATILITY RISK
RATINGS, indicators of potential price fluctuation, are: A - Low, B - Medium and C - High, INVESTMENT RATINGS refiect the analyst's assessment of a
stock’s: (i} absolute fotal return potential and {ii} altractiveness 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 tofal return of af least 10% and are the most aftractive stocks in the coverage cluster;
2 - Neutrat 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 tabie below). The current price objective for a stock should be referenced fo better
understand the tofal 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 date of Initial rating) Ratings dispersion guidelines for coverage cluster*

Buy - > 10% < 70%
Neutral > 0% < 30%
Underperform N/A = 20%

* Ratings dispersions may vary from lime to fime where BofA Memill Lynch Research believes it better reflects the investment prospects of slocks in a Coverage Cluster.

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. Goverage 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 hitp:/fpricecharis.mi.com, or call 1-800-MERRILL to have them mailed.

MLPF&S or one of its affifiates acts as a market maker for the equity securities recommended in the report: Atmos Energy.

MLPF&S or an affiliate was a manager of a public offering of securities of this company within the last 12 months: Almos Energy.

The company is or was, within the Iast 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: Aimos Energy.

The company is or was, within the last 12 months, a non-securities business client of MLPF&S andfor one or mare of its affiiates: Aimos Energy.

MLPF&S or an affiiate has received compensation for investment banking services from this company within the past 12 months: 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.
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MLPFBS together with its affiliates beneficially owns one percent or more of the common stock of this company. i 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.

The company is or was, within the last 12 months, a securities business client {non-investment banking} of MLPF&S andfor one or more of its affiliates: Atmos
Energy. :

BofA Merrill Lynch Research personnet {including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overalt

profitability of Bank of America Corporatien, including profits derived from investment banking revenues.

Other Important Disclosures

Officers of MLPF&S or one or more of its affiliates (cther than research analysts) may have a financial interest in securities of the issuer(s) or in related
investments.

From time to time, research analysts may conduct site visits of companies under their coverage. BofA Merrill Lynch does not accept payment or reimbursement
from companies of fravel expenses incurred by research analysts in connection with site visits

BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http:/iwww.ml.com/media/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.

"BofA Merrill Lynch” and "Merrill Lynch™ are each global brands for BofA Merrill Lynch Giobal Research.

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 affitiates in the US (shorl name: legal name): Merrill Lynch
{France): Merrill Lynch Capital Markets (France) SAS; Merrill Lynch (Frankfurt): Merrili Lynch international Bank Ltd., Frankfurt Branch; Merrill Lynch (South Africa):
Merrill Lynch Soulh Africa (Pty) Ltd.; Merrili Lynch (Milan): Merrill Lynch International Bank Limited; MLI (UK): Merrill Lynch International; Merriff Lynch (Australia):
Merrill Lynch Equities (Australia) Limited; Merrill Lynch {Hong Kong): Merrill Lynch (Asia Pacific) Limiled; Merrill Lynch (Singapore). Merrill Lynch (Singapore) Pte
Lid.; Merrilt Lynch {Canada): Merill Lynch Canada inc; Merrifl Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de Bolsa; Merrill Lynch {Argentina); Merrill
Lynch Argentina SA; Merrill Lynch (Japan): Merrll Lynch Japan Securities Co., Ltd.; Merrill Lynch (Seoul}: Merrilt Lynch international [ncorporated (Secu! Branch);
Merrill Lynch {Taiwan): Merrli Lynch Securities (Talwan} Ltd,; DSP Merrill Lynch (India). DSP Merrill Lynch Limited; PT Merrill Lynch (Indonesia): PT Merrill Lynch
Indonesta; Merrill Lynch {lsrael): Merrifl Lynch Israel Limited, Merrill Lynch (Russia): OO0 Merril Lynch Securities, Moscow; Menill Lynch (Turkey 1.B.): Merrill Lynch
Yatirim Bank A.S.; Merrilt Lynch (Turkey Broker): Merrill Lynch Menkul Degerler A.S.; Merrill Lynch {Dubai): Merrili Lynch International, Dubai Branch; MLPF&S
(Zurich rep. office): MLPF&S Incorporated Zurich representative office; Mersill Lynch (Spain}: Merrill Lynch Capital Markets Espana, S.A.S.V.; Merrill Lynch (Brazil};
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This report may contain a short-term trading idea or recommendation, which highlights a spacific 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 a stock's fundamental equity rating, which reflects both a longer term total refurn expectation and attractiveness for invesiment 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 1he implementalion 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 restricling "shoriselling" in many jurisdictions. Investors are urged to seek
advice regarding the applicabitity 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 cugrency risk.

UK Readers: The prolections provided by the U.K. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated
by BofA Merrill Lynch enfities located outside of the United Kingdom. BofA Merrill Lynch Global Research policies refating fo confiicts of interest are described at
hitp:/fwww.mi.com/media/d 3347 . pdf.

Officers of MLPF&S or one or more of ifs 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 2 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 incansistent with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect
the different time frames, assumptions, views and analylical methods of the persons who prepared them, and BofA Merrill Lyneh is under no obligation to ensure that
stich other frading 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 contracied 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 {o act sclely 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 2013 Merrill Lynch, Pierce, Fenner & Smith Incorporated. Al 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 Merrili 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 whoie or in par, or in any form or manner, without the express written
consent of BofA Merrill Lynch. BofA Merrill Lynch Global Research reports are distributed simultaneously {o internal and clienl websites and other portals by BofA
Merrill Lynch and are not publicly-available materials. Any unautherized 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, esfimates 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, professionais in olher business areas of BofA Merrill Lynch, including investment banking personnet. BofA
Merrili Lynch has established information barriers between BofA Merrill Lynch Global Research and certain business groups. As a result, BofA Merrilt 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 {o issues of law relating fo the subject matter of this report. BofA Merrill Lynch Global Research persannel's knowledge of legal proceedings in which any
BofA Merrill Lynch entily 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 informatior: known to, professicnals in other business areas of BofA Merrill Lynch in connection with the legal proceedings or
matters relevant fo 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 behaif of the issuer{s). BofA Merrill Lynch Global Research policy prohibits research personnel from disclosing a recommendation, invesiment rating, or
invesiment thesis for review by an issuer prior to the publication of a research report containing such rating, recommendations or investment thesis.

Any information relating fo the tax status of financial instruments discussed herein is not infended 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 ax professional,

The information herein {olher than disclosure information relating to BofA Merrill Lynch and its affiliates) was obtained from various sources and we do not
guarantee ifs accuracy. This report may contain finks fo third-parly websites. BofA Merrilf Lynch is not responsibie 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 info
this report. The inclusion of a link in this repert does not imply any endorsement by or any affiliation with BofA Merrill Lynch. Access fo 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 Merril
Lynch is not responsible for such terms and privacy policies and expressly disclaims any lability for them.

Subject to the quiet pericd applicable under laws of the various jurisdictions in which we distribute research reports and other legal and BofA Merrill Lynch policy-
related resfrictions on the publication of research reports, fundamental equity reports are produced on a regular basis as necessary to keep the invesiment
recommendation current.

Certain outstanding reporits may contain discussions and/for investment opinions relating 1o securilies, financial instruments andfor 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 Resiricied 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 andfor financial instruments) to be suspended or withdrawn and should not rely on the analyses
and investment opinion{s) pertaining o 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 affitiates may not solicit purchases of securities or financial instruments that are
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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
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Revisiting estimates to incorporate recent developments

We are revisiting estimates to incorporate fiscal 2Q13 resuits, updated 2013
guidance, and cther developments. On 2 May 2013, ATO reported fiscal 2Q13
adjusted diluted EPS of $1.27 compared to the consensus estimate of $1.25 per
share. Atmos Pipeline Texas continues to be supported by GRIP filings approved in
2012 whiie Distribution resuits were impacted by recent rate design changes. ATO's
3Q13 declared dividend of $0.35/share ($1.40 annualized) represents a 0.0/1.4%
increase over 2Q13/3Q12, respectively, in-line with the BofAML estimate.

2013 guidance bump; we increase 2014/15 EPS estimates

In conjunction with reporting 2Q13 results, ATO raised adjusted EPS guidance to a Stock Data

range of $2.45-2.55 per share (from $2.40-2.50). We note guidance assumes: 1) Price US$4242
the higher end of the previously announced $90-110mn of approved increases in Price Objective US$45.00
operating income from rate execution, 2) $56-63mn margin contribution from non- Date Established 30-May-2013
regulated businesses, 3) $4-6/Mcf average gas cost, and 4) excludes a $0.07 per '""esltf“e“f Opinion AT
share benefit from the sale of distribution assets in GA. Despite higher guidance, \;gfmgkﬁige US$32 444:‘50:\21
our 2013E EPS of $2.50 remains unchanged. However, we increase our 2014/15E Mrkt Vai / Shares Out (mn) US$3,840I9&).5
EPS to $2.70/2.90 (from $2.65/2.80), respectively, driven by improved margin BofAML Ticker / Exchange ATO/NYS
outlook from rate execution in ATO's regulated businesses. Bloomberg / Reuters ATOUS/ATON
Rate base growth remains attractive; Increase PO to $45 R?E (Dzot?rz) 4202@
We raise our PO to $45 {from $40) based on a 15.5x multiple on our 2015 EPS EZ?;_\?[ Eopge;p[}(gdsagg‘lg:) 6.0% H:g‘}@

estimate. ATO continues to frade at a slight discount to peers, but this valuation gap
should continue to narrow as ATO executes on its plans for rate base growth at an

Key Chan
8-8.5% CAGR through 2016. We maintain a constructive view on ATO given its y ges

relatively progressive regulatory regime, which should reduce the lag in rate f’ifjc))bj. Prev;%%g Cu:; gé
recovery from planned capital spending and recent asset sales should help simplify 20M4E EPS 265 270
its structure. However, our enthusiasm for ATO is tempered by current gas utility 2015E EPS 280 250
secior valuations above historical averages, where we have difficulty seeing 2013E EBITDA {m) 7.2 7530
significant multipie expansion for the sector. We note a key risk is a continuation of 2014E EBITDA m) 8098 8124

2015 EBITDA {m) 835.1 8525

recent underperformance by the utility sector from interest rate fears.

% Estimates (Sep)

{us$) 2011A  20M12A 2013 Z2014E 2015E
EPS 231 2.36 2.50 2.70 2.90
GAAP EPS 2.27 210 2.71 2.70 2.90
EPS Change (YoY) 5.0% 2.2% 5.9% 8.0% 7.4%
Consensus EPS {Bloomberg) 2.51 2.65 2.80
DPS 1.38 1.38 140 1.42 144
Valuation (Sep)

2011A 20M2A 2013E 2014E 2015E
PIE 18.4x 18.0x 17.0x 16.7x 14.6x
GAAP P/E 18.7x 20.2x 15.7x 15.7x 14.6x
Dividend Yield 32% 3.3% 3.3% 3.3% 3.4%
EV/EBITDA* 12.5x 12.9% 11.5x 10.6x 10.1x
Free Cash Flow Yield* -1.0% -3.8% 5.0% 3.3% 4.0%

* For fult definitions of iQmethod ™ measures, see page 56.

BofA Merrill Lynch does and seeks to do business with companies covered in its research reports, As a result, investers 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 disctosures en page 6 to 8. Analyst Certification on Page 3. Price Objeci;ve BasisfRisk on page 3. Link to Deﬂnltlons on page 3. 11201402
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iQprofile” Atmos Energy

Company Description

iQmethod © - Bus Performance*

(US$ Millions) 2011A  2012A 2013 2014E  2015F Atmos Energy Corporation (ATO) s a natural gas
Return on Capital Employed 44%  44%  45%  A6% 8% transmission and distribution company

Return on Equity 9.3% 9.1% 9.0% 6.3% 9.5% headquartered in Dallas, Texas. Operations are
Operaling Margin 10.2% 13.0% 15 4%, 15.8% 15.4% divided between three segments: Natural Gas

Free Cash Flow {40} (146) {193) 128 154 Distribution, Regulated Transmission & Storage, and

Nenregulated. The Distribufion segment distributes
gas to approximately 3mn customers in 9 states

iQmerhod ™ — Quality of Earnings* ’ located in the South, Southeast and Midwest.
{US$ Millions) 2011A 2012A 2013E 2014E 2015E
Cash Realization Ratio 2.8x 27x 2.6 2.5 2.4x Investment Thesis
Asset Replacement Ratio 2.7 31x 3.2x 1.9x 1.9x ATOs plan to grow its rate base at a peer-leading
Tax Rale 36.4% 33.8% 37.2% 38.2% 38.1% CAGR over the next few years augurs for a re-
Net Debt-to-Equity Ratio 1012%  1044%  1077%  1030%  97.2% rerating of ATO among its gas utllty peers, in our
Interest Cover 2.5 3.2x 3.1 3.4x 34 view. We see ATOs current valuation discount to
peers as undeserved considering forecasted rate
base growth, a strong balance sheet, more
Income Statement Data (Sep) progressive regufatory regime, and management
{US$ Mitlions) 2011A 2012A 2013E 2014E 2015E posture of remaining conservative with prospective
Sales 4,348 3438 3,283 3,538 3.975 acquisitions.
% Change 9.2% -20.9% -4.2% 7.4% 12.4%
Gross Profit 1,327 1,324 1,460 1,506 1,554
% Change -28% -0.3% 10.3% 3.2% 3.2%
EBITDA 630 669 753 812 853 Stock Data
% Change ~2.2% -3.1% 12.5% 7.9% 4.9% Average Da“y Volume 465,364
Net Interest & Other Income (151) (141) (138) (1643 (175)
Net income {Adjusted) 210 215 228 245 263 Quarterly Earnings Estimates
% Change 3.2% 2.5% 8.1% 7.4% 1.4% 2042 2013
Q1 0.61A 0.74A
Q2 1.28A 1.27A
Free Cash Flow Data {Sep} Q3 0.32A 0428
[US$ Miliions) 20MA  2012A 2013 2014 20M5E Q4 0.16A NA
Net Income from Cont Operations {GAAP) 206 191 247 245 263
Depreciation & Amortization 227 238 243 252 252
Change in Working Capital {26} {3) {52} 0 ¢
Deferred Taxation Charge 117 104 140 111 119
Other Adjusiments, Net 59 57 8 0 0
Capital Expendilure (623) (733) {779) (480) (480)
Free Cash Flow -40 -146 -193 128 154
% Change NM -263.8% -32.5% NM 20.6%
Balance Sheet Data (Sep)
{US$ Millions) 2011A 2012A 2013E 2014E 2015E
Cash & Equivalents 131 64 13 22 46
Trade Receivables 273 235 486 486 486
Other Current Assets 606 528 451 451 451
Property, Plant & Equipment 5,148 5476 5833 8,061 5,289
Other Non-Current Assets 1,124 1,192 1,241 1,241 1,241
Total Assets 7,283 7,496 8,024 8,261 8,513
Short-Term Debt 209 571 283 293 293
Other Current Liabilities 659 708 694 894 694
Long-Term Debl 2,206 1,956 2456 2456 24856
Other Non-Current Liabilities 1,954 1,804 2,081 2172 2,291
Tolal Liabilities 5,027 5,136 5,493 5615 5,734
Total Equity 2,255 2,358 2,530 2,647 2,778
Total Equity & Liabilities 7,283 7,486 . 8024 8,261 8,513

* For full definitions of igmerhod* measures, see page 56.
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Price objective basis & risk

Atmos Energy (ATO)

Our $45 PO is largely based on a targeted 15.5x 20158 EPS, which would imply
that ATO should trade at a slight discount to peers. The company offers an
attractive dividend yield and low P/E 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 2015 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 {o cash flow pressure.

Link to Definitions
Energy

Click here for definitions of commonly used terms.

Analyst Certification

f, Gabe Moreen, hereby certify that the views expressed in this research report
accurately reflect my personal views about the subject securities and issuers. |
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

In;

Acce

Adlas Pipefine Pariners, |..P. Derek Walker
Atmos Energy Gabe Moreen
Buckeye Partners Gabe Moreen
Crosstex Energy, L.P. Gabe Moreen
DCP Midstream Gabe Moreen
Defek Logistics Gabe Moreen
Eagle Rock Energy Partners, L.P. ERCC US Gabe Moreen
Energy Trans ETEUS Gabe Moreen
Energy Transfer ETP US Gabe Moreen
Enterprise L.P. EPD US Gabe Moreen
EQT Midslream Partners LP EQM US Gabe Moreen
Exterran EXLP US Gabe Moreen
Genesis Energy, L.P. GEL US Gabe Moreen
inergy LP. NRGY US Gabe Moreen
inergy Midstream, L.P. NRGM US Gabe Moreen
Kinder Morgan KMR US Gabe Moreen
KNOT Offshore Partners, LP KNOP US Gabe Moreen
Markwest Energy Pariners L.P. MWE US Gabe Moreen
MPLX LP MPLXUS Gabe Moreen
Plains AA PAAUS Gabe Morsen
Spectra Energy SEUS Gabe Moreen
Suburban Propane Pariners L.P. SPHUS Gabe Moreen
Summit Midstream Partners, LP SMLP US Gabe Moreen
Sunoco Logistics SXLUS Gabe Moreen
Susser Petroleum Partners LP SUSP US Gabe Moreen
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investment rating Company
Targa Resources
TC Pipelines LP
Teekay Offshore
Weslern Gas Partners, LP

BofA Merrill Lynch

AGL Resources Inc.
American Midstream LP
CorEnergy Infrastructure Trust, Inc
Crosstex Energy, Inc.
Enbridge Energy

Enbridge Energy

Global Partners LP

Kinder Morgan LP

Kinder Morgan, Inc.

Magefian Mid

Oilfanking Pariners LP

PYR Parlners, L.P.

Regency Energy Partners LP
Targa Resources Corp.
Tesaro Logistics LP
TransMontaigne Pariners L.P.
Vectren Corp

Wiliams Partner

AmeriGas Partners L.P.

Boardwalk Pipeline

El Paso Pipeline Partners, L.P.
Ferellgas Partners L.P.

Holly Energy Par

Kayne Anderson Energy Development Co.
New Jersey Resources Corporation
Northwest Natural Gas Co.

Nustar Energy LP

Nustar GP

ONEOCK Partners

PAA Natural Gas Storage
Piedmont Natural Gas

Southwes! Gas

Spectra Energy

WOGL Holdings, Inc.

w

ticker Blsomberg symbol Analyst

NGLS NGLS US Gabe Moreen
TCP TCP US Gabe Moreen
TCO TOOUS Gabe Maoreen
WES WES US Gabe Moreen
GAS GAS US Gabe Moreen
AMID AMID US Gabe Moreen
CORR CORR US Gabe Moreen
XTXI XTXIUS Gabe Moreen
EEP EEP US Gabe Moreen
EEQ EEQUS Gabe Moreen
GLP GLP US Gabe Moreen
KMP KMP US Gabe Moreen
KMI KMIUS Gabe Moreen
MMP MMP US Gabe Moreen
QiLT OILTUS Gabe Moreen
PVR PYR US Gabe Moreen
RGP RGP US Gabe Moreen
TRGP TRGP US Gabe Moreen
TLLP TLLPUS Gabe Moreen
TP TLPUS Gabe Moreen
wWC WWC US Gabe Moreen
WPZ WPZ US Gabe Moreen
APU APU US Gabe Moreen
BWP BWP US Gabe Moreen
EPB EPB US Gabe Moreen
FGP FGP US Gabe Moreen
HEP HEP US Gabe Moreen
KED KED US Gabe Moreen
NJR NJR US Gabe Moreen
NWN NWN US Gabe Moreen
NS NS US Gabe Moreen
NSH NSH US Gabe Moreen
OKS OKS US Gabe Moreen
PNG PNG US Gabe Moreen
PNY PNY US Gabe Moreen
SWX SWX US Gabe Moreen
SEP SEP US Gabe Moreen
WGL WGL US Gabe Moreen
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Business Performance

Retun On Capital Employed

Retum On Equity
Operating Margin
Earnings Growth
Free Cash Flow

Quality of Earnings
Cash Realization Ratio
Asset Replacement Ratio
Tax Rate

Net Debt-To-Equity Ratio
interest Cover
Valuation Toolkit
Price / Earnings Ratic
Price { Book Vaiue
Dividend Yield

Free Cash Flow Yield
Enterprise Value / Sales

EV/EBITDA

Numerator

NOPAT = (EBIT + Inferest income) * {1 - Tax Rate) + Goodwill
Amartization

Net Income

Operating Profit

Expected 5-Year CAGR From Latest Actual

Cash Flow From Operations — Total Capex

Cash Flow From Operations

Capex

Tax Charge

Net Debt = Total Debt, Less Cash & Equivalents
EBIT

Cumrent Share Price

Current Share Price

Annualised Declared Cash Dividend

Cash Flow From Operations — Total Capex

EV = Current Share Price * Current Shares + Minority Equity + Net Debt
+ Other LT Liabilities

Enterprise Value

Denominator

Total Assets — Current Liabilities + ST Debt + Accumulated Goodwilt
Amortization

Shareholders’ Equity

Sales

NIA

NIA

Net Income
Depreciation
Pre-Tax Income
Total Equity
Interest Expense

Difuted Eamings Per Share (Basis As Specified)
Shareholders' Equity / Current Basic Sharss

Current Share Price

Market Cap. = Current Share Price * Curren{ Basic Shares
Sales

Basic EBIT + Depreciation + Amortization

imethed ™ the sel of BofA Meri Lynch stardard measures thal serve to maintain global consistency under three broad keadings: Business Performance, Quality of Earnings, and validalions. The key features of iQmethod are: A consistently
struciured, detailed, and transparent melhodology. Guidelinas to maximize the effectiveness of the comparative valualion process, and lo identify some common pitfalls.
iQdatabase® is our reaktime global research database that is sourcett direcliy from our equily ansiysis’ eamings models and includes forecasled as wall as historical data for income statements, balance sheets, and cash flow statsments for

companies covered by BofA Merill Lynch.

iOprofile™, imethod™ are seivice marks of Merrill Lynch & Co., InciQdainbase “is a registared service mark of Merrill Lynch & Co., Inc.
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ATQ Price Chart
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B Buy, N:Neulral, U: Underperfomn, PO : Price objective, NA : No longer valid, NR: No Rating
The Invesiment Opinion System is contained af the and of the report under the heading "Fundamenlal Eguity Opinion Key™, Dark grey shading indicales [he security is resiricled with the opinion suspended. Medium grey shading indicates the
sectily s undsr raview with the opinion withdrawn, Light grey shadirg indicates the securily is not covered. Chartis cumrent as of April 30, 2013 or such faler date as indicated,

Investment Rating Distribution: Utilities Group {as of 31 Mar 2013)

Coverage Universe Count  Percent Inv. Banking Relationships* Count  Percent
Buy 52 48.15% Buy 36 69.23%
Neutral 25 23.15% Neutral 18 72.00%
Sell 31 28.70% Sell 25 80.85%
Investment Rating Distribution: Gicbal Group {as of 31 Mar 2013)

Coverage Universe Count Percent inv. Banking Relationships® Count Percent
Buy 1877 49.32% Buy 1226 73.11%
Neutral 826 24.29% Neutral 600 72.64%
Sell 897 26.38% Sell 570 63.55%

* Companies {hat were investment banking clients of BofA Merrill Lynch or one of its affiliates within the past 12 months. For purposes of this distribution, a stock rated Underperform is
included as a Sell.

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating. VOLATILITY 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 refurn 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 fotal 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).

Investment rating  Total return expectation {within 12-month period of date of initial rating) _Ratings dispersion guidelines for coverage cluster”
Buy z10% < 70%
Neutral = 0% < 30%
Underperform N/A = 20%

* Ralings dispersions may vary from fime fo time where BofA Merrill Lyneh Research befieves it better reflects the investment prospects of stacks in a Coverage Cluster.

INCOME RATINGS, indicaiors of potential cash dividends, are: 7 - same/higher {dividend considered {o be secure), 8 - sameflower {(dividend not
considered to be secure} and 9 - pays ne cash dividend. Coverage Cluster is comprised of stocks covered by a single analyst or fwo or more analysts sharing
a commen 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 http://pricecharts.mi.com, or calf 1-800-MERRILL fo 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.

MLPF&S or an affiliate was a manager of a public offering of securities of this company within the last 12 months: Atmos Energy.

The company is or was, wilhin the last 12 months, an investment banking chient of MLPF&S andfor one or more of its affffiates: 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: Almos Energy.

The company is or was, within the last 12 months, a non-securities business client of MLPF&S andlor one or more of its affiliates: Atmos Energy.

MLPF&S or an affiliate has received compensation for investment banking services from this company within the past 12 months: Atmos Energy.

MLPF&S or an affiliate expacts fo receive or intends to seek compensation for investment banking services from this company or an affiliate of the company
within the next three months: Atmes Energy.
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MLPF&S or one of its affiliates is willing fo 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/cr one or more of its affiliates; Atmos
Energy.

BofA Merrill Lynch Research personnel (including the analyst(s} responsitle 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 securitles of the issuer(s) or in related
investments.

BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http:/fwww.ml.com/media/43347 pdf.

"BofA Merrill Lynch"” includes Merrill Lynch, Pierce, Fenner & Smith incorporated ("MLPF&S") and its affiliates. Investors should contact their BofA
Merriil Lynch representative or Merrill Lynch Global Wealth Management financial advisor if they have questions concerning this report.

"BofA Merrill Lynch” and "Merrill Lynch” are each globat brands for BofA Merrill Lynch Global Research.

information relating to Non-US affiliates of BofA Merrill Lynch and Distribution of Affiliate Research Reports:

MLPFA&S distributes, or may in the future distribute, research reports of the following non-US affiliates in the US (shert name: legal name): Merrill Lynch
(France): Merrill Lynch Capital Markets (France) SAS; Merrill Lynch (Frankfurt): Merrill Lynch International Bank Ltd., Frankfurt Branch; Merriil Lynch (South Africa):
Merrill Lynch South Africa (Pty) Lid.; Merrill Lynch (Milan): Merrill Lynch International Bank Limited; MLT {UK): Merrill Lynch Infernational; Merrill Lynch (Ausiralia):
Merrill Lynch Equities {Australia) Limited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrifl Lynch {Singapore): Merrill Lynch (Singapore) Pte
1td.; Merrill Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrilt Lynch Mexico, SA de CV, Casa de Bolsa; Merrill Lynch {Argentina): Merril
Lynch Argentina SA; Merrilt Lynch (Japan): Merrill Lynch Japan Securities Co., Ltd.; Merrill Lynch (Seoul): Merrill Lynch International Incorporated (Seoul Branch);
Merrill Lynch {Taiwan): Merill Lynch Securities (Taiwan} Ltd.; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrift Lynch {Indonesia): PT Merrill Lynch
Indonesta; Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill Lynch {Russia): OGO Merrill Lynch Securities, Moscow; Merrill Lynch (Turkey 1.B.): Merrill Lynch
Yatirim Bank A.S.; Merrill Lynch {Turkey Broker): Merrill Lynch Menkut Degerler A.S.; Merrill Lynch (Dubai): Merrill Lynch International, Dubai Branch; MLPF&S
(Zurich rep. office): MLPF&S Incorporated Zurich representative office; Merrill Lynch {Spain): Merrilt Lynch Capital Markets Espana, S.A.8.V.; Merrill Lynch (Brazil):
Bank of America Merrili Lynch Banco Multiplo S.A.; Merrill Lynch KSA Company, Merrill Lynch Kingdom of Saudi Arabia Company.

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 Autharity) 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 [reland and is subject to
limited regulation by the Financial Services Authority — details about the extent of its regulation by the Financial Services Autharity 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 Merrifl Lynch Limited; and is issued
and distributed in Singapore by Marrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch {Singapere} Pte Lid. (Company Registration No.'s F
(06872E and 1986028830 respectively) and Bank of America Singapore Limited {Merchant Bank). Merrili Lynch International Bank Limited (Merchant Bank} and
Merrill Lynch (Singapore) Pte Lid. are regulated by the Monetary Authority of Singapore. Bank of America N.A., Australian Branch (ARBN 064 874 531), AFS
License 412901 (BANA Austratia) and Merrill Lynch Equities (Australia) Limited (ABN 65 006 276 785), 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 and its local distribution s made by Bank of America Merrill Lynch
Banco Mdlfiplo S.A. in accordance with applicable regulations. Merrill Lynch (Dubal} 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 rufes.

Merrift 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 andfor one or more of its non-US affiliates. MLPFA&S is the distributor of this research report in
the US and accepts full responsibility for research reports of its non-US affiliates distributed fo 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:

Taiwan Readers: Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any securities or other
financial instrument. No part of this report may be used or reproduced or quoted in any manngr whatsoever in Taiwan by the press or any other person without the
express writien consent of BofA Mersill Lynch,

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 relaled 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 lhis report and should understand that stalements 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
prospecius or ather offering document issued in connection with such offering, and nt 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 parlicular, 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 fo value or sell and reliable information about the
value or risks related to the security or financial instrument may be difficuit fo 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 performanee is not necessarily a guide to future performance. Levets and basis for faxation 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 fo 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 a stock’s fundamental equity rating, which reflects both a longer term totat 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.
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BofA Merrilt Lynch is aware that the implementation of the ideas expressed in this report may depend upon an investor's abifity to "short” securities or other
financial instruments and that such acfion may be limited by regulations prohibiting or restricting "shertselfing" in many jurisdictions. Investors are urged to seek
advice regarding the applicability of such reguiations prior to execufing 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
stich 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 net apply in general to business coordinated
by BofA Merill Lynch entities {ocated ouiside of the United Kingdom. BofA Merril Lynch Global Research policies refating to conflicts of interest are described at
http:/Awww.ml.com/media/43347 pdf.

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financiai interest in securities of the issuer(s) or in related
investments.

MLPF&S or one of its affiliates is a regular issuer of fraded financial instruments linked to securities that may have been recommended in this report. MLPF&S or
ane 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 Merrili 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 inconsisient 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 lhem, 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, sclely fo the person with whom
MLPF&S has contracted directly and does not extend beyond the delivery of this report (unless ctherwise 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 fransactions in any securities mentioned in this report.

Copyright and General Infermation regarding Research Reports:

Copyrignt 2013 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. iQmethod, iQmethod 2.0, iQprofile, iQtoalkit, iQworks are service marks
of Merrill Lynch & Co,, inc. iQanalytics®, iQcustom®, iQdalabase® are registered service marks of Merrill Lynch & Co., Inc. This research report is prepared for the
use of BofA Merrill Lynch clients and may niot be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written
censent of BofA Merrill Lynch. BofA Merrill Lynch Global Research reports are distributed simultaneousty fo 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 {o 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 cerfain business groups. As a result, BofA Merili 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 andfor 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 Merrili Lynch in connection with the legal proceedings or
matters relevant fo such proceedings.

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offeting 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 repori cantaining such rating, recommendation or investment thesis.

Any information relaling fo the tax status of financial instruments discussed herein is not infended to provide tax advice or to be used by anyone o 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 cbtained from varlous sources and we do not
guarantee is accuracy. This report may contain links to third-party websites. BofA Merrill Lynch is not responsible for the content of any third-party websile or any
linked content contained in a third-party website. Content contained on such third-parly websites is not part of this report and is not incomporated 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 shouid always review the terms and privacy policies at third-parly websites before submitting any personal information to them. BofA Merill
Lynch is not responsible for such terms and privacy policies and expressly disctaims any liability for them.

Subject to the quiet period applicable under laws of the various jurisdictions in which we distribute research reporis and other legal and BofA Merrill Lynch policy-
related restrictions on the publication of research reports, fundamental equity reporis are produced on a regular basis as necessary {o keep the investment
recommendation current.

Certain cutstanding reporis may contain discussions and/or investment opinions relafing to securifies, financial instruments andfer issuers that are no longer
current. Always refer fo the most recent research report refating to a company or issuer prior to making an investment degision.

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 refating fo such company or issuer (or its security andfor 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 andfor financial instruments) nor should the analyses or opinion(s} be considered a solicitation of
any kind. Sales persons and financial advisors affifiated 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 liabifity whatsoever for any direct, indirect or consequential damages or
losses arising from any use of this report or its contents.
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Atmos Energy Corp (ATO)
Guidance at High End; Rate Cases & Capex Driving Growth

EPS — ATO reported adjusted fiscal 1Q EPS of $0.74 per share, below our estimate
of $0.79, and below consensus of $0.85 due to a new rate design (Mid TX) that
shifts earnings to the "shoulder” months. Taking into account this shift in earnings,
F1Q benefited from cost containment, higher earnings tied to regutated spending
programs, better optimization margins (non-regulated} and reduced interest
expenses. Management expects fiscal 2013 EPS to come in at the higher end of
guidance ($2.40-32.50). The FY 2013 dividend was raised to $1.40 per share.

Gas Utility (Below) — EBIT was $109 mm, below our estimate of $117 mm due to
the Mid-Tex rate case that shifts earnings towards the shoulder months. Y-0-Y, ATO
reduced O&M costs by ~10%. In Dec/12, the RRC authorized a rate increase of $43
mm ($30mm in margin and $13mm reduction in D&A) with an authorized ROE of
10.5%, effective at the start of 2013. New rates will raise the fixed charge
component and lower the volumetric component of rates, resulting in lower margins
in 1H13 vs. iast year, but offset later in the year when demand is typically lower.
ATO has filed 4 rate cases totaling $8 mm, and has a backiog of 10-15 additional
rate cases fotaling $60-$70 mm, the majority of which will be recovered through
GRIP or rate recovery mechanisms. Capex spending at the LDC was up 23% Y-o-Y.

Regulated Transmission {(Above) — EBIT was $32 mm, ahead of our estimate of
$28 mm on increased revenues tied to GRIP filings. Capex spending was more the
doubled over the same pericd last year.

Non-regulated {Inline) — ATO reported EBIT of $8 mm inline with our expectations
as optimization margins increased due to smaller losses.

Recommendation - We maintain our Neutral rating & $39 target price. ATO is
expected to spend $780 mm in 2013, with more than 70% being deployed across its
TX footprint and eligible for recovery through automatic rate mechanisms. Rate
base and EPS are expected to growth 8% and 7% through 2015.

Gas Utllities (GICS} i integrated Natural Gas & Gas Utilities (Citi)

North America | United States

¥ Company Update

Neuiral

Price (07 Feb 13}

Target price

Expected share price return
Expected dividend yield
Expected total refurn

Market Cap

2
1Js$37.73
US$39.00

3.4%
3.6%
7.0%
US$3,405M

Price Performance
(RIC: ATO.N, BB: ATO US)

ush

38

34

32

30 1 . . ’
31 30
Mar Jun

L}
30
Sep

*
3]
Dec

EPS Q1 Q2 Q3 Q4 FY FC Cons
2011A 0.76A 1.65A 0.08A -0.21A 2.28A 2.34A
2012E 0.72A 1.33A 0.32A -0.40A 1.95E 2.1E
Previous T 0T2A 1.33A 0.32A -0.40A 1.95E na
2013E 0.79E 1.40E 0.23E 0.05E 2.46E 2.45E
Previgus 0.79E 1.40E (.23 0.05E 2.46LC na
2014E 0.88E 1.38E 0.27E 0.08E 281E 2.60E
Previous 0.88E 1.39E 0.27E 0.08E 261E na

Source: Company Repotts and dataCentral, Cifi Research.  FC Cons: First Call Consensus.

Faisel Khan, CFA
+1-212-816-2825
faisel khan@citi.com

Amit Marwaha
amit. marwaha@citi.com

See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures.

Citi Research is a division of Citigroup Global Markets Inc. {the "Firm™), which does and seeks to do business with companies covered in ifs 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.
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ATON: Fiscal year end 30-Sep

Price: US$37.73; TP: US$39.0G; Market Cap: US$3,405m; Recomm: Neutral

Profit & Loss (US$m} 2010 2011 20M12E  2013E  2014E Valuation ratios 2010 2011 2012E 2013 2014E

Sales revenue 4,789 4,358 3,438 4,382 4,446 PE (x) 16.6 16.6 19.3 153 14.4

Cost of sales 3414 3015 2,115 -2,926 2,942 PB(x) 18 15 14 14 1.3

Gross profit 1,375 1,342 1,324 1,457 1,504 EV/EBITDA (x)] 78 83 8.5 79 77
Gross Margin (%} 28.7 30.8 385 332 33.8 FCF yield (%) 6.6 37 0.7 -14 4.6

EBITDA (Adj} 709 680 679 756 798 Dividend yield (%) 36 36 37 3.7 38
EBITDA Margin (Adj) (%} 14.8 158 18.7 17.3 17.9 Payout ratio (%) 59 60 bal 57 55

Depreciaticn 247 -228 240 -244 -243 ROE (%) 9.6 88 4.1 9.3 9.5

Amorlisation 0 0 ¢ 0 0 Cashflow {US$m) 2010 2011 2012E  2MM3E 2014E

EBIT {Adj} 492 452 439 512 555 EBITDA 709 680 679 756 798
EBIT Margin {Adj) (%) 10.3 10.4 12.8 11.7 12.5 Working capital 83 -28 -3 194 -16

Net interest -154 -151 -141 -149 -168 Other -83 -86 -103 -287 315

Assaciates 0 0 0 0 0 Operating cashflow 729 568 573 663 487

Non-op/Except 2 21 -15 0 0 Capex -500 442 -597 <71 625

Pre-tax profit 339 322 283 363 387 Net acg/disposals 0 0 ] 0 0

Tax -131 117 -106 -138 147 Other ] 4 124 0 0

Extraord.Min int./Pref.div. 0 9 k1l 0 0 investing cashilow 500 446 -473 71t -625

Reported net profit 209 197 209 225 240 Dividends paid -124 -124 -126 -129 -133
Net Margin (%) 4.4 45 6.1 5.1 54 Financing cashflow -163 44 A5 111 121

Core NPAT 209 208 177 225 240 Net change in cash 66 166 56 ~158 -279

Per share data 2010 2011 2012E 2013F 2014E Free cashfiow to s/holders 229 126 -23 -47 -158

Reported EPS ($) 226 218 230 246 261

Core EPS (§) 2217 228 1.95 2.48 2.61

DPS (§) 1.34 1.36 1.38 1.41 1.45

CFPS ($) 7.92 6.28 6.31 7.26 5.08

FCFPS (§) 248 1.39 -0.26 -0.52 -1.72

BVPS (3) 23.73 24.98 2617 27.30 2849

Wid avg ord shares (m) 21.8 §0.3 90.1 304 90.8

Wid avg diluted shares {m) 921 904 80.8 914 91.8

Growth rates 2010 2611 2012E  2013E  2014E

Sales revenue (%) -3.6 9.0 =211 275 15

EBIT (Adj) (%) 33 -82 28 16.7 84

Core NPAT {%) 55 -4 -13.8 270 6.8

Core EPS {%) 48 04 -14.4 26.0 6.1

Balance Sheet (US$m} 2010 201 2012 2013E  2014E

Cash & cash equiv. 132 131 64 0 0

Accounis receivables 273 272 235 423 428

Inventory 319 290 256 463 468

Net fixed & other tangibles 5,148 5,532 5,927 6,383 8,775

Goodwill & intangibles 740 740 741 741 741

Financial & other assets 151 317 773 489 494

Total assets 6,764 7,283 7,496 8,509 8,907

Accounts payable 266 291 215 462 462

Short-term debt 486 209 571 667 945

Long-term debt 1,810 2,206 1,956 1,956 1,956

Provisions & ofher liab 2,023 2.3 2,394 2,956 2,956

Total liabilities 4,585 5,027 5,136 6,041 6,320

Shareholders' equity 2,178 2,255 2,359 2,468 2,587

Minority interesls ¢ a 0 0 ¢

Total equity 2178 2,255 2,359 2,468 2,587

Net debt 2,164 2,284 2,463 2,623 2,902

Net debt to equity (%} 99.3 101.2 1044 106.3 112.2

For further data quaries on Giti's full coverage universe please contact Citf Research Data Services at CifiRsch.DataServices. Global@citi.com
For definitions of the items in this table, please click here.
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Earnings Comparison Table

Figure 1. Actual vs, Estimates

. Jhebni tital i 3 dor Ma
Transmission & Storage 32.0 28.4 13% $0.02 Rate Case - New Rate Design
Gas Uity 108.1 171 7% {$6.65}  Increase in Rates & jow et D&M
Marketing 30 7.0 15% $0.01 Increased Asset Opt Margins, Smalier Losses
Olher 0.0 6.5 -100% (30.04) NA
Biminations 0.0 0.0 -100% {$5.60)
1401 1580 6% ($0.07)

)

s i : ; :
Interest Expense 30.5 341 -11% $0.02 Refinancing
Eifeclive Tax Rate 8% 38.0% 0% $0.00

Diluted Share Count 913 90.8 1% {$0.01)

Source: Citi Research, Company data
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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 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 annuaily (without the need for rate cases) or are decoupling from demand.
Cnly Colorade (~5% of rate base) do not have mechanisms in place for either
decoupling or weather normalization

Investment strategy

We rate Aimos 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 utifity asset base with low/mid
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 multipie valuation methodologies to derive our $39 target. Our NAY
yields a value of $42. We value regulated assets at a multiple of rate base (1.6x for
utilities). We value the pipeline assets at 8x '14E EBITDA and the marketing
business at 5x {14k EBITDA. These values are partially offset by the company's net
debt. Our DDM values the company at $42. We calculate a hypothetical dividend,
based on ATO's regulated capital growth, authorized returns and cost of equity to
arrive at our DDM valuation. OQur P/E and EV/EBITDA muitiples are based on our
proprietary analyses, which utilizes current ERPs, current betas and projected risk-
free yields. For our P/E analysis, we use multiples of 15.5X, 15.5x and 10x for the
company's utility, pipeline/storage and marketing assets. For our EV/EBITDA
analysis, we use muitiples of 8x, 8x and 6.5x for the company's utility,
pipelinefstorage and marketing assets. Our P/E and EV/EBITDA analyses (2013E
earnings) yield vaiues of $39 and $41.

Risks

The key risks to our investment thesis on ATO 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 unfaverably.(3) Capital Markets —ATO is 2
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. Cur 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.
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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 research analyst(s} primarily responsible for the preparation and content of this research report are named in bold text in the author block at
the frent of the preduct except for those sections where an analyst's name appears in bold alongside content which is atiributable to that analyst.
Each of these analyst(s) cerlify, with respect to the section(s} of the report for which they are responsible, that the views expressed therein
accurately reflect their personal views about each issuer and security referenced and were prepared in an independent manner, including with
respect to Citigroup Global Markets Inc and its affiliates. No part of the research analyst's compensation was, is, or wiil be, directly or indirectiy,
related to the specific recommendation(s) or view(s} expressed by that research analyst in this report.
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Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Atmos Energy

Corp in the past 12 months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the fofiowing as clients, and lhe services provided were non-inveslment-

banking, securities-related: Atmos Energy Corp.

Analysts' compensation is determined based upon activities and services intended fo benefit the investor clients of Citigroup Global Markets Inc. and ils
affiliates ("the Firm™). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking

revenues.

For important disclosures {including copies of historical disclosures) regarding the companies that are the subject of this Citi Research product ("the
Product"), please contact Citi Research, 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 historicat disclosures, are contained on the Firm's
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disclosure website at https:/mwww.citivelocity.com/cvrieppublic/citi_research_disclosures. Valuation and Risk assessments can be found in the text of the
most recent research nofe/report regarding the subject company. Historical disclosures (for up to the past three years) wili be provided upon request,

Citi Research Equity Ratings Distribution

12 Month Rating Relative Rating
Dafta current as of 31 Dec 2012 L Buy Hold Sell Buy Hold Sell
Citi Research Global Fundamental Coverage 49%  38%  12% 7%  86% 7%
% of companies in each rating cafegory that are investment banking clients 53% 49% 45% 60% 49%  55%

Guide to Citi Research Fundamental Research Investment Ratings:

Citi Research stock recommendations include an investment raling and an oplional risk rating toe highlight high risk stocks.

Risk rating takes into accouni both price volatility and fundemental criteria. Stocks will either have na risk rating or a High risk rating assigned.

Investment Ratings: Cili Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expeclations of expecied total retumn
("ETR"} and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months. The
Investment raing definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stacks; and Sell (3) for negative ETR. Any covered stock not
assigned a Buy or a Sell is a Neutral (2). For stocks rated Neutrai (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 approvai of Citi Research management net fo assign a target price and,
thus, not derive an ETR. Analysts may place coverad stocks "Under Review" in response to exceptional circumstances (e.g. lack of information eritical 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 safisfy 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: Citi Research may also assign a three-month relative call {or rating) to a stock fo highlight expected out-performance (most
preferred) or under-performance (least preferred} versus the geographic and industry sector over a 3 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 analysi(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
reflects a longer-term total absolute return expeciation. For purposes of NASDINYSE ratings-distribution-disclosure rufes, most preferred calis correspond to
a buy recommendation and least preferred calls cotrespond 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 Lo 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 Cctober 8, 2011, the firm's stock recommendation system included a risk rating and an investment rating. Risk ratings, which took info account bolh
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 the Citi Research 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 fo the analyst's thesis}
affecting the company and/or trading in the company's securities (e.g. trading suspension). Stecks 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 mare for High-Risk stocks, and 35% or more for Speculative stocks}); Hold {2) (0%-10% for Low-Risk stocks, 0%-15%
for Medium-Risk stocks, 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 expecied total returns may fall outside of these ranges because of market price
movements andfor other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitled 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
anly 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., ail research analysts listed below other than those identified as employed by Cifigroup Global
Markets inc.} are nol 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 resirictions 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:

Citigreup Global Markets Inc Faisel Khan, CFA; Amit Marwaha

OTHER DISCLOSURES

The subject company's share price set out on the front page of this Product is quoted as at 86 February 2013 04:00 PM on the issuer's primary market.

Far securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial inslruments and
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financia! instruments linked fo 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 secuirities
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, wilf buy or seil from customers on a principal
basis.
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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 depositery institution {including Citibank); and (ili) are subject to investment risks, including the possible loss of the principal
amount invested. Although infermation has been cbiained from and is based upon sources that the Firm beligves 1o 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 sukject company(ies) referred 1o in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy
prehibits 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 {o 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 Preduct, are subject to change without natice. Prices and
availability of financial instruments also are subject {o change without notice. Notwithstanding other depariments 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 Research does nof set a
predetermined frequency for publication, if the Product is a fundamental research report, # is the intention of Citi Research to provide research coverage of
thefthose 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 affer or solicitation for the purchase or sale of a security. Any degision 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 a forsign stock and ifs cotresponding dividend payment for U.S. investors. Net
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged o 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
anly through Citigroup Global Markets Inc.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Staniey & Co. LLC (Morgan Stanley) research reporls may be
available about the companies that are the subject of this Citi Research research report. Ask your Financial Advisor or use smithbarney.com to view any
available Morgan: Stanley research reporis in addifion to Citi Research research reporis.

Important disclosure regarding the relationship between the companies that are the subject of this Citi Research research report and Morgan Stanley Smith
Barney LLC and its affiliates are available at the Morgan Staniey Smith Barney disclosure website at
www.morganstanteysmithbarney.com/researchdisclosures.

For Morgan Stanley and Citigroup Glebal Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/fresearchdisclosures and
https:/fwww.citivelocity.com/cvrfeppublic/citi_research_disclosures.

This Citi Research research report has been reviewed and approved on behalf of Morgan Stanley Smith Bamney LLC. This review and approval was
conducted by the same person who reviewed this research report on behalf of Citi Research. This could create a conflict of interest.

The Citigroup legal entity that takes responsibilify 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 Citi Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992}, participant of
the ASX Group and regulated by the Australian Securities & investments Commission. Gitigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product is
made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098;. Citigroup Pty
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. Cifigroup
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 Brasit - CCTVM SA, which s requiated by CVM - Comissao de Valores Mobilidrios, BACEN - Brazilian Central Bank, APIMEC -
Assaciagéo dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associag8o Nacional dos Bancos de Investimento. Av.
Paulista, 1111 - 11° andar - CEP. 01311920 - S#o 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 M54
2M3. This product is available in Chile fhrough Banchile Corredares de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is reguiated by the
Superintendencia de Valores y Seguros. Agustinas 875, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets
Limited, which is authorised and regulated by Financial Services Aulhority. 1-5 Rue Paul Cézanne, 8éme, 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 Kongy}) is issued in Hong Kong by, of on hehaif of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup
Global Markets Asia Lid. 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 N.A., Citibank 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 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. 5/F, Citibank Tower, Bapindo Plaza, JI. Jend. Sudirman Kav. 54-55, Jakarta 12180. Neither this Product nor any
copy hereof may be distributed In Indonesia or fo any Indonesian cifizens 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 Instifutions 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,

itivelocity.com

; & PM Atros Energy Corp. (. Fﬁ@ﬁmum;

o

aratinosensrgy.com S

SUSaN.g



CASE NO. 2013-00148
ATTACHMENT 2

Atmos Energy Corp (ATO) TO GAG DRNO. 1-183

8 February 2013 Citi Research

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
avatlable in Italy by Citigroup Global Markets Limited, which is authorised and requiated by Financial Services Authority. Via dei Mercanti, 12, Milan, 20121,
Haly. The Product is made available in Japan by Citigroup Global Markets Japan inc. ("CGMJ"), which is regulated by Financial Services Agency, Securifies
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-Marunouchi
Building, 1-5-1 Marunouchi, Chivoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under
license. in the event that an error is found in an CGMJ research repori, a revised version will be posted on the Firm's Citi Velocity website. If you have
questions regarding Citi Velocity, please caft (81 3} 6270-3019 for help.  The Preduct is made avalilable 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 1060-180, Korea. KOFIA makes available registration information of research analysts on its
website. Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea
Securities Lid. htip://dis kofia.orkrifs/dis2/fundMgr/DISFundMarAnalystPop. jsp?companyCd2=A030308pageDiv=02, The Product is made available in
Korea by Cifibank Korea Inc., which is regulated by the Financial Services Commission and the Financial Supervisory Service. Address is Ciibank Building,
39 Da-dong, Jung-gu, Seouf 100-180, Korea. The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No.
460819-D) ("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 avallable in Mexico by Acsiones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero
Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is reguiated by Comision Nacional Bancaria y de Valares. Reforma 398, Col.
Juarez, 068600 Mexico, D.F. In New Zealand the Product is made available fo ‘wholesale clients' only as defined by s5C(1} of the Financial Advisers Act
2008 (‘FAX) through Citigroup Global Markets Australia Py 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 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 avaifable in the Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De
Roxas, Makali City, Manita. 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 Finansowege. Dom Maklerski Banku
Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa. The Product is made available in the Russian Federation through ZAO Citibank, which is licensed
fo 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 acfivities 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 adveriising the securities mentioned in this report within the ferritory of the Russian Federation
or oulside the Russian Federafion. The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian Federatlion 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 maters arising
from, or in connection with, the analysis of this document. This report s intended for recipients who are accredited, expert and institutional investors as
defined under the Securities and Futures Act (Cap. 289). The Product is made avaitable by The Citigroup Private Bank in Singapore through Citibank, N.A,
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 substance or in preparation of
this report. Please contact your Citigold//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 [Pty) Ltd. is incorporated in the Republic of South Africa (company registration number 2000/025866/07) and its registered office
is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Ply) Lid. is regulated by JSE Securities Exchange South Africa, South African
Reserve Bank and the Financial Services Board. The invesiments 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 Gasset, 4th Floor, Madrid, 28008, Spain. The Product is made available in the Republic of China through Citigroup Global Markets Taiwan Securities
Company Lid. {"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 enlity 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 he reproduced or queled 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 aliowed to be offered or traded in the Republic of Ching, 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 a security or
financial products. Any decision to purchase securities or financiat products mentioned in the Product must take into account existing publie information on
such security or the finaneial products or any registered prospecius. The Product is made available in Thailand through Citicorp Securities (Thaitand} Ltd.,
which is regulated by the Securities and Exchange Commission of Thailand. 18/F, 22/F and 29/F, 82 North Sathomn 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
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Services Authority ("DFSA") to Professional Clients and Market Counterparties only and should not be refied upon or distributed to Retail Clients. A
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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 Cenire, Canada Square, Canary Wharf, London, E14 5LB. The
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with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is fikely that Citi has a
commercial refationship with the subject company.

Many European regulators require ihat a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of
publication or distribution of investment research. The policy applicable to Citi Research's Products can be found at
https:/iwww.citivelocity.com/cvr/eppublic/citi_research_disclosures.
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The Product may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers. The Product is not to
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North American Pipelines

Late Edition: Raising Target Multiples; Stocks Remain at High-
End of Valuation

B Valuation — We are raising our target multiples for the North American gas utilitesand ~ Faisel Khan, CFA
pipsline companies to 16.5X from 15.5X. This change is based on our updated analysis ~ +1-212-816-2825
of interest rates, BBB corporate bond yields, credit spreads and Git’'s Economicsteam 158 khan@fti.com
outlook for long-term rates. Our assumptions for equity risk premium and risk free rates Amil Marwaha
remain unchanged. amit. marwaha@citi.com

= [fif’s Not Broken, Don’t Fix It...For Now — 01’13 was another strong quarter for the
performance of the gas utilities and pipeline companies. Valuation multiples continued
to expand as demand for yield orientated assets continued to rise. Despite valuations
based on P/E appreaching the upper end of the historic range, a valuation framework
based on relative yield to other securities suggests a market weighting for the secior.

® Recommendation — Our Preferred Picks within the gas utility and pipeline space are
Centerpoint (CNP), Cheniere (LNG), MDU Resources (MDU) and Sempra Energy
(SRE). While we continue to rate Williams (WMB) Buy, we believe there are risks to
the company’s execution strategy, which we will hear more about at the company’s
analyst day next month.

Current Year
Rating Target Price Earnings Estimates
Company Ticker Oid New Old New Oid New
Atmos Energy ATO 2 2 US$39.00 USH43.00  US$246  USS262
Brookfield Infr BIP 2 2 US$36.00  US$36.00 13S$0.56 U5%0.56
CenterPnt Energy CNP 1 1 US$26.00  US$27.00 Us$1.21 Us$1.24
Enbridge ENB.TO 2 2 (C$4500 C$46.00 C$1.96 C51.86
EQT EQT 2 2 USSEBO00  USSAE00  US$203  Us$2.18
AGL Res GAS 2 2 US$4300 US344.00  USSI03  US$2TS
Cheniere Energy LNG 1 1 US$30.00 US$30.00 US048 US048
MDU Res Grp MDU 1 1 US$20.00 US$2000  US$1.27  USHL27
Nall Fuel Gas Co NFG 1 1 US$57.00 US$57.00 Us$2.79 U5$3.18
NiSource Inc Ni 2 2 US$27.00 US$3000  US$tSE  USHIS4
Oneok Inc OKE 2 2 UsS$49.00 US$49.00  US$Le2  USH.92
Spectra Ener SE 2 2 US$27.00 US$30.00 Us$1.45 US§H1.44
Sempra Energy SRE 1 1 US$B0.00  US$R1.00  US$464  USHA43
Questar Corp STR i1 US$2500 US$25.00  US$E19 US$HLI3
Southwest Gas SWX 2 2 US348.00 US$S1.00 US$2.68 1S83.00
Integrys En TEG 2 2 - - US$3.16 Us$3.16
ual UGl 2 2 US$37.00 US$40.00 Us32.55 Us$2.50
Vectren WC 2 2 US$30.00  US$38.00  USHL91 US$2.02
Williams Cos Inc WMB i 1 US339.00 US$4300  USH1.27  US$0.94

See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures.

Citi Research is a division of Citigroup Global Markets inc. (the "Firm"), which 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 cbjectivity of this report, Investars should consider this report as only a single
factor in making their investment decision.

FEy.com S ™ PV Atmnos Energy
it paln

orp. . Re




North American Pipelines

30 April 2013

First Quarter 2013 Preview

CASE NQ. 2013-00148

ATTACHMENT 2

TO OAG BR NO. 1-183

Citi Research

Figure 1. CIRA EPS Forecasts vs. Consensus; Updated Price Targets & Recommendations; Conference Call information

<@i'3

ca1M3

FY 2013

FY 2813

FY 2014

FY 2014

Ticker CGompany CIRA Est. Consensus* Defta CIRA Est. Lonsensus* Pelta CIRA Est. Consenstis* Delta
GAS AGL Resources $1.26 §1.23 $0.03 $2.75 $2.87 $0.08 $2.78 $2.80 (50.01)
ATO Atmos Enegy ™ $1.22 $1.26 {$0.03) $2.62 $2.60 $0.02 $2.66 $2.72 ($0.07)
CNP Centerpoint Energy $0.33 $0.37 {($0.04) 3121 $1.26 {30.05) 31.27 $1.32 $0.08)
LNG Cheniere Energy (30.10) (3041} $0.31 ($0.48) ($1.09) $0.61 ($0.68) ($1.54) $0.86
ENB Enbridge $0.5% $0.52 ($0.01) $1.86 $1.81 $0.05 $2.40 $2.14 $0.26
MDU MDU Resousces 3026 $0.23 $0.03 $1.27 $1.32 ($0.05) $1.38 $1.46 {$0.07)
NFG National Fuel Gas $1.07 $0.87 $0.10 $3.18 $2.91 $0.27 $3.15 $2.98 $o.18

NI NiSource $0.71 3069 $0.02 $1.54 $1.56 ($0.01) $1.66 _ $1.67 {$0.01)
CKE Oreok $0.64 %$0.59 $0.05 $1.82 $1.82 3010 $2.34 $2.24 $o.10
SwWX Southwest Gas $1.65 $1.64 $0.01 $3.00 $2.87 %012 $3.16 $2.98 3018

SE Spectra Energy $0.52 $0.48 $0.04 $1.49 $1.51 ($0.02) $1.61 $1.64 {30.04)
SRE Sempra Energy %1.01 $1.01 {$0.06) $4.43 $4.52 {$6.09} $5.07 34.76 $0.31
TR Qusstar $0.45 $0.43 $0.02 $1.19 $1.20 {$0.02) $1.28 31.2¢ ($0.01)

TEG integrys Energy $1.68 $1.61 30.07 $3.38 $3.35 $0.04 $3.45 33,59 ($0.14)
UaGtH UG Corp* $1.38 $1.44 ($0.08) $2.50 $2.48 $0.03 $2.82 $2.718 $0.04
we Veclreh Corporatioh $0.69 $0.68 $0.04 $2.02 $1.99 $0.03 $1.98 $2.15 (30.17)
WMB Williams $6.22 §0.25 (30.03) $0.94 $1.00 {$0.06) $1.31 $1.39 {$5.08)

*FirslCall “* Sept Year End *** Canadian Dollars
Source: Citi Research, Faciset
Figure 2, Target Price Summary
Thcker Company Rating Curent Price  Targel Price  Upsidn ta Target| Cost of Capital
GAS AGL ReSoUr0es Neulral 4321 $44.00 2% 430%
ATO Aimos Energy Neurral $43.70 $42.00 2% 4.40%
BiP Brogkfiek! Infrastruciure Pariners Neulral $38.42 $238.00 -6% £.04%
THP Canterpoint Enengy Buy $24.28 $27.00 1% 4.64%
NG Cheniere Enengy Buy $28.09 $30.00 % 18.01%
ENB Enbridge inc Neulre{ $46.80 $46.00 % 5.43%
EGN Energen Buy 475 $61.00 28% 8.05%
EQT EQT Gorporatiah Neural $73.85 $66.00 1% 6.73%
MoU MDU Resaurces Buy $24.13 $29.00 20% 6.54%
NFG Natienal Fuei Gas Buy 62,28 $62.00 % 704%
Kl Hisourca Neniral $30.75 $30.00 2% 5.02%
OKE  Oneok Noutrol $50,82 349.00 4% 7.81%
STR Cuestar Garp Buy $25.07 52500 o 5.73%
SE Specba Energy Neutral 33117 $30.00 4% 6.57%
SRE Sempra Energy Buy $81.51 $91.00 2% F.14%
SWX Souitwost Gas Buy $49.69 $51.00 3% 5.27%
TEG fnlegrys Energy Neutral $60,57 $57.00 6% 4.72%
TRP TrensCanada Neutral $99.11 $51.00 4% 4.84%
ual UG Gop Neutral $40.38 $40.00 1% 4.95%
wWe Vectren Compuvation Neutral $36.69 $36.00 2% 4.43%
WMB Wisiams Buy $38.02 $43.00 13% 8.36%
Source: Cili Research
Figure 3. Conference Call Details
- Conference Call Info
Tick mpan
feer Company Date Time Number Conference ID
GAS AGL Resources 4/30 4:00 PM 866-510-0712 81267858
ATO Atmos Energy 92 $:00 AM 877-485-3107 nfa
CNP Centerpoint Energy 512 11:30 AM §00-653-1761 28502445
LNG Cheniere Energy N/A N/A N/A N/A
ENB Enbridge 5/8 9:00 AM 800-447-0521 ME25066
TEG Integrys Energy 51 8:00 AM 888-788-8425 EARNINGS
MDU MDY Resources 51 10:00 AM 855-859-2058 30760556
NFG National Fuel Gas 5/3 11:00 AM 800-798-2864 72803281
NI NiSource 4/30 9:00 AM 866-700-60687 96849232
OKE Oneock 511 11:00 AM 888-695-0614 6379130
STR Questar 51 9:30 AM 800-309-94%1 NIA
SWX Southwest Gas NIA N/A NA NIA
SE Spectra Energy 513 11:00 AM §88-252-3715 31676988
SRE Semgpra Energy 52 1:00 PM 888-205-6702 2913728
UGl UGl Corp 51 900 AM 877-317-6789 A
Vve Vectren 51 NIA N/A NA
WMB Williams 2/21 9:30 AM 888-401-4680 NA

Source: Cili Research, Company data

t PM At

ttivelocity.com
9 SHons) Y




CASE NO. 2013-00148
ATTACHMENT 2
. I TC OAG DR NO. 1-183
North American Pipelines

30 Apl 2013 Citi Research

Outlook for Integrated Gas Utilities &
Pipelines

It has been another strong quarter for the Gas Utility Index. The group, composed of
the North American pipelines and gas utiliies, were up 16% during the quarter, with
the top performers in the group being NWN (+44%), CNP (+26%), and ATO {+23%).
Meanwhile, the UTY was up 12% and the S&P 500 was up 10%. Overall, Utilities
were the third best performing sector in the S&P 500 during Q1.

Earnings growth for the group remains in the low fo mid single digit range. Going
into Q1'13 earnings, we expect the group {o post better Y-o-Y results given the
normalization in weather during the quarter, versus Q1'12. Companies with
commodity sensitive segments are likely to see flat to down Y-0-Y resuilts.

We continue to see & gradual rebound in both gas, NGL and power prices as
economic growth grinds higher. Our outlook for the balance of the year remains
largely unchanged.

We remain constructive toward companies with opportunities: 1) to drop down
assets into an MLP structure, 2) to build liquefaction/natural gas export capacity;
and 3} to participate in the recovery of NGL and gas prices.

Recap of Q1 2013 & Sector Valuation

The continued strength of Natural Gas Uiilities and Pipelines in our universe
remains astonishing. Despite mixed earnings over the last couple quarters, the

Figure 4. Gas Utility — Multipie Range

EBB Yields Implied Gas Utl P/E group is trading near peak valuations since the beginning of the millennium.
7.3 14.2
7.1 14.4 Our Gas Utility index remains at nearly all time highs versus the S&P 504, trading at
7.0 14.5 more than a 30% relative premium to the broader markets, and more than 40%
:‘i 1:'; above its long-term average valuation. Since valuations for the group bottomed in
6'5 15'0 April '08, forward P/E muitiples for the group have steadily risen. This streak now
6.4 15.4 spans four years, the longest we've seen in some time.
6.2 5.3
i; :gg Figure 5. Relative Valuation - S&P 500 NTM P/E vs. Gas Utility & Pipeline E. Weighted Index
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On face value, the Gas Utility Index appears to be frading near the peak. However,
when we triangulate equity valuations with other credit and bond yield metrics, the
story appears less exireme.

_ Figure 6, Historical Spread — BBB Bond Yields vs. US 10 Year Treasury
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Source: Citi Research

Currently, credit spreads are sitting at their jong-term average of ~300 bps over
treasuries. Additionally, BBB yields are comfortably below 5% and not expected to
move much higher from current levels in the medium term.

Hence, it appears credit spreads are not over-extended. Therefore, Gas Utilities
{despite their extended valuations on a relative and absolute basis) continuing to
exhibit stable sarnings profiles, solid dividend outlook, and relatively low levels of
volatility, appear to be a viable alternative to cther yielding assets.

Figure 7. Relative Value - Gas Utility & Pipeline E. Weighted index Valuations vs. Yields
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We are raising our target muitiples for both the regulated gas utilities and pipelines to
18.5X {P/E) and o 9X (EV/EBITDA)} based on our outlook for credit spreads and yields.
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Our estimates are relatively conservative, in our view, given BBB yields are currently
trading in the range of 450 bps, implying valuation muitiples in the range of 17X.

Despite our re-rating on the group, we believe further multiple expansion from
current levels is limited unless we see further reduction in yields. Should we see
this it would warrant us to re-examine our target prices without a significant revision
in earnings growth versus other sectors.

Figure 8. Gas Utility Index - Historic Perspective of Valuation Muifiples in 2013
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As outlined in the chart above, Gas Utilities, over the past 13 years have traded in
the P/E band of 11-18X. During this fime, we have only seen the group trade ~15
months above 16X NTM earnings. Currently, the group is trading at the highest
percentile over the entire period. Further, muitiple expansion from here warrants
greater caution.
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Gas Utilities (GICS) | Integrated Natural Gas & Gas Utilities (Citi)

North America | United States

Company Focus

® Company Update
¥ Target Price Change
® Estimate Change

Faisel Khan, CFA
+1-212-816-2825
faisel.khan@citi.com

Neutral 2
Price (30 Apr 13) US$43.85
Target price Us$44.00
from /§$43.00
Expected share price return 0.3%
Expected dividend yield 43%
Expected tetal return 4.6%
Market Cap US$5,170M

Price Performance
(RIC: GAS.N, BB: GAS US)
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AGL Resources Inc (GAS)
Q113 Earnings Recap; Results Driven by Better Weather Comps

= Earnings Recap — AGL reported 1Q713 EPS fcday of $1.31 ($1.23 ex.
Wholesale), a penny below consensus. Y-0-Y improvements in results were
driven by colder-than-normal weather in the first quarter. Guidance was
reaffirmed at $2.50-$2.70. A follow up note is forthcoming.

® Gas Utility/Retail — The LDC reported EBIT of $218, up 71% over Q1°12 on 34%
colder weather in IL and benefits from regulatory infrastructure revenues at
Atlanta Gas Light. Operating costs were basically flat Y-0-Y. Retai! reported EBIT
of $70 mm, up 17% Y/Y, driven primarily by colder weather in GA. Expenses
were flat Y-o-Y.

® Wholesale/Storage/Shipping — Combined, the three segments reported EBIT of
$20 mm, down 13% over last year on continued weakness across midstream, a
tack of market volatility and muted demand for storage. Costs remained flat
across the segments. AGL expects no imminent change in operating
fundamentals in the medium term across its businesses. Nearly 7 BCF or ~20%
of total storage capacity is expected to fall of its current contracted rates of
~$0.12 Dth/m in 2014,

® Valuation & Target Price — We are raising our target price to $44 per share, up
from $43 on our revised valuation outlook. GAS is targeting five-year earnings
growth of 4-6% and dividend growth in the 2% range. The payout ratio is
expected to remain elevated for the near-term (above 70%) but is expected to
decline toward its peer group average (55-60%) as non-regulated earnings
recover. The Jack of a weather normalization mechanism in I will continue to
pose earnings volatility for the stock. The regulatory environment in IL afso
remains a challenge,

EPS Q1 Q2 Q3 o4 FY FC Cons
2012A 1.18A {.26A 0.16A 0.81A 242A 2.46A
2013E 1.26E 0.22F 0.23E 1.04E 2.75E 267E
Previous 1.17E 043E 0.30E 114E 3.03E na
2014E 1.08E 0.38E 0.25E 1.08E 2.78E 280E
Previous 1.16E 043E 0.3CE 1158 3.04E na
2015E 1.12E 0.37E 0.24E 1.13E 2.87F 2.95E
Previous 1.21E 0.44E 0.31E 1.21E 347E na

Source: Company Reports and dataCentral, Citi Research. FC Cens: First Call Gonsensus.
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Company Focus Atmos Energy Corp (ATO)

B Company Update
B Target Price Change
B Estimate Change

Q2/13 EPS Below; Rate Base Spending & Growth Remains Steady

® Earnings — We expect ATO to report Q2'13 EPS of $1.22 per share, below
gonsensus of $1.25. Constructive rate cutcomes across ATO’s jurisdictions,
particularly in Mid-Tex and W. Tex Divisions continue to drive earnings growth.
ATO expects 2013E te be at the higher end of their guidance of $2.40-$2.50. We
are adjusting our estimates to take into account our expectations of various rate
increases across ATO's service territories.

Faisel Khan, CFA
+1-212-816-2825
faisel.khan@citi.com

m Rate Cases — In Q2, ATO initiated the process of its GRIP filing in APT, Mid-TX
and W. TX, where new rates are expected to be instituted by fiscal Q4'13. The
pipeline for rate cases this year amounts to a potential increase in rates of
~$60-$70 mm, the majority of which is tied to safety related spending. ATO is also

applying to the Kentucky PSC for the recover of $7mm related to bad-debt costs.

= Capital Spending — ATO continues to ramp up capital spending across its LDC

Neutral
Price (29 Apr 13)
Target price

from US$39.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

2 segmenis on safety and compliance related work. The company remains well
Us$43.68 capitalized in the medium term to fund growth opportunities and significant
Us$43.00 balance sheet capacity to fund projects.

-1.6% ® Valuation & Target Price — YTD, ATO is up 26%, and in Q1'13, the stock was up

3.2% 23% and has been cne of the top performers in our group. We are raising our
16% target price to $43 per share on our revised valuation. ATO is poised to grow its
1US$3 054M rate base in the 8-8% range, at the higher end of our peer group, which shoutd

translate into EPS growth between 6-8%.

Price Performance
(RIC: ATO.N, BB: ATO US)

B R
dun Sep

31 3
Dec Mar ~

EPS Q1 Q2 Q3 Q4 FY . FCCons
2012A 0.72A 1.33A 0.32A -0.40A 1.95A 2.41A
2013E 0.90A 1.22E 033 0.17E 2.62E 247E
Previous 0.78E 1.40E 0.23€ 0.06E 248E na
2014E 0.95E 1.32E 0.28E ¢.10E 2.65E 2.63E
Previous 0.88E 1.39E 0.27E 0.08E 281E na
2015E 0.95E 145E 0.28E 0.12E 2.79E 2.79E
Previous G.98E 1.46E 0.32E O.17E 292E na

Source: Company Reports and dataCentral, Citi Research. FC Cons: First Cafl Consensus.
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Company Focus Brookfield Infrastructure Partners (BIP)
Maintaining Neutral Rating; No Material Changes to Outlook

® Q1 Earnings — We estimate BiP will generate FFC {funds from Operations) of
~$102 mm for the quarter. We expect LP distribution to remain unchanged at
$0.38 per unit. Our FY 2013 EPS estimate is $0.66 per share.
® Company Update :
B Valuation & Target Price — We maintain our $36 target price and Neutral rating,
which is inline with our yield-spread regression model. In the long-run, BIP aims
to grow distributions by 3-7% per year.

Faisel Khan, CFA
+1-212-816-2825
faisel khan@citi com

Neutral 2
Price {30 Apr 13) (J5$38.65
Target price US$36.00
Expected share price return -6.9%
Expected dividend yield 4.3%
Expected folal return -2.5%
Market Cap US$5,491M

Price Performance
{RIC: BIPN, BB: BIP US)

Usn

40

38

36

34

32

30

L e,
30 30 31 31
Jun Sep Dec Mar

EPS Q1 Q2 Q3 Q4 FY FC Cons
2011A 0.29A 0.17A 0.38A 0.30A 1.13A 1.15A
2012E 0.08A -6.13A 0.34A 0.28E 0.56E 0.55E
Previous 0.08A 0.13A 0.34A 0.28E 0.56E na
2013E 0.08E 0.07E 0.26E 0.26E 0.66E 0.87E
Previous 0.06E 0.07E 0.26E 0.26E 0.66E na
2M4E na na na na 0.79E 1.10E
Previous na na na na 0.79E na

Source: Company Reports and dataCentral, Citi Research. FC Cons: First Caft Consensus.
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o Energy Corp. {rw. H@ﬂgﬁtﬂ@m}w

i




CASE NO. 2013-00148
ATTACHMENT 2

. - TO OAG DR NO. 1-183
North American Pipelines

30 April 2013 Citi Research

Multi-Utilities (GICS) | Integrated Natural Gas & Gas Utilities (Cit)
North America | United States

Company Focus CenterPoint Energy Inc (CNP)
Q1'13 EPS In-line; Expect Update on JV on Call

s Earnings — Our Q1'13 EPS estimate is $0.36 per share, inline with consensus.
We expect a reduction in earnings at T&D to be offset by LDC earnings given
normal weather this past quarter. We aiso expect befter comparable results at the

B C U . . s .
ompany Update Gathering segment given acquisitions during the past year.

® Target Price Change

m JV Update - We expect management to provide an update on the cali with
regards to the timeline of the JV with OGE. We suspect an S-1 filing could be
delivered in the earlier part of the 2H13.

Faisel Khan, CFA

+1-212-816-2825 m Valuation & Recommendation — We are raising our target price to $27 per
faisel.khan@sit.com share on our revised valuation multiples and believe CNP is in a good position to
capitalize on growth opportunities at the new JV and within its core utility
businesses. CNP is well funded and positioned to capitalize on acquisition
opportunities.

Buy 1
Price (29 Apr 13} UsS§24.26
Target price US$27.00
from US$26.00
Expected share price return 1.3%
Expected dividend yield 3.4%
Expected total return 14.7%
Market Cap US$10,381M

Price Performance
(RIC: CNP.N, BB: CNP US}

usp
24
23
22
21
20
19
18
.o .o e e,

30 30 31 a1

jun Sep Dec Mar

EPS Q1 Q2 Q3 Q4 FY FC Cons
2012A 0.33A 0.29A 0.03A 0.31A 0.96A 1.25A
2013E 0.36E 0.27E 0.31E 0.28E 1.21E 1.26E
Previous (1.36E 0.27E 0.31E 0.28E 1.21E na
2014E 0.37E 0.28E 0.32E 0.30E 1.27E 1.33E
Previous 0.37E 0.28 0.32E 0.30E 1.27E na
2015E 0.40E 0.27€ 0.34E 0.27E 1.29E 1.38E
Previous 0.40E 0.27E 0.34E 0.27E 1.29E na

Source: Company Reparts and dataCentral, Giti Research. FC Cons: First Call Consensus.

¢Gitivelocity.com
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Company Focus Cheniere Energy Inc (LNG)
Approaching Major Checkpoints; Reiterate Target Price of $30

=B Catalyst — We expect two significant catalysts to drive Cheniere's stock over the

next BO days. First, we expect an announcement from the DOE regarding the

export license quotas to non-free trade agreement countries. The DOE’s export
W Company Update capacity quota and policy will give us an indication of the opportunity at Corpus
Christl. The second major catalyst is Cheniere’s final round of financing for
Sabine Pass (Trains 3-4) which is expected to occur toward the latter end of Q2.
We estimate LNG will look to raise ~$5BN in financing, of which 80% is likely to
come in the form of project financing.

Faise! Khan, CFA
+1-212-816-2825 -

Valuation & Target Price — We maintain our $30 target price and Buy rating.
faisel khan@citi.com

While the stock has performed well more recently and is approaching our target
price, we continue to believe there is iong-term value to be unlocked through a
lower cost of capital and the time value of cash flows. We remain constructive on
the company’s ability to meet its construction timeline and ability to raise

Buy 1 financing at atfractive rates given where credit spreads and equity prices
Price (29 Apr 13) Us$28.00 currently trade.

Target price Us$30.00

Expected share price return 6.8%

Expected dividend yield 0.0%

Expected total return 6.8%

Market Cap US$6,779M

Price Performance
(RIC: LNG.A, BB: LNG US)

26 '

24 )

22 o -
20

e e e e ey
30 30 31 - oA
Jun Sep Deg Mar

EPS Q1 Qz Q3 Q4 FY FC Cons
2012A 0.43A -0.434 -0.52A 0.42A -1.81A -1.51A
213E -0.12E -0.12E -0.12E -0.12E -0.48E -1.09E
Previous 012E Q.12E -0.12E -0.12E -0.48E na
2014E -0.14E 0.17E -0.19E -0.22E 0.72E -1.54E
Previous 0.14E -0.17E -0.19E -0.22E Q.72E na
2015E -0.17E -0.19E -0.18E -0.20E 0.74E -1.14E
Previous 0ATE -0.19E 0.18E -(.20E -0.74E na

Source: Company Reperls and dataCentral, Cifi Research. FC Cons: First Call Consensus,

) citivelogjty.com
gp. {Inv, Relalions)
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Company Focus Enbridge Inc. (ENB.TO)
Raising Target Price to $46

B EPS — We now estimate ENB will earn $0.51 p/s in Q1/13, in-line with consensus
of $0.52. Our FY13 EPS estimate is $1.86. Our estimates are adjusted for the

= Company Update recent equity offering.
B Target Price Change
B Estimate Change m Financing — On April 4" ENB issued $500 mm in an equity offering at

$46.11/share in a bought deal. Funds from the deal will be used for the
company’s backlog of growth projects. The company also updated its capital
spending estimates originally guided to be ~$32 BN, now up to $35 BN. ENB

Faisel Khan, CFA now plans to raise $1.9 BN in equity, up from $1.4 BN mainly through the use of
+1-212-816-2625 preferred equity and drop-downs to their income fund vehicles. Total debt raised
faisel khan@citi.com is expected to be $17.2 BN, up from $15.7 BN,

m Projects Updates — During the quarter, ENB's Bakken pipeline expansion project
began operations. The 16-inch pipeline will transport 145kbd from the Bakken to

Neutral 2 multiple markets accessible from the mainline and connected systems. Political
Price (30 Apr 13) C$46.80 discussion around Northern Gateway remains challenging in terms of the project
Target price C$46.00 going through.
from C$45.00

Expected share price return A.7% ® Valuation & Target Price - We are raising our target price to $46 per share from
Expected dividend yield 4.4% $45 on our new target multiples. The increase is somewhat offset by the recent
Expected total return 27% equity offering.
Market Cap C$38,508M

Us$38,081M

Price Performance
(RIC: ENB.TO, BB: ENB CN)
CAD
46
44
42
40
38 . . | . B ) . . 3 . . 1
30 30 31 31
Jun Sep Dec Mar

EPS oY Q2 Q3 Q4 FY FC Cons
2012A 0.49A 0.35A 0.34A 0517 0.67A 1.58A
2013E 8.51E 0.40E 0.43E 0.52E 1.86E 1.81E
Previous 0.54E 0.44E 045E 0.54E 1.96E na
2014E 0.50E 0.53E 0.60E 8.67E 240E 2.14E
Previous 0.82E 0.60E 0.60E Q.67E 248E na
2015E 0.72E 0.64E 0.64E 0.74 2.75E 2.44E
Previous 0.72E 0.63E 0.62E 0.72E 2.69E na

Source: Company Reports and dataCentral, Cifi Research, FC Cons: First Call Consensus.

itiyeipgjty.com
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Citi Research

Oil & Gas Exploration & Production {GICS) | Integrated Natural Gas & Gas Utilities (Citi)

North America | United States

Company Focus

B Company Update
B Estimate Change

Faisel Khan, CFA
+1-212-816-2825
faisel khan@citi.com

Neutrat 2
Price (29 Apr 13} Ls$74.41
Target price US$66.00
Expected share price return -11.3%
Expected dividend yield 0.2%
Expected total return 11.1%
Market Cap US$11,194M

Price Performance
(RIC: EQT.N, BB: EQT US)

usD
70
85
60
55
50
45
40 . . 3 . » v . . 1 . .
30 30 31 31
Jun Sep Dec Mar

EQT Corporation (EQT)
EPS Ahead of Estimates; Production & Gathering Volumes Jump

® Q1 Earnings Takeaways — EQT reported Q1'13 EPS ahead of our estimates
and the street (Reported $0.66; Citi Estimate $0.62; Consensus $0.52). The
quarter was highlighted by 1) continued production volume growth (up ~50%
Y1Y), primarily driven by the Marcellus (up 100% Y7Y); 2} a ramp up in Midstream
volumes gathered (+40% Y/Y); and 3) a reduction in expenses across the board.
A foliow up note is forthcoming.

m E&P - EBIT was $74 mm vs. our estimate of $85 mm. Sales volumes were 74
Bcfe, essentially inline with our estimates. Overall sales volumes rose ~50% Y/Y,
partially offset by a drop in the average wellhead price, but inline with
expectations (Q1'13 Realized: $3.14 Mcfe). Natural gas prices rose +20% Y/Y,
offset partiaily by hedges and lower NGL prices. Volumes from the Marcelius
jumped to ~800 mmcfe/d from ~300 mmcfe/d in Q1'12. 2013 Production
guidance is being raised to 340-350 Bcfe, up ~33% from 2012. On the cost side,
LOE expense of $0.15/Mcf was below our $0.18/Mcf number. D&A of $1.54/Mcf
was above our $1.40/Mcf assumption. On the call, management announced that
60% of gas production has been hedged for 2013 (average price $4.55 mcf), and
30% for 2014 (average price $4.48 per mcf).

m Midstream -~ EBIT was $74 mm ahead of our estimate of $63 mm on higher
gathering volumes {101 mmcf/d vs. 84 mmcf/d estimate), offset partially by
slightly lower gathering fees {$0.81 Mcf) against our estimate. Gathering volumes
grew by +40% Y/Y. Expenses grew slightly, as EQT continues to buiid out the
business. EQT raised midstream EBITDA guidance from $335 to $350-355 mm.
Management expects the next phase of drop downs to EQM to occur in Q3'13.
Currently, ~25% of midstream asset sit at EQM.

m Distribution — EBIT was $52 mm, ahead of our estimate of $43 mm on
increased residential usage due to colder temperatures during the quarter (HDDs
up 30% Y/Y), compared to Q1'12. The Sale of the Gas utility is scheduled to
receive approval by year end.

® Valuation — We are maintaining our valuation pending further analysis.

EPS 8] Qz Q3 Q4 FY FC Cons
2012A 0.50A 0.21A 0.31A 0.46A 1444 1.49A
2013E 0.82€ 0.47E 0.46E 0.63E 218E 230E
Previous 0.60E 043E G.42E 0;58E 203E na
2014E 0.76€ 0.61E 0.60E 0.78E 2.75E 31E
Previous 0.79E 0.84E 0.83E 0.82E 288E na
2015E 0.89E 0.74E 0.74E 0.93E 3.30E 4.01E
Previous 0.84E 0.79E 0.78E 0.98E 348E na

Source: Company Reports and dataCentral, Citi Research. FC Cons: First Call Consengus.

. N _ citivelocity.com
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North America | United States

Company Focus

B Company Update

Faisel Khan, CFA
+1.212-816-2825
faisel khan@citi.com

Neutral

Price {30 Apr 13} UUs$61.56

Target price

Expected share price return
Expecled dividend yield
Expected total return

Market Cap US$4,835M

Price Performance
{RIC: TEG.N, BB: TEG US)

usD

80

58

56

5t W

52

50 . . 3 . . ] . . 1 . .
30 a0 31 31
Jun Sep Dec Mar

CASE NO. 2012-00148
ATTACHMENT 2
TO OAG DR NC. 1-183

Citi Research

Integrys Energy Group, Inc. (TEG)
EPS Ahead; Valuation at High-End Vs. Peers

m EPS - Our Q1/13 EPS estimate is $1.68 p/s. Our FY13 estimate is $3.39 p/s.
2013 guidance is expected to be $3.05-$3.55. The wide range is primarily driven
by the lack of ciarity around the People’s rate case, currently under review by the
IL PUC. Fox Energy acquisition closed during Q1. TEG expects to raise $600
mm in debt and hybrid financing, and $40 mm in equity (through it Stock
Investment Plan) jikely in the second half of 2013. Earnings from Fox won't hit
TEG’s bottom line tiil next year following regulatory approval. Integrys expects to
grow earnings by 4-6% through to 2015, based on 2011 as the base year.

a Valuation & Qutlook — The stock trades at the higher end of its peer group
despite a sober earnings outlook and challenges at its non-regulated business.
The regulatory outiook in IL also remains unclear. We don't expect an increase in
dividends for at least the next two years.

EPS Q1 Q2 Q3 Q4 FY FC Cons
2012A 1.48A 0.19A 0.51A 0.98A 3.16A 3.26A
2013E 1.68E 0.42E 0.21E 1.41E 3.3%E 3.35E
Previous 1.68E 0.42E 0.21E 1.11E 3.39E na
2014E 1.66E 0.42E 0.23E 1.14E 3.46E 3.59E
Previous 1.66E 0.42E 0.23E 1.14E 345E na
201SE 1.65E 0.41E 0.19E 1.09E 3.34E 3.78E
Previous 1.65E 041E G.19E 1.08E 3.34E na

Source: Company Reports and dataCenlral, Cifi Research. FC Cons: First Call Consensus.

e ~ ) _citivelocity.com
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Company Focus

E Company Update

Faise! Khan, CFA
+1-212-816-2828

MDU Resources Group Inc (MDU)
EPS Ahead of Street; Significant Value Remains fo be Unlocked

B EPS — We estimate MDU EPS in Q1/13 will be $0.26 p/s driven primarily by the
Y/Y improvement in Construction Services and the E&P segments. A pick up on
overall construction activity, buoyed by low interest rates and improving economic
growth is driving our improved outlook. Additionally we expect oil production to
grow ~30% Y/Y, offsetting lower preduction of natural gas.

® Valuation & Target Price — We are reiterating our $29 target price and Buy
rating. We believe there continues to remain opportunity to unlock significant
value from the individual compenents of the company. We think there's limited
downside risk to our valuation from current leveis,

faisel khan@cili.com

Buy 1
Price (30 Apr 13} LUS§24.95
Target price Us8%28.00
Expected share price return 16.2%
Expected dividend yieid 2.7%
Expected {otal return 19.0%
Market Cap uss$d, 711M

Price Performance
(RIC: MDU.N, BB; MDU US)

usp
25
24

23

22 M\,

21

20

lg v v 0 . 1 . v 1 . -
30 a0 - 31 31
Jun Sep Dec Mar

EPS o Q2 Q3 Q4 FY FC Cons
2012A G.19A 0.18A 0.38A 0.40A 1.15A 1.15A
2013E 0.26E 9.20E 0.44E 0.36E 1.2TE 1.32E
Previous 0.26E 0.20E 0.44E 0.36E 1.27E na
2014E 0.30E $.25E 0.46E 0.38E 1.39E 1.46E
Previous 0.30E 0.25E 0.46E 0.38E 1.39E na
2015E 0.32E 0.27E 0.50E 0.42E 1.61E 1.61E
Previous 0.32E 0.27E 0.50E 0.42E 151E na

Source: Company Reporis and dataCentral, Citi Research, FC Cons: First Call Consensus,

25 OS02/12 06
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Company Focus National Fuel Gas Co (NFG)

Maintain Rating for Now

u EPS - We now estimate FQ2'13 EPS of $1.07, above the street at $0.96.

m E&P — We estimate F2Q upstream production of 288mmcfed. We expect
production in the Appalachia region to be up nearly 8% sequentially. We expect
oil production in California to remain flat sequentially.

B Company Update
B Estimate Change

m Valuation & Target Price - We are maintaining our target price and rating
pending additional analysis. NFG has a backlog of $700mm in pipeline and
midstream projects that we have not fully capitalized in our long-term earnings.

Buy 1 Furthermore, the current recoverY in Qas is fikely to provide up_side sgpport to our
Price (30 Apr 13) US$62.26 2013 earnings estimates. We. masntasn our rating and target price unti! we can
Target price LIS$57.00 fully evaluate these opportunities.

Expected share price return -8.5%

Expected dividend yield 2.1%

Expected total refurn -6.4%

Market Cap US$5,200M

Price Performance

(RIC: NFG.N, BB: NFG US)
uso

60
55
50
15
10

e e e e
30 30 31 31
Jun Sep Dec Mar

EPS Qi Q2 Q3 Q4 FY FC Cons
2012A 0.73A 081A 0.52A 0.58A 2.63A 2.53A
2013E 0.84A 1.07E 0.60E 0.68E 3A8E 291E
Previous 0.81E 0.98E 048E 0.52E 2.79E na
2014E 0.87E 1.65E 0.60E 0.63E 345E 2.98E
Previous 0.76E 0.98E 0.51E 051E 2.75E na
2015E 0.89E na na na 3.53E 3145E
Previous 0.84E na na na 3.36E na

Satree: Company Reports and dataCentral, Citi Research. FC Cons: First Call Consensus.
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Company Focus

® Company Update
B Target Price Change
# Estimate Change

Neutral 2

Price (30 Apr 13) US$30.75

Target price 1US$30.00
from US$27.00

NiSource Inc (NI)
Q1’13 Earnings Recap; Valuation at High-End vs. Peer Group

®m EPS - Nl reported EPS of $0.69 p/s, marginally below consensus and a cent
higher from Q112. Overall, operating resulis across the three segments was
mixed, but continues to roli-out new rates alongside the ramp up of infrastructure
programs across its entire footprint. The quarter reflects a $340 mm forward
equity sale that was initiated in Sept/12, adding 24 mm new shares. Guidance
was reiterated at $1.50-$1.60

B Gas Utility - NI reported EBIT of $234 mm, down 5% Y/Y on higher operating
costs. HDD's were closer to normalized levels, and improved significantly over
last year causing throughput to rebound across all segments. Both Col. Gas MA
& Col. Gas Maryland filed for rate increase in seeking $30 mm and $5mm,
respectively recover infrastructure expenditures. New rates are expected to come
into effect Q114/Q313. During the quarter, Nl entered into a settlement with the
Pennsylvania PUC resulting in a $55 mm rate increase. No details were provided

Expected share price refurn -24%

Expected dividend yield 3.4% on the ROE or equity layer. The rate base (~$1.2 BN} will be based on estimates
Expected total retum 0.7% for Q2/14, based on the settlement and tied to a quarterly infrastructure spending
Market Cap US59 SéBM tracker above the current base rate expectations. New rates are slated for

July/13. We estimate Col. Gas of PA represent ~20% of total EBIT of NI's total
LDC segment.

® Gas Transmission — Nl reported EBIT of $134 mm, down slightly Y-0-Y on
higher O&M related costs. Throughput bounced 6% Y-o-Y. Ni continued to roll-out
previously announced projects in the Marcellus basin and projects related to the

Price Performance
(RIC: NLN, BB: NI US)

:;;D modernization settlement. Midstream spending continued to ramp up.
28 s NIPSCO Electric — NI reported EBIT of $65 mm), up 33% Y-o0-Y. Sales volumes
26 were essentially flat over the same period but cost reductions helped drive
2g results higher. NI reported it Transmission Enhancement program, a $550-700
29 mm program is in preliminary planning stages and scheduled to come oniine later
R N this decade.
Jun Sep Dec Mar

m Valuation & Target Price — We are raising our farget price to $30 from $27 on
our revised target muttiples, but maintain our Neutral rating. Our target price
assumes there is no MLP dropdown event for the midstream segment given
managemen{’s plans to maintain the credit rating of the parent and desire to
avoid triggering a tax event.

EPS Q1 Q2 Q3 o4 FY FC Cons
2012A 0.66A 0.24A 0.06A G.44A 1.39A 1424
2013E 0.711E 0.28E 0.13E 0.42F 1.54E 4.56E
Previous 0.78E 0.28E 0.10E 0.44E 1.58E na
2014E 0.79E 0.33E 0.14E 041E  1.66E 1.67E
Previous 08iE 0.33E 0.12E 0.45E 1.7k na
2015E 0.80E 0.36E C.19E 0.45E 1.79E 1.78E
Previous na na na na na na

Source; Company Reports and dataCentral, Citi Research, FC Cons: First Cali Consensus.
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Company Focus Oneok Inc (OKE)
Maintain Neutral Rating & $49 Target Price

= EPS - Our Q113 EPS is now $0.64 pfs, above consensus of $0.59. Our
estimates assume Y/Y improvement at the LDC, given more normalized weather
across OKE’s footprint, offset partially by on-going weakness in NGL prices
impacting results at OKS. For 2013, OKE has hedged nearly 80% of its gas
volumes at $3.79/mmbtu, and condensate at $102/bbl. Nearly haif of the NGL
volumes has been locked in at a price of $1.19/gallon.

E Company Update
B Estimate Change

B Project Pipeline — During the first quarter, a few new projects began rolling out.
in the Williston Basin, the Stateline Il plant (G&P), Bakken NGL pipeline, and

Neutral 2 Cverland Pass expansion {G&P) projects came online. In 2013, natural gas

Price (30 Apr 13) 1S$51.36 gathered & processed volumes are expected to rise by ~25% over 2012. NGL

Target price 1US$49.00 gathering volumes are expected to rise 14% over last year as 38 new processing

Expected share price return -4.6% plants come online.

Expected dividend yield 3.0% . i o . .

Expected fotal return —1:/“ m Valuation & Target Price — We maintain our $49 target price and Neutral rating
1.6% pending additicnal analysis.

Market Cap US$10,585M

Price Performance
(RIC: OKE.N, BB: OKE US)
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EPS Qi Q2 Q3 Q4 FY FC Cons
2012A 0.58A 0.28A 0.31A 051A 1.69A 1.69A
2013E 0.64E 0.34E 0.37E 0.58E 1.82E 1.82E
Previcus 0.66E 0.33E 0.34E 0.59E 1.92E na
2(14E 0.77E 046E 0.46E 0.65E 2.34E 2.24E
Previous 0.79E 0.45E 0.45E 0.66E 2.38E na
2015E 0.87E 0.54E 0.53E 0.70E 2.63E 2.68E
Previous 0.88E 0.54E 0.54E 0.72E 2.88E na

Source: Company Reporls and dataCentral, Citl Research. FC Cons: First Call Consensus,
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Company Focus Questar Corp (STR)
S.Trails & Wexpro Il Setup Positive Backdrop; Maintain Buy

B EPS — We estimate STR will earn $0.44 per share, essentially in-line with
consensus. During the quarter, the Utah PSC approved the terms of a new
agreement for Wexpro |, similar to terms at Wexpro . The agreement will likely

= Company Update generate returns for STR in the 18-20% range. STR will acquire oll and gas
properties at its own expense but both the UT and WY commissions will maintain
the right of first refusal. We estimate the deal will require STR to spend between
$25-$50 mm this year to acquire properties. The WY commission is yet fo sign-
off on the agreement but it is expected to go through.

Buy . 1 m Valuation & Target Price — We maintain our $25 target price and Buy rating. We
Price (30 Apr 13) 1US$25.39 currently include a partial value for STR's interest Southern Trails. STR’s active
Target price 1S$25.00 organic growth outlosk remains constructive. We will look for an update on the
Expected share price return -4.5% Southern Trails Pipeline conversion plan during the earnings call.

Expected dividend yield 3.0%

Expected total return 1.4%

Market Cap US$4,448M

Price Performance
(RIG: STR.N, BB: STR US)

usD
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% % 31 a1
Jun Sep Dec Mar

EPS Q1 Q2 Q3 Q4 FY FC Cons
2012A 0.41A 0.22A 0.18A 0.36A 1.18A 1.21A
2013E 0.44E 0.19E 0.15E 0.35E 1.13E 1.20E
Previous 0.45E 0.20E 0.15E 0.38E 1.19E na
2014E 0.48E 0.21E 0.16E 0.37E 1.23E 1.28E
Previous 0.40E 0.22E 0.17E 0.40E 1.28E na
2015E 0.51E 0.23E 0.18E 0.40E 1.31E 1.35E
Previous na na na na 1.36E na

Source: Company Reports and dataCentral, Citi Research. FC Cons: First Call Consensus.
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North America | United States

Company Focus

# Company Update
® Target Price Change
¥ Estimate Change

Buy 1
Price (29 Apr 13} US§81.51
Target price US$91.00
from US$80.00
Expected share price return 11.6%
Expected dividend yield 31%
Expected total return 14.7%
Market Cap Us$19,840M
Price Performance
(RIC: SRE.N, BB: SRE US)
ush
30
75
70
65
60 D T T
30 30 31 1
Jun Sep Dec Mar

Sempra Energy (SRE)
Adjusting EPS Estimates; Raising Target Price to $91

m EPS — We are adjusting our 2013-2014 EPS estimates to $4.43/$4.81 from
$4.64/$5.06. In tandem, we are marginally adjusting our Q1’13 estimates to
$1.01, below consensus of $1.03. Our estimate changes are driven primarily by
management’s revised 2013 guidance, which includes a rate increase from the
GRC decision, expected to fiow through in Q3'13. Overall, we think SRE can
continue to grow earnings at an average rate of ~8% per annum through the
decade.

m Utilities — Our Q1'13 earnings estimate ($175 mm) is flat y-0-y, as SRE
continues to recognize earnings based on 2011 rates. Our estimates for 2013
now reflect the midpoint of 2013 earnings guidance {(SoCal Gas $355 mm, SDGE
$540 mm). Our revised estimates assume: 1) the pending GRC decision remains
on track and rolls through to earnings in Q3’13 (final decision expected in May
/13); 2) include a ~$50 benefit from gas pipeline repair costs; and 3) lower ROE's
for the both the California Utilities and FERC regulated transmission business.
Going forward, our estimates reflect approximately 8% earnings growth at
SoCalGas and 4% at SDG&E, inline with management’s guidance at the 2012
analyst day.

m [nternational Utilities — On Mar 22/13, Sempra announced the |PO of its
Mexican business unit (formerly Sempra Mexico, now referred to as IENova).
The offering will reduce SRE’s interest by ~17%, and potentially up to 18% if the
overallotment option is exercised in full. The proceeds from the offering {~$500
mm), will be used for investment in midstream projects announced late last year
(31BN pipeline network with CFE}), scheduled to ramp up over the next 2-3
years. Our revised EPS estimates account for the reduced stake in the Mexican
business. We are raising our target multiples for International segment to be
inline with current market levels.

m lLiquefaction — Our view remains unchanged. We expect SRE wili receive both
FERC {fall 2013) and DOE (2H13) approvals to export gas at Cameron.
However, we are adjusting our model to have the facility exporting in 1TH17, in
line with management’s revised timeline. We previously assumed the first train
would come online by 2H16. All three trains could generate ~$850 mm EBITDA
to SRE by 2019. Management expects all three trains to be completed by the
end of 2018. SRE could begin construction at Cameron later this year.

u Valuation and Target Price — We are raising our target price to $91 per share on
our updated target multiples for Sempra Mexico and South American assets.

EPS Q1 Q2 Q3 Q4 FY F€ Cons
2012A 0.98A 0.97A 112A $17A 4247 4.35A
2013E 1.01E 0.88E 1.39E 1.15E 4.43E 4.52E
Previous 1.00E 0.93E 1.56E 1.15E 4.64F na
2014E 1.27E 1.09E 1.36E 1.08E 4.81E 4,76E
Previous 1.06E 1.02E 1678 1.30E 5.06E na
2015E 1.33E 1.27E 1.53E 1.24E 5.34E 5.10E
Previous 1.21E 1.20E 1.84E 1.43E na na

Source: Company Reporls and dataCentral, Citi Research. FC Cons: First Call Consensus,
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Company Focus

B Company Update
B Target Price Change
M Estimate Change

Neutral 2
Price (30 Apr 13) Us$50.67
Target price Us$51.00
from US$48.00
Expected share price return 0.7%
Expecied dividend yield 26%
Expected total return 3.3%
Market Cap US$2,346M
Price Performance
{RIC: SWX.N, BB: SWX US}
usD
48
46
44
42
40 . . | . P B ' ]
30 30 31 31
Jup Sep Dec Mar

Southwest Gas Corp (SWX)

EPS Ahead of Consensus; No Likely Surprise in Construction

m EPS — Our estimate for Q1/13 is now $1.65 per share, slightly ahead of
consensus. We are revising our 2013-14 EPS estimates to $3.00/$3.16 to
account for the seasonal and economic impact of decoupling mechanisms in AZ.

= Rate Cases — On March 14/13, the Nevada PUC voted to authorize slightly
higher rates compared to their previous decision in Q4/12. The updated decision
will raise the ROESs for both the Southern and Northern. Equity layer and ROE
have also been adjusted (S. NV 43%/10%, N.NV 59%/9.3%). SWX also filed a
GRC in CArequesting a $12 mm boost to rates {57% equity layer). New rates will
become effective Jan/14. On the call, management raised their capex guidance
range by ~10% to $340 mm {midpoint) a year out to 2015.

B Valuation & Target Price — We are raising our target price to $51 from $48 on
our revised valuation multiples and reiterate our Neutral rating. We estimate EBIT
at the LDC to grow 1-2% going forward. Overall, management expects io grow
operating earnings by 5-8% going forward.

EPS Q1 Q2 Q3 Q4 FY FC Cons
2012A 1.70A -0.08A -0.09A 1.33A 2.86A 272A
2013E 1.65E 0.12E 9.01E 1.22E 3.00E 287E
Previous 1.55E 0.07E -0.04E 110E 2.88E na
2014E 1.68E 0.21E 0.04E 1.24E 3.16E 2.98E
Previous 1.58E 0.16E -0.02E 1.12E 2.84E na

Seurce: Cempany Reports and dataCentral, Citi Research.  FC Cons: First Cajl Consensus.
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Company Focus Spectra Energy Corp (SE)
EPS Above Consensus; Raising Target Price to $29

= EPS — Our Q113 EPS estimate is now $0.52, above consensus of $0.49. We
expect improvements in weather to lift operating results at UST and at Union Gas

B Company Update compared to Q1'12. However, this will be partially offset by weakness at

W Target Price Change Empress. On the call, we will iook for an update on SE's timsline to drop down

W Estimate Change assets to SEP, including the Express-Platte crude pipeline, which closed late in
the guarter.

B US Transmission — in late March/13, SE filed an application for its TEAM 2014
pipeiine project, planned to move gas from the Marcellus to the East Coast, Guif

Neutral 2 Coast and into the Midwest. Anchor shippers on the pipelines include Chevron
Price (30 Apr 13) US$31.53 and EQT Energy. The pipeline has an estimated cost of $520 mm and has
Target price 1US$30.00 committed contract capacity of 800 mmcf/d from producers in the Marcellus. The
from US$27.00 project is targeted to come online by November/14.
Expected share price return -4.9% . .
Expected dividend yield 359, = W ,C.anada - We ex‘pect margins o remain under pressure at E.mpress, and
Expected total return —“TZ"Z anticipate an operating lost of ~$12 rr_zm on the quarter. Lgter this year, the
Dawson Il and North Montney gathering & processing projects are expected {o
Market Cap Us521,099M come online towards the back end of the year. Foliowing discussions by
producers and offtakers at LNG 17 in Houston in April, the outlook for the
development of LNG projects in BC remains constructive. However, we think a
Price Performance rationalization of the nearly a dozen proposed LNG projects is likely fo happen
(RIC: SEN, BB: SE US) over time.
4sD : m DCP — OQur estimate for Q1’13 EBIT is $119 mm, which assumes an average
31 : NGL barrel (MB/Conway) of $0.89/g. We wil look for an update on the call
3 ' regarding an updated timeline for drop downs.
29 )
28 m Valuation & Target Price — We are raising our target price to $30 from $27 on
27 ‘ our revised target multiples, but maintain our Neutral rating. Lower commodity
R R T B prices and uncertainty regarding the timing and size of drop downs is likely to
dun Sep Dec Mar pose near-term headwinds for the stock.
EPS &1 Q2 Q Q4 FY FC Cons
2012A 0.52A 0.33A 0.27A 0.32A 1444 143A
20M13E 0.52E 0.33E 0.27E 0.37E 1.49E 1.51E
Previous 0.51E 0.33E 0.28E 0.37E 1.49E na
2014E 0.53E 0.37E 0.32E 0.39E 1.61E 1.64E
Previaus 0.55E D.37E D.33E 0.40E 1.65E na
2015E 0.60E 0.42E 0.37E 0.46E 1.85E 1.74E
Previous na na na na na na

Source: Company Reports and dataCeniral, Cifi Research. FC Cons: First Cait Consensus.
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Company Focus

W Company Update
B Target Price Change
R Estimate Change

Buy 1
Price (28 Apr 13) USs$38.22
Target price US$43.00
from US$39.00
Expected share price relurn 12.5%
Expected dividend yield 3.8%
Expected total refurn 16.3%
Market Cap US$26,088M

Price Performance
{RIC: WMB.N, BB: WMB US)
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The Williams Companies Inc (WMB)

Raising Target to $43; Execution in the Marcellus-Utica Key to

Valuation

® EPS — We now estimate 1Q'13 EPS of $0.22 per share. This is down

sequentially from 4Q as a result of weaker NGL prices, more shares outstanding

and interest expense.

B Growth — We estimate 2013 EPS will be a low for WMB at $0.94. The capital
raises and lower liquids prices have all been a head wind for WMB earnings.
However, going forward, last year's acquisitions are expected fo significant
earnings growth. We estimate 2014 and 2015 EPS now will be $1.31 and $1.96.

We believe WMB can hit its dividend targets.

& Risks — The key risks to WMB'’s earnings at this point are: 1) the execution of
growth in the Marcellus; 2) a modest recovery in NGL prices; and 3) stable oil
prices which have been driving higher ethylene pricing.

® Valuation — We are increasing our target price to $43 per share which is solely
based on our discounted cash flow valuation. We use this methodology given the
LP and GP interest WMB maintains in both WPZ and Access.

EPS 03] Qz Q3 Q4 FY FC Cons
2012A 0.39A 0.22A 0.25A 0.24A 1.09A 1.11A
2013E 0.22E 6.23E 0.24E 0.25E 0.94E 1.02E
Previous 0.30E 0.29E 0.33E 0,35E 1.27E na
2014E 0.28E 9.28E 0.36E 0.38E 1.31E 1.40E
Previous 0.36E 0.35E 0.40E 0.43E 1.54F na
2015E na na na na 1.96E 1.52E
Previous na na na na 1.98E na

Source: Company Reports and dataCentral, Citi Research. FG Cons: First Call Consensus.
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Company Focus UGI Corp (UGI)
EPS Below Street; Valuation Gap to Peer Group Now Closed

® Earnings — We now estimate Q2/13 EPS will be $1.38, below consensus of
$1.44. Our estimates account for better Y/Y weather across the company’s
® Company Update footprint driving better margins at the Propane and Gas Utility. We think the
B Target Price Change Q1/13 run-up in the stock price has closed the historical valuation discount to its
B Estimate Change peers. On April 1/13, current CEQ Lon Greenberg officially retired. He was
replaced by President and COC John Walsh.

m Propane — Our estimate for EBITDA is $350 mm, and assumes total galions sold
of 540 mm, and accounts for the Y/Y normalization in weather across APU'’s

Neutral 2 service territory. We estimate a ~5% improvement Y/Y in retail propane prices
Price (30 Apr 13) 1S$40.98 and a ~10% increase in gross profit margin/gallon. UG! now owns 26% of APU
Target price US$40.00 and is the sole GP owner.

from US$37.00 \ . . .
Expected share price retum 24% = International — We estimate EBIT of $60 mm for the quarter. Our estimate is
Expected dividend yleld 2 7% ~10% lower Y/Y on higher operating cosis related to recent acqguisitions.
Expected total return 0.3% m Valuation & Target Price — We are raising our target price to $40 p/s, up from
Market Cap US$4,638M

$37 per share on our revised target multiples. We assume UG! frades at a 15%
discount to its gas utility peers given the large position it has in Propane. Our
rating is unchanged at Neutral.

Price Performance
{RIiC: UGLN, BB: UGI US)

usn
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EPS o Qz Q3 Q4 FY FC Cons
2012A 0.78A 1.20A -0.05A 0.14A 1.79A 1.80A
2013E 0.91A 1.38E 0.12E 0.10E 2.50€ 248E
Previous 1.02E 1.34E 0.11E 0.09E 2.55E na
2014E 1.06E 1.46E 0.16E 0.45E 2.82E 2.78E
Previous 1.12E 1.39E 0.12E 0.10E 273E na

Scurce: Company Reports and dataCentrad, Citi Research.  FC Cons: First Call Consensus.
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Multi-Utilities (GICS) | Integrated Natural Gas & Gas Utilities {Citi)

North America | United States

Company Focus

® Company Update
¥ Target Price Change
® Estimate Change

Neutral 2
Price (30 Apr 13} U3$37.56
Target price US$36.00
from US$30.00
Expected share price return -4.2%
Expected dividend yield 3.7%
Expected tetal return -0.4%
Market Cap US$3,000M

Price Performance
{RIC: VVC.N, BB: VVC US}
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Vectren Corp (VVC)
EPS Inline with Street; Raising Target Price to $36

B EPS - Our Q1/13 EPS estimate is now $0.89 per share. We are also raising our

2013 EPS to $2.02, at the midpoint of the company's 2013 guidance Outiook for
the Regulated segment remains unchanged, with growth in the low single-digits,
while Non-regulated earnings continue to recover, Headwinds at Coal and
Trading are likely to persist until the middle of the decade.

Regulated - Regulated earnings should account for 80-90% of earnings, on a
combined rate base of $2.6 BN, of which Gas represents 45%, and Electric the
balance. Both the gas & electric uiilities are earning at their allowed ROFEs. Gas
infrastructure replacement spending and a focus on cost reductions wilt drive
earnings growth in ‘13, The utilities are expected to contribute $1.70 (midpoint) of
total EPS in 2013, up 1% over 2012. Capex will increase by 10% to $280 mm,
and average ~$300 mm/yr through 2015, The regulatory environment in OH & IN
remains constructive for infrastructure spending.

Non-Regulated - Infrastructure construction services remains the primary driver
of earnings growth in the segment. 2013 guidance for Non-regulated is $0.30
{midpoint), up 15% over 2012. Overall, earnings are expected to grow at 10%.

Coal - lllinois Basin prices are expected to remain in the low to mid $40/ton
range. Management remains commitied to the business and expects a recovery
in gas prices o improve economics for the coal.

Valuation & Recommendation — We are raising our target price to $36 per
share from $30 per share on our updated valuation for utilities.

EPS W Q2 Q3 Q4 FY FC Cons
2012A 0.63A 0.32A 0.47A 0.51A 1.92A 1.94A
2013E 0.69E 0.20E 0.51E 0.62E 202 1.9%E
Previous 0.74E 0.12E 0.35E 0.70E 181k na
2014E 0.70E 0.17E 0.52E 0.59E 1.98E 2.15E
Previous 0.75E 0.13E 0.37E 0.72E 1.87E na
2015k 0.71E 0.17E 0.53E 0.61E 2.03E 2.23E
Previous 0.77E 0.15E 0.38E 0.73E na na

Source: Company Reports and dataCentral, Citi Research, FC 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 {GAS) Neutral {2). AGL has created sharehoider 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 eamings.

Valuation

We apply four valuation methods to derive a $44 target. 1) NAV yields a value of
$42. We value regulated assets at a multiple of rate base (1.6x for utilities, 1.6x for
pipelines/storage). We value the Energy Investments unit, which includes storage
assets and a propane facility, at 9x 2014E EBITDA (in line with the pipeline/stocrage
muitiple), 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 9x 2014E EBITDA, in line with midstream & marketing
multiples. These values are partially offset by AGL's net debt. Atlanta Gas Light
inctudes 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 net included in rate base (no return is
associated with program). Qur DDM values the company at $44. 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 P/E & EV/EBITDA multiples
are based on our proprietary analyses, which utilizes current ERPs, current betas &
projecied risk-free yieids. For our P/E analysis, we use multiples of 16.5x for the
company's regulated & retail marketing assets and 10.0x for the wholesale assets.
For our EV/EBITDA analysis, we use multiples of 9x for the company's regulated
and retail marketing assets and 6.5x for the wholesale business. Our P/E &
EV/EBITDA analyses {2014E earnings) yield values of $45 and $46.

Risks

The key risks to our thesis on AGL are (1) Regulatery: AGL has a constructive
relationship with its regulators in Georgia, Virginia, Hlinois 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-
confracting 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 fiows (favorably
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or unfavorably). (4) Capital Markets: AGL is a relatively small utifity 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 vaiue 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 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 frem demand.
Cnly Colorade {(~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 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 muitiple valuation methodologies to derive our $43 target. Our NAV
yields a vaiue of $48. We value regulated assets at a muitiple of rate base {1.6x for
utiliies). We value the pipeline assets at 8x "14E EBITDA and the marketing
business at 5x '14E EBITDA. These values are partially offset by the company’s net
debt. Our DDM values the company at $44. We calculate a hypothetical dividend,
based on ATO's reguiated capital growth, authorized returns and cost of equity to
arrive at our DDM valuation. Our P/E and EV/EBITDA muitiples are based on our
proprietary analyses, which utilizes current ERPs, current betas and projected risk-
free yields. For our P/E analysis, we use multiples of 16.5X, 16.5x and 10x for the
company's utility, pipeline/storage and marketing assets. For our EV/EBITDA
analysis, we use multiples of 9x, 9x and 8.5x for the company's utility,
pipeline/storage and marketing assets. Our P/E and EV/EBITDA analyses (2014E
earnings) vield values of $43 and $46.

itivelocity.com
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Risks

The key risks 1o our investment thesis on ATO 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 —ATQO 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. Qur research shows that ATO hedges their physical delivery of
gas using its access to storage and pipeline transpertation 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 dualdisted 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 (BIP) 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 of $36 is based on a 2013 estimated distribution of $1.68 per unit
and a 4.67% implied target yield. Our target yield is derived from BIP's historical
average spread to the US 10-year Treasury. We estimate an average 10-year yield
of 2% in 2013, in-line with CIRA estimates.

Risks

The primary upside risks to cur target price are: 1) Accretive asset acquisitions; 2)
Crganic 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 $1bn 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 alsc 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). Cur 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 capacily, expansion of
pipeline capacity, regulated growth and gas well connections.

Valuation

We average multiple valuation methodologies to derive our $27 target.

Our NAV yields a value of $30. We value regulated assets at a multiple of rate base
(1.6x for utilities, 1.6x for pipelines). The company's marketing and midstream
segments are valued at 5x and 10x 2014 EBITDA. These values are partially offset
by the company's net debt.

Our DDM values the company at $24.

Our P/E 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 P/E analysis, we use multiples of 16.5/18x on 2014E earnings for the company's
utility/pipeline assets, while applying 18x and 8x multiples to the company's
gathering and marketing assets. For our EV/EBITDA analysis, we use multiples of
9x and 10x on 2014k EBITDA for the company's utility and pipeline assets, while
applying 10x and 5x multiples to the company's gathering and marketing assets.
Our P/E and EV/EBITDA analyses yield vaiues of $25 and $29.

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 ook 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 segmenis 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 fo 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.
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Cheniere Energy Inc

Company description

Cheniere was a first mover in the race fo site and develop LNG terminals in the U.S.
The company currently has ownership of the Sabine Pass Regas terminal in the
Guif of Mexico. The company proposes to build a liquefaction facility at its Sabine
Pass terminal fo export US gas fo other parts of the world.

Investment strategy

We rate Cheniere Energy at Buy. 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 overbuiit 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 liguefaction capabilities. While this is a high cost
endeavor, the low price of gas could support this sort of opportunity.

Cheniere’s has delevered its baiance sheet, but there is a significant amount of
project financing and debt held at SPL & CQP. Its new business pian is predicated
on it selling capacity to buyers of natural gas in Asia and Europe. We believe
probability of Cheniere being successful has gene up with recent contract signings
with Asian & European firms with sclid reputations. Cheniere is the sole company in
the US to have all regulatory license to export fo FTA and non-FTA countries.

Valuation

We use four valuation analyses to derive our $30.00 per share target price.

Our NAV analysis resuits in $23 per share. Our analysis is based on the liquidation
vaiue of the pipelines owned at Cheniere Energy, Inc, 10.2 million units of CQP
commoen 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 BCF analysis results in a share price of $36 per share on a consolidated basis.
This is a result of a relatively high cost of capital.

Our WACC reflects an equity risk premium of 6.2%, an assumed bond spread to the
ten-~year Treasury yield of roughly 870 bps, a risk free rate of 2% and a two-year
beta of 1.75. The Company's cost of equity is 13% and WACC is 13%. We assume
Cheniere Inc. holds no debt at the parent company.

Cur P/E and EV/EBITDA multiple analyses are based on 2018 as a peak year for
earnings and EBITDA. We use muitiples particular to the specific business parts.
We estimate peak earnings per share of nearly $1.65 and EBITDA of nearly $2.366
billion on a consolidated basis. These estimates consider the equity required to fund
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the liquefaction facility. These metrics yield an equity valuation of $23 and $37 per
share.

The average of these values yields a $30 per share target price.

Risks

Cheniere generates no earnings and will not generate any earnings in our modei
untit 2018. Qur recommendation is based on Cheniere moving forward with at four
liquefaction trains. The company has a substantial amount of debt on its balance
sheet at CQP. 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 a portion of 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 exporis 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 tc 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$32
hillion). The firm is headquartered in Calgary, Alberta.

Enbridge primarily operates in the fellowing lines of business (shown in line with
actual reporting segments):

1} Crude Of Pipeiines & Storage

2) Natural Gas Pipelines, Processing & Energy Services
3) Natural Gas Distribution; and

4) Sponsored Investments & Corporate.

Enbridge owns a 23% 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 alsc owns a 70% stake in Enbridge Income Fund (EIF), a publicly traded
yield-oriented investment vehicle listed on the Toronto stock exchange. EIF 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 cur C$46 target price. We
value ENB at C$37 pfs on an NAV basis, where we value the company's hard
assets at C$67bn and then back out $21bn of net debt and ~C$13bn of expansion
capex for an equity value of ~C$33bn ($42p/s); C$48 on a DCF model, where we
estimate iong-term growth (beyond 2015) at 5% per annum and & discount rate of
5.43% (cost of capital); C$47p/s on an EV/EBITDA basis where we use 2015E
EBITDA discounted two years at the company's cost of capital and a 13x forward
trading multipie; and C$51p/s on a long-term P/E 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 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 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 mainiine system.

EQT Corporation

Company description

EQT Corp is a regional integrated natural gas company with operations in the state
of Pennsyivania 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 $66, based on the averaged value of the following valuation
methodologies. Our NAV calculation results in a target price of $66p/s. We estimate
that Distribution is worth ~$850mm based on $107mm of 2013E EBITDA and a 8x
multiple. We value EQT's E&P business at ~$6bn, which includes proved reserves
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of 5.4Tcfe, but affords no credit for probable and possible reserves. We value
proved natural gas reserves at $1.15/Mcf and Crude Oil reserves at $18/bbl, though
EQT is essentially a pure-play natural gas name. We value the Midstream business
at $5bn based on 2013E EBITDA of $430mm (ex Marketing) and a 11.2x EBITDA
multiple {blended pipeline & midstream multiple). We assume the Marketing
business is worth ~$180mm based on 2013E EBITDA of $37mm {5x mid-cycle
multiple). We then subtract ~$2.3bn of net debt and other liabilities. Our DCF
analysis results in $70 pfs 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 P/E analysis results in a value of
$53p/s. We base our analysis on 2013 estimated earnings. Our EV/EBITDA multiple
analysis values EQT at $68p/s, based on 2013 EBITDA estimates and a blended
multiple of 10.1x.

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.

Commeodity Price Risk - Commuodity 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 flows 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.

Integrys Energy Group, Inc.

Company description

Integrys Energy Group (TEG) operates as a natural gas and electric utility with over
2 million customers in Minnesota, Wisconsin, Michigan, and Hlinois. 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 2010.

Investment strategy

We rate TEG Neutral {2). Our rating on Integrys 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 fremendous change over the last couple years
through muitiple acquisitions and divestitures.

1 PM Atmos Energy Gorp. {nv. R




North American Pipelines
30 April 2013

CASE NG. 2012-00148
ATTACHMENT 2
TO OAG BRNC. 1-183

Citi Research

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

This company has a Neutral rating. We have not assigned a target price and
therefore no valuation methodology is applicabie.

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 fo 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 utifities, TEG is exposed to fluctuations in temperatures and ¢onservation{
4)Higher Gas and Purchased Power Costs — TEG may encounter enhergy 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 shart 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 Buy. We belisve MDU should break up via 1) a tax-free spin-off of the
Construction Materials & Services business; and 2) an outright sale of E&P. Under
such a scenario, we estimate a break-up value of ~$29p/s. Shares of MDU have
under-performed a basket of 21 peers (MDU’s Proxy peers) by over 500bps YTD.
We believe the integrated business modet is no longer in the best interest of MDU
shareholders.

‘Vaiuation

Our target price is $29p/s, which we believe is reflective of the break-up value of the
company.

We estimate that MDU will be able to sell the E&P assets for $1.4bn and assume
and additional ~$300mm at the parent company as a result of right-sizing its
balance sheet, which can be directed towards share repurchases.
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We estimate the the NewCo Regulated company will trade at an implied 15.4x 2013
Earnings and the NewCo Construction company at 10.6x '13 EBITDA. These
metrics are in-line with peers.

We calculate a total value of ~§13p/s for the Regulated company and ~$16p/s for
the Construction company.

Risks

The primary risk to our break-up thesis is that MDU does not o break the company
up and remain an integrated company. Otherwise, should exploration prove
uneconomic, the company could be left with only ~2 years of drilling inventory
across its core Bakken position.

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 oit.

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. NFFG 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 commeodity price exposure and serve as a
balancing poeint 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

Our target price is $57, based on the average of the foliowing valuation
methodologies.

Our NAV caiculation results in a target price of $58p/s valuing NFG's hard assets at
$6.8bn and then backing out ~$1.4bn of net debt for an equity value of $6bn. Our
DCF valuation results in a target price of $59p/s where we value the E&P segment
at $46p/s and the rest of the business as $30p/s based on a long-term growth rate
of 2% (beyond 2015) We back out $17p/s in debt. We use the company's cost of
capital as our discount rate. Our EV/EBITDA methodology results in $53p/s using
2013E EBITDA and a blended multiple of 7.4x, while our long-term earnings
calculation is $59p/s using 2013k EPS and a blended 18.5x EPS muitiple.

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.
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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
wauld 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. minimat
direct commadity price risk} segments.

If the impact from the above risks tumns 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 Nerthern 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 Guif
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 $1.60+ per share, including growth from expected rate increases at
NiSource's utilities. Qur estimates do not include i} substantial industrial load growth
at the utility or ii) the potential for a build out of Ni's pipeline and storage assets,
which have a favorable footprint in the Marcellus Shale, and iii) better than expected
production results across NI's mineral right holdings. Monetization of Utica mineral
rights remains unclear, so we rate the shares Neutral, but initial data is constructive.

Valuation

We average multipie valuation methodologies to derive our $30 target, Our NAY
yields a value of $27. We valus 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 $29. Our P/E and
EV/EBITDA multiples {2014 estimates) are based on our proprietary analyses,
which utilize current equity risk premiums, current betas and projected risk-free
yields Qur P/E and EV/EBITDA analyses yield values of $29 and $33.

Risks

The key risks to our investment thesis are (1) Rate Cases — We estimate the
company wili recejve rate relief at severai 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
- gitigelogjty,com
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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 {o 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 Pariners (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, Okiahoma, and
Texas {Distribution}, and (3) a natural gas marketing and trading segment with both
retall and wholesale customers (Energy Services).

Investment strategy

We rate shares of OKE Neutral. OKE cffers 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
affect Energy Marketing earnings. OKE carries some indirect commoedity price risk
via its ownership in OKS, which is mainly exposed {0 natural gas fiquids prices.

Valuation

We use four equally weighted valuation scenarios to reach our target price of $49.

Our NAV caiculation results in a value of $50p/s valuing OKE's hard assets at
~$13bn and we then back out ~$2.2bn of net debt for an equity value of ~§11bn.
Our DCF methodology results in a target price of $51p/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 P/E muitiple calculation results in $47p/s using a blended 21x
EPS multiple on 2014E earnings (discounted to 2013), while our long-term
EV/EBITDA valuation is $47p/s using & 9.6x blended multiple on 2014k EBITDA
{discounted).

Risks

The company's exposure o 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.
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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 {o 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) low-single
digit EBIT growth at the company's pipeline segment; 2} ~$60mm per year of
infrastructure replacement spend at the utility through 2016; and 3) a 20% rate of
return on an increasing capital base (i.e., Wexpro). STR is essentially a fully
regulated business. Qur estimates assume that Wexpro Il will get passed and that
Wexpro will invest ~$150mm of capital through 2015. We are including ~$4p/s of
incremental (risked at 53%) upside tied to the company's current Southern Trails
pipeline conversion project.

Valuation

Our target price is $25, based on the average of the following valuation
methodologies:

Our NAV caiculation results in a target price of $22.50p/s. We estimate that the
distribution business is worth $1.1bn based on 2013E EBITDA and an 8x mid-cycle
EBITDA multiple. We value STR's Pipeline & Storage business at ~$1.5bn, which is
based on 2013E EBITDA and an 8x mid-cycle multiple. We value the regulated E&P
business, Wexpro, at $2.6bn. This is based on a DDM (dividend discount model}
angd net income (for Wexpro 1). We then subtract ~$1.3 biliion of net debt to derive
an equity value.

Our DCF analysis results in $21p/s. We derive a NPV of cash flows over the next 10
years discounted at the firm's WACC of 5.35%. We then add the residual value of
the Utility & pipeline assets as well as the residual vaiue of Wexpro, We subtract net
debt of ~$1.3bn to derive the equity value.

Our long-term P/E analysis results in a value of $21.75p/s. We base our analysis on
2015 estimated earnings discounted to 2013.
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Our EV/EBITDA multiple analysis values Questar at $22p/s. We use a weighted
average 2015E EBITDA multiple of 8.9x on projected EBITDA of $575mm
(discounted te 2013). We subtract ~$1.3bn of net debt to reach our $22p/s target.

We then average these four values together for a target price of ~$21.66 p/s, to
which we add an incremental ~$4p/s ($3.60p/s rounded up) for our $25 target price.

Risks

The primary risks to achieving our target price are:

1) Lack of drilling success at the regulated E&P segment would result in a lower
investment base and therefore a lower refurn and a potentially lower share price.

2} Regulatory pushback or a failure to sign up adeguate capacity on the Southern
Trails conversion is a key downside risk.

if the impact on the company from any of these factors proves to be greater/iess
than we anticipate, it may prevent the stock from achieving our target price or could
cause the stock price to materially cutperform 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 megawatits (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 $81 target.

Our NAV yields a value of $89. We value regulated assets at a multiple of rate base
{1.6X for utilities, 1.6X 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 vaiues the company at $95. Our P/EE and EV/EBITDA multiples are based
on our proprietary analyses, which utilize current equity risk premiums, current
betas and projected risk-free vields. For our P/E analysis, we apply muitiples of
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16.5X, 16.5X and 14X to 2014 earnings at the utifity, pipeline and generation
segments. Qur P/E analysis yields a value of $30.

For our EV/EBITDA analysis, we apply multiples of 9X,9X and 8.5X to 2014 utility,
pipeline and generation EBITDA. Our EV/EBITDA analysis yields a value of $89.

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, along with changes in the regulatory outlook towards
exporting gas. (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. {7) SRE is successfu! in obtaining regulatory approval to export natural
and close financing. If the impact on the company from any of these factors proves
o be greater/less than we anticipate, it may prevent the stock from achieving our
target price and our rating.

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 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
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 $51 target. Our NAV
yields a vaiue of $54. We value regulated assets at a multiple of rate base {1.6x for
utilities, 1.6x for pipelines). We value the Construction Services segment at 5x
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EBITDA, based on a midstream asset muitiple. These values are partially offset by
the company's net debt. Qur DDM values the company at $46. 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 P/E and EV/EBITDA multiples
are based on our proprietary analyses, which utilize current equity risk premiums,
current betas and projected risk-free yields. For cur P/E analysis, we use multiples
of 16.5x, 16.5x and 8x for the company's utility, pipeline and pipeline construction
assets. For our EV/EBITDA analysis, we use multiples of 8x, 8x and 5x for the
company's utility, pipeline and pipeline construction assets. Our P/E and
EV/EBITDA analyses yield values of $50 and $54.

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 acceunt for more than 90% of earnings. Other risks to the shares attaining
our target price include:

(2} Popudation 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.

If the impact on the company from any of these factors proves to be greater/iess
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). We expect SE will grow regulated earnings by
expanding its North American pipeline and storage network; however, commodity
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prices and Canadian exchange rates could add substantial volatility to midstream
earnings.

Valuation

We apply multiple valuation methodologies to derive our $30 target. Our NAV yields
a value of $33. We value regulated assets at a multiple of rate base {1.6x for
utilities, 1.6x for pipelines). We value the Field Services segment at 14.5x 2014E
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 $28, by utilizing a 6.4%
WACC. Our P/E 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 P/E analysis, we use multiples of 16.5x for the company's utility and
pipeline assets. Our P/E and EV/EBITDA analyses yield values of $28 and $30.

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 confracts. 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 couid
require SE to charge producers higher fees to compensate for lower volume on its
systems, potentially degrading its competitive position. Conversely, production
increases couid 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 {o be greater/iess
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 cil. The company also operates
Midstream Canadian & Olefins business.

WMB also owns a ~78% stake in Williams Partners {incl. GP interest), a Midstream
& Pipeline MLP. WMB is the operator of the WPZ assets.
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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. We also include the recent ACMP acquisition in our
estimates.

Valuation

Our discounted cash flow analysis yields a $43 target price. We model in WPZ
contribution via LP and GP distributions as well as ACMP. We tax distributions 25%
for WPZ and 25% for ACMP {though we realize there will be no taxes on the latter in
the near-term dus to deferrals). We discount our cash flows at our WACC.

Risks

Risks we see to Williams achieving our target price include the following:

WPZ - WMB will generate a sizabie 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 / 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,
eccnomics could deteriorate and lower overall project returns.

UGI Corp
Company description

UG! 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
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.

UG! also operates an energy services business with generation and storage assets.

Investment strategy

We rate UGI a Neutral {2). The company provides stable cash flows through a
combination of an electric and gas utility. 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 UGl 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 muitiple vaiuation methodologies derives a $40 target price.
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Cur NAV yields a value of $39. We value regulated assets at a multiple of rate base
(1.6x for gas utilities). The company's gas marketing segment is valued at 6.5x
EBITDA, in-line with multiples for other marketers. These values are partially offset
by the UG!'s net debt.

We value UGl's interest in APU using our MLP team's target price ($36.50). We
value UGl's GP interest based upon GP distributions of ~$1.5 million.

We value UGI's coal-fired power plants at their estimated replacement cost, which
includes a discount applicable to Central App coal plants, of $380/KW.

international propane operations are valued at a 15% discount to our gas utifity
EV/EBITDA multiple of 7.0x, due to significant exposure o weather and exchange
rates.

Our DDM values the company at $36. We calculate a hypothetical dividend, based
on UGI's regulated capital growth, authorized returns and cost of equity to arrive at
our BDDM valuation.

Our P/E and EV/EBITDA multiples are based on our proprietary analyses, which
utilize current ERPs, betas and projected risk-free yields. For our P/E analysis, we -
use multiples of 16.5x, 10.0x, 16.5x and 10.0x for the company's Gas utifity,
Propane, Electric utility and Marketing/energy services assets. For our EV/ERITDA
analysis, we use multiptes of 8x and 7x for the company's Gas & Electric
LItiity/Propane businesses and Marketing/Energy services assets. International
propane operations are valued at a 15% discount to our gas utilities, due to
exposure fo weather and exchange rates. Our P/E and EV/EBITDA anaiyses yield
values of $41 and $42.

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.

(2) The international propane unit accounis 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 humber of propane distributors and “mom & pop” dealers in the
U.S. and Europe. Economics for alternative fuel types is also making it more
ecconomical for customers to switch into other fuels.

Flaga and Antargaz’s earnings remain exposed to foreign currency fluctuations.

(3) UGTI's utility eamings 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.
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{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 fo 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 uiilities 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 VVC's earnings. Veciren 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 fiat
basis spreads on the gas marketing operations and light demand for the coat mining
unit.

Over 80% of earnings at VVC are derived from operations at the gas and electric
utilities. in late 2009, the company's scle 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 $36 target. Our NAV
yields a value of $36. We value requlated assets at a multiple of rate base (1.6x for
gas utilities). We value Proliance at 6.5x earnings, in-fine with our estimated
marketing multiple. The company's coal mining and energy services segments are
valued at 6x and 6x 2014E EBITDA, based on midstream and marketing mulitiples.
These values are partially offset by the company's net debt. Our DDM values the
company at $35. We caiculate a hypothetical dividend, based on VVC's regulated
capital growth, authorized returns and cost of equity to arrive at our DDM valuation.
Our P/E 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 P/E analysis, we use 2014E multiples of 16.5x for the gas utility and 16.5x for
the electric uiility and 10x for the company's unregulated assets. For our
EV/EBITDA analysis, we use multiples of 8.5x and 6.5x for the company's utility and
unregulated assets. Our P/E and EV/EBITDA analyses yield values of $31 and $38.

Risks

The key risks to our investment thesis includes
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(1) Capital Investment Growth — VVC spends capital o maintain and expand its
utility systems. VVC relies on adequate base rates {o 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 — VVC’s unregulated business continually enters into
forwards and options that may create unanticipated losses.

(6} Capital Markets — VVC is a relatively smal! 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 inciude: 1) an improving
economy in Vectren's service areas; 2) increased natural gas price voiatility,
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.
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Citigroup Globa! Markets Inc. owns a position of 1 million USD or more in the debt securities of CenterPoint Energy inc. Citigroup Global Markets Inc. acted
as an advisor to CenterPoint Energy Inc. in the formation of the joint venture with OGE Energy and ArcLight Capital.

Citigroup Global Markets Inc. owns a position of 1 million USD or more in the debt securities of Sempra Energy

Citigroup Giobal Markets Inc. owns a position of 1 miflion USD or more in the debt securities of NiSource Inc

Citigroup Global Markets Inc. owns a position of 1 million USD or more in the debt securities of Willlams Companies Inc

Citigroup Global Markets Inc. owns a position of 1 million USD or more in the debt securifies of Questar Corp

Citigroup Global Markets Inc. owns a pasition of 1 million USD or more in the debt securities of EQT Corp

Citigroup Globat Markets Inc. owns a position of 1 million USD or more in the debt securities of Spectra Energy Corp

Citigroup Global Markets inc. owns a position of 1 million USD or more in the debt securilies of Enbridge Inc

Citigroup Global Markets Inc. owns a position of 1 milion USD or more in the debt securities of Integrys Energy Group Inc

Within the past 12 months, Citigroup Global Markets Inc. or its affitiates has acted as manager or co-manager of an offering of securities of Sempra Energy,
Cheniere Energy Inc, Brookfield Infrastructure Pariners, NiSource Inc, The Williams Companies Inc, EQT Corporation, Spectra Energy Corp, Enbridge Inc..

Citigroup Globaf Markets Inc. or ifs affiliates has received compensation for investment banking services provided within the past 12 months from
CenterPoint Energy Inc, Sempra Energy, UG! Carp, Cheniere Energy Inc, Brookfield infrastructure Partners, NiSource Inc, The Willlams Companies Inc,
EQT Corporation, Spectra Energy Corp, Enbridge Inc., Oneok inc, Infegrys Energy Group, Inc..

Citigroup Global Markets Inc. or its affiliates expects o receive or intends 1o seek, wilhin the next three months, compensation for investment banking
services from CenterPoint Energy Inc, Sempra Energy, Brookfield Infrastructure Partners, NiSource Inc, The Williams Companies Inc, Enbridge Inc., Oneok
Inc.

Citigroup Glebal Markets Inc. or an affiliate received compensation for products and services other than investment banking services from CenterPoint
Energy Inc, Sempra Energy, UG! Corp, Atmos Energy Corp, Brookfield Infrastructure Pariners, NiSource inc, The Williams Companies Inc, EQT
Corporation, AGL Resources Inc, Spectra Energy Corp, Enbridge Inc., Oneok Inc, Southwest Gas Corp, integrys Energy Group, Ine. in the past 12 months.
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Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as invesiment banking client(s}: CenterPgint Energy inc, Sempra
Energy, UGI Corp, Gheniere Energy Ing, Brookfield Infrastructure Partners, NiSource Inc, The Williams Companies Ing, EQT Corporation, Spectra Energy
Corp, Enbridge Inc., Oneok Ing, integrys Energy Group, Ine..

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: CenterPoint Energy Inc, Sempra Energy, UGH Corp, Vectren Corp, Atmos Energy Corp, Brookfield infrastructure Partners,
NiSource Inc, MDU Resources Group Inc, The Williams Companies inc, Questar Corp, EQT Corporation, AGL Resources Inc, Spectra Energy Corp,
Enbridge Inc., National Fuel Gas Co, Oneok Inc, Southwest Gas Corp, Integrys Energy Group, 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: CenterPoint Energy Inc, Sempra Energy, UGI Corp, Brookfield Infrastructure Pariners, NiSource Ing, The Williams
Companies Inc, EQT Corporation, Spectra Energy Corp, Enbridge Inc., Oneck Inc, Integrys Energy Group, Inc..

Analysts' compensation is determined based upon activities and services intended fo 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 disciesures) regarding the companies that are the subject of this Citi Research product {"the
Product”), please contact Citi Research, 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.com/cvrieppublic/citi_research_disclosures. Valuation and Risk assessments can be found in the text of the
most recent research nolefreport regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.

Citi Research Equity Ratings Distribution

12 Month Rating Relative Rating
Data current as of 31 Mar 2013 o ) e Buy Hold Sell Buy Hold Sell
Citi Research Global Fundamental Coverage 48%  3%%  12% ™% 8% %
% of companies in each rating category that are investment banking clients 53%  49% 43% 65% 49%  51%

Guide to Citi Research Fundamental Research Investment Ratings:

Citi Research stock recemmendations 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 rafing or a High risk rating assigned.

Investment Ratings: Cit Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectafions of expected total return
{"ETR") and risk. ETR 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 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 andfor investment
catalysts fo derive a positive or negative investment view, they may elect with the approval of Citi Research management not to assign a target price and,
thus, not derive an ETR. Analysts may place covered stocks "Under Review" in response o exceptional circumstances (e.g. lack of information criical o the
analyst's thesis} affecting the company and / or frading 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: Citi Research 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 a 3 month period. The relative call may highiight a specific
near-term catalyst or evenl impacting the company or the market that is anticipated to have a short-lerm price impact on the equity securifies of the
company. Absent any specilic catalyst lhe analysi(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-morth view may be different from and does not affect a stock's fundamental equity rating, which
reflects a longer-term fotal absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosuse 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 calt 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.

Pricr to October 8, 2011, the firm's stock recommendation system included a risk rating and an investment rafing. 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 the Citi Research 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 respense to exceptional circumstances (e.g. lack of information crifical to the analyst's thesis)
affecting the company andfor trading in the company's securiies (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, Eurcpe, Japan, and AustraliaNew Zealand), investment ratings were:Buy (1} (expected tofal 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) (0%-10% for Low-Risk stocks, 0%-15%
for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Self {3) (negative total return). For securities in emerging
markets {Asia Pacific, Emerging Eurcpe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or maore 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 Self {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 delermined by the ranges described above at the time of initiation of caverage, a change in invesiment and/or risk rating, or a change
in target price {subject to limited management discretion). At other times, the expected total returns may fail cutside of these ranges because of market price
movements and/or other shori-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to
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review by Research Management. Your decision to buy or sell a security should be based upon your personal investment ebjectives and should be made
only after evaluating the stock’s expected performance and risk.

NON-US RESEARCH ANALYST PISCLOSURES

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 a subject company, public
appearances and {rading secunities held by a research analys! account. The legal entities employing the authors of this report are listed below:

Citigroup Global Markets Inc - ___ Faisel Khan, CFA, Amit Marwaha

OTHER DISCLOSURES

The subject company's share price set out on the front page of this Product is quoted as at 28 April 2013 01:04 PM on the issuer's primary market.

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to CenterPoint Energy Inc, Sempra Energy, The Wiliiams
Companies Inc, EQT Corporation, Enbridge Inc., Oneok Inc, integrys Energy Group, Inc.. (For an explanation of the defermination 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 markef maker, the Firm is a liquidity provider in the issuers’ financial instruments and
may act as principal in connection with such fransactions. The Firm is a regular issuer of traded financial instrumenis 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 a principal
basis.

Securities recommended, offered, or sold by the Firm: (i} are not insured by the Federal Deposit insurance Corparation; (i} are not deposits or other
cbligations 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 ail 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 fo in this Product including, but not limited fo, discussions with management of the subiect company(ies). Firm policy
prohibits research analysts from sending draft research fo 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 dale of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and
availability of financial instruments also are subject to change without notice. Notwithstanding olher departments within the Firm advising the companies
discussed in this Preduct, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not seta
predetermined frequency for publication, if the Product is a fundamental research repori, it is the intention of Citi Research to provide research coverage of
thefthose 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 a security. 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.8. securities, including ADRs, may entall 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 infarmation 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 liguid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate
movementis may have an adverse effect on the value of an investment in a foreign 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 ceriain 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 Glohal Markets Inc.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Staniey) research reparis may be
available about the companies that are the subject of this Cifi Research research repart. Ask your Financial Advisor or use smithbamey.com to view any
available Morgan Stanley research reports in addition to Citi Research research reports.

tmportant disclosure regarding the relationship between the companies that are the subject of this Citi Research research report and Morgan Stanley Smith
Barney LLC and its affiliales are available at the Morgan Stanley Wealth Management disclostre website at
www.morganstaniey.com/online/researchdisclosures.

For Morgan Stanley and Citigroup Globa! Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and
hitps:/www.citivelocity.comicvifeppublic/citi_research_disclosures.

This Cifi Research 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 Citi Research. This could create a conflict of interest.

The Citigroup jegal 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 avaifable in Australia through Citi Global Markets Australia Piy Ltd. (ABN 64 003 114 832 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 Pty Limited (ABN 88 004 325 080 and AFSL 238098). Ciligroup Pty
Limited provides all financial product advice o Australian Private Banking wholesale clients through bankers and refationship managers. If there is any
doubt about the suitability of investments held in Clfigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia. Citigroup
companies may compensate affiliates and their representatives for providing preducts and services to clients. The Product is made available in Brazil by
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Citigroup Global Markets Brasit - CCTVM SA, which is regulated by CVM - Comissao de Valores Mobiliarios, BACEN - Brazilian Central Bank, APIMEC -
Associagao dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associagdo Nacional dos Bancos de Investimento. Av,
Paulista, 1111 - 11° andar - CEP. 01311920 - 880 Paulo - SP. ifthe Product is being made available in certain provinces of Canada by Citigroup Global
Markets {Canada) Inc. ("CGM Canada"), CGM Canada has approved the Produet. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J
2M3. This preduct is available in Chile through Banchile Corredores de Bolsa S.A., 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 Cézanne, 8&éme, Paris, France. The Product is distributed in
Germany by Citigroup Global Markets Deutschiand AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht {BaFin). CGMD,
Reuterweg 18, 60323 Frankfurt am Main. Research which relates to "securities" {as defined in the Securities and Futures Ordinance {Cap. 571 of the Laws
of Hong Kongy)j is issued in Hong Kong by, or on behaif 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 N.A., Citbank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank
N.A. is regulated by the Hong Kong Monstary 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 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. 5/F, Citibank Tower, Bapindo Plaza, JI. Jend. Sudirman 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 fo Indonesian residents except in compliance with
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securiies 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 ferritory 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 faws and regulations. The Product is made available in Israel through Citibank NA,
regulated by the Bank of Israef and the israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, israel. The Product is made
available in taly by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. Via dei Mercanti, 12, Milan, 20121,
ialy, 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, Tokye Stock Exchange and Osaka Securities Exchange. Shin-Marunouchi
Building, 1-5-1 Marunouchi, Chivoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under
ficense. 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 (81 3) 8270-3019 for help. The Product is made available in Korea by Citigroup Global Markets Korea
Securities Ltd., which is regulated by the Financial Services Cammission, the Financial Supervisory Service and the Korea Financial Investment Association
(KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea. KOFIA makes avallable registration information of research analysts on its
website. Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea
Securities Ltd. hiip:fidis.kofia.or.kr/fs/dis2/fundMar/DISFundMarAnalystPop.isp?companyCd2=A03030&pageDiv=02. The Product is made available in
Karea by Citibank Korea Inc., which is regulated by the Financial Services Commission and the Financial Supervisory Service. Address is Citibank Building,
39 Da-dong, Jung-gu, Seoul 100-180, Karea. The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd {Company No.
460819-D) {"CGMM’) to its clients and CGMM takes responsibility for its contents. CGMM is regufated 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 Accicnes v Valores Banamex, 5.A. De C. V,, Casa de Bolsa, Integrante del Grupo Financiero
Banamex ("Accival”) which is a wholly 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 AFSE 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 Citihank 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-74260. The Product is made available in the Philippines
through Citicorp Financial Services and Insurance Brokerage Phifippines, 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 Cily, Manila. Citibank NA Philippines NA is regulated by The Bangke Sentral ng Pilipinas. The Product is made availabie 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 S.A. ul.Senatorska 16, 00-823 Warszawa. The Product is made avallable in the Russian Federation through ZAO Citibank, which is licensed
to carry out banking activifies in the Russian Federation in accordance with the general banking ticense issued by the Central Bank of the Russian
Federation and brokerage acfivities in accordance with the license issued by the Federal Service for Financial Markets. Neither the Product nor any
information contained in the Product shalt 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 Markels Singapore Pte. Ltd. ("CGMSPL"}, a capital markets services ficense holder, and regulated by Monetary
Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asla Square Tower 1, Singapore 018960, in respect of any matters arising
from, of 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, N.A.,
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 Lid {"CSL") to selected Citigold/Citigoid Private Clients. CSL provides no independent research or analysis of the substance or in preparation of
this report. Please contact your Citigold//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 {Pty} Ltd. is incorporated in the Republic of South Africa (company registration number 2000/025866/07) and its registered office
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is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Lid. is regulated by JSE Securities Exchange South Africa, South African
Reserve Bank and the Financial Services Board. The invesiments 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 authcrised and regulated by Financial Services Authority. 29 Jose Ortega
Y Gasset, 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, Sengzhi 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 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 inlended as an offer or soficitation for the purchase or sale of a security or
financial products. Any decision fo purchase securities or financial products mentioned in the Product must lake into account existing public information 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,
Thaitand. The Product is made available in Turkey through Citibank AS which is regutated by Capital Markets Board. Tekfen Tower, Eski Buyukdere
Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey. In the U.A.E, these maferials {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 fo Refail Clients. A
distribution of the different Citi Research rafings distribution, in percentage terms for investments in each sector covered is made available on

request. Financial products and/or 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 fo other matters which are nof 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 Urited 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 fo Comissdo de Valores Mobilidrios Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship
with the subject company. Considering that Citi operates mulliple businesses in more than 100 countries around the world, itis fikely that Citi has a
commetcial relationship with the subject company.

Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a resuit of
publication or distribution of investment research. The policy applicable to Citi Research's Products can be found at
htips:/www.citivelacity.com/cvrfeppublic/citi_research_disclosures.

Compensation of equity research analysts is determined by equily research management and Citigroup's senior management and is not linked to specific
transactions or recommendations.

The Product may have been distribuled simultaneously, in mulfiple formats, to the Firm's worldwide institutional and retaif customers. The Product is not to
be construed as providing investment services in any jurisdiction where the provisian of such services wouid not be permitted. :

Subject io 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 cther
risks assoclated with a particular transaction. Advice in the Product is general and should not be construied 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 fo their objectives, financial situation and needs. Prior fo acquiring any financial product, itis the
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as fo whether to purchase the preduct.
With the exception of our product that is made available oniy to Qualified Institutional Buyers {QIBs) and other product that is made avaifable through other
distribution channels only to certain categories of clients to satisfy lega! or regulatory requirements, Citi Research concurrently disseminates its research via
proprietary and non-proprietary electronic distribution platforms. Periodically, individual Citi Research analysts may also opt fo 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. Citi Research simultaneously distributes product that is fimited to QIBs only through email distribution.

The level and types of services provided by Citi Research analysts to clients may vary depending on various facfors such as the client’s 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, fong term, short-term efc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints.
Citi Research product may source data from dataCentral. dataCentral is a Giti Research proprietary database, which includes Citi estimates, data from
company reporis and feeds from Reuters and Datastream.

© 2013 Citigroup Global Markets nc. Citi Research is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are trademarks and service
marks of Citigroup inc. and its affiliates and are used and registered throughout the world. Alf rights reserved. Any unauthorized use, duplication,
redistribution or disclosure of this report (the “Product™, including, but not limited to, redistribution of the Product by efectronic mait, posting of the Product on
a website or page, andfor providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The infermation 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. {(MSC!). Without prior written permission of MSC, this information and any
other MSCl inteflectual 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 o any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third
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Company Overview

Atmos Energy (ATO) is one of the largest gas
distribution company in America, with more than
three million customers across nine states
stretching from Colorado to Virginia. The company
was incorporated in Dallas, Texas, in 1906.

Revenues International 0%

Valuation & Earnings
52-Week Range

Market Cap.

LT EPS Growth Estimate
Est. Earnings Date

$43.53 - $30.82
$3.1bn.

6%

May 2, 2013

FY2012A FY2013E FY2014E
Earnings 2.31 2.50 2.60
P/E 18.7x 17.3x 16.6x
PEGY 2.0x 1.9x 1.8x

Dividends & Income

Dividend/Yield $1.40/3.2%

LT Dividend Growth Estimate 3%
5.Yr. Trailing Growth 2%
Last Change 1% / Nov 7, 2012
Paid Since 1984
Consecutive Years Increased 24
Payout Ratio (13 Est. EPS) 54%

Dividends Paid Mar, Jun, Sep, Dec

Debt Ratings

Standard & Poor's/Moody’s BBB+ /Baa

Analyst - -

- Andy Pusateri, CFA -

Fskdad by BlbMettk” -2
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Rating Downgrade

INVESTMENT SUMMARY

We are downgrading shares of Atmos Energy to a Sell from a
Hold and maintaining the Growth & Income suitability. Shares
have performed very well recently as Atmos has raised ifs
outlook for growth and invested in the regulated business. We
view this as a positive for the company, but we feel the
potential growth is already more than priced into shares. Over
the last five years, Atmos has traded at an average discount to
the group of 15%. Shares now trade at just a 2% discount to a
group that includes pure gas distribution companies with no
exposure to nonregulated businesses.

Improving Growth Outlook From Regulated Operations Priced
into Shares, in Our View - We expect Atmos' regulated utility
operations will continue to provide the maijority of earnings for the
foreseeable future and cover the dividend. We expect regulated
earnings to grow at a higher rate than nonregulated earnings over
the short term driven by new infrastructure investments. We expect
that regulated operations will provide more predictable earnings due
to recent rate design changes in Texas that allow for a higher
customer hase charge and a lower commodity charge, We believe
these positives are already more than factored into the share price.

Dividend Growth Improving - Atmos has increased its dividend for
24 consecutive years and currently provides a competitive yield. As
utility stocks have done well, the average vields have declined. The
dividend growth for Atmos over the past couple of years has been
far less than the industry average. We expect Atmos to increase the
rate at which it is growing the dividend beginning in late 2013.
However, we still believe it is possible for growth to lag the industry
average.

Some Exposure to Nonregulated Businesses - Aimos has stated
its preference for focusing on the regulated business. While we view
this positively, we do note that the company does stili have exposure
to nonregulated businesses, which in our view deserve to frade at
lower multiples than fully regulated gas distribution companies.

Valuation -~ Atmos is currently frading in line with peers on several
measures. Shares are trading at a significant premium to historical
averages, both on a relative and absolute basis. We believe that
Atmos deserves to frade closer to the group multiple than it has
historically; however, it still deserves to trade at a discount given its
exposure o nonregulated assets. We expect shares to underperform
the utility industry.

Risks - The primary risks to the Sell recommendation are
stronger-than-expected earnings growth driven by cold winter
weather or strong regulatory decisions. Lower increases in operating
expenses would also cause shares to perform well in our opinion. In
addition, utility stocks could continue fo outperform in prolonged low
interest rate environments.

Please see impoertant disclosure information on page 4 of this report.
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RECENT NEWS AND ANALYSIS

04/16/13: We are downgrading shares of Atrmos Energy to
a Sell from a Hold and maintaining the Growth & Income
suitability. Shares have performed very well recently as
Atmos has raised its outlook for growth and invested in the
regulated business. We view this as a positive for the
company, but we feel the potential growth is already more
than priced into shares. Over the last five years, Atmos
has traded at an average discount to the group of 15%.
Shares now trade at just a 2% discount to a group that
includes pure gas distribution companies with no exposure
to nonregulated businesses.

02/07/13: Atmos Energy reported earnings per share for
the first quarter of 2013 of $0.88 per share. After
accounting for noncash unrealized net gains and earnings
from discontinued operations of approximately $0.17, we
calculate adjusted earnings of $0.71. This is below the
consensus estimate of $0.77 per share. The gas
distribution business had a decrease in net profit, primarily
reflecting a net decrease in rates. The transmission and
storage segment increased earnings due to higher
revenue from the Gas Reliability Infrastructure Program.
Nonregulated profit increased compared to the same
quarter fast year due to higher asset optimization margins.
The company also said it expects 2013 earnings to be at
the high end of previously stated guidance of $2.40 to
$2.50 per share. We were already at $2.50 for our
estimate, That number excludes earnings from unrealized
margins.

11/08/12: Atmos Energy reported full-year 2012 earnings
of $2.42 per share. After excluding gains on asset sales
and several one-time items, we calculate earnings from
continuing operations of $2.31. These results exclude net
unrealized margins. This compares to our estimate of
$2.30 and 2011 earnings of $2.34. Atmos had increased
profits at the natural gas distribution and regulated
transmission and storage segments due largely to higher
rates. Nonregulated profits decreased, reflecting a
decrease in realized margins from gas sales. These
results were affected by warmer-than-normal weather,
Atmos initiated 2013 guidance of $2.40 to $2.50 per share,
We are currently comfortable with our estimate of $2.50.

Atmos also announced an increase in the quarterly
dividend. The new dividend will be $0.35 per share. This
represents a 1.4% increase fo the previous dividend. The
new quarterly dividend will be paid December 10, 2012
(ex-date: November 21, 2012).

COMPANY OUTLOOK

Atmos is one of the nation's largest pure-gas distribution
companies. In the past, some of the keys to Atmos'
strategy has been to acquire relatively small utilities at a
reasonable price and add value by reducing costs through
synergies with its existing business. The company has
made an effort to acquire utilities in different states in order
to diversify in terms of potential impacts from both weather

and regulatory risk. The company uses a disciplined
approach, and its plan is to only acquire if the acquisition
will iikely increase profitability and is complementary to
Atmos' business model. In August of 2012, Atmos
completed the sale of distribution assets in Missouri,
lllinois and lowa to Liberty Energy. The proceeds were
used to pay dowh commercial paper. We expect the
company to continue to focus on the core natural gas
business. The regulated utility can do this by taking
advantage of infrastructure mechanisms that allow them to
earn returns on investments.

Atmos has stated that they are looking to complement
regulated businesses through select lower-risk
nonregulated operations. the nonregulated segment has
storage and transportation, and delivered gas segments as
well as asset optimization. We view the asset optimization
portion as the most unpredictable segment in the
business. This segment is impacted by gas price spread
values. Earnings in this segment could be less meaningful
due to low commodity price volatility. The non-regulated
group will focus on the delivered gas business. The
strategy here is to increase annual sales and improve
margins. As a whole, we expect Atmos to grow earnings at
an average rate of 6% over the next three to five years.

We would expect non-regulated earnings in total to he less
than 10% of the total.

, Regulatory Overview

Atmos’ service area covers 9 states in the U.S. Through ifs
broad geographic operations, Atmos is able to diversify its
reguiatory risks o some degree. Dealing with many
regulatory authorities lessens the effect of potential
negative ocutcomes. Given the large number of states in
which the company operates, Atmos could be filing a rate
case in multiple states each year.

in addition, Atmos has been successful in implementing a
Gas Reliability Infrastructure Program (GRIP} or cther form
of accelerated capital recovery in parts of its service area.
GRIP allows Atmos to include in its rate base annually
approved capital costs incurred in the prior calendar year
without having to file for a rate case every year. We

believe Atmos has done a decent job at maintaining
reguiatory relationships with a lot going on.

INDUSTRY OUTLOOK

We believe the utility sector as a whole appears to be
better positioned to increase earnings than it was in the
recent past, and we see average annual earnings growth
of about 5% going forward. This improved growth outlook
primarily reflects our expectations for more spending on
utility infrastructure going forward. As utilities spend on
infrastructure and envircnmental needs, they can earn a
regulated return on the invested capital. As a result,
earnings can grow faster than they otherwise would.
However, this improved earnings growth, as well as the
sustained low interest rate environment, have driven stock

Page 2 of 4
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prices significantly higher, and many utility stocks are now
trading at or near all-time highs.

It is our view that the utility industry in general has
underinvested in infrastructure in recent decades. As a
result, much of the utility assets in the U.S. today are old
and are in need of maintenance, repair or outrighf
replacement. The various areas needing investment going
forward include electric transmission wires, power plants,
natural gas pipelines and water utility infrastructure. This
investment will be needed to address the effects of aging
infrastructure as well as to meet demand related to natural
customer growth. Many estimates forecast the potential
investment needs tc be several hundreds of billions of
dollars over the next two or three decades. It is this
spending that we believe will accelerate the future
earnings growth of many utilities.

Environmental concerns related to the issue of global
warming are also helping to drive increased investment in
renewable energy and retrofits of many existing power
plants with the main goal of reducing emissions.

Gas distribution remains a heavily regulated business.
While the price of the natural gas is passed on to
consumers without any profit attached, high natural gas
prices do pose a risk as they can lower usage, accelerate
bad debt expense and increase regulatory oversight. We
see continued growth in natural gas use despite today's
higher prices.

Natural gas pipelines are regulated primarily by the federal
government. Growing natural gas demand is leading to
expansions of many pipelines. We see companies
selectively expanding pipelines while growing earnings
with minimal risk, as there are typically long-term contracts
in place prior to construction.

As utilities spend on infrastructure and environmental
needs, they can earn a regulated return on the invested
capital. As a result, earnings can grow faster than they
otherwise would. This is why we believe the growth
outlock for the industry is improving.

is 53% based on our 2013 estimate. This is siightly lower
than the industry average. We continue 1o expect the
dividend to be covered by regulated utility operations.

RECENT STOCK PERFORMANCE

Y

ATMOS ENERGY 33% 17%
S&P 500 Utilities Index 13% 13%

S&P 500 Index 14% 13%

FINANCIAL POSITION

Atmos is rated BBB+ by Standard & Poor's and A- by
Fitch. Moody's rating is Baa1. The company's debt to total
capital is in line with the peer average. We expect the
company to target the debt-to-capital ratio in the 50% to
55% range. Liquidity also appears adequate.

DIVIDEND OUTLOOK

Atmos has increased its dividend for 24 consecutive years
and currently provides an attractive yield. The company
most recently increased the dividend 1.4% in November
2012. We expect the company to accelerate the rate at
which it increases the dividend and expect average annual
increases of approximately 3% over the next three to five
years. This is below the industry average. The payout ratio

Price ending Mar 4, 2013

Source: FactSet

These are unmanaged indexes and cannot be invested in
directly. Past performance does not assure future results.
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Emportant Research D;sc!osures

3 Yar thPlce History far ATMOS ENERGY as of04-1 2013 B April 16, 2013 BUY HOLD SELL

ovareg s Stocks 48% A7% 4%
o Investment A% 5% 21%
Banking Services

lmua!ad Cavar

The table lists the percent of stocks we follow globally in each of our
rating categories. Investment banking services Indicate the percentage
of those companies that have heen investment banking cfients within
the past 12 months.

Analyst Certification

| certify that the views expressed in this research report
accurately reflect my personal views about the subject
securities and issuers; and no part of my compensation
was, is, or will be directly or indirectly related to the
specific recommendations or views contained in the
research report. Andy Pusateri, CFA

Buy (B) Hold (H) Sell (S) FYI {FI)
Buy - CQur opinlon |s to Buy this stock. We Hold - OQur opinion is to keep this stock, We Sell - Our opinion is to Sell this stock. We believe  FY1 - For informational purposes only;
believe the valuation is attractive and total believe the stock is fairly vaiued and total return  the stock is overvalued and total return potentiat s factizal, no opinion.

return potential is above average. potential is about average. Or a speclal sitvation  below average. In some cases we expect

exists, such as a merger, that warrants no action. fundamentals to deteriorata considerably and/or a
recovery is highly unecertain,

Important Disclosures
« Initiated Coverage PRE-1996............... (B) 6/17/04-4/8/10..(H) 4/8/10-4/16/13
+ Edward Jones does not have any material business relationships with this issuer,

important Disclaimers

+ [tis the policy of Edward Jones that analysts or their associates are not permitted to have an ownership position in the companies they follow directly

or through derivatives.

Analysts are not directly compensated based upon investment banking transactions or activities.

Information about research distribution is available through the investments and Services link on www.edwardjones.com

For Canadian clients only: Member - Canadian Investor Protection Fund

For U.S. clients only: Member SIPC

Due to the size and scope of this company's business, Edward Jones does not consider any analyst's visit to the company's sites as having allowed

the analyst to observe the company's material operations.

= Holders of shares of companies domiciled outside the country of residence of the holder are generally subject to a withholding tax on dividends paid

by that company. Subject fo certain conditions and limitations, these holders may be entitled to a partial refund of the withholding tax or the

withholding taxes may be treated as foreign laxes eligible for a deduction or credit against the holder's tax liability. Holders should consult their own
tax advisors regarding ownership of shares and the procedures for claiming a deduction, tax credit or a refund of the withholding tax. When investing
in companies incorporated outside your own country of residence, an investor should consider all other material risks including currency risk, political
risk, liquidity risk and accounting rules differences, which can adversely affect the value of your investment. Piease consult your financial advisor for
more information.

Debt ratings should not be considered an indication of future performance.

Suitability: Growth & Income {G/1) — These stocks provide dividend income and price appreciation potential with historically below-average stock price

fluctuation. The current dividend yield is near or above the market average; Growth (G) — These stocks typically exhibit historic stock price fluctuation

that is near the market average. Capital appreciation potential tends to be a greater source of expected total return as current dividend income is
usually near or less than the market average or no dividend is paid; Aggressive (A} — These stocks carry a higher level of risk with higher historic price
fluctuation. These stocks may or may not pay a dividend and capital appreciation potential tends to be a greater source of potential total refurn.

All the proper permissions were sought and granted in order to use any and all copyrighted materiais/sources referenced in this document.

Dividend Outlook: Rising — We believe the dividend is stable at the current level and is likely to increase based on historical trends, the current payout

ratic, and expected future earnings and cash flow; Stable — We believe the dividend is stable at the current level but is uniikely to increase at a rate

greater than or equal fo 3% on a regular basis; At Risk — We believe the dividend is at risk of being reduced or eliminated; No Dividend -- This
company does not pay a dividend.

« The Edward Jones' Research Rating referenced does not take into account your particuiar investment profile and is not intended as an express
recommendation to purchase, hold or sell particular securities, financial instruments or strategies. You should contact your Edward Jones Financial
Advisor before acting upon the Edward Jones Research Rating referenced.

« Opinions used from June 13, 2003 - July 2, 2012; BUY (B} - Our opinion is to Buy this stock. We believe ils fundamentals and/or valuation are

compelling. HOLD {H} - Our opinion is to keep this stock. We believe the fundamentals and/or valuation are stable. Or a special situation exists, such

as a merger, that warrants no action. SELL {8) - Our opinion is to Sell this stock. We believe the fundamentals are deteriorating considerably andfor a

recovery is highly uncertain. Or we believe the stock is significantly overvalued. FY? - For your information; factual, ne opinion.

Dividends can be increased, decreased or totally eliminated at any point without notice.

This opinion is based on information believed reliable but not guaranteed. The foregoing is for INFORMATION ONLY, Additional information is

available on request. Past performance is no guarantee of future results.

+ Our long-term earnings growth estimate is our expectation for growth over the course of a full economic cycle. This "normalized” figure avoids
distortions which can occur if beginning- or ending-year results are impacted by one-time items or extreme peaks or troughs within the cycle,

« The S&P 500 Index is based on the average performance of 500 widely heid common stocks. The S&P 500 Sector Indexes are subsets of the S&P
500 Index. These are unmanaged indexes and cannot be invested in directly. Past performance does not assure future results,
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Atmos Energy Corp. (ATO)
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Data Update: Revising estimates

Changes and Implications

We have updated our estimates. We do not view these changes as
material, and there is no change to our investment thesis, rating or price
target.

INVESTMENT LIST MEMBERSHIP
Neutral
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I, Theodore Durbin, hereby certify that ali of the views expressed in this report accurately reflect my personal views about the subject company or
companies and its or their securities. | also certify that no part of my compensation was, is or will be, directly or indirectly, refated to the specific
recommendations or views expressed in this report,

Investment Profile

The Goldman Sachs Investment Profile provides investment context for a security by comparing key attributes of that security to its peer group and
market. The four key attributes depicted are: growth, returns, multiple and volatility. Growth, returns and multiple are indexed based on composites
of several methodologies to determine the stocks percentile ranking within the region’s coverage universe,

The precise calculation of each metric may vary depending on the fiscal year, industry and region but the standard approach is as follows:

Growth is a composite of next year's estimate over current year's estimate, e.g. EPS, EBITDA, Revenue. Return is a year one prospective aggregate
of various return on capital measures, e.g. CROC!, ROACE, and ROE. Multiple is a composite of one-year forward valuation ratios, e.g. P/E, dividend
yield, EV/FCF, EV/EBITDA, EV/DACF, Price/Book. Velatikity is measured as trailing twelve-month volatility adjusted for dividends.

Quantum

Quantum is Goldman Sachs' proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for
in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets.

GS SUSTAIN

GS SUSTAIN is a global investment strategy aimed at long-term, long-only performance with a low turnover of ideas. The GS SUSTAIN focus list
includes leaders our analysis shows to be well positioned to deliver long term outperformance through sustained competitive advantage and
superior returns on capital relative to their global industry peers. Leaders are identified based on quantifiable analysis of three aspects of corporate
performance: cash return on cash invested, industry positioning and management quality {the effectiveness of companies' management of the
environmental, social and governance issues facing their industry).

Disclosures

Coverage group(s) of stocks by primary analyst(s)

Theodore Durbin: America-Diversified Pipelines, America-Energy MEPs, America-Gas Utilities. Steve Sherowski: America-Energy MLPs.

America-Diversified Pipelines: Enbridge Inc., Kinder Morgan, Inc., ONECK, Inc., Spectra Energy Corp., The Williams Companies, inc., TransCanada
Corp..

America-Energy MLPs: Access Midstream Partners LP, Buckeye Partners, L.P., CVR Partners, LP, Chesapeake Granite Wash Trust, Delek Logistics
Partners, LP., Ei Paso Pipeline Partners, L.P., Enbridge Energy Management, Enbridge Energy Partners, L.P., Enduro Royalty Trust, Energy Transfer
Partners, L.P., Enterprise Products Partners LP, Holly Energy Partners, Kinder Mergan Energy Partners, Kinder Morgan Management, Linn Energy,
LLC, LinnCo, LLC, Magellan Midstream Partners, Niska Gas Storage Partners LL.C, NuStar Energy L.P., NuStar GP Holdings, LLC, ONECK Partners,
L.P., Plains All American Pipeline, L.P., Spectra Energy Partners, LP,, Suburban Propane Partners, L.P., Summit Midstream Partners, LP, Sunoco
Logistics Partners L.P., TC PipeLines, LP, USA Compression Partners, LP, Williams Partners L.P..

America-Gas Utilities: AGL Resources Inc., Atmos Energy Corp., WGL Holdings, Inc..
Company-specific regulatory disclosures

The following disclosures relate to relationships between The Goldman Sachs Group, Inc. {with its affiliates, "Goldman Sachs") and companies
covered by the Global investrnent Research Division of Goldman Sachs and referred to in this research.

Goldman Sachs has received compensation for investment banking services in the past 12 months: Atmos Energy Corp. ($37.85)
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Goldman Sachs expects to receive or intends to seek compensation for investment banking services in the next 3 months: Atmos Energy Corp.
{$37.85)

Goldman Sachs has received compensation for non-investment banking services during the past 12 months: Atmos Energy Corp. ($37.85)
Goldman Sachs had an investment banking services client relationship during the past 12 months with: Atmos Energy Corp. ($37.85)

Goldman Sachs had a non-investment banking securities-related services client relationship during the past 12 manths with: Atmos Energy Corp.
($37.85)

Goldman Sachs had a non-securities services client refationship during the past 12 months with: Atmos Energy Corp. ($37.85)
Goldman Sachs has managed or co-managed a public or Rule 144A offering in the past 12 months: Atmaos Energy Corp. ($37.85)

Distribution of ratings/investment banking relationships

Goldman Sachs investment Research global coverage universe

Rating Distribution Investment Banking Relationships
Buy Hoid Sell Buy Hold Sell
Global 3% | 55% 14% aa% | 4% | 3%

As of January 1, 2013, Goldman Sachs Global Investment Research had investment ratings on 3,523 equity securities. Goldman Sachs assigns stocks
as Buys and Selis on various regionat Investment Lists; stocks not so assigned are deemed Neutral, Such assignments equate to Buy, Hold and Selt
for the purposes of the above disclosure required by NASD/NYSE rules. See 'Ratings, Coverage groups and views and related definitions' below.
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Regulatory disclosures

Disclosures required by United States laws and regulations

See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager
or co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client refationships; managed/co-
managed public offerings in prior periods; directorships; for equity securities, market making and/or specialist role. Goldman Sachs usually makes a
market in fixed income securities of issuers discussed in this report and usually deals as a principal in these securities.

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts,
professionals reporting to analysts and members of their households from owning securities of any company in the analyst's area of

coverage. Analyst compensation: Analysts are paid in part based on the profitability of Goldman Sachs, which includes investrment banking
revenues. Analyst as officer or director: Goldman Sachs policy probibits its analysts, persons repaorting to analysts or members of their
households from serving as an officer, director, advisory board member or employee of any company in the analyst's area of coverage. Non-U.S,
Analysts: Non-U.S. analysts may not be associated persons of Goldman, Sachs & Co. and therefore may not be subject to NASD Rule 2711/NYSE
Hules 472 restrictions on communications with subject company, public appearances and trading securities held by the analysts.

Distribution of ratings: See the distribution of ratings disclosure above. Price chart: See the price chart, with changes of ratings and price targets in
prior periods, above, or, if electronic format or if with respect ta multiple companies which are the subject of this report, on the Goldman Sachs
website at http:/iwww.gs.com/research/hedge.himl.

Additional disclosures required under the laws and regulations of jurisdictions other than the United States

The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws
and regulations. Australia: Goldman Sachs Australia Pty Ltd and its affiliates are not authorised deposit-taking institutions (as that term is defined in
the Banking Act 1959 (Cth}} in Australia and do not provide banking services, nor carry on a banking business, in Australia. This research, and any
access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act, unless otherwise agreed by Goldman
Sachs. Brazil: Disclosure information in relation to CVM Instruction 483 is available at http:/iwaww. gs.comiworldwide/brazil/area/girindex.htmi,
Where applicable, the Brazil-registered analyst primarily responsible for the content of this research report, as defined in Article 18 of CVM Instruction
483, is the first author named at the beginning of this report, unless indicated otherwise at the end of the text. Canada: Goldman, Sachs & Co. has
approved of, and agreed to take responsibility for, this research in Canada if and to the extent it relates to equity securities of Canadian issuers.
Analysts may conduct site visits but are prohibited from accepting payment or reimbursement by the company of travel expenses for such

visits. Hong Kong: Further information on the securities of covered companies referred to in this research may be obtained on request from
Goldman Sachs {Asia} LL.C. India: Further information on the subject company or companies referred to in this research may be obtained from
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Goldman Sachs {india) Securities Private Limited; Japan: See below. Karea: Further information on the subject company or companies referred to
in this research may be obtained from Goldman Sachs {Asia) L.1.C., Seoul Branch. New Zealand: Goldman Sachs New Zealand Limited and its
affiliates are neither "registered banks" nor "deposit takers" (as defined in the Reserve Bank of New Zealand Act 1983} in New Zealand. This research,
and any access to it, is intended for “wholesaie clients" (as defined in the Financial Advisers Act 2008) uniess otherwise agreed by Goldman

Sachs. Russia: Research reparts distributed in the Russian Federation are not advertising as defined in the Russian legislation, but are information
and analysis not having product promotion as their main purpose and do not provide appraisal within the meaning of the Russian fegislation on
appraisal activity. Singapore: Further information on the covered companies referred to in this research may be obtained from Goldman Sachs
(Singapore} Pte. (Company Number: 198602165W). Taiwan: This materiai is for reference only and must not be reprinted without permission.
investors should carefully consider their own investment risk. Investment results are the responsibility of the individuai investor. United

Kingdom: Persons who would be categorized as retail clients in the United Kingdom, as such term is defined in the rules of the Financial Services
Authority, should read this research in conjunction with prior Goldman Sachs research on the covered companies referred to herein and should refer
to the risk warnings that have been sent to them by Goldman Sachs international. A copy of these risks warnings, and a glossary of certain financial
terms used in this report, are avaitable from Goldman Sachs International on request.

Eurepean Union: Disclosure information in relation to Article 4 {1} (d) and Article 6 (2) of the European Commission Directive 2003/126/EC is available
at http/Avww.gs.com/disclosures/europeanpolicy.hitml which states the European Policy for Managing Conflicts of Interest in Connection with
Investment Research.

Japan: Goldman Sachs Japan Co., Ltd. is a Financial instrument Dealer registered with the Kanto Finaneial Bureau under registration number Kinsho
69, and a member of Japan Securities Dealers Association, Financial Futures Assaciation of Japan and Type |l Financial Instruments Firms
Association. Sales and purchase of equities are subject to commission pre-determined with clients plus consumption tax. See company-specific
disclosures as to any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association ar the Japanese
Securities Finance Company.

Ratings, coverage groups and views and related definitions

Buy (B), Neutral (N), SeHl (S] -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists, Being assigned a Buy
or Seli on an Investment List is determined by a stock’s return potential relative to its coverage group as described below. Any stock not assigned as
a Buy or a Seli on an Investment List is deemed Neutral. Each regional Investment Review Committee manages various regional Investment Lists to a
global guidetine of 25%-35% of stocks as Buy and 10%-15% of stocks as Sell; however, the distribution of Buys and Sells in any particular coverage
group may vary as determined by the regional Investment Review Committee. Regional Conviction Buy and Seil fists represent investment
recommendations focused on either the size of the potential return or the likelihood of the realization of the return.

Return potential represents the price differential between the current share price and the price target expected during the time horizon associated
with the price target. Price targets are required for all covered stocks. The return potential, price target and associated time horizon are stated in each
report adding or reiterating an Investment List membership.

Coverage groups and views: A list of all stocks in each coverage group is available by primary analyst, steck and coverage group at
http:/fwww.gs.com/research/hedge. hitml. The analyst assigns one of the following coverage views which represents the analyst's investment outlook
on the coverage group relative to the group's historical fundamentals and/or valuation. Attractive {A). The investment cutlook over the following 12
months is favorable relative to the coverage group's historical fundamentals andfor valuation. Neuatral {N). The investment outiook over the
following 12 months is neutral relative to the coverage group's historical fundamentals andfor valuation. Cautions {C). The investrent outlook over
the following 12 months is unfavorable relative to the coverage group's historical fundamentals and/or valuation.

Not Rated {NR). The investment rating and target price have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in an
advisary capacity in a merger or strategic transaction involving this company and in certain other circumstances. Rating Suspended {RS). Goldman
Sachs Research has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis for
determining, or there are legal, regulatory or policy constraints around publishing, an investment rating or target. The previous investment rating and
price target, if any, are no fonger in effect for this stock and should not be relied upon. Coverage Suspended (CS). Goldman Sachs has suspended
coverage of this company. Not Covered (NC). Goldman Sachs does not cover this company. Not Available or Not Applicable (NA). The
information is not available for display or is not applicable. Not Meaningful {M). The information is not meaningful and is therefore excluded.

Global product; distributing entities

The Global investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs on a global
basis. Analysts based in Goldman Sachs offices around the world produce equity research on industries and companies, and research on
macroeconomics, currencies, commodities and portfolio strategy. This research is disseminated in Australia by Goldman Sachs Australia Pty Ltd
{ABN 21 006 797 897); in Brazil by Goldman Sachs do Brasil Corretora de Titulos e Valores Mobiliarios $.A.; in Canada by Goldman, Sachs & Co.
regarding Canadian equities and by Goldman, Sachs & Co. {all other research); in Hong Kong by Goldman Sachs (Asia} LL.C,; in India by Goldman
Sachs (india) Securities Private Ltd.; in Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul
Branch; in New Zealand by Goldman Sachs New Zealand Limited; in Russia by OO0 Goldman Sachs; in Singapore by Goldman Sachs {Singapore)
Pte. (Company Number: 188602165W); and in the United States of America by Goldman, Sachs & Co. Goldman Sachs International has approved this
research in connection with its distribution in the United Kingdom and European Union.

Eurepean Union: Goldman Sachs International, authorized and regulated by the Financial Services Authority, has approved this research in
connection with its distribution in the European Union and United Kingdom; Goldman Sachs AG and Goldman Sachs International
Zweigniederlassung Frankfurt, regulated by the Bundesanstalt flir Finanzdienstleistungsaufsicht, may also distribute research in Germany.

General disclosures -

This research is for our clients only, Other than disclosures relating to Goldman Sachs, this research is based on current public information that we
consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. We seek to update our research as
appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large
majority of reports are published at irregular intervals as appropriate in the analyst's judgment.

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have
investment banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research
Division. Goldman, Sachs & Co., the United States broker dealer, is a member of SIPC (http/Awww.sipc.org).

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to cur clients and our
proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this research. Qur asset management area, our
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proprietary trading desks and investing businesses may make investment decisions that are inconsistent with the recommendations or views
expressed in this research.

The analysts named in this report may have from time to time discussed with our clients, including Goldman Sachs salespersons and traders, or may
discuss in this repont, trading strategies that reference catalysts or events that may have a near-term impact on the market price of the equity
securities discussed in this report, which impact may be directionally counter to the analysts' published price target expectations for such stocks. Any
such trading strategies are distinct from and do not affect the analysts' fundamental equity rating for such stocks, which rating reflects a stock's
return potential relative to its coverage group as described herein.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in,
act as principal in, and buy or sell, the securities or derivatives, if any, referred to in this research.

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or soiicitation would be
iHlegal. it does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if
appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income fromn them
may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur.
Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitabie for all investors.
investors should review current options disclosure documents which are available from Goldman Sachs sales representatives or at

hitp: /v . theocc.com/about/publications/character-risks.jsp. Transacticn costs may be significant in option strategies calling for multiple purchase
and sales of options such as spreads. Supporting documentation will be supplied upon request.

In producing research reports, members of the Global Investment Research Division of Goldman Sachs Australia may attend site visits and other
meetings hosted by the issuers the subject of its research reports. In some instances the costs of such site visits or meetings may be metin part or in
whole by the issuers concerned if Goldman Sachs Australia considers it is appropriate and reasonable in the specific circumstances relating to the
site visit or mesting.

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our
research by third party aggregators. For all research available on a particular stock, please contact your sales representative or go to
http://360.gs.com.

Bisclosure information is also available at htip:/fww.gs.com/researchhedge.html or from Research Compliance, 200 West Street, New York, NY
10282.

© 2013 Goldman Sachs.

No part of this material may be (i} copied, photocopied or duplicated in any form by any means or (ii} redistributed without the prior
written consent of The Goldman Sachs Group, Inc.
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Pipeline/MLP Essentials: OKE, USAC highlight coming 4Q earnings

Industry context

Earnings season for 4Q2012 is winding down for Pipelines & MLPs, but the
ONEOK {OKE/OKS} and USA Compression {USAC) reparts on Tuesday, Feb
26 highlight this week's offerings.

ONEOK: Commodity prices/spreads present mild downside risk
Earnings: We forecast OKE EPS of $0.49 versus consensus $0.45 and 4011
$0.54. We model a YoY decline in Energy Services segment earnings and
lower OKS earnings. We forecast OKS EPU of $0.70 vs. consensus $0.62
and 4Q11 $1.26. Lower Natural Gas Liquids {(NGL) "optimization” margins,
and higher debt/unit count are the key drivers of the YoY decline.

Guidance: For OKE, we forecast 2013 EPS/net income of $1.85/$377mn,
versus consensus of $1.94/$410mn, and net income guidance of $430mn.

Commodity prices and spreads: ONEOK's guidance assumes an NGL
composite barrel of $0.76/gallon and a natural gas price of $4.06/MMBtu,
its NGL assumption looks reasonable versus current pricing, but we expect
lower natural gas prices which will weigh on its percent-of-proceeds
revenues. ONECK's guidance also assumed a Conway-to-Mont Belvieu
NGL spread of $0.19/gal - that spread has averaged close to nil YTD, which
could weigh on its optimization margins and is likely a driver of our below
guidance / consensus earnings outlook,

Capital spending and strategy: ONEOK suffered a blow when it canceled
its $1.6bn Bakken oil pipeline in November, a project which would have
diversified its asset exposure and increased its fee-based earnings mix.
We wili listen for management’s plans to “backfill” that project.

USAC: Pricing and demand trend commentary is key

USAC will report its first quarter as a publicly traded company on Tuesday.
We initiated coverage of USAC with a Buy rating on Feb 10, as we believe
current valuation misprices its solid long-term growth outlook. That said,
the next several quarters will be key to increase investor confidence in the
stability of its business mode! and growth potential. To that end, instead of
the quarterly results {which were previewed in the prospectus} we believe
management commentary around pricing and demand trends will be key.

We update estimates for HEP and ATO.
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Earnings summary

Remain Seli-rated on
HEP after 4012

results

Raise 12m target by $2
on ATO due to higher
earnings growth;
remain Neutral

Holly Energy Partners (HEP, Sell) reported 4Q2012 adjusted EPU of $0.37, roughly in line
with our estimate and consensus of $0.38/$0.38, largely driven by increased operating
costs and higher interest expense, partially offset by higher pipeline tariff rates. We raise
our 2013/2014/2015 EPU by 4% each on 4Q12 carryover.

We maintain our Sell rating and our 12-month yield-based price target of $35. We expect
HEP, which is currently yielding 160 bps below the peer average {4.8% vs. 6.4%]} to post
annual mid-single digit distribution growth over the next several years which is in-line with
the MLP sector. While HEP offers cash flow stability, we view its premium valuation as not
reflective of its current growth outlook. We believe HEP will continue to rely on its parent
for asset dropdowns to drive future distribution growth given its limited crganic project
backlog visibility. We see two sources of potential negative catalysts for HEP units
including: (1) slower throughput on networks assets, {2) project spending below
expectations.

Upside risks include accretive asset acquisitions, organic growth project announcements,
or a stronger-than-expected demand recovery.

Exhibit 1: Holly Energy Partners (HEP} estimate revision table
EPL/DCF/Distribution in $ per unit, Acquisitions/Equity offerings in millions of $

- 2013E5C

T - 2016E: T
HEP | 1Q13E 2Q13E  3Q13E  4Q13E | New | - ; Now .. New.. . Old ]
EPU $0.35 $0.31 $0.39 $0.45 $1.80 $1.44 $1.65 $1.49 $1.85 $1.59 $1.70 $1.64
DCF 4.57 052 0.59 0.66 2.35 229 2,40 2.36 2.580 2.46 2.65 2.51
Distribution 0,48 048 G.49 .49 1.93 1.83 2.02 2.02 21 2.1 2.20 220
Coverage 1.21x 1.09x 1,22x 1.35% 1.22% 1.19x 1.19x 1.17x 1.18x 1.17x 1.16x 1.14x
Acquisitions o] a 0 0 0 ] 0 0 0 0 0 ]

Source: Goldman Sachs Research estimates.

Atmos Energy {ATO) reported adjusted FY1Q13 EPS of $0.75, below our estimate of $0.85
and consensus of $0.77. Variance to our estimate was largely driven by lower earnings
from its regulated natural gas distribution business, partially offset by lower costs. We
raise our 2013/2014/2015 EPS estimates by $0.05/$0.05/$0.10 driven by a favorable Mid-Tex
rate case ruling vs. our prior estimate and increased regulated pipeline earnings, which
more than offset lower earnings at its non-regulated business,

We see the $42.6mn rate increase granted by the FERC at its Mid-Tex gas distribution utility
as a positive for ATO, both for the absolute amount as well as the 10.6% ROE achieved,
which was higher than our estimate. We raise our long-term Mid-Tex earnings estimates as
we apply this higher ROE to its robust rate base growth driven by pipeline replacement
with automatic recovery “trackers.” We also remain favorable on its regulated pipeline
segment where it enjoys an 11.8% ROE. Atmos will face continued rate case challenges in
the years ahead, but overcame a major hurdle in with the Mid-Tex outcome.

We maintain our Neutral rating, but raise our P/E- and DDM-based 12-month target price by
$2 to $38, driven by our higher estimates and a 0.25x increase to our target multiple due to
increased confidence in ATO's long-term growth rate. ATO currently trades at 15.2X/13,8X
2013/2014 earnings versus its LDC peer group at 16,9X/14.4X.

Key upside risks include higher utility rate case revenues, higher pipeline and marketing
margins, and accretive acquisitions; downside risks include less favorable rate case
decisions, decreased natural gas time and location spreads, and dilutive acquisitions.
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Exhibit 2: Atmos Energy (ATO) estimate revision table
EPS in § per share, EBITDA in $ mn

Source: Gofdman Sachs Research estimates.

Research highlights

» We maintained our Buy rating and raised our 12-month EV/EBITDA-based target price
by C$3 to C$50 after Enbridge Ine. (ENB.TO} reported 4012 EPS of C$0.41 in line with
GS and slightly below consensus of C$0.44. We decreased our 2013 EPS estimate by
C$0.05 on higher financing costs, maintained 2014/2015, but raised 2016 by C$0.30 as
we incorporated additional accretive organic growth projects.

Enbridge reported a solid fourth quarter, but the real story for 4C and 2012 was the
massive growth in its organic project slate, driven by its well positioned assets which
will serve the surge in US and Canadian oil production in the years to come, in our
view, We raised our long-term estimate by 11% and now see scope for ENB to produce
double-digit EPS and dividend growth well into the back half of the decade driven by
$35hbn of potential growth capital programs. Importantly, we expected Enbridge to
generate this growth via fee-based pipeline projects with volume commitments and
limited direct commodity price exposure, We viewed the JV with Energy Transfer to
reach eastern Gulf Coast refineries as another strategic coup, not as impactful as the
Seaway acquisition, but a meaningful new end market nonetheless. We expected
competition for oil infrastructure will continue fo increase, including from existing
players tike TRP.TO, KMP, PAA, and SXL, as well as traditionaily natural gas or NGL-
focused midstream companies like EPD and SE. However, we believed Enbridge’s
fortress position should drive continued project wins to meet production growth. Risks
include lower pipeline volumes, cost overruns or delays, and higher integrity capex,

For further details, we refer our readers to our note Sofid 40, but organic project
growth is the real story (February 20, 2013).

*« We maintained our Buy rating and raised our 12-month yieid-based target price by $3 to
$69 after Sunoco Logistics {SXL) reported 4012 adjusted EPU of $1.10, beating our
estimate and consensus of $0.92. SXL also guided to 2013 distribution growth of around
5% per quarter implying full year growth of around 26% compared to our 18% estimate
{vs. 6% peer average growth}. The guidance assumes 80/20 ratable/market related cash
flows implying 1.25x coverage. We raised our 2013 full year distribution forecast 6.6% to
$2.465 per unit.

The results/guidance reinforced our view that SXL has one of the strongest growth
profiles for MLPs under coverage. Beyond projects associated with its $700 million 2013
capex program {underpinned by predominately take-or-pay contracts), new potential
growth drivers include Permian Express [, Mariner East li, Mariner South
{propane/butane Gulf Coast export facility} and ETP's portion of the proposed $2.5
billion Trunkiine conversion, Additionally, SXL is using cash flows from outsized
marketing margins (which we conservatively model to normalize through 2018) to help
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fund fee-based project growth, partially offsetting the need for future equity financing,
We jowered our 2013/2014/2015 EPU by 16%/12%/12% to $2.85/$2.85/$3.05, respectively,
to reflect accounting changes driven by ETP's acquisition of SXL's GP, However, we
raised our distributable cash flow {DCF) estimates {which we view as minimally
impacted by the accounting changes) by 6%/12%/12% to $4.25/$4.30/$4.55 per unit,
Risks include reduced oil supply growth, lower oil price and spread volatility, or less
accretive organic growth projects than we are forecasting.

For further details, we refer our readers to our note Strong 4Q: 2013 guidance
implies best-in-class distribution growth (February 21, 2013).

We maintained our CL-Buy and our 12-month SOTP-based target price of $45 after
Williams {WMB) reported 4Q12 adjusted EPS of $0.25, in line with consensus and
above our $0.20 estimate. We decreased 2013/2014 EPS by $0.07/$0.15 on lower WPZ
earnings. Williams Partners (WPZ, Buy) reported 4Q12 adjusted EPU of $0.44, below
GS/consensus of $0.58/$0.48. We lowered 2013/2014 EPU by $0.13/$0.15 on lower
midstream segment volumes and margins, partiaily offset by higher pipeline earnings.

We reiterated our Buy ratings on WMB (Conviction List) and WPZ. We continued to
view WMB as the best dividend growth story in our Diversified Pipeline coverage and
expect 20% growth in 2013/2014 and 15% thereafter. Given the strong FCF generation
from its ownership of WPZ, and now Access Midstream {ACMP}, we saw scope for
WMB to extend its 20% growth guidance through 2015, potentially as soon as its May
analyst day. We viewed the decreased guidance on commodity prices as relatively
conservative, given its ethane price deck effectively minimizes its net 2013 processing
& ethylene cracking margins. We were also not overly concerned with WPZ's
forecasted «<1.0x distribution coverage ratio in 2013, given (1) the current weak NGL
margin environment, which likely has more upside risk than downside, particularly for
“heavy” NGLs like propane, {2) WPZ's strong growth in fee-based cash flows in the
Marcellus/Litica with no commodity price risk, and (3} the high amount of excess cash
flow, low leverage, and past supportive actions by parent WMB, We also remained
positive on WMB's acquisition of LP & GP interests in the fast-growing ACMP, for both
financial and strategic reasons. Risks include lower commodity prices and volumes;
cost overruns or delays.

For further details, we refer our readers to our note Strong FCF underpins 20%
annual dividend growth; remains CL-Buy (February 22, 2013).

Important sector nhews and developments

Goldman Sachs Global Investment Research

Plains All American {PAA, CL-Buy, 12-month target price $60) plans to seli 800
miles of non-core refined product pipelines iocated in the Rockies and NM/TX to
Magellan Midstream Partners {MMP, Buy, 12-month target price $56}.

WGL Holdings {(WGL., Sell, 12-month target price $37) entered into a strategic
supply agreement to secure its main source of power and natural gas generation from
Shell Energy (RBS).

Kinder Morgan Partners (KMP, Neutral, 12-month target price $93) expands its rail
infrastructure via a 210k bpd crude oil rail project which will provide connectivity from
various source hubs, including Cushing, West Texas, the Bakken shale and Western
Canada, to distribution points on the Houston Ship Channel. The facility will have the
capacity to unload up to three unit trains per day of crude oil and condensate as well
as provide for up to 100k bpd of barge loading capacity.
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Exhibit 3: 4012 distribution estimate table

Diversified MLPs

EEP

EPD

KMP
Average

Liguids MLPs

BPL

DKL

HEP

MMP

N§

PAA?

SxXL

Average

Neutral
Buy
Neutrat

Neutral
Buy
Sell
Buy
Neufral
Buy
Buy

Natural Gas MLPs

BWP
ACMP
EPB
ETP
NKA
OKS
PNG
SEP
SMLP
TCP
WPRZ
Average

NC

Not Rated
Buy
Neutral
Sell
Neutral
NC
Neutral
Neutrat
Sell
Buy

Propane MLPs

FGP

NRGY

SPH
Average

NC
NC
Neutral

$0.533
$0.390
$0.500
$0.804
$0.350"
$0.810
$0.358
$0.475
$0.770
$0.763

$0.500
$0.376
$0.853

50.533
$0.435
$0.580
$0.894
$0.350%
$0.685
$0.358
$0.490

$0.780
$0.808

$0.500
$0.290
30853

$0.533
30.450
$0.610
$0.894
$0.350
$0.710
$0.358
$0.495
$0.410
$0.780
$0.828

$0.500
$0.280
$0.875

$0.532

$0.532

GPMLPs
AHGP
ATLS
ETE
NSH
XTXI

Other MLPs

CHKR
CMLP
DPM
LINE
LNCO
NDRO
NGLS
UAN

Diversified Pipelines

ENB.TQ®
KM|

OKE

SE
TRGP
TRP.TQ?
wms?

NC
NC
NC
Neutrat
NC

Neutral
NC
NC
Neutral
Neutrat
Buy
NC
Neutral

Buy
Buy
Neutral
Neutral
NC
Neutral
Buy

$0.698
$0.250
$0.625
$0.510
$0.120

$0.500
$0.670
$0.680

$0.643
$0.588

$0.245
$0.310
$0.280
$0.280
$0.394
$0.420
$0.250

$0.720
$0.270
$0.825
$0.545
$0.120

$0.630
$0.510
$0.680
$0.725

$0.434
$0.663
50.486

$0.283
$0.360
$0.330
$0.280
$0.423
$0.440
$0.313

$0.740
$0.300
$0.635
$0.545
$0.120

$0.630
$0.510
$0.690
§0.726
$0.710
$0.444
$0.680
$0.192

30315
$0.370
$0.360
$0.305
$0.458
$0.444
$0.339

$0.812
$0.515
$0.690
$0.725
$0.703
$0.429
$0.680
$0.228

$0.790
30.513
80.702
$0.761
$0.724
$0.421
$0.698
$0.489

$0.283
$0.370
$0.345
$0.305
$0.449
$0.440
$0.325

$0.315
$0.380
$0.365
$0.305
$0.480
$0.471

1- NC/CS estimates are hased on Thomson One Analytics’ consensus

"« denotes

2 - denotes Canviction st stock
3-in Canadian dofiars

NR - Not rated; NC - Not coverad
distribution to common unithalders;

distributions on subordinated units ware suspended

Source: FactSet, Thomson One Analytics, Company data, Goldman Sachs Research estimates.
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Plains All American
{PAA) is our favorite
Energy MLP

The Williams
Companies (WMB) is
our favorite Diversified
Pipeline
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Exhibit 4: Total return and yield-focused recommendations

For investors focused ona combmation of yleld and unltlstock price upSide
through distribution/dividend growth and attractive relative valuation. These

names constitute our top mcks and are most closely allgped with our ratmgs
o UniﬂStock : :

‘ Target Price .~ Upside i ] - Retu

$21 28% 10.6% 38%

$66 29% 6.4% 35%

WB** Buy $45 31% 3.8% 35%
EEQ Neutral $35 22% 7.6% 30%
LINE Neutral $47 22% 7.5% 30%
Group average 26% 7% 33%
Universe avg 8% 6% 15%

For investors focused prlmar:ly on y;eid and return through cash dlstrlbutlons
We believe these names offer the lowest risk among MLPs with an above-average

yield

USAC Buy 9.3% $20 9% 18%
NS Neutral 8.7% $50 1% 8%
SPH Neutral 8.3% $46 9% 17%
EEP Neditral 7.8% $33 18% 26%
Group average 8.9% 12.7% 22%
Energy MLPs avg (ex-GPs) 7.0% 9.6% 17%

** - denotes a Conviction List stock

Target Prices
-- Energy MLP Methodology: Based on our 12-month distribution growth estimate and

MLP-specific normalized yield

- Diversified Pipelines Methodology: EV-to-EBITDA cash flow analysis

Risks

— Energy MLPs: Access to capital markets and interest rate changes

-- GP-focused MLPs: higherfiower-than-expected distribution growth at the underiying MLP
would positively/negatively impact GP distribution growth and its valuation

Source: FactSet, Goldman Sachs Research estimates.
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Sector price performance
Exhibit 5: Stock price performance, by sector
5%
Diversified Pipelines
20%
15%
10%
5% A
0% -
5% el
-10%
SE 10yrT  *ENB S&P OKE *TRP  WMB Kt
50%
Energy MLPs
40%
20%
15%
10% -
5%
0%
5%
-10%
NJR  PNY GAS AGL WGL  S#  104yrT S&  Ni  ATO
*Note: Prices in Canadian dollars.
Source: FactSet.
Exhibit 6: Alerian MLP index returns, by month
| dan Apr Sopt || Bec ]
3.9% -1.0% 2% £.4% 2.2% 0.3% 2.4% A.0% 1.0% B.2% 1.4% 0.3%
4.2% 0.4% 2.48% 1.8% 2% 3.8% 8.9% 1.8% 12% 24% 0.3% 41%
2.7% 0.4% 1.2% £.6% 1.2% -2.8% 0.3% A% 7.3% 2.5% “3A4% 4.7%
3.2% -5.2% 0,5% §.2% 29% 1.8% 1.5% 1.3% ~4,7% -2.8% -3.3% 2.0%
9.0% =3.1% 0.7% $.6% 0.5% 5. 4% 2.7% 2.48% 5,0% -5.2% -1.8% 11.1%
BT% 1% 28% 9.7% 0.8% A% 4.4% 3.8% -2.0% 47% -30% 21%
1.8% B8.3% TI% 1.3% 3.4% -1.5% £0.1% 7% -4.2% -1.2% -0.1% 3%
3.0% 0.9% 13% §9% 27% 2.6% 0.7% 0.2% 1.6% 1.1% A% 51%
-2.4% B.7% 2.8% 9.4% 0.8% 2.2% 2.7% 2.8% £.3% A4.2% 4.3% 2.4%
41% B.4% -3.8% 2.3% 0.5% 4.0% 4.5% -2.B% 1.2% -2.2% 43% -2.1%
4.9% ~1.4% 1.0% 10% .8% 3.1% 3.4% 1.8% A.4% A2% 3.8% 1.6%
3.9% 22% 4.7% 5.5% £.9% 8.7% 7% -§5.A% A% 548% -4.8% 0.8%
-1.5% A3% -8.3% 67% 0.0% A4.9% -2.6% ©.8% A7.2% 4.3% -18.6% A.7%
14.0% ~5.4% 8.8% 9.9% B.O% A% 11.3% 4% 4.3% 148% 5.4% 6.68%
-0.2% 3.7% 2.9% 2.5% £.2% 5.68% B,7% 3.3% 5.1% 4.5% 1.2% 1.7%
2.5% 2.6% 8.2% 26% -5.7% 1% -2.68% -1.9% 4.2% 9.6% ~5.4% 57%
1.3% 3.3% -4.0% 1.7% 4.3% 3.3% 4.5% ©.6% 2.4% DA% -3.6% 3.4%
11.9% 1.8% - I = Z H

Source: FactSet.

Goldman Sachs Global Investment Research 7



November 26, 2012

Natural gas liquids (NGLs) data points
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Exhibit 7: Natural gas liquids (NGLs) fractionation margins

5/ s/
MMBtY e Ethane 'frac’ Mt man=sPropane 'frac”
12.00
039 5.98 21.00
067 6.21 ]
3.28 878 000 4 5 ¢
7.69 12.18 15.00
470 8.43 | 3
3.40 5.35 6.00 ——— iy o - 12.00 %ﬁm
4.74 6.68 1
5.19 6.40 \ 800 Mg;
3.00 %
325 444 k] H W 5.00 f P
0.58 113
3.00 -
1.75 2.28 0.00 4
0.59 0.8% 0.00
0.62 115
115 1324 {3.00} (3.00}
1.80 210 Jan-08 Jan-09 Jan-10 Jan-11 lan-12 lar-13 Jan-08 Jan-09 Jan-10 Jan-11 Jan-i2 Jan-13
Source: Goldman Sachs Research estimates, Bloomberg.
Exhibit 8: Natural gas liquids {NGLs)-to-Oil ratio
e Ethane-to-Gil watio s Propane-10-0it ratin
11% 34% 80% 97% as% | 0% 100% -~
12% 39% 72% 105% 1%
18% 44% 80% 36% 5% | spxg T
15% 45% 7% 75% 96% a6% 0%
32% 61% 84% 79% 9% 57%
33% £8% 82% 74% 50% 55% | 4% o 70%
37% 60% 73% 1% 87% 56%
46% 70% 87% 83% 98% B6% | oo 50% R .
42% 85% 79% 77% 91% 61%
46% 68% 86% 81% 94% 65% 50%
51% 75% B9% 89% 101% 7i% | 20%
54% 78% 93% 50% 98% 73% 40%
2% 66% 87% 80% 93% 63%
53% 76% 91% 86% 95% 71% | 10% 0% -
i 56% B1% 95% 83% 107% 76% Jan-08  fan-09  Jen-1@ Jan-AX Jen12 Jan-33 an-08  Jan-08  Jan-10  damii Jan32  lap13
* - cthanc: 40%, prapane: 30%, Iso-butane I0%, normat bulane: 10%, perlancs: 10%
Source: Goldman Sachs Research estimales, Bloomberg.
Exhibit 9: Propane inventories, and Ethane-Propane days in storage
bbls - m Enidling Stocks - days in
(mns) 2073 stomge om=E{hane Farecasts
| = = Ending Stocks - -
& 2012 85 ~—Propane a
s w Fnding Stocks - [
85 - - 75 A ooy
| 21512613 M P
55 65 R
’ v}
. 5 1 e
45 . Peopana build ends, Vios
heating season begins A
35 e 45 1 vy
- e % PP N
- 35 Fhy, 8 wué
Healing season ends,
propane buiid haging 25 4
15 — T T T
Jan Feb Mar Apr May Jun Jul Aug Sep Gol Nov Dec 15 T T T T T T Y v — y
Jan'03  Jan'04  Jan'05  Jan'06  Jan07  Jan'08  Jan'0S  Jdan™0  Jan'tt Jan't2  Jan3

Source: Frnergy Information Administration (FIA), Goldman Sachs Research estimates.
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Exhibit 10: Diversified Pipelines valuation overview

R 12-mth . FI N Price to Eamings (PTE
Sl o . Close | ' Target Arnual . Current : . . ;
Company Ticker = Rating' | 2/22/2013 Price’ Dividend © Yléld - 20128 2013E 2018E - 2018E

Enbridge Inc. *ENB Buy 4397 850 $1.26 29% $34,856 $55,078 $1.46 $1.58 $1.75 $2.20 $2.55 $3.00 15.5% 30.1 276 251 20.0 17.2 147
Kinder Morgan Ine. KMI Buy 37.00 $41 1.48 4.0% 38,443 50,693 091 1.18 1.85 178 1.80 1.90 16.8% 40.7 314 224 21.1 208 19.8
ONEQK, Inc. OKE Neutral 47.41 $53 1.44 3.0% 9,854 12,331 167 1.63 1.85 220 2,88 275 10.5% 28.4 290 258 218 18.6 172
Spectra Energy Corp. SE Neutral 29.52 $29 1.22 4.1% 19.424 31,730 1.78 1.43 1.50 1.70 1.80 188 1.8% 18.6 206 19.7 17.4 18.4 161
Targa Resources Corp, TRGP NC 61.03 - - 1.83 3.0% 2.681 1,888 0.74 0.88 114 1.90 2.47 - - 828 71.0 53.5 321 - -
TransCanada Corp, *TRP Neutral 47.54 $48 4.8% 1.84 3.5% 33,516 558377 223 1.92 228 2.85 2.90 3.00 B.1% 213 248 211 18.7 16.4 15.9
The Williams Companies WE* Buy 34.44 $45 34.6% 1.36 39% | 22128 22953 1.49 1.1 1.00 1.45 1.85 1.90 4.9% 231 310 344 23.8 0.8 181

Pipstines - Average 14.7% 3.8% 8.1% 34.7 338 288 21.8 18.3 16.7

EV/EBITDA
Gomprany’ 2012E.°2043E . 2044 L

Enbridge Inc. ENB 5.1% 18.4% 67.8% 3.5 52 A Baal | $3326  §3,424  $4523  §$5210  S5811  $8447  142% 168 181 12.2 106 95 85
Kinder Morgan Inc. Kt £.8% 18.8% 47.4% 8.9 39 28 Bal 1,313 2,113 3,370 3,261 3178 3,354 20.6% 388 241 16.1 15.7 16.0 158.2
ONEQK, Inc. OKE 11.7% 15.8% 53.7% 10.3 22 BBB Baa2 1022 1,021 1,160 1,375 1,485 1,837 8.5% 121 121 108 S0 8.3 8.0
Spectra Energy Comp. SE 5.9% -2.8% 57.8% 40 48 BBB+ - 2937 2,625 2,938 3.382 3,506 3,651 4.4% 108 124 10.8 94 9.1 8.7
TransCanada Corp. ‘TRE 1.1% 16.7% 58.8% 4.4 8.0 A- Baa 4,960 4,469 4910 5840 5,768 5919 3.6% 1.2 12.4 11.3 9.8 9.6 2.4
The Willams Companies WMB* | 52% 22.8% 88.3% 168 0z BBB- Baa3 2,988 1,552 1,673 2,358 2530 2745 7% 77 148 13.7 102 91 84

Pipafines - Averags 6.3% 14.9% 82.3% 7.8 3.5 8.3% 16.2 15.3 12.3 10.8 10.3 9.7

Notes;
* - all figures for TRP and ENB are in Canadian Dollars
* - denotes Convictfon List stack

EV = Equity Market Cap + Net Debt + Minarity Interest + Preferred + [Other]
NR - Not rated; NG - Not coversd
Nat covered (NC) company estimates are based on Thomson Cnie Analytics' consansus

Source: Company data, Goldman Sachs Research estimates, FactSet, Thomson One Analytics.

Exhibit 11: LDC valuation overview

" Fotal
{Company Ticker . .. ‘Rating Fotential
ACL Resources GAS Neutral 39.79 §39 2.6% 1.84 48% 54,883 $9,125 $2.84 $2.46 $2.60 $3.00 $3.25 $3.40 3.7% 14.0x 16.2x 15.3x% 13.3x 12.3x 11.7%
Atmos Energy ATO Neutral 37.98 $38 3.7% 1.38 3.6% 3468 6,008 219 216 2.50 275 3,00 3.25 8.2% 17.3x 17.6x 15.2% 13.8x 12.7% 11.7x
Nisource, Inc. NI NC 27.20 - - 0.96 3.5% 8,440 16,480 1.38 145 1.55 1.67 1.76 - NA 20.1x 18.8x 17.8x - - -
New Jersey Resources NJR NG 44.07 - -~ 1.62 34% 1,838 2,768 261 el 2.58 270 2.55 - NA 16.9x 16.3x -~ - - -
Piedmont Natural Gas Co. PNY NC A2.50 - - 120 3.7% 2,348 3,688 1.57 182 174 1.8¢ 1.98 - NA 20.7x 20.1x 18.7x — - -
South Jersey Industries SJt NC 5526 - - 1.81 2,8% 1,718 2,842 2.67 2.88 341 3.38 3.860 B NA 207x 18.2x - - - -
WGL Maldings WGL sell 42.25 $37 B6% 1.60 2.8% 2,184 3,131 2.25 288 240 2.60 2.85 3,00 5.9% 18.8x 18.8x 17.8x 18.2x 14.8% 141%
LOCs - Average -0.8% 3.7% 5.9% 18.4x 17.7% 16.9x T4.4x 13.2¢ 72.5x
SN R o ‘S-year. S LBYY
Company - YTD . Az-mths’ 'Cap 20426 2015E CAGR 2092E°  2013E
AGL Resources GAS 07% 18% 87.3% 5.1x 48x BB+ - 5626 s1.025  $1,138 §1,213 $1,270 $1,308 15.9% 14.6x B8.9x% 8.0x 7.5x T2 7.0x
Atmos Energy ATO 8.1% 21.7% 52.3% 4.4x 4.2x BBB+ Baal 669 694 782 884 980 1,060 9.6% 9.0x 8.7x 7% B.8x 6.1 5.7%
WGL Holdings WGL 8.8% 43% 41,6% B.2x 2.0x A+ - 335 362 305 403 437 485 % 9.3x .5 8.8 Z.8x Z.2x 8.7x
LDCs - Average 5.9% 9.2% 50.4% 52x 3,9x 10.8% 11.0x 8.7x 8.2x 7.4x 6.8x 6.6x

Not covered (NC) company estimates are based on Thumson One Analyfics’ consensus

Source: Company data, Goldman Sachs Research estimates, FactSet, Thomson One Analytics.
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Exhibit 12: Energy MLPs valuation overview

12-mih o .
Target . Re iat Current]
‘Price, . Potential| Distitbh’  VYield [ Forecast

1

stﬁﬁuﬂﬁns~?er‘$}nil Lo

0128 2013 | 2014F . 2015E

Earnings Per Urif (EPU) -
20128 20138 7 2012E 20156

‘ Rating [ 2

Diversified ML Ps

£107 'Gg Aenugey

Enbridge Energy Partners EEP  Neutral $27.85 833 26% 8217 7.8% 0.0% $7.288 §13,757 | $1.36 $1.09 $1.05 $1.75 $1.90 $1.85 7.6% | 82 3246 8217 $2.24 $2.31 $2.38 2.4%
Enbridge Energy Management EEQ  Neutral 28.66 335 30% 217 76% 0.0% 1,161 13,757 1.36 1.09 1.08 1.75 1.90 1.85 7.8% 2.1 2.16 247 224 2.31 2,38 2.4%
Enterprise Products Partners EPD Buy 55.85 366 23% 264 4.7% 8.9% 50416 67,137 22i 2862 285 285 3.20 3.50 8.6% 244 257 276 295 3.15 337 8.7%
Kinder Morgan Energy Partners KMP  Nettral 86.55 393 13% 5.186 6.0% 38% 21,880 48,120 175 234 240 220 2.35 210 3.8% 4.81 4.8 5.28 549 566 583 4.8%
Kinder Morgan Management KMR  Neutral 81.84 389 15% 5.16 63% 38% 9,428 48,120 1.75 234 240 220 2,35 210 38% 4.81 4.8 5.28 5.49 568 5.83 4.8%
Diversified MLFs - Avg 21% 6.5% 2.5% 6.5% 4.2%
Liguids MLPs
Buckeye Partners BPL Neutral $53,96 $55 10% $4.15 7.7% 1.2% $5318 57,706 $2.89 8297 3355 34.00 $4.30 $4.50 9.2% | $4.08 $4.15 $4.16 $4.37 $4.70 $5.08 4.4%
Delek Logistics Partnars DKL Buy 27.66 $28 % 1.50 5.4% 10.7% 664 717 B 0.74 1.50 1.60 1.80 2.00 NA - 1.50 1.80 170 1.80 1.81 NA
Hally Energy Partners HEP Sell 38.81 $35 -5% 1.88 4.8% 43% 2,204 3078 1.30 1.38 1.50 1.55 1.85 1.70 5.6% 1.74 1.84 1.93 202 21 2.20 4.8%
Magellan Midstream Partners MMP Buy 49.37 $56 7% 2.00 4.1% 11.0% 11,226 13,418 190 205 2.30 2,55 2,85 3.00 8.5% 1.59 188 214 241 2.68 2497 13.4%
NuStar Energy, LP NS Neutral 50.34 350 8% 4.38 B8.7% 0.0% 3,921 5,931 282 0.65 1.65 3,00 3.50 3.80 4.3% 4,36 4.38 438 4.38 4.42 4.49 0.6%
NuStar GP Heldings NSH  Neutral 29.62 $3z2 18% 218 7.4% 0.0% 1,257 1,253 164 0.05 148 1.88 208 212 5.3% 1.88 2.11 218 228 2.34 241 4.0%
Plalns Al American Pipeline PAA™ Buy 53.89 $80 15% 225 4.2% 8.8% 18,1956 23,865 263 337 3.10 278 2.55 245 -1.4% 1.88 2.18 238 257 270 2.84 7.4%
Sunoco Loglstics Partners BXL Buy 61.54 $68 15% 2.07 34% 0.9% 5,384 8,019 3,01 4,12 2.85 285 3.05 285 A% 1.64 1.86 247 2,69 200 310 13.7%
Liquids MLPs - Avg 10% 5.7% 7.1% 4.5% 6.9%

Natural Gas MLPs

Access Midstream Partners LP ACMP NR $36.67 - - $1.80 4.9% 13.8% $5440 $6,674 $1.37  $1.30 $1.50 $1.60 51.65 §1.75 51% | $1.48 $1.71 $1.95 $2.15 $2.31 $2.42 10.4%
Boardwalk Pipeline Partners BWP NC 26.16 NA NA 213 B.1% NA 6,032 9,587 141 143 1.38 1.48 1.65 - NA 211 213 2.14 2186 224 2.32 NA
El Paso Pipeline Partners EPB Buy 41.94 $47 18% 244 5.8% 6.6% 9,059 13,191 203 223 2,18 2.35 2.30 235 2.9% 1.83 225 254 272 2.86 2.91 86%
Energy Transfer Equity’ ETE NC 51.74 NA NA 2.54 4.9% NA 14,485 NA 1.38 1143 2.36 289 3.29 - NA 244 251 278 3.07 3.66 4.18 NA
Energy Transfer Partners ETP  Neutral 47.19 345 5% 3588 76% 1.7% 11623 20,553 1.58 1.19 210 2.85 3.15 3.20 15.2% | 3.58 3.58 382 3.71 3.90 4.0% 2.7%
Niska Gas Storage Partners? NKA Sell 11.82 811 % 1.40 11.8% 0.0% 807 1.541 0.56 052 0.30 0.60 0.85 - NA 1.40 1.40 1.40 1.40 1.40 - NA
ONECK Partners OKS  Meutral 58,43 $83 13% 2.84 4.9% 8.0% 12,844 18693 3.35 3.10 2.40 275 3.05 3.08 -1.8% 237 2,69 2,94 3.08 3.24 3.34 71%
PAA Natural Gas Storage PNG NC 20,96 NA, NA 1.43 6.8% NA 1,168 NA 1,04 1.04 0.93 Q.97 1.0t - NA 1.41 143 145 147 1.58 1.80 NA
Spectra Energy Partners SEP  Neutral 36.38 $34 ~1% 1.98 5.4% 51% 3,504 4,044 1.85 180 1.50 1.55 1.68 1.60 -0.6% 1.87 1.95 2.05 213 222 2.31 4.3%
Summit Midstrean Partners SMLP  Neutral 21867 $23 14% 1,60 74% 12.5% 1,080 1,418 - 0.73 0.85 0.80 0.95 0.95 6.9% - 043 173 1.85 1.97 2,08 6.5%
TC Pipsilnes, LP TCP Sell 4543 $44 4% 312 6.9% 1,3% 2,431 3,115 3.03 257 2.50 255 280 27¢C -2.3% 3.06 3.1 315 3.1 3.47 3.85 3.6%
USAC Cempression Partners Usac Buy 18.34 §20 18% 1.70 2.3% 0.0% 534 857 - - 0.58 0.73 073 0.74 8.2% - - 1.70 1.80 1.89 1.85 4.6%
Williams Partners WpPZ Buy 51.34 $66 35% 3.31 6.4% 7.3% 19,598 27,290 372 1.98 2.85 3.28 3.40 358 1.0% 2,96 321 3.48 3.72 384 4.14 6.9%
Nat Gas MLPs - Avy (ox-NKA) 13% 6.5% 5.3% 3.4% 5.5%

Propanhe MLPs

AmeriGas Partners APU NC $43.04 NA NA $3.20 7.4% NA $3,995 §6255 | $273  $0.22 3244 $2.82 $2.82 - NA $2.93 $3.16 33.29 $3.40 $3.53 - NA
Ferrellgas Partners FGP NC 20.03 NA NA 2.00 10.0% NA 1,583 2,805 ©.51) {017} 0.59 0.61 0.64 - NA 2.00 2.00 2,00 200 2.00 - NA
Inergy, LP NRGY NC 18.62 NA NA 1.16 5.8% NA 2,486 3,207 0.40 0.1 033 0.54 0.62 - NA 282 1.78 1.18 1.31 1.47 - NA
Suburban Propane Partners SPH  Neutral 42,13 346 17% 3.50 B8.3% 23% 2418 3,687 324 0.62 220 3,50 3.80 3.80 3.2% 341 341 3.50 370 3.92 4.12 3.8%
Propane MLPs « Average 17% 7.9% 2.3% - 3.8%

E&P MLPs/Rovalty Trusts

Linn Energy LINE  Neutral | 838.49 547 30% $2.90 7.5% 5.0% 7,808 15815 | $1.81  $1.54 255 280 $285 $275 87% { $273 $2380 $3.05 $3.20 $329 $3.39 4.4%
LinnCo LNCO  Neutrat 38.27 544 19% 284 7.2% 20% 1,366 15815 - $0.67 $280 3288  §3.07 $3.16 3.0% -~ 0.67 290 2.98 3.07 3.16 3.0%
Chesapeake Granite Wash Trust CHKR  Neufral 17.71 $19 22% 252 14.2% - 828 827 114 282 3.13 325 2,76 1.82 NA 1.16 2.85 3.13 325 2.76 1.83 NA
Enduro Royalty Trust NDRQ  Buy 16.45 $21 38% 174 10.6% 39% 543 543 0.83 1.74 1.78 1.74 1.77 1.47 NA 126 1.74 1.78 174 177 1.47 NA

E&P MLPs - Average 27% 5.9% 3.6% 5.8% 3.7%

Other MLPs

CVR Partners® UAN  Neutral [ $25.15 $29 2% $1.80 7.2% - $1.841 81,785 | $1.77  $155 $185 $165 $195  $1.80 04% | S1.57 8185 $2.05 5175 3215 §1.95 4.5%
Averages

Energy MLPs - - - - 14.3% - 6.3% 5.3%

Energy MLPs (ex-GP MLPs} - - - - 14.2% - 6.3% 5.6%

EV = Equity Markel Cap + Net Debt + Minority Interest + Preferred + [Other]
NR - Net rated; NC - Not covered; CS - Coverage Suspended; NC/CS estimates are based on Thomson Qne Anaiytics' consensus
**- denotes Conviction List stock
1« ETE fiqures are driven by our estimates for ETP, respectively, and company dala.
2« NKA reports 3/31 fiscal year end
3 - UAN distribulion a discount of G5 2012-14 foracasts, using 5% discount rate

0t

Source: Company data, Goldman Sachs Research estimates, FactSet, Thomson One Analytics.
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Exhibit 13: Energy MLPs valuation overview

EV = Equlity Market Cap + Net Dabt + M

nority Interest + Prefarred + jOthar]

NR - Not rated; NG - Not coverad; CS - Coverage Suspended; NC/CS estimates are based on Thomsoh One Analytics' consensus

“* - denotes Convictian List stack
1 - NKA reperts 321 fiscal vear end

Total Retarn “LastQ - ; PR — Distrlbutable ~DGF Par ULl | ~Return on Eqaly (ROE)
o . Trajling .| Debtf" EBITOAL - Debt/ Debt Rating -+ : Distrisution {coverage ratio - to'ths Limited Partier -
Partnarzhip ‘t2-mths. | < 'Cap intexp EB{TDA} S&P . . Moodys ° 2012&‘ 2H3ET 044K 2045E  2018E | . 20128 . 2013E° 2014E- - 2015 016E | 2041A - 2012E . 2013E G148
Diversifled MLPs
Enbridge Energy Partners EEP 2% 8% 2% 32 5.1 88B Baa2 $3.27 $1.86 $1.80 $245 B280 8285 31% 1.08 0.86 0.83 1.09 113 1141 8.5% 7.2% 7.0% 10,9%
Enbridge Energy Managemant EEQ 1% 7% 52% 32 5.1 BBE Baa2 227 188 1.80 245 280 2.85 31% 1.08 0.86 0.83 1.08 1.13 .11 9.5% 7.2% 7.0% 10.9%
Enterptise Products Partners EFD 13% 4% 56% 51 39 BBB- NR 317 3.50 375 3.85 4.25 4.55 7.5% 1.30 1.36 1.36 1.31 1.35 135 158% 18.1% 18.5% 17.5%
Kinder Morgan Enargy Partners KMP 10% 2% B0% B85 4.1 BEB Baa2 410 4.64 5.50 3.40 5.45 5.05 4.3% 0.88 093 1.04 0.98 0.96 0.87 7.8%  106% 11.0% 11.3%
Kinder Morgan Managemsnt KMR 10% 8% £0% 5.8 41 BBB Baa2 4.10 4.84 5.50 540 545 5.05 4.3% 0.88 0.93 1.04 0.98 0,56 0.87 9%  106%  31.9% 11.3%
Diversified MLPs - Average 7% 2% 56% 48 4.4 4.5% 1.08 0.99 1.02 1.09 117 106 10.1% 10.7% 10.9% 12.4%
L Igulds M1 Ps
Buckeys Partners BPL 21% 4% 51% 48 42 BBB Baa3 $3.58 $3.91 $460  $5.20 $560  $5.85 10.3% | 0.88 .94 111 1.18 1.19 1.16 15.2% 12.7% 140% 14.7%
Delek Logistics Partners DKL - - 31% 18.3 1.1 - -~ - 1.24 1.78 1.80 210 220 NA - 0.82 1.09 1.06 147 118 - 15.1%  27.0% 26.6%
Holly Energy Partnars HEP 18% 35% 48% 37 338 BB Bad 177 2.33 235 240 250 255 7.6% 1.02 127 122 1.18 1.19 1.16 B87% 8.6% 9.5% 10.4%
Magellan Midstream Partners MMP 18% 42% 61% 55 34 B8BB Baa2 208 238 260 285 3.30 345 10.7% | 1.31 1.23 121 1.23 1.23 1.18 28.8% 305% 31.3% 30.4%
NuStar Energy, LP NS 2% -§% 40% 4.2 54 BBE- Baa3 478 2.95 3.50 470 5.20 530 21% 1.10 0.67 0.80 1.07 147 1.18 7.0% 1.8% 5.2% 101%
Plains All American Pipeline PAA™ 21% 38% 40% 6.5 2.8 BBB- Baa2 2,94 421 365 3.30 3.10 3.00 0.4% 148 1.98 1.48 1.28 1.15 1.08 166% 18.7% 1655% 13.2%
Sunoca Logistics Partners sxL | 25% 6% 54% 83 28 BBB NR 3.43 4.95 4.25 430 455 4,45 53% | 210 53 A73 180 187 143 | 309% 387% 3 21.6%
Liquids MLEs - Average 20% 26% 46% 7.3 3.4 6.1% 7.31 1.34 1.23 1.23 1.24 1.1¢ 17.8% 17.7% 17.8% 18.1%
Natural Gas MLPs
Access Midstream Partners LP ACMP 11% 35% 4% 6.9 3.1 NR NR $1.81 $1.92 $240 §2.55 $260  $270 84% 122 112 1.23 119 1143 1.12 8.2% 8.1% 91% 8.7%
El Paso Pipellne Partners EPB 16% 17% 88% 4.0 39 EB NR 1,92 2.69 2.65 295 2.85 2.85 8.2% 1.00 1.18 1.04 1.09 1.00 0.98 11.5% 11.3% 10.8% 11.8%
Enargy Transfer Parners ETP 12% 7% 5% 5.8 3.2 BBEB- Baal 3.01 328 480 555 5.85 595 14.8% | 0.84 0.82 1.33 1.50 1.50 145 B65% 3.6% 6.3% 88%
Niska Gas Storage Partners’ NKA 12% 41% 55% 21 4.2 B8B- B1 1.14 1.29 111 148 1.7 - NA 0.82 Q.82 0.80 1.05 122 - 23% -235% -6.5% 35%
ONEOK Partners OKS 10% 1% 51% 48 4.3 BEB Baa2 3.80 389 315 370 4.05 4.05 0.7% 1,85 137 1.07 1.20 125 1.21 208% 173% HI% 12.8%
Spactra Energy Partnars sEP 18% 16% 28% 6.8 2.8 BBB Baal 207 2.02 210 2.20 220 225 1.6% 1M 1.04 182 1.03 0.89 0.87 8.8% 8.0% 8.7% 9.0%
Summft Midstream Partners SMLP - - 34% 13.1 1.8 BEB NR - 174 1.95 205 220 225 8.8% - - 113 111 1.12 1.08 - §.5% 4.8% 5.4%
TC Pipellnes, LP TCP 14% 3% 35% 87 3B NR NR 443 373 3.95 4.00 4.05 415 -1.3% 1.45 120 1.28 121 117 1.14 128% 106% 10.68% 10.7%
USAC Compression Partners USAC - - 43% 84 4.7 - - - - 1.82 202 207 212 5.3% - - 1.07 112 1.10 1.09 0.0% 1.3% 4.0% 4.5%
Witiiams Partners WPZ i% 1% 3% 54 3.9 BBB- Baa2 449 2.98 3.40 4.15 4.20 430  -08% | 152 0.93 038 112 14097 - 100% 63% 23% 10.9%
Natural Gas MLPs - Average 12% 13% 45% 5.3 3.8 4.8% 1.20 1.08 1.09 1.17 1.16 1.14 9.1% 4.9% 7.0% 85.0%
E&P MLPs/Royalty Trusts
Linn Energy LINE 11% 10% 66% 4.2 3.4 B+ B1 3.10 369 4.10 3.80 370 3,18 0.0% 1.14 1.27 1.3 1.22 112 0.91 10.1%  8.5% 127% 12.7%
LinnCa LNCO - - % - - - - - 0.67 2.90 2.98 307 3.18 3.0% - 1.00 1.00 1,00 1.00 1.00 - - 8.4% 7%
Chesapeake Granlle Wash Trust CHKR 1% - 0% - - NR NR 1.14 2.82 .43 3.25 278 1.82 9.8% 0.98 0.9% 1.00 1.00 1.00 1,00 - - - -
Enduro Royalty Trust NDRO -1% - 0% - - NR NR 0.83 1.74 1.78 1.74 1.77 1.47 122% | 0.68 1.00 1.00 1.00 1.08 1,00 - - - -
[Other MLPs
Suburban Propane Partners SPH 11% 3% 60% 34 3.9 BB- Ba2 $3.96 $1.56 $390 %515 $545 §545 8.6% 1.18 0.48 11 1.39 1.39 1.32 6.5 1.3% 5.9% 7%
CVR Partners UAN 0% - 21% 34.8 ok:) NR NR 1.94 1.72 2.05 1.78 218 1.95 0.1% 24 0.93 1.00 1.00 1.00 1.00 - - - -
Energy MLPs - Average - 13% 14% 48% 58 38 - - - - - - - - 51% 1.18 112 112 118 118 115 11.7% 101% 11.3% 12.6%
Alerian MLP Index AMZ 1% 5% - - - - - - - - - - - - - - - - - - - - - -
S&P 500 SPX 6% M% - - - - - - - - - - - - - - - - - - - - - -
Total Rsmm ‘Percent of DCF; : B Enterpiise Value / .
L frof GP, wnersﬁip cF,\PerUni: o et w
Partnership . CTevel o ta MUP] 201147 20128 - D14E - 21]1SE 20‘1EE R01ZE . 2013E . 2014E - 2015E- - 2018K
NuStar GP Holdings NSH 9% -10% 10.2 25% 132 48% 2% 1.87 2.13 216 226 228 233 3.5% 13.8 13.8 13.0 12.9 128

Source: Company data, Goldman Sachs Research estimates, FactSat, Thomsan One Analytics.
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Exhibit 14: Upcoming events

Tuesday 1 Wednesday Thursday Friday
25Fen - 26Feb| T Z1-teb R T Z8-Feb] - -
USAC: 42012 10:00 am ET UAN: 402012 14:080 am ET
BEBE-314-4865, id: 56463737 877-407-8029, id; N&
OKE | OKS: 402012 11:09 2m ET
B8B8-427-8421, id: 2364884
N U BMar] 0 GMar] O - ivad] o B-Mar]
EEP Investor Day
New York City, NY
MMarf | e et e qaee oo o e 3-Marf oo "44-Mar] 15-Mar]
SMLP: 402012 11:30 am ET
847-413-3362, id: 34267638
18-Mar| 2]

Source: Company data.
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Company-specific risks

Exhibit 15: Company-specific risks

Enbridae Inc. Buy EV/EHRITDA Lower oil production and pipeline volumes, increased compstition, cost sverruns or delays,

Kinder Morgan Ine. Buy $41 SoP Lower commeodity prices and volume, cest overruns or delays
ONEQKX Inc, Neutral $53 SoP/NAV Lower/higher economlc growth, lower/higher volumes/pricing for natural gasfNGLs.
Spectra Energy Neutral $29 EV/EBITDA Lower/higher commodity prices & volumes; project cost overruns or delays.

TransCanada Corp. Neutral C$48 EV/EBITDA Higher power pricesivolumes, positive regulatery outcomes. Further delays to Keystone XL permit, project cost overrons.

Buy EV,IEBITDA Lower cummndlty pﬁces lower marglns lower volumes , higher costs

Master Limited Partnerships (MLPS)

AGMP Access Midstream Pariners LP Not Rated NA NA

8PL Buckeye Partners Neutral $55 Yield-based Refined product throughput trends, on-time and en-budget projsct implementation and project announcements, market rate program
reselution

CHKR Chesapeake Granite Wash Trust Neutral $19 Yiefd-based Higher/lower commodity prices, betteriworse than anticipatad well resutts, rising/falling Interest rates

DKL Delek Logitstics Partners Buy $28 Yield-based Underperformance at parent refineries, [imited geegraphic diversity, dependence on parent for near-term growth

EEP Enbrdge Energy Partners Neutral $33 Yield-basad Higher/lower commodity prices, betterfworse than anticipated well results and asset/operator concentration risk

EEQ Enbridge Energy Management Neutral $35 Yield-basad Higher/lower than expected distribution growth, faster/siower-than-expected recovery in energy prices

EFB El Paso Pipeline Partners Buy $47 Yield-based Lower than expected distribution growth, slower-than-expected recovery in energy prices

£PD Enterprise Product Partners Buy $66 Yield-based Weaker infrastructure growth, energy prices, capital market volatility, rising interest rates

ETP Energy Transfer Partners Neutral $46 Yield-based Lower/highar gas prices/differentials, higherflower rate of dropdowns, At ti

HEP Holly Energy Partners Sell $35 Yleld-based Acceleratad organic project plpellne growth, parent dropdown announcements and increased throughput

KMP Kindet Morgan Partners Neutral $83 Yield-based Higherflower commodity prices, volume declines, cost everruns, project delays or changes to MLP taxes

KMR Kinder Morgan Management Neutral $89 Yield-hased Higherffowar commodity prices, volume declines, cost overruns, project delays

LINE Linn Energy Neutral $47 Yield-based Bettariworse-than expected well results, more/lass accrotive acqulsitions, higherflower NGL. prices

LNCO LinnCe Neutral $44 Yield-based Better/worse-than expected performance at LINE, lower/higher Institutisnal demand for MLPs

MMP Magetlan Midstream Parthers Buy $56 Yisld-hased Weaker infrastructure growth, energy prices, capitat market volatifity, rising interest rates

NDRO Enduro Royalty Trust Buy 21 Yield-based Sustalned lower oil and natural gas prices, reduced third-party drilling

NKA Niska Gas Storage Sell $11 Yield-based Expostts to summar-winter natural gas price differentials, and a potential underbuild of natural gas storage.

NS NuStar Energy LP. Neutral $50 Yield-based Highet/lower government highway spending, higher/i transport volumes, weaker/stronger asphalt pticing, increased/decraased
competition, higherf/lower storage rates

NSH NuStar GP Heldings Neutral $32 EV/Distributable cash flow Weaker/stronger infrastructure growth, energy prices, capital market volatility, rising/falling Interest rates

OKSs ONEOK Partners Neutral $63 Yield-based ‘Widsr/narrowsr than expectad Conway-Mt. Belvleu NGL price spreads, cost overruns or delays on its Bakken Grude Express pipeline
Pproject, increased production in the Bakken driving up the need for takeaway capacity.

PAA™ Plains All American Buy 60 Yield-based Less accretive acquisition/new-build project, narrower<han-expected contange cruds off spreads, rising Interest rates.

SEP Spectra Energy Partners Neutral $34 Yield-based Weaker{stronger Infrastructure growth, energy prices, capital market volatility, rising/falling Interest rates

SPH Suburban Propane Partners Noutral $46 Yield-based Warmer weather, margin volatillty, censervation trends, competition from other propane retailers and alternative anergy sources

SXL Suhoco Logistics Partners Buy $69 Yield-based Reduced domestic oil supply growth, lowsr ot price and spread volatility or fess actretive asset acyuisitions or organie growth
projects than forecasted.

SMLP Summit Midstream Partners Neutral 523 Yield-based Increase/decrease in natural gas production in the Piceance and/or Barnett, asset drop-down from sponsor

Tep TC Fipelines Sell $44 Yield-based More accretive rate of asset acquisitions, more sustained level of Great Lakes volumes than currently expected, higher leval of
recontracted marglins than expected

UAN CVR Partners Neutraf §29 Yield-based Significant sensitivity to UAN-Ammonia prices and spreads, lack of product, feedstock, facHity diversification, projact cost overrun

USAC USA Compression Partners Buy $20 Yleld-based Cash flow volatility dus to short-term contracts, cyctical nature of margins and ereslon of pricing power dus to low barriers for entry

Into the ccmpression services industry

Williams Partners Buy
S i

stribution Companies Cs

AGL. Resources Neutral $38 DDOM, P/E Highaer utility rate case revenues, higher wholesale marketing marglins, and accretive acquisitions; downside risks Include less
favorable rate case decisions, decraased natural gas time and location spreads, and dilutive acquisitions.
ATO Atmos Energy Neutral $38 DDM, P/IE Higher utility rate case ravenues, higher pipeline and marketing margins, and accretive acquisitions; downside rigks Include tess
favorable rate case decislons, decreased natural gas time and location spreads, and dilutive acquisitions.
WGL WGL Holdings Sell $37 DOM, P/IE Higher rate case revenuss, higher Ratail t marging, an Corr Ith project, and higher natural gas time and

igcation volatility.

- denoles Convigtion L ck
1- 12-month price target

Source: Goldman Sachs Research estimates.

£10¢ 'ST AMenigs

sS4 pue seuljadiq seOUaUY



Yoi2asaYy Walisaau| (eqgo|D SYIBG UBLLDIOD

l

CASE NO. 2013-00148
ATTACHMENT 2
TO OAG DR NO. 1-183

Financial advisory disclosure
Goldman Sachs is acting as financial advisor to Chesapeake Energy Corporation in an announced strategic transaction.
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Disclosure Appendix

Reg AC

We, Theodore Durbin and Steve Sherowski, hereby certify that all of the views expressed in this report accurately reflect our personat views about
the subject company or companies and its or their securities. We also certify that no part of our compensation was, is or will be, directly or indirectly,
related to the specific recommendations or views expressed in this report.

Investment Profile

The Goldman Sachs Investment Profile provides investment context for a security by comparing key attributes of that security fo its peer group and
market. The four key attributes depicted are: growth, returns, multiple and volatility. Growth, returns and multipie are indexed based on composites
of several methodologies to determine the stocks percentile ranking within the region's coverage universe.

The precise calculation of each metric may vary depending on the fiscal vear, industry and region but the standard approach is as follows:

Growth is a composite of next year's estimate over current year's estimate, e.g. EPS, EBITDA, Revenue. Beturn is a year one prospective aggregate
of various return on capital measures, e.g. CROC!, ROACE, and ROE. Multiple is a composite of one-year forward valuation ratios, e.q. P/E, dividend
yield, EV/FCF, EV/EBITDA, EV/DACF, Price/Book. Volatility is measured as trailing twelve-month volatility adjusted for dividends.

Quantum

Quantum is Goldman Sachs' proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for
in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets.

GS SUSTAIN

GS SUSTAIN is & global investment strategy aimed at long-term, long-only performance with a low turnover of ideas. The GS SUSTAIN focus list
includes leaders our analysis shows to be well positioned to defiver long term outperformance through sustained competitive advantage and
superior returns on capital relative to their global industry peers. Leaders are identified based on quantifiable analysis of three aspects of corporate
performance: cash return on cash invested, industry positioning and management quality (the effectiveness of companies' management of the
environmental, social and governance issues facing their industry).

Disclosures

Coverage group(s) of stocks by primary analyst(s)

Theodore Durbin: America-Diversified Pipelines, America-Energy MLPs, America-Gas Utilities. Steve Sherowski: America-Energy MLPs.
America-Diversified Pipelines: Enbridge Inc., Kinder Morgan, Inc., ONEQK, Inc., Spectra Energy Corp., The Williams Companies, inc., TransCanada
Corp..

America-Energy MLPs: Access Midstream Partners P, Buckeye Partners, L.P., CVR Partners, LP, Chesapeake Granite Wash Trust, Delek Logistics
Partners, LP., El Paso Pipeline Partners, L.P., Enbridge Energy Management, Enbridge Energy Partners, L.P., Enduro Royaity Trust, Energy Transfer
Partners, L.P., Enterprise Products Partners LP, Holly Energy Partners, Kinder Morgan Energy Partners, Kinder Morgan Management, Linn Energy,
LELC, LinnCo, LLC, Magelian Midstream Pariners, Niska Gas Storage Partners LLC, NuStar Energy L.P., NuStar GP Holdings, LLC, ONECK Partners,
L.P., Plains Alt American Pipeline, L.P., Spectra Energy Partners, L.P., Suburban Propane Partners, L.P., Summit Midstream Partners, L.P, Sunoco
Logistics Partners L.P., TC Pipelines, LP, USA Compression Partners, LP, Williams Partners L.P..

America-Gas Utilities: AGL Resources inc., Atmos Energy Corp., WGL Holdings, inc..

Company-specific regulatory disclosures

The foliowing disclosures refate to relationships between The Goldman Sachs Group, Inc, {with its affiliates, "Goldman Sachs"} and companies
covered by the Global investment Research Division of Goldman Sachs and referred to in this research.

Goldman Sachs has received compensation for investment banking services in the past 12 months: Atmos Energy Corp. ($37.98} and Holly Energy
Partners ($38.81)

Goldman Sachs Global Investment Research 15
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Goldman Sachs expects to receive or intends to seek compensation for investrnent banking services in the next 3 months: Atmos Energy Corp.
{$37.98) and Holly Energy Partners ($38.81}

Goldman Sachs has received compensation for non-investment banking services during the past 12 months: Atmos Energy Corp. {($37.98)

Goldman Sachs had an investment banking services client relationship during the past 12 months with: Atmos Energy Corp. ($37.98) and Holly
Energy Partners {$38.81)

Goldman Sachs had a non-investment banking securities-related services client relationship during the past 12 months with: Atmos Energy Corp.
{$37.98) and Holly Energy Partners ($38.81}

Goldman Sachs had a non-securities services client relationship during the past 12 months with: Atmos Energy Corp. {$37.98) and Holly Energy
Partners {$38.81}

Goldman Sachs has managed or co-managed a public or Rule 144A offering in the past 12 months: Atmos Energy Corp. {$37.98)

Distribution of ratings/investment banking relationships

Goldman Sachs investment Research global coverage universe

Rating Distribution Investment Banking Relationships
Buy Hold Seli Buy Hold Sell
Global 31% 55% 14% 48% 41% 36%

As of January 1, 2013, Goldman Sachs Global Investment Research had investment ratings on 3,523 equity securities, Goldman Sachs assigns stocks
as Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral. Such assignments equate to Buy, Hold and Sell
for the purposes of the above disciosure reguired by NASD/NYSE rules. See 'Ratings, Coverage groups and views and related definiticns' below.

Price target and rating history chart{s)

Atmos Energy Corg, (AT} Sock Pien DuTeNcy | WS, DeRr Holly Eiatgy Pattnars (HEF) Sinck Frice Cumency : LS, Dalar
GoMman Ssche rafing and stock e target history Goktran Sachs raflag amd slock priva targot history
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Regulatory disclosures

Disclosures required by United States laws and regulations

See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager
or co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/co-
managed public offerings in prior periods; directorships; for equity securities, market making and/or spedialist role. Goldman Sachs usually makes a
market in fixed income securities of issuers discussed in this report and usually deals as a principal in these securities.

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts,
professionals reporting to analysts and members of their households from owning securities of any company in the analyst's area of

coverage. Analyst compensation: Analysts are paid in part based on the profitability of Goldman Sachs, which inciudes investrnent banking
revenues. Analyst as officer or director: Goldman Sachs policy prohibits its analysts, persons reporting to analysts or members of their
households from serving as an officer, director, advisory board member or employee of any company in the analyst's area of coverage. Non-U.S.
Analysts: Non-U.S. analysts may not be associated persons of Goldman, Sachs & Co. and therefore may not be subject to NASD Rule 2711/NYSE
Rules 472 restrictions on communications with subject company, public appearances and trading securities heid by the analysts.

Distribution of ratings: See the distribution of ratings disclosure above. Price chart: See the price chart, with changes of ratings and price targets in
prior periods, above, or, if electronic format or if with respect to muitiple companies which are the subject of this report, on the Goldman Sachs
website at hitp://www.gs.com/research/hedge. htmi.

Additional disclosures required under the faws and regulations of jurisdictions other than the United States

The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws
and regulations. Australia: Goldman Sachs Austraiia Pty Ltd and its affiliates are not authorised deposit-taking institutions (as that term is defined in
the Banking Act 1959 (Cth}) in Australia and do not provide banking services, nor carry on & banking business, in Australia. This research, and any
access to it, is intended only for "wholesale clients” within the meaning of the Australian Corporations Act, unless otherwise agreed by Galdman
Sachs. Brazil: Disclosure information in relation to CVM Instruction 483 is available at hitp:/www.gs.com/worldwide/brazil/area/girfindex.hitml.
Where applicable, the Brazil-registered analyst primarily responsible for the content of this research report, as defined in Article 16 of CVM Instruction
483, is the first author named at the beginning of this report, unless indicated otherwise at the end of the text. Canada; Goldman, Sachs & Co. has
approved of, and agreed to take responsibility for, this research in Canada if and to the extent it relates to equity securities of Canadian issuers.
Analysts may conduct site visits but are prohibited from accepting payment or reimbursement by the company of travel expenses for such
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visits. Hong Kong: Further information on the securities of covered companies referred to in this research may be obtained on request from
Goldman Sachs (Asia) L.L.C. India: Further information on the subject company or companies referred to in this research may be obtained from
Goldman Sachs {India) Securities Private Limited; Japan: See below. Korea: Further information on the subject company or companies referred to
in this research may be obtained from Goldman Sachs {Asia} 1.L.C., Seoul Branch. New Zealand: Goldman Sachs New Zealand Limited and its
affiliates are neither "registered banks" nor "deposit takers" {as defined in the Reserve Bank of New Zeatand Act 1988) in New Zealand. This research,
and any access to it, is intended for "wholesale clients” (as defined in the Financial Advisers Act 2008) unless otherwise agreed by Goldman

Sachs. Russia: Research reports distributed in the Russian Federation are not advertising as defined in the Russian {egisiation, but are information
and analysis not having product promotion as their main purpose and do not provide appraisal within the meaning of the Russian legislation on
appraisal activity. Singapore: Further information on the covered companies referred to in this research may be obtained from Goldman Sachs
{Singapore) Pte. {Company Number: 198602165W). Taiwan: This material is for reference only and must not be reprinted without permission.
Investors shouid carefully consider their own investment risk. investrment results are the responsibility of the individual investor. United

Kingdom: Persons who would be categorized as retail clients in the United Kingdom, as such term is defined in the rules of the Financial Services
Authority, should read this research in conjunction with prior Goldman Sachs research on the covered companies referred to herein and should refer
to the risk warnings that have been sent to them by Goldman Sachs International. A copy of these risks warnings, and a giossary of certain financial
terms used in this report, are available from Goldman Sachs International on request.

European Union: Disclosure information in relation to Article 4 {1} {d} and Article 6 {2} of the European Commission Diractive 2003/126/EC is available
at http:/fwww.gs.com/disclosuresfeuropeanpolicy. html which states the European Policy for Managing Conflicts of interest in Connection with
Investment Research.

Japan: Goldman Sachs Japan Co., Lid. is a Finangial Instrument Dealer registered with the Kanto Financial Bureau under registration number Kinsho
69, and a member of Japan Securities Dealers Association, Financial Futures Association of Japan and Type ll Finangcial Instruments Firms
Association. Sales and purchase of equities are subject to commission pre-determined with clients plus consumption tax. See company-specific
disclosures as to any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese
Securities Finance Company.

Ratings, coverage groups and views and related definitions

Buy (B}, Neutral {N), Sell (S} -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy
or Sell on an Investment List is determined by a stock's return potential relative to its coverage group as described below. Any stock not assigned as
a Buy or a Sell on an Investment List is deemed Neutral. Each regional Investment Review Committee manages various regional Investment Lists to a
global guideline of 25%-35% of stocks as Buy and 10%-15% of stocks as Sell; however, the distribution of Buys and Sells in any particular coverage
group may vary as determined by the regional Investrent Review Committee. Regional Conviction Buy and Sell fists represent investment
recommendations focused on either the size of the potential return or the likelihood of the realization of the return.

Return potential represents the price differential between the current share price and the price target expected during the time horizon associated
with the price target. Price targets are required for all covered stocks, The return potentiai, price target and associated time horizon are stated in each
report adding or reiterating an Investment List membership.

Coverage groups and views: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at
http:/fwww.gs.com/research/hedge.html. The analyst assigns one of the following coverage views which represents the analyst's investment outlook
on the coverage group relative to the group's historical fundamentals and/or valuation. Attraetive [A). The investment outlook over the following 12
months is favorable relative to the coverage group's historical fundamentals and/or valuation. Neutral {N). The investment outiook over the
following 12 months is neutrai relative to the coverage group's historical fundamentals and/or valuation. Cautieus (C). The investment outlook over
the following 12 months is unfavorable refative to the coverage group's historical fundamentals and/or valuation.

Not Rated {NR). The investment rating and target price have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in an
advisory capacity in a merger or strategic transaction involving this company and in certain other circumstances. Rating Suspended (RS}). Goldman
Sachs Research has suspended the investment rating and price target for this stock, because there is not a sufficient fundamental basis for
determining, or there are legal, regulatory or policy constraints around publishing, an investment rating or target. The previous investment rating and
price target, if any, are no longer in effect for this stock and should not be relied upon. Coverage Suspended (CS). Goldman Sachs has suspended
coverage of this company. Not Covered (NC}. Goldman Sachs does not cover this company. Not Available or Not Applicable (NA). The
informaticn is not available for display or is not applicable. Not Meaningful (NM). The information is not meaningful and is therefore excluded.

Global product; distributing entities

The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs on a global
basis. Analysts based in Goldman Sachs offices around the world produce equity research on industries and companies, and research on
macroeconomics, currencies, commodities and portfolio strategy. This research is disseminated in Australia by Goldman Sachs Australia Pty Ltd
{ABN 21 006 797 897); in Brazil by Goldman Sachs do Brasil Corretora de Titulos e Valores Maobilidrios S.A.; in Canada by Goldman, Sachs & Co.
regarding Canadian equities and by Goldman, Sachs & Co. {all other research); in Hong Kong by Goldman Sachs {Asia} L.L.C.; in India by Goldman
Sachs (India) Securities Private Ltd.; in Japan by Goldman Sachs Japan Co., Lid.; in the Republic of Korea by Goldman Sachs {Asia) L.L.C., Seoul
Branch; in New Zealand by Goldman Sachs New Zealand Limited; in Russia by 000 Goldman Sachs; in Singapore by Goldman Sachs (Singapore)
Pte. (Company Number: 198602165W); and in the United States of America by Goldman, Sachs & Co. Goldman Sachs International has approved this
research in connection with its distribution in the United Kingdom and European Union.

European Union: Goldman Sachs International, authorized and regulated by the Financial Services Authority, has approved this research in
connection with its distribution in the European Union and United Kingdom; Goldman Sachs AG and Goldman Sachs International
Zweigniederlassung Frankfurt, regulated by the Bundesanstalt fiir Finanzdienstleistungsaufsicht, may also distribute research in Germany.

General disclosures

This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we
consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. We seek to update our research as
appropriate, but various regulations may prevent us from deing so. Other than certain industry reports published on a periodic basis, the farge
majority of reparts are published at irregular intervals as appropriate in the analyst's judgment.

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have
investment banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research
Division. Goldman, Sachs 8 Co., the United States broker dealer, is a member of SIPC (hitp://www.sipc.org).
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Our salespeople, traders, and other professionais may provide oral or written market commentary or trading strategies to our clients and our
proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this research, Qur asset management area, our
proprietary trading desks and investing businesses may make investment decisions that are inconsistent with the recommendations or views
expressed in this research,

The analysts named in this report may have from time to time discussed with our clients, including Goldman Sachs salespersens and traders, oy may
discuss in this report, trading strategies that reference catalysts or events that may have a near-term impact on the market price of the equity
securities discussed in this report, which impact may be directionally counter to the analysts' published price target expectations for such stocks. Any
such trading strategies are distinct from and do not affect the analysts' fundamental equity rating for such stocks, which rating reflects a stock's
return potential relative to its coverage group as described herein.

We and our affiliates, officers, directors, and empioyees, excluding equity and credit analysts, will from fime to time have long or short positions in,
act as principal in, and buy or seli, the securities or derivatives, if any, referred to in this research.

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
ilegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if
appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them
may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur.
Fluctuations in exchange rates could have adverse effects on the vatue or price of, or income derived from, certain investments.

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors.
Investors should review current options disclosure docurments which are available from Goldman Sachs sales representatives or at
http:/fnww.theocc.com/about/publications/character-risks.jsp. Transaction costs may be significant in option strategies calling for muitiple purchase
and sales of options such as spreads. Supporting documentation wili be supplied upon request.

in producing research reporis, members of the Global Investment Research Division of Goldman Sachs Australia may attend site visits and other
meetings hosted by the issuers the subject of its research reports. In some instances the costs of such site visits or meetings may be metin partorin
whole by the issuers concerned if Goldman Sachs Australia considers it is appropriate and reasonable in the specific circumstances relating to the
site visit or meeting.

All research reports are disseminated and available to ali clients simuitaneously through electronic publication to our internal client websites, Not all
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our
research by third party aggregators. For all research available on a particular stock, please contact your sales representative or go to
http://360.gs.com.

Disclosure information is also available at hitp://mww.gs.com/fresearch/hedge.htmi or from Research Compliance, 200 West Street, New York, NY
10282.

® 2013 Goldman Sachs.

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or {ii) redistributed without the prior
written consent of The Goldman Sachs Group, Inc.
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Natural Gas Utilities
Joel K. Havard, Spencer E. Joyce

COMPANY UPDATE / TARGET CHANGE J-J-B~5l;gii?g%3‘fx,-Lbléyogg,sl;lag
ESTIMATE CHANGE jhavard@hilliaﬁg?c.om i sjoyces@hisﬁard com
Key Metrics February 7, 2013
ATO - NYSE - as of 2/6/13 s3758  Atmos Enerqy Corp.
Price Target $43.00 ATO — NYSE — Long-term Buy-2
52-Week Range $30.39 -  $37.94 Fiscal Q1’13 Results for ATO; Raising Price
Shares Outstanding {mm) 9n.2 Target by $4 to $43.
Market Cap. ($mm) $3,391.2 L
1-Mo. Average Daily Volume 476,049 Investment Highlights
Institutional Qwnership 60.4% o Atmos Energy Corp. reported fiscal Q1°13 (ending
LT Debt/Total Capital Q113 44.7% 12/31/12) adjusted EPS of $0.74 vs. $0.61 in the year
ROE Fy"2 9.4% ago period.  Adjusted EPS from continuing
Book Vaiue / Share Q113 $26.55 operations were $0.71 versus $0.55 in Q1°12.
E:\'j:nio;:\gaiue ;;z/x ¢ Consensus called for earnings of $0.77/share, which
. s is likely most-closely comparable to the adjusted
LTM EBITDA Margin 21.0% figure of $0.74/share; however, the company guided
EPS FY 9/30 (ex-mark to market adj & one-time items) toward the upper end of its fiscal ’13 EPS gUidﬁnce
Prior  Current Prior Current range of $2.40-82.50.

2012A  2013E  2013E 2014E  2014E e Gross profit (gross margin) from continuing
Q5061 - 3074 A - - operations grew 2.0% yr/yr in Q1, but the most
20 §1.28 §132 $1.35 - - material drivers in the quarter were O&M and interest
3Q $032 3015 5028 — _ expense, which declined 7.1% and 14.6%,
1Q 012 Soos  $o12 - - respectively, in the quarter on a yr/yr basis.
Year $2.31 $2.43 $2.49 -- $2.57
PIE 16.3x 15 1% _ 14 6x o Cap Ex in QI'13 grew ~23% yr/yr, with the bulk of
“Exclusive of onetime ftems upside continuing to be dedicated toward regulated

owth projects.
Revenue ($MM) & P

e W are raising our full year adjusted EPS figure

Prior Current Prior Current

2012A 2013 2013E _ 2014E_ 2014E (comparable to company guidance) by $0.06 to
1Q $1,101  $1,160 - - $2.49; our fiscal ‘13 continuing ops EPS estimate
20 $1.246 $1282 $1,267 _ rises by $0.11 to $2.40. We are inaugurating a 2014
30 $586 3581  $588 - adjusted EPS estimate of $2.57.
4Q 3508 $725 $574 - e We are maintaining our Long-term Buy rating on
Year $3438 $3757 §3.599 - $3.759 ATO but are extending our 2-year price target by $4
to $43. Our target is derived by applying a 17x
Company Description: Headgquartered in Dallas, multiple to our 2014 continuing operations EPS
Texas, Atmos is one of the largest natural gas-only estimate. We believe this is appropriate given ATO’s
distributors in the US with customers in 9 states. ATO growth strategy, the valuations of its most
has non-utility operations in 22 states. it also provides comparable peers, and a continuing low interest rate

natural gas marketing and procuvement services and
manages company owned natuval gas storage and
pipeline assels, including one of the lavgest intrastate
natural gas pipeline systems in Texas.

environment. (see additional discussion)

Note Important Disclosures on Pages 5-6
Note Analyst Certifications on Page 5

J.J.B. Hilliard, W.L. Lyons, LLC | Member NYSE, FINRA & SIPC EQUITY RESEARCH
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Atmos Energy Corp. February 7, 2013

ADPDITIONAL DISCUSSION—MULTIPLE ITEMS

Results for the quarter were technically below expectations on an EPS basis, though we believe a rate
case settlement in the Mid-Texas division that will shift margin into the summer quarters was not fully
anticipated. We commend the company for keeping expenses in check as referenced in our opening
points, and believe the positive trend can stay generally intact.

We have expanded our target P/E multiple on Atmos from 16x to 17x, which we believe is consistent
with ATO’s most closely comparable peer companies. While ATQ has typically traded below this target
(averaging ~14.0x over the last 5 years), we believe discontinued operations/divestitures have weighed on
realized valuations in recent years, as have a less than ideal footprint and a lack of efficiency,
Additionally, we view the company as worthy of a higher multiple based on its targets of 6.5-8.5%
regulated rate base growth and 6-8% EPS growth, which management reiterated on the call and we
believe are achievable.

ADDITIONAL DISCUSSION—TFINAL THOUGHTS

ATO continues to be sparsely recommended among Street analysts. We believe the stock can continue to
move higher based on fundamentals and forward prospects, but believe a potential shift in sentiment
among analysts/investors represents another potential catalyst.

CONSIDERATIONS AND RISKS

Utility operations are weather sensitive. Warmer weather can lead to lower total margin from lower
volumes of natural gas sold or transported, while extremely cold weather may lead to conservation by
customers in order to reduce consumption.

Gas utilities face competition from alternative fuels. In the industrial market, many customers have the
capability of using both natural gas as well as another source of energy. Increases in the price of natural
gas can negatively impact a competitive position by decreasing the price benefits of natural gas to the end
user. The cost of natural gas from non-domestic sources may play a greater role in establishing the market
price of natural gas in the future.

Gas utilities are subject to regulation at the federal and state levels, Regulatory commissions and policies
vary from state to state, and have a significant bearing on the profitability of gas utilities. Additionally,
we anticipate a high level of capital expenditure over the coming years; inability to access the capital
markets may negatively impact the company’s growth prospects.

Our Suitability rating is 2 on a 1-to-4 scale (1 = most conservative, 4 = most aggressive).

Additional information is available upon request.

[ 3]
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_Atmos Enervy Corp. FYE Sept
; orit{!

k. Q3 Q412 Q23E Q3BE ISR
Operating Revenues
Natural Gag Distribution, 2,783,863 2,470,664 693,292 325,051 237,979 2,145,330 917,830 352,140 314,740 1,584,710 2,393,360
Reg Transmission & Storage 203,013 219.373 56,759 67,073 65,482 247,351 60,040 67.070 65,480 192,590 253,290
NonReg 2,146,658 2,024,893 444.176 256.250 280,114 1,351,303 389,300 269,060 294,120 952,480 1,502,430
Intersegment Eliminations 472.474) (428,495) (93,054) 62,543) (75,546} (305,501) (100,000) (100,000) (100,000) (300,000) {390,000
Total Operating Revenues 4,661,060 4,286,435 | 1,101,173 585,831 508,029 3,438,483 1,267,170 588,270 574,340 2,429,780 3,759,080
Purchased Gas Cost
Natural Gas Distribution 1,785,221 1,452,721 402,207 124373 87,801 1,122,587 532340 133 810 129,040 795,190 | 1,282,619
NonReg 2,032,567 1,959.893 428.771 224,829 267.587 1,296,179 393,740 236,070 280,970 910,780 1,418.320
Intersegment Eliminations (470,864} (426.999) (92,687) (62,161) (75.165} (304,022) {99,000) (99,000) (99,000} (297,000} (389,000}
Total Purchased Gas Cast 3,346,924 2,985,615 738,291 287.041 280,223 2,114,744 827,080 270,880 311,010 1,408,970 2,311,930
Gross Profit 1,314,136 1,300,820 355,392 208,790 249,339 1,323,739 362,362 440,090 317,390 263,330 1,383,172 1,447,150
Operating Expenses
Operations & Maintenance Exp 454,621 442,965 114,644 107.295 123,624 453,613 106,527 110,020 126,960 119,820 463,330 474,910
D&A 208,539 223,832 58,366 59,819 60,783 237,525 59,579 59,830 61,090 61,050 241,550 254,960
Taxes, other than Income 187,143 177,767 42,911 46,887 36,903 181.073 41,334 56,330 63,480 36,870 198,010 206,780
Impairments - 30,270 - - 5.288 5,288 - - - - - ) -
Total Op Exp 850,303 874,834 215921 214,001 226,558 877,499 207,440 226,180 231,530 217,740 902,890 936,650
Operating Income 463,833 425,986 139,471 84,789 22,791 446,240 154,922 213,910 65,860 45,590 480,282 510,500
Miscellaneous Income (Expense) (391) 21,184 (2,016) {1,948) (11,059) (14.644) 698 - - - 700 -
Interest 154,188 150,763 35,726 34923 33,896 141,174 30,522 34,020 33,520 33,620 131,680 135,480
Pre-Tax Ineome 309,054 296,407 101,729 47918 (22.164) 290,422 125,098 179,890 32,340 11,970 349,302 375,020
Income Tax 119,203 106,819 39,345 17,774 (21.878) 98,226 47.750 62 960 12.610 5870 129,198 139,180
Net Income--Count'd Ops 189,851 189,588 62,384 30,144 (286} 192,196 77,348 116,930 19,730 6,100 220,112 235,840
Net Income--Disc Ops 15,988 18,013 6,123 988 8,253 24,521 3,117 1,500 1,500 1.500 7,617 -
Net income $205,839 $207,601 68,507 31,132 7,967 $216.717 80,465 118,430 21,230 7,600 §227,729 $235,840
Average Shares Quistanding (ED) 92,422 90,652 90,546 90,993 91,224 91,309 91,409 91,439 91,3509
Net Income per Share $226 | o - 0 8227 50.75 5034 30.09.( . .- $0.88. . - $L30 . . . $0.23 . .. 3008 . 8248 . §2.57
MTM gains (losses) (S0.0S) (SO 07) $0.14 $0.02 (30.14) ($0 85) 30.14 (80.03) {30.05} (50.04) %0.00 $6.00
One-time benefits (charges} $0.05 $0.03 $0.00 $0.00 3011 $0.11 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Adjusted BPS [Contd Ops'i © 82,03 ~$211 $0.53 $0.31 -$0.03 $2.64 50.71 . 3133 0.27 J$o11 - 8241 $2.57
Adiusted EPS < $2.26 - $2.31 $0.61 $0.32 . - $6.12 $2.31 5074 §1.33 028 50.12 |- $2.49 §2.57
Dividends per share $1.340 $1.360 50.345 $0.345 $0.345 $1.380 50.350 30.350 $0.350 $0.350 $1.400 $1.420
EPS Ex-
*Guided MTM &
EPS Ex- toward high Gain on GA
MTM end of sale
Guidance, guidance Guidance,
Rate of Change Analysis: $2.30-52.40 |range $2.40-$2.50
Gross Margin -0.4% -1.0% -2.6% 12.0% 15.7% 1.8% 2.0% 1.3% 6.2% 5.6% 4,5% 4.6%
0&M Expense -1.6% 7.3% 0.1% ~4.8% 21.6% 6.1% ~7.1% -0.6% 18.3% 31% 1.7% 5.6%
Operating income 6.3% ~8.2% -10.2% 148.8% -10.3% 4.8% 11.1% 2.7% -22.3% 100.0% 7.6% 6.3%
Adjusted EPS 45% 4.6% -24.1% 405.5% 30.4% 0.0% 20.6% 5.3% -12.4% 4.9% 8.0% 3.3%
Adjusted EPS--Cont'd Ops <0.4% 3.8% -30.2% 480.3% -231.0% -33% 23.8% 7.0% -14.6% 297.0% 18.1% 6.9%
Margin Analysis:
O&M/GM 34.6% 34.1% 32.3% 35.9% 49.6% 34.3% 29.4% 25.0% 0. 45.5% 33.5% 32.8%
Tax Rate 38.6% 36.0% 387% 37.1% 98.7% 33.8% 3R2% 35.0% 39.0% 49.0% 37.0% 37.1%
Source. Company reports and Hilliard Lyons estimates
Hilliard Lyons Equity Research 3 Natural Gas Utilities
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vt QY Qa2 Qi3 2 13E: ! A3 FYI3E
Cash $131.952 $131,419 $47,040 $27.706 364,239 $64.239 $124,601 $107,400 $112.260 $112,420 $112,420
AR 273,207 273,303 489,797 330,261 216,753 134,526 234,526 500,863 357,270 218,920 236,87¢ 236,870
Gas Stored Underground 319,038 289,760 325,669 225,112 239,329 256,415 256,415 274,126 225,530 241,720 258.980 258,980
Other CAs 150,995 316,471 360,615 275,428 291,870 272,782 272,782 265,044 289,200 306,460 286,420 286,420
Total Current Assets 875,192 1,010,953 1,261,241 893,841 775,658 827962 827,962 1,164,634 979.400 879,360 894.690 894,690
Net PP&E 4,793,075 5,147,918 | 5,246,213 5,334,012 5441886 5,475,604 5,475,604 | 5595294 5733740 5.729.100 5,865,510 5,865,510
Goodwill & Intangibles 740,148 740,207 740,196 740,185 740,174 740,847 740,847 740,836 740,840 740,840 740,840 740,840
Deferred Charges and Other 355,376 383,793 387,982 400,689 392 117 451,262 451,262 463,454 420,720 411,720 473,830 473,830
Total Assets $6,763,791 | $7,282.871 | $7.635,632  §7.368,727 §7,349,835 §7495,675 | $7.495,675 ) $7.964.218 $7,874.700 §7,761,020 §7974870] 87,974.870 | $8.514.260
Short-term Debt 126,100 206,396 389,985 173,996 213,491 570,929 570,929 830,891 230,890 155,890 305,890 305,850 355,890
AP 266,208 291,205 432,332 309,864 178,198 215,229 215,229 367,312 316,060 179,980 217,380 217,380 217,380
Other CLs 413,640 367,563 357,353 374,123 468,409 489,663 489,665 446,717 392,830 491,830 514,150 514,150 539,860
Total Current Liabilities 1,166,079 867,598 1,179,801 1,108,114 1,110,229 1,275,954 1,275,954 1,645,051 939,911 827,831 1,537,420 1,537,420 1,113,130
LTD 1,809,551 2,206,117 | 2.206,193 1,956,213 1,556,285 1.956.305 1,956,305 1,956,376 2,456,400 2,456,450 1,956,630 1,956,630 2,656,500
Deferred Income Tax 829,128 960,093 981,559 1,062,488 1,085,654 1.015.083 1,015,083 1,066,273 1,127,970 1,128,970 1,129,970 1,129,970 1,255,640
Reg Cost of Removal Obligation 350,521 428,947 437,660 414001 381,797 381,164 381,164 381,160 381,160 381,160 381,160 381.160 381,160
Deferred Credits and Other 430,164 564,695 562,657 467,199 460,941 507,926 507,926 491,353 496,270 501,230 526,290 526,290 569,350
Shareholders' Equity 32,178,348 | $2,255421 | 2267762  $2,360,712  $2.354.525 $2336243 | §$2,359,243 | $2,424.005  $2,472,989 52,465,379  $2,443,400 | $2.443.400 | $2,535,480
Total Liab & SE $6,763,791 | $7,282,871 | $7,635.632  $7.368,727 $7.349835 $7,495675 | $7495,675| 57964218 $7.874,700 $7,761,020 $7.974.870  $7.974,870 | $8,514,260

s

Buntmaty Cash Flow (130'5). kR ; ( : Qa2 Y2 ‘ o)l QLI3E FYI3E EY

Net Income 207,601 68,507 109,111 31,132 7,967 216,717 0465 118,430 21.230 227,730 235,840

D&A 233,383 60,811 61,924 61,459 62,383 246,577 60,628 61.550 63.640 249,410 265,870

Impairments - 36,270 - - - 5288 5,288 - - - - - -

Deferred Income Tax 196,731 117,353 40,042 62,010 18,661 (16,354) 104,319 45,951 61,701 1,000 1,000 109,650 125,660

Cash Provided {Used) by Wrk Cap 55,211 (51,260) (171,857 115417 63,783 30,356 37,699 (195,240) 63,105 80,000 5,000 (42,840) -
Operating C.F. 674,914 537,347 (2.497) 348,462 175,035 89,600 610,600 (8,896) 309,786 165,870 77,190 543,950 627,370

Cap ex (542,636) (622,96%) (154,394) (156,729) (186,251} (235,484) (732,858) (1%0,027) (200,000} (200,000) (200,000) (790,030) (800,000)

(Acquisitions) [ Divestitures - - - - - 128,223 128,223 - - 141,000 - 141,000 -

Dividends (124,287) (124,011) (31,517) (31,390) 31431y (31,438) (125,796) (31,992} (31,990) (32,010) {32,030y (128,020} (130,120)
Free C.F, 7,991 (209,629 (188,408) 160,343 (42,647) (49,119) (119,831) (230915 77,796 74,860 (154,840% (233,100} (302,750)

Net Proceeds (Repayment) ST Debt 54,268 83,306 173,905 (222,850) 42,257 360,829 354,141 256,933 (600,000) (75,000) 150,000 (268,070) 50,000

LT Debt Proceeds - 394,466 - - - - - - 500,000 - - 500,000 700,000

{Repayment) of LT debt (131) (360,131) (2.303) (66) “ (254,665) (257,034 - - - - - (500,000)

Issued Stock 8,766 7,796 76 88 87 1355 1,606 {13) - - - (10) -

Repurchased Stock & Eq Awards (101,641) (5,299) (15,655) (389) (1.710) - (17,754) {3,124y - - - (3,120) -
Net C.F. (20,585) (25,543) (56,032) 4,829 65,242 (11,503) 25,881 (17,204) 4,860 160 13,700 (32,750)

Selected Financial Statisticd

Book value

Tangible book value

Price/book o

LTD / Tolal Capital - =

Total Net Debt/ Total Capital” " 49.8%] . ol B : R " 53.6%

ROE (DuPont--ROAXFL) 9.5% 9.4% 3.0% 4.7% 1.3% 0.3% 9.5%
Financial Leverage 3.0x 3.2x 3.3x 3.2x 3.1x 3.1x 33x

ROA 3.1% 3.0% 0.9% 1.5% 0.4% 0.1% 2.9%

Source: Company reports and Hilliard Lyons Estimates
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Analyst Certification

I, Joel K. Havard, hereby certify that the views expressed in this research report accurately
reflect my personal views about the subject company(ies) and its (their) securities. I also certify
that T have not been, am not, and will not be receiving direct or indirect compensation in
exchange for expressing the specific recommendation(s}) in this report.

1, Spencer E. Joyce, hereby certify that the views expressed in this research report accurately
reflect my personal views about the subject company(ies) and its (their) securities. I also certify
that 1 have not been, am not, and will not be receiving direct or indirect compensation in
exchange for expressing the specific recommendation(s) in this report.

Important Disclosures

Hilliard Lyons’ analysts receive bonus compensation based on Hilliard Lyons’ profitability.
They do not receive direct payments from investment banking activity.

Suitability Ratings

1 - A large cap, core holding with a solid history

2 - A historically secure company which could be cyclical, has a shorter history than a "1" or is
subject to event driven setbacks

3 - An above average risk/reward ratio could be due to small size, lack of product diversity,
sporadic earnings or high leverage

4 - Speculative, due to small size, inconsistent profitability, erratic revenues, volatility, low
trading volume or a narrow customer or product base

Investment Ratings

Buy - We believe the stock has significant total return potential in the coming 12 months.
Long-term Buy - We believe the stock is an above average holding in its sector, and expect
solid returns to be realized over a longer time frame than our Buy rated issues.

Neutral - We believe the stock is an average holding in its sector, is currently fully valued, and
may be used as a source of funds if better opportunities arise.

Underperform - We belicve the stock is vulnerable to a price setback in the next 12 months.
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Hilliard Lyons
Recommended Issues

Investment Banking
Provided in Past 12 Mo.

# of % of
Rating Stocks Covered Stocks Covered Banking No Banking
Buy 57 42% 12% 88%
Hold/Neutral 73 54% 11% 89%
Sell 4 3% 0% 100%
Restricted 2 1% 100% 0%
As of 6 February 2013

Other Disclosures

Opinions expressed are subject to change without notice and do not take into account the particular
investment objectives, financial situation or needs of individual investors. Employees of J.J.B. Hilliard,
W.L. Lyons, LLC or its affiliates may, at times, release written or oral commentary, technical analysis or
trading strategies that differ from the opinions expressed here,

JJ.B. Hilliard, W.L. Lyons, LLC is a multi-disciplined financial services {irm that regularly seeks
investment banking assignments and compensation from issuers for services including, but not limited to,
acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as
placement agent in private transactions.

The information herein has been obtained from sources we believe to be reliable but is not guaranteed and
does not purport to be a complete statement of all material facters, This is for informational purposes and
is not a solicitation of orders to purchase or sell securities, Reproduction is forbidden unless authorized.
All rights reserved.
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Natural Gas Utilities
Spencer E. Joyce

COMPANY UPDATE / TARGET CHANGE 1.J.B. Hilliard, W.L. Lyons, LLC
502.588.8402 // sjoyce@hilliard.com
ESTIMATE CHANGE August 7,2013
Key Metrics Atmos Energy Corp.
ATO - NYSE - as of 8/6/13 $44.10 ATO — NYSE — Long-term Buy~2
Price Target 531.00 Strong Fiscal Q3’13 Resulis for ATO; Raising Price
52-Week Range $32.94 - $45.55
- Target by $4 to $51.
Shares Outstanding (mm) 90.5
Market Cap. ($1um) $3,993.2 Investment Highlights
;;x;ti‘;‘zai;zzzgamm 392’12;7/0 s Atmos reported fiscal Q3’13 {April-June) - adjusted
- . - EPS of $0.42 vs. $0.32 in the year- ago period. Our
LT Debt/Total Capital Q313 48.8% estimate called for $0.36, while consensus was for
ROE R 5.9% $0.37. Not included in adj EPS, ATO logged a
g ‘?Ok/\/};‘h’i/\f}?re @13 $2i"’20 ~$0.06/sh after-tax gain on the sale of its GA assets.
1ce [¢]s) aime OX
Dividend Yield 329, e (Gross profit (gross margin} from cont’d ops grew
LTM EBITDA Margin 20.8% 8.0% vyr/yr, which was ahead of our 6.2% cstimate.
Much of the upside was driven by a rate re-design in
EPS TY 9/30 (ex-mark to market adj & onc-time items) TX that wc1ghed on 1H'13 gross margm

012 ::}r;;;: Cz':;e;t 212;1]:;«: ?:}rl':;t * O&M expense rose 14.3%, which was more than
Q 0.1 = o A expected; however, d}’u./ers of incentive compensation
20 108 ~ 52 A - and_ .accele{ated activity are generally neutral to
30 0.3 — 042 A ~ - pos@ve drivers, in our View. Interest expense
0 012 S0 3013 — — declined 6.2% on a yr/yr basis.

Year  $2.31 $2.52  §2.55 $2.63 $2.79 ¢ Reflecting the upside to Q3 and minimal cxpense

P/E 19.1x 17.3x - 15.8x adjustments to our 4, we are raising our '13

*Exclusive of one-time items adjusted EPS figure by $0.03 to $2.55; management

Firm Gross Profit (SMM) reiterated previously-issued guidance in the range of
Prior  Current Prior Current $2.45-$2.55.

20124 2013E_ 2013E 20145 2014E o  Our 2014 adjusted EPS estimate rises by $0.16 to
1Q $355 - §362 A - $2.79 on strengthened conviction toward robust
2Q $426 - 5433 A - growth and execution in the out-year. We expect
3Q $393 - $316 A - regulated growth and recovery to drive most growth.
5Q $249 —~ $277 - o .
T - 5135 - 51507 ¢  We are maintaining our Long-term Buy rating but are

raising our 2-year price by $4 to $51, which we
continue to derive by applying an 18x multiple to our

Company Description:  Headgquartered in Dallas, 2014 continuing operations EPS estimate.

Texas, Atmos is one of the largest natural gas-only

distributors in the US with customers in 9 states. ATO s We believe our target methodology is appropriate
has non-utility operations in 22 states. It also provides given ATO’s regulated-growth focus, transparent
natural gas marketing and procurement services and earnings growth prospects, and comparable company
manages company owned natural gas storage and multiples.

pipeline assets, including one of the largest intrastate
natural gas pipeline systems in Texas.

Note Important Disclosures on Pages 5-6
Note Analyst Certification on Page 5

JJB. Hilliard, W.L. Lyons, LLE | Member NYSE, FINRA & SIPC EQUITY ResearcH
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ADDITIONAL DISCUSSION—MULTIPLE ITEMS

Reversing a trend from Q1 and Q2, ATO’s fiscal Q3 came in solidly above expectations on an EPS basis.
A rate redesign that shifted margin out of the winter quarters (fiscal 1H) and into the summer (fiscal 2H})
fueled a bit of outsized growth on a yr/yr basis, though we calculate declining interest and miscellancous
expenses aided the quarter as well. Atmos is one of the larger distribution companies in the US with what
we view as onc of the more complicated cost and debt structures; with these points in mind and as we
head into the first few quarters with acquisition/divesture activity fully behind us, we expect the re-
focused company to continue fo demonstrate operational improvement.

Atmos closed on the sale of its Georgia distribution assets early in Q3 (April). The company logged a
~$0.06/share gain on the sale in fiscal Q3, which was excluded from the adjusted EPS calculation and is
not included in company guidance. Proceeds of ~$153MM had positive balance sheet and cash flow
impacts on the quarter, in our view, and we note that ATO ended the quarter with net debt under 50% of
total capital for the first time since Q2°12.

ADDITIONAL DISCUSSION—FINAL THOUGHTS

Atmos has had an impressive move both YTD and since management unveiled its re-focused vision early
last year; however, as opposed to exiting positions, we encourage investors to remain buyers of ATO
shares. We contimue to believe the broader analyst and investor community has not yet fully recognized
the semi-turnaround story at ATO, and we expect multiple expansion to continue given our above-
consensus operational outlook and sentiment that we expect to migrate toward the bullish side from a
current state of puzzling apathy.

CONSIDERATIONS AND RISKS

Utility operations are weather sensitive. Warmer weather can lead to lower total margin from Jower
volumes of natural gas sold or transported, while extremely cold weather may lead to conservation by
customers in order to reduce consumption.

Gas utilities face competition from alternative fuels. In the industrial market, many customers have the
capability of using both natural gas as well as another source of energy. Increases in the price of natural
gas can negatively impact a competitive position by decreasing the price benefits of natural gas to the end
user. The cost of natural gas from non-domestic sources may play a greater role in establishing the market
price of natural gas in the future.

Gas utilities are subject to regulation at the federal and state levels. Regulatory commissions and policies
vary from state to state, and have a significant bearing on the profitability of gas utilities. Additionally,
we anticipate a high level of capital expenditure over the coming years; inability to access the capital
markets may negatively impact the company’s growth prospects.

Our Suitability rating is 2 on a 1-to-4 scale (1 = most conservative, 4 = most aggressive),

Additional information is available upon request.

[o]
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Operating Revenues
Natural Gas Distribution 2,783,863 2,470,664 676,113 871,067 2,145,330 666,787 905,176 1,571,960 -
Reg Transmission & Storage 203,013 219,373 56,759 58,037 247,351 60,681 61,848 122,530 -
NonReg 2,146,658 2,024,893 444176 370,763 1,351,303 399,894 428,948 289,240 1,118,080 1,464,330
Intersegment Eliminations (472,474) {428,493) (93.054) (74,358} (305,501} (93.207) {86.976) (180,180) 0
Total Operating Revenues 4,661,060 4,286,435 1,083,994 1,225,509 3,438,483 1,034,153 1,308,996 289,240 2,632,390 1,464,830
Purchased Gas Cost
Natural Gas Distribution 1,785,221 1,452,721 392,518 498,739 1,122,587 387,156 558,170 945,330 -
NonReg 2,032,567 1,959,893 428,771 374,992 1,296,179 377,435 404,641 282,300 1,064,380 1,367,360
Intersegment Eliminations (470,864) (426,999} (92.687) (74,009) (304,022} {92.758) (86,566} (179,360) -
Total Purchased Gas Cost 3,346,924 2,985,615 728,602 799,722 2,114,744 671,793 876,245 282,300 1,830,350 1,367,360
Gross Profit 1,314,136 1,300,820 355,392 425,787 293,171 249,389 1,323,739 362,362 432,751 316,497 276,970 1,388,580 1,500,603
Operating Expenses
Operations & Maintenance Exp 454,621 442,965 114,644 109,300 106,045 123,624 453,613 106,527 111,086 121,258 133,020 471,896 494,500
D&A 208,539 223,832 58,366 59,420 58,956 60,783 237,325 59,579 57,180 58,129 58,830 233,776 248,350
Taxes, other than Income 187,143 177.767 42,911 54,635 46,624 36,903 181,073 41,334 54,307 50,714 38,780 185,140 216,430
Impairments - 30,270 - - - 5,288 5,288 - - - - - -
Total Op Bxp 850,303 §74,834 215,921 223,355 211,625 226,598 877,499 207.440 222,573 230,101 230,680 890,800 959,280
Operating Income 463,833 428,986 139.471 202,432 81,546 22,791 446,249 154,922 210,178 86,396 46,290 497,780 541,323
Miscellaneous Income (Expense) (591) 21,184 (2,016) 506 (2,075) (11,059) (14,644) 698 1,712 {467) - 1,940 -
Interest 154,188 150,763 35.726 36,643 34,909 33,896 141,174 30,522 33331 32741 32,840 129,430 132,360
Pre-Tax Income 309,054 296,407 101,729 166,295 44,562 (22,164) 290,422 125,098 178,559 53,188 13,450 376,290 408,963
Income Tax 118,203 106,319 39,345 64211 16,548 (21.878) 98,226 47,750 66219 19,714 6,590 140,270 153,110
Net Income~-Cont'd Ops 189,851 189,588 62,384 102,084 28,014 (286) 192,196 77,348 112,340 33,474 6,860 230,020 255,853
Net Income--Disc Ops 15,988 18,013 6.123 7,027 3,118 8,253 24,521 3,117 4,085 5204 - 12,496 -
Net income $205,839 §207,601 68,507 109,111 31,132 7,967 $216,717 80,465 116,425 38,768 6,860 $242,516 $255.853
Averape Shares Outstanding {(FD 92,422 90,652 90,322 90,893 91,224 91,172 91,305 91,492 91,550 91,600
Net Income per Share AR 3220 |0 S2.27 © 81.20 $0.34. ¢ $0.09. 782.37 §0.88 $1.27 . .. 8042 $0.07 £2.65 . 82.7%
MTM pains (losses) (50.05) (80.07) (50.07) $0.02 ($0.14) ($0.05) $0.14 $0.02 (50,06} (80.06) $0.04 $0.00
One-time benefits {charges) 30.05 50.03 $0.00 $0.00 80.11 30,11 $0.00 $0.00 30.06 $0.00 $0.06 $0.00
Adjusted EPS [Cont'd Ops] §2.03 §2.11 $1.20 . 30,29 $0.03F - 82,04 50.71 $121 003043 - - $013] ¢ . $2.48 C &9
Adjusted EPS $2.20 $2.31 3128 $0.32 -~ 8012} - 8231 $0.74 = - $L25 - %042 0,13 8255 - 82,79
Dividends per share $1.340 51,360 50.345 30345 $0.345 $1.380 $0.350 $0.350 $0.350 30.350 $1.400 $1.440
EPS Ex-
*raised *Disc Ops on MTM & gain
guidance by the Qtr is on GA sale
$0.05 on gain on GA guidance:
Rate of Change Analysis: each end sale {4/1) $2.45-82.55
Gross Margin -0.4% «1.0% -2.6% -6.1% 9.9% 15.7% L8% 2.0% 1.6% 8.0% 11.1% 4.9% 8.1%
Q&M Expense -6.4% -2.6% 0.1% -4.3% -5.9% 21.6% 24% -7.1% 1.6% 14.3% 7.6% 4.0% 4.8%
Operating income 6.3% -8.2% -10.2% -4.2% 139.3% -10.3% 4.8% 11.1% 3.8% 5.9% 103.1% 11.5% 8.7%
Adjusted EPS 4.5% 4.6% -24.1% -5.5% 405.5% 30.4% 0.1% 20.6% -1.8% 31.5% 15.0% 10.5% 9.3%
Adjusted EPS--Cont'd Ops -0.4% 3.8% -30.2% -8.6% 436.6% -231.0% -3.2% 28.8% 0.5% 47.9% 402 156 21.3% 12.7%
Margin Analysis:
O&M/GM 34.6% 34.1% 32.3% 257% 36.2% 49,6% 34.3% 29.4% 25.7% 38.3% 48.0% 34.0% 33.0%
Tax Rate 38.6% 36.0% 38.7% 38.6% 37.1% 98.7% 33.8% 38.2% 37.1% 37.1% 49.0% 37.9% 37.4%

Source: Company reports and Hilliard Lyons estimates
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Atmos Energy Co

1p. FYE Sept
Bals eet

Sheet ('000;

Cash
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$64,230
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4013

14K

$131,952 $131,419 $85,160 $47,040 327,706 $64.239 3124,601 $65.547 $33,020 §33,020 §12,800

AR 273,207 273,303 489,797 350,261 216,753 234,526 234,526 500,863 485,601 243910 243,910 253,670
Gas Stored Underground 315,038 289,760 325,669 221,112 239,329 256,415 256,415 274,126 197,336 209,101 258,980 258,980 258,980
Other CAs 150,995 316471 360,615 275,428 291,870 272,782 272,782 265,044 253,916 50,936 286,420 286,420 300,740
Total Current Asssts 875,192 1,010,953 1,261,241 893,841 775,658 827,962 827,962 1,164,634 1,002,420 682,253 822,330 822,330 826,190
Net PPEE 4,793,075 5,147,918 | 5,246213 5,334,012 5,441,886 5,475,604 5,475,604 | 5,595,294 5,710,273 5,841,215 5,979,890 5,979,890 6,521,190
Goodwill & Intangibles 740,148 740,207 740,194 740,185 740,174 740,847 740,847 740,836 740,825 740,814 740,810 740,810 740,810
Deferred Charges and Other 355,376 383,793 387.982 400,689 392,117 451,262 451,262 463,454 500,212 538,516 473,330 473,830 497,520
Total Assets $6,763,791 | $7,282,871 | $7,635.632  $7,368,727 $7,349,835 $7,495,675 | $7,495,675 | $7,964,218 §7,953,730 $7,802,798 $8,016,360 | $8,016,860 38,585,710
Short-term Debt 126,100 206,396 389,985 173,996 213,491 570,928 570,929 830,891 232,998 141,998 292,000 292,000 342,000
AP 266,208 291,205 432,332 309,864 178,198 215,225 215,229 367,312 316,411 229,876 217,380 217,380 217,380
Other CLs 413,640 367,563 357,353 374,123 468,409 489,665 489,665 446,717 377,357 348,706 514,150 514,150 539,860
Total Cwrrent Liabilities 1,166,079 867,598 1,179,801 1,108,114 1,110,229 1,275,954 1,275,954 1,645,051 926,766 720,580 1,523,530 1,523,530 1,099,240
LTD 1,809,551 2,206,117 | 2,206,193 1,956,213 1,956,289 1,956,305 1,956,305 1,956,376 2455514 2,455,593 1,956,500 1,956,500 2,656,500
Deferred Income Tax 829,128 960,093 981,539 1,062,488 1,085,654 1,015,083 1,015,083 1,066,273 1,168,140 1,197,274 1,198,270 1,198,270 1,323,940
Reg Cost of Removal Obligation 350,521 428,947 437,660 414,001 381,797 381,164 381,164 371,608 366,854 366,850 366,850 366,850 366,850
Deferred Credits and Other 430,164 564,695 562,657 467,199 460,941 507,926 507,926 500,905 492 986 481,057 505,110 505,110 546,430
Shareholders' Equity $2,178,348 | $2,255,421 | 2267762  $2360,712 $2354 025 $23509243 | §2,350,243 | $2.424 005  $2.543 470 32581444 $2466,600 | $2.466,600 82,592,750
Total Liab & SE $6,763,791 | $7,281,871 | $7,635632 §7368727 §73498335 3§7495675 1 87,495,675 | §7.964.218 $7933730 37802798 $8,016,860 | S$8,016,860 $8,585,710

¥
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Y!12

14

205,839 207.601 68,507 109,131 31,132 216,717 80,465 T 16,428 38,768 6,860 242,520 255,850
D&A 217,133 233,383 60,811 61,924 61,459 62,383 246,577 60,628 58,245 38,310 61,330 238,510 258,700
Impairments - 30,270 - - - 5,288 5,288 - - - - - -
Deferred Income Tax 196,731 117,353 40,042 62,010 18,661 (16,394) 104,319 45,951 60,940 23,474 1.000 131,370 125,670
Cash Provided (Used) by Wik Cap (10,395) (157,374) {165,630 223,582 61,469 42,516 161,937 (167,175 (17,100 171413 13,912 1,050 1,630.00
Operating C.F. 609,308 431,233 3,730 456,627 172,721 101,760 734,838 19,869 218,509 291,965 83,102 613,450 641,850
Cap Ex (542,636) (622.965) (154,394) (156,729 (186,251 (235,484) (732,858) (190,027 (199,090) (193,356} (200,000} (782,478) (800,000)
(Acquisitions) / Divestitures - - B - - 128,223 128,223 B - 153,023 - 153,020 -
Dividends (124,287) (124,011) (31517 (31,390} {31,431} (31,458) {125,796) (31,992) (32.016) (32.052} (32.060) (128,120) (132.080)
Free CF. (57,615 (315,743) {182,181) 268,508 {44,961) (36,959 4,407 (202,150) (12,597) 219,580 (148,958) (144,120) (290,230)
Net Proceeds {Repayment) ST Debt 54,268 83,306 173,905 {222,850} 42,257 360,829 354,141 256,933 {599,074) (52,943 150,000 {285,080) 50,000
LT Debt Proceeds - 394,466 - - - - - - 493,793 - - 493,790 700,600
(Repayment) of LT debt 3y 360131 (2,303) (66} - (254,665} (257,034) - (130 - - (130.00) (500,000)
Treasury Unlock - 47,882 - - - - - - {66,026) - - (66,630) -
Issued Stock 8,766 7,796 76 28 87 1,355 1,606 (13 34 (13} - 10 -
Repurchased Stock & Eq Awards (101,641} (5,299) {15,655) (389 (1,710) - (17,754) (3,124) - (2,022 - {5,150) -
Net C.F. {71,790} (126,699) {19.316) 52,133 2,515 77,402 112,735 51,646 (184.601) 124,602 1,042 (7,310) (20,230)
TSelectad Finntial Statst AL
Book value §24.90 .
Tangible book value §16.73 $16.87 $20.19
Price/book 13x 13 12x L6x
LTD / Total Capitai T 49.5%) .  49.3% : 50.6%
Total Net Debt/ Total Capital S 50.3% 52.5% 53.5%
ROE (TTM) 9.1% 3.8% 9.9%

Source: Company reports and Hilliard Lyons Estimates
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Analyst Certification

1, Spencer E. Joyce, hereby certify that the views expressed in this research report accurately
reflect my personal views about the subject company(ies) and its (their) securities. 1 also certify
that 1 have not been, am not, and will not be receiving direct or indirect compensation in
exchange for expressing the specific recommendation(s) in this report.

Important Disclosures

Hilliard Lyons’ analysts receive bonus compensation based on Hilliard Lyons’ profitability.
They do not receive direct payments from investment banking activity.

Suitability Ratings

1 - A large cap, core holding with a solid history

2 - A historically secure company which could be cyclical, has a shorter history than a "1" or is
subject to event driven setbacks

3 - An above average risk/reward ratio could be due to small size, lack of product diversity,
sporadic earnings or high leverage

4 - Speculative, due to small size, inconsistent profitability, erratic revenues, volatility, low
trading volume or a narrow customer or product base

Investment Ratings

Buy - We believe the stock has significant total return potential in the coming 12 months.
Long-term Buy - We believe the stock is an above average holding in its sector, and expect
solid returns to be realized over a longer time frame than our Buy rated issues.

Neutral - We believe the stock is an average holding in ifs sector, is currently fully valued, and
may be used as a source of funds if better opportunities arise.

Underperform - We believe the stock is vulnerable to a price setback in the next 12 months.
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Recommended Issues

Investment Banking

Provided in Past 12 Mo.
# of % of

Rating Stocks Covered Stocks Covered Banking No Banking
Buy 48 35% 17% 83%
Hold/Neutral 82 59% 13% 87%
Sell 8 6% 0% 100%
Restricted 1 1% 100% 0%
As of 5 August 2013

Other Disclosures

Opinions expressed are subject to change without notice and do not take into account the particular
investment objectives, financial situation or needs of individual investors. Employees of 1.1.B. Hilliard,

W.L. Lyons, LLC or its affiliates may, at times, release written or oral commentary, technical analysis or
trading strategies that differ from the opinions expressed here.

I1.IB. Hilliard, W.L. Lyons, LLC is a multi-disciplined financial services firm that regularly seeks
investment banking assignments and compensation from issuers for services including, but not limited to,
acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as

placement agent in private transactions.

The information herein has been obtained from sources we believe te be reliable but is not guaranteed and
does not purport to be a complete statement of all material factors. This is for informational purposes and
is not a solicitation of orders to purchase or sell securitics. Reproduction is forbidden unless authorized.

All rights reserved.
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2013 AGA FINANCIAL FORUM COMMENTARY AND RECAP

Over the course of three days earlier this month, we networked and conversed with members of the
natural gas industry and financial community, Additionally, we met with management from each
company within our gas utility coverage group.

Our macro takeaways from the conference were largely positive, though little has changed over the past
~1 year in regard to industry operating dynamics. The low-gas-cost tailwind to utility segments and the
CNG as a transportation fuel ideas continue to be germane, but most of the buzz surrounding each has
largely subsided, in our estimation. The growth strategy for utility scgments is quite similar across the
industry, with cost-based service expansions and conversions (residential, industrial and/or power gen)
and safety-related infrastructure spending providing the bulk of growth.

Forecasting potential conversation topics over the coming year, we believe organic customer growth
driven by housing and/or general economic conditions could move from the periphery and into the
spotlight.

On the negative side of the equation, an eventual rise in interest rates was cited as a common risk factor in
several meetings, while there was comparatively less concern with rising natural gas prices hampering the
cost competitiveness of the fuel. Additionally, the general outlook for gas marketing segments and
traditional optimization activitics continues to be difficult.

A few comments from cach of our official meetings are included below.
Atmos Energy—ATO—Long-term Buy, $47 TP

Heading into the AGA Forum, ATO had been our best performing covered name YTD, and emerging
from the event, we believe it could finish the year in the same position. We believe the broader
investment community (especially scll-side) has been slow to give Atmos credit for its renewed focus on
regulated Cap Ex, and we think the current strategy could garner the stock additional multiple expansion
as we move through 2013,

Not much new surfaced during our conversation with Atmos management on a qualitative basis, but we
were impressed by the company’s conviction toward EPS growth during fiscal *14, despite losing positive
impact (we estimate $0.07-$0.10/share) from discontinued operations. We made upward revisions to our
forward estimates and price target for ATO prior to the forum and have not made revisions post-
conference; however, our bullish conviction in regard to Atmos has strengthened.

Worth noting and in our opinion, ATO continues to be one of the more attractively valued stocks under
our industry coverage, despite a ~27% rise YTD. A resilient growth outlook, an attractive relative
valuation, and a continued reluctance by the financial community to embrace ATO shares, combine to
make Atmos our top pick at current prices for accounts looking to build new core positions in the space.

Chesapeake Utilities Corp—CPK-—Buy, $57 TP

We entered our meeting with CPK fresh off strong Q1 earnings, and started our conversation with the
drivers of the strong quarter. Unregulated operations (mostly propane distribution) drove much of the
upside, and our sense is that several positive factors converged in the first quarter to contribute to strong
results. We believe the current run-rate for margin/earnings at the unregulated segment may be a bit
lower than what we saw in the prior period, but above the depressed level we saw in Q1°12.
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We also spent some time discussing Bravepoint and the company’s ‘Other’ scgment, which is largely
involved in consulting activities and software development. A remnant from acquisition in the 1980,
this area of the company falls outside of the utility’s core business and is of low importance to our growth
thesis. Qur questions largely centered on the potential risk to the consolidated company should operations
turn decidedly negative at this small segment; however, we were happy to learn that just a few million
dollars of balance sheet assets are attributable to Bravepoint, and that operations could be scaled back
relatively quickly, thus limiting potential operating losses.

On a final note, we discussed the pipeline of regulated growth projects that have been the core of our
bullish thesis for CPK. The in-progress projects appear to be largely on-time/on-budget, while we were
happy to hear that the macro environment remains intact such that additional projects could be likely.

Laclede Group—LG-—Ncutral

Our meeting with management from The Laclede Group occurred just a few months following our on-site
visit prior to launching coverage. As such, we felt relatively comfortable with our big picture outlook,
and spent nmch of our time drilling into the minutia of several items.

Top on this list, was a discussion of utility gross margin; more specifically, how to calculate and project
the utility margin from the company’s publicly disclosed financials. We learned during our meeting that
our calculation/estimation of utility margin from the income statement will usually be slightly off due to
undisclosed segment eliminations. This essentially means gross margin for Laclede Gas (the utility
subsidiary) is not knowable, which makes forecasting quite difficult. On a positive note however, we
believe the company is evaluating options for altering disclosures to iren out the L.G-specific anomaly,
which could make our modeling process more exacting.

We also spent some time discussing the Spire initiative and the Laclede Energy Resources (LER) gas
marketing segment. On both of these items, we remain cautiously optimistic. We believe the operating
environment will remain difficult for LER, but also believe carnings in *13 will be close to a sustainably-
low base. We are not modeling material impact from Spire, the company’s unregulated foray into CNG
filling stations, but we believe Spire represents some upside optionality for LG.

New Jersey Resources—NJR—Neutral

We have held a cautious stance on the business mix and growth prospects of New Jersey Resources for
some time now, and our meeting with NJR management did little to change our outlook, either positively
or negatively. We continue to hold a more bearish outlook for solar activities than the company;
management expects fixed cost leverage and firming SREC prices to bolster cash flow (EBITDA) on a
go-forward basis, but we still believe the overhang of ITCs will weigh on consolidated earnings growth
{and valuation multiples/the stock price) over the next several years. Furthermore, we have been hearing
about “firming SREC prices’ for well over a year now, and while some recovery from all-time lows has
ocecurred, we do not view the projection of an SREC price rebound as an investable theme.

On a more positive note, the company continues to expect no lasting impact from Superstorm Sandy.
Elevated Cap Ex is likely to be recovered via a future rate case filing, and management is still comfortable
that deferred operations and maintenance expense related to the storm will be recovered in much the same
fashion. Our overall view of the utility segment is positive and largely in agreement with management’s
outlook. Relative to our prior opinion, we were slightly disappointed to hear that the company ¢xpects the
segment to grow at just 2-3% over the next several years; however, we do view this growth as fairly
resilient.
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Northwest Natural Gas—NWN—Neutral

Onc of our more productive meetings of the forum was our sit down with the management from
Northwest Natural. It has been a difficult few quarters and past couple of years for the firm, largely
stemming from legislative/regulatory action; with numerous moving parts, we believe our meeting was
valuable from the standpoint of helping us determine the trajectory for NWN on a go-forward basis.

We gained a substantial element of clarity on the four outstanding items from the Oregon rate case settled
in Q4 of 2012. Over the course of 2013, we see a slight element of negative headline risk, but believe
‘worst case’ outcomes are likely reflected in the low-end of guidance. Moving out to 2014, we believe
the company could see some additional margin allowance from its request to recover pre-paid pension
expense; however, in total we see lesser potential upside from the outstanding items than we had hoped.

Aside from the extra rate case items, we continue to believe the company’s storage assets hold significant
upside optionality. We believe in-place capacity will eventually contribute to growth, though we believe
the timeframe remains uncertain; a planned expansion however, could begin contributing AFUDC
(allowance for funds used during construction, an offset to interest expense) in 2014, with additional
margin impact in 2016. Also in 2016, we note that the company’s 5-year $250MM investment program
into producing gas wells (recoverable in rate base} will have expired, and the potential for an
upsized/downsized second program presents both upside and downside risk, in our view.

Emerging from our meeting, we were somewhat disappointed that we did not uncover any immediate
potential catalysts for both the company and the stock, but we were happy with the long-term story.
Should NWN shares continue to underperform, we believe investors may ultimately receive a good entry
point as we move closer to potential drivers in 2014 and beyond.

Piedmont Natural Gas—PNY—Long-term Buy, $36 TP

Perhaps the least eventful of our eight meetings was our sit-down with the team from PNY; however, this
is somewhat the essence of our bullish outlook for the company. Piedmont continues to pursue and
execute a strategy focused on regulated growth projects, and management reiterated their commitment to
staying close to their core competency. We believe this stable strategy has been the driver of, and will
continue to be the justification for, PN'Y’s premium valuation relative to the peer group.

On a more granular basis, we discussed several pieces of legislation in TN and NC that could help ease
regulatory lag in the future. A recently-passed bill in Tennessee paves the way for gas utilities to file for
tracker mechanisms (surcharges) for a variety of programs, while a pending biil in North Carolina would
allow gas utilities to request a surcharge program for federally mandated safety improvements.
Additionally, we discussed the upcoming rate case in NC, which should be filed by 5/30/13, and the
Constitution Pipeline project, which should be operational during 2015. Each of these items was not
necessarily new to our outlook; however, in combination, we believe they provide some upside
optionality to the Piedmont story and will likely keep conversations positive over the balance of 2013.

South Jersey Industries—SJI—Underperform

Most of our discussion with South Jersey pertained to clean energy investments. Foremost of our
concerns was the declining operating income of the On-Site Energy Production reperting segment, despite
a growing asset base and an increasing level of property additions (Cap Ex). As impact from upfront tax
credits wanes, we believe SJI will ultimately be valued on the basis of what benefit it can generate on an
on-going basis, hence our high level of skepticism driven by weak operating income.
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With respect to this specific granular question of operating income, management seemed to attribute the
declines and the overall weak cash generation profile of the reportable segment to several one-time itermns
such as development costs and declining SREC prices. We concede a few start up costs likely weighed on
results the past few years; however, we fail to see a path where the non-utility projects reach the on-going
profitability levels of the utility segment. With this in mind, we believe SJI is likely to suffer ROA/ROE
pressure as [TCs decline, which we believe should drive overall multiple compression, Furthermore, as
referenced in the comments on NJR, we do not view a ‘rebound in SRECs’ as an investable theme.

At AGA, management rolled out their first break-out (fo our knowledge) of the drivers that could replace
ITC earnings over the next few years. We believe the company’s base-case is on the aggressive side, but
more troubling, the case only assumes an ITC falloff of $6.5-10.5MM thru-2015 (versus a 2012 base level
of ~§26MM), which be believe only addresses about half of the ultimate decline.

On a brighter note, we spent some time discussing the utility segment, which suffered few effects of
Superstorm Sandy and continues to perform well, In fact, management expects utility earnings to grow at
an average annual rate of 8-12% thru 2015, which is significantly higher than their 4-8% growth
projection for the non regulated side of the business. With positive customer growth tailwinds and a rate
case upcoming, we continue to like South Jersey Gas, the utility subsidiary, but believe market
misunderstanding of the consolidated entity presents material risk to the stock price.

WGL Holdings—WGL—Neutral

Of our eight covered companies, we probably spent the most time at AGA with the management from
WGL Holdings as we attended a company-hosted dinner in addition to our traditional 1x1 meeting. We
have left our newly assigned Neutral rating intact in the aftermath of our meetings, however, our
qualitative view of the firm has strengthened.

We did a fair amount of housekeeping during our time with WGL, addressing one-off topics such as the
Commonwealth Pipeline and the Chillum LNG project. The former is currently ‘on-hold’, while the latter
has been essentially cancelled. While both are somewhat negative headlines, the recent events should not
drive any downside to our published estimates. Another special item that could drive a bit of upside is
new Strategic Infrastructure Development and Enhancement Program (STRIDE) legislation in Maryland,
which allows for more timely recovery of safety-related infrastructure projects. Unfortunately the plan is
not expected to drive additional capital spending, though it should reduce regulatory lag, and could be a
harbinger of a more positive regulatory environment in state.

Shifting the conversation toward more on-going operations, we spent some time discussing the firm’s
foray into solar installations. Unique among our coverage group, WGL is diversified outside of the New
Jersey solar market and is amortizing its earned [TCs over many years in order to maintain a more
normalized effective tax rate and neutralize the potential ‘earnings cliff” problem. We were particularly
pleased to see the company breakout its expected benefit by driver (ITC v electricity sales, etc) for its
solar operations, something we have not seen from the Jersey firms in some time. Furthermore,
management expects just $0.08/share in carnings contribution from its Commercial Energy Systems
segment (solar) this year, meaning its solar exposure is still on the periphery.
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HILLIARD LYONS NATURAL GAS UTILITY COVERAGE COMPARABLES
Actual // Estimate
Rev Mkt LTD/ 5-Yr 3-Yr Cuarr Div. Short
Price Target TTM Cap Price/  Cap. EPS P/E Avg  AvgEPS| EV/ Div. | Payout | Interest  30-day
Company Ticker 21-May-13] Prige Rating | SMM's)  ($MM)  Book (% | FY'12 FY'13E FY'I4E| FY'12 FY'I3E FY4E] BE Growth JEBITDAl YId. (%) Ratio  Avg. Vol.
Atmos Energy ATO 3§ 4473|$ 47 LTBuy| 3437 40464  1.6x 49.0] $2.31 252 $263 1 194x 17.7x  17.0x | 14.1x &% 9.5x 30%| 39 2.2% 450,505
Chesapeake Utilities CPK 5 35413}§ 37 Buy 412 5205 2.0x 2701 $2.99 §3.55 8332 | 181x 153x 154x | I44x 2% 7.9x% 2.8%) 43 1.6% 29,748
The Lacleds Group LG S 4637 - Neutral 1,061 1,046.7  1.6x 420 $2.79 $2.90 §322 | 166x 16.0x 144x | 14.1x 9% 8.4x 3.7%) 35 7.5% 165,935
New Jetsey Resources NJR  § 4710 - Neutral | 2,690 1,969.3 2.2x 38.0 | $2.71  $2.60 §2.67 | 174x  181Ix  17.7x | 16.5x 9% 16.2x | 34%| 69 5.8% 148,512
Northwest Natural NWN § 4553 - Neutral 704 1.226.5 1.6x 48.0 | $2.33  §2.27 $2.39 | 19.6x 20.1x 19.0x | 173x -7% 9.3x 4.0%| 82 5.8% 118,564
Piedmont Natural Gas PNY § 3515|% 36 LTBuy | 1,167 26670  23x 44,0 | $1.66 5772 §179 | 212x 204x 19.6x§ 18.0x 2% 13.4x 3.5%) 68 4.9% 351,207
South Jersey Industries 83 8 6112 - Undrpf | 707 19403  2.6x  44.0] $3.03  $373  $3.20 | 202%  19.6x  19.0x ] 174x 8% 16.6% [ 2.9%| 59 3,5% 122,836
WGL Heldings WGL § 4570 - Neuwal | 2,436 23612 17x 2.0 $2.68 S 241 § 2.67| 17.0x 175x 171x| 14.9x 5% 3.6x 3.7%|  s6 2.3% 195,483
Averages: 2.0x 40.0 18.7x 18.1x T4x 15.8x 3.5% 11.2x 3.4% 61 4.2%%
Source: Compaiy reports, Baseline, and Hilliard Lyons estimates
**ATO, LG, NJR and WGL (September fiscal year-end): PNY (October fiscal year-end)**
NATURAL GAS UTILITY INDUSTRY COMPARABLES
Actual // Estimate
Mkt ETD/ 5-¥r 3-¥Yr TT™ Current Div. | Short
Price Cap Price/  Cap. Consensus EPS Consensus P/ E Avg  Avg EPS| EBITDA/ EV/ Div. Payout | Interest ~ 30-day
Company Thkr  21-May-13| (SMM) Baook 54 FY'12 FY'13E FY'14E| FY'12 FY'13E FY'14E| PE Growth Share  EBITDA| Yid. (%) Ratio  Avg. Vol.
AGL Resources GAS 5 4448 52431 15x  49.01 %246 f264 $275 | 18Ix 168x 162x | 132x  -10% | 39.13 8.8x | 42% 74 | 21% 549,870
Atmos Energy U ATO S 4473 | 40464 16x ©49.0| $2.22 - $249° $2.64 | 20.1x 18.0x . 16.9x | 14.1x L 0% $7.14 . 95k . 1% 59 2.2% 450,505
Chesapezke Utilitfes - SCPK 8 54013 |0 3205 0 2.0x. 270 $2.98 - $3.39- 8346 18.2x.7716.0x . 15.6x | l4i4dx 2% - f- 8891 79x } 28% 43 1.6% 20,758
Delta Natural Gas DGAS § 2233 153.2  2.2x 440 | $0.85 $7.07 S81.02 | 26.3x 221x  21.9x | 12.5x -17% §3.05 9.5x% 32% 62 1.7% 10.290
Gas Natural BEGAS § 1061 890 1.2 35.0| 80.58 8067 $080 | 183x 158x 13.3x | 13.0x  -33% $2.35 T6x | 51% 72 | 0.2% 20,992
Laclede Group, | LG % 4637 L0467 - L6x | 42,0 $2.78 . 3287 $3.00 | 167x - 16.2x ¢ 155x | 140x 9% |- $7.23 8dx | 3.7%" 55 1 75% . 165935
National Fuel Gas NFG 8 64.00| 53434 26x 4508255 3308 3309 | 247x 20.8x 20.7x | 18.1x 0% | $9.01  92x 23%  s2 | 36% 564705
New Jersey Resources NIR: & 4710 1‘,969.3 ©22x 0 38.0 (8270, 8264 - 3272 | 174x. C1T7.8x 17.3x ] 16.5x ‘9‘% 3429 162x | 34% 69 | 58% - 148,512
Northwest Natural Gas NWN - 8 4553 12265 l6x - - 48.0 $232.. 3226  $2.37 | 19.6x 20.Ix 193x | 173x % $8.16 0 93x | 40% w2 5.8% . 118,364
ONEOK OKE § 4934 (10,1115 48x 75.0 | $1.69 5177 $227 | 292x 27.9x 223x | 183x 4% 35.80 143x | 29% 83 2.1% 1,539,626
Piedmont Natarai Gas © ;- PNY " § :35.15] 2,667.0 © 23x ~ 44.0 [ 81.66. 8173 . £1.8 | 21.2x.. 203z '194x } 180x - 2% 1 | 3416  [134x | 3.5% 68 | 49% . = 351207
South Jersey Industries - SH % 6LI2Y 1,9403 . 2.6x 440 $3.04 $3I5  $346 1 201k 194x . 1V.7x (i 174x 8% §534 - 166x [ 2.9% 59 | 35% . 122836
Southwest Gas SWX § 5072 | 23481 1.8 48.0 1 $2.87 $2.90 3345 | 17.7x 17.5x  166x{ 158x 8% $10.67 7.2% 26% 45 17% 159.246
UGI Corp. UGL & 4198 | 47512 2.0x 570 [$1.83 $247 $2.87 | 22.9x 17.0x 149x | 133x -6% $8.56 8.2x 2T7% 48 1.5% 668,957
WGL - . L WGL $ 4570 23612 17x. 0280 | $2.69. $249 $2.65 { 17.0x . 184x 172x| 149x 7 5% |O87A1 0 Béx. | 37% - s 23% . 195485
Averages: 2.1x 44.9 20.5x 18.9x 17.7x 15.4x -1.7% 10.3x 3.3% 618 3.1%
Sowrce: Company reports and Baseline
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RECENTLY PUBLISHED RESEARCH ({listed chronologically)
Artesian Resources Corp. (ARTNA - $22.75, Neutral) 5/9/13: Major Q1 Miss from ARTNA.
York Water Group (YORW - $18.98, Neutral) 5/9/13: Nice Q1’13 Results for YORW,

American Water Works Co. (AWK - $42.41, Buy, $46 TP) 5/8/13: Q1713 Results; Thesis Intact, Edging
Price Target Higher by $1 to $46.

South Jersey Industries (SJI - $59.89, Underperform) 5/6/13: Second Sequential Miss for 8J] in Q1°13;
Full Year Guidance Below Consensus.

Agqua America (WTR - $32.94, Long-term Buy, $35 TP) 5/3/13: Strong Q1713 Results for WTR;
Lowering Rating to Long-term Buy from Buy on Weaker Catalysts.

Chesapeake Utilities Corp. (CPK - $54.13, Buy, $57 TP) 5/3/13: Q1’13 Beat for CPK; Thesis Intact;
Raising Price Target by $1 to $57.

Northwest Natural Gas Co. (NWN - $45.53, Neutral} 5/3/13: Q1’13 Results for NWN; Outlock
Improving, but Waiting for Catalyst,

WGL Holdings, Inc. (WGL - $45.70, Neutral) 5/3/13: Fiscal Q2 Results for WGL; Downgrading to
Neutral on Recent Price Strength.

Atmos Energy Corp. (ATO - $44.73, Long-term Buy, $47 TP) 5/2/13: Fiscal Q2’13 Results for ATO;
Raising Price Target by $4 to $47.

California Water Service Group {CWT - $20.40, Neutral) 5/2/13: Q1’13 Results for CWT; Neutral
Stance Intact.

New Jersey Resources Corp. (NJR - $47.10, Neutral) 5/2/13: Fiscal Q2713 Results; Preliminary Outlook
Unchanged.

Laclede Group, Ine. (LG - $46.37, Neutral) 4/30/13: Fiscal Q2’13 Results.

South Jersey Industries (SJI - $61.12, Underperform) 4/22/13: Downgrading SJI to Underperform.
Outlook Unchanged; Price Strength Shifts Risk/Reward.

Piedmont Natural Gas Co. (PNY - $35.15, Long-term Buy, $36 TP) 3/7/13: Solid Fiscal Q1 Results for
PNY; Raising Price Target by $1 to $36.

Additional information is available upon request.

Prices and all price sensitive daia as of Tuesday, May 21, 2013, close

Hilliard Lyons Equity Research 8 Gas Utilities
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Analyst Certification

I, Spencer E. Joyce, hereby certify that the views expressed in this research report accurately reflect my
personal views about the subject company(ies) and its (their) securities. I also certify that I have not been,
am not, and will not be receiving direct or indirect compensation in exchange for expressiog the specific
recommendation(s) in this report.

Important Disclosures

Hilliard Lyons’ analysts receive bonus compensation based on Hilliard Lyons’ profitability. They do not
receive direct payments from investment banking activity.

Hilliard Lyons acted as a manager or co-manager of an offering of securities of California Water Service
Group in the past 12 months.

Hilliard Lyons expects to receive investment banking compensation from California Water Service Group
in the coming 3 months.

Definitions of Ratings: Buy - We believe the stock has significant total retura potential in the coming 12
months, Long-term Buy - We believe the stock is an above average holding in its sector, and expect
solid returns to be realized over a longer time frame than our Buy rated issues. Neutral - We believe the
stock is an average holding in its sector, is currently fully valued, and may be used as a source of funds if
better opportunities arise. Underperform - We believe the stock is vulnerable to a price decline in the
next 12 months.

Definitions of Suitabilities: 1 - A large cap, core holding with a solid history. 2 - A historically secure
company that could be cyclical, have a shorter history than a "1™ or is subject to event driven setbacks. 3
- An above average risk/reward ratio could be due to small size, lack of product diversity, sporadic
earnings or high leverage. 4 - Speculative, due to small size, inconsistent profitability, erratic revenue,
volatility, low trading volume or a narrow customer or product base.

Hilliard Lyons Investment Banking
Recommended Issues Provided in Past 12 Mo.
# of % of
Rating Stocks Covered Stocks Covered Banking No Banking
Buy 48 35% 13% 88%
Hold/Neutral 84 60% 13% 87%
Sell 8 4% 0% 100%
Restricted 1 1% 100% 0%

As of 8 May 2013

Other Disclosures

Opinions expressed are subject to change without notice and do not take into account the particular
investment objectives, financial situation or needs of individual investors. Employees of J.J.B. Hilliard,
W.L. Lyons, LLC or its affiliates may, at times, release written or oral commentary, technical analysis or
trading strategies that differ from the opinions expressed here.

Hilliard Lyons Equity Research 9 (Gas Utilities
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JJ.B. Hilliard, W.L. Lyons, LLC is a multi-disciplined financial services firm that regularly seeks
investment banking agsignments and compensation from issuers for services inchuding, but not limited to,
acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as
placement agent in private transactions.

The information herein has been obtained from sources we believe to be reliable but is not guaranteed and
does not purport to be a complete statement of all material factors. This is for informational purposes and
is not a solicitation of orders to purchase or sell sccurities. Reproduction is forbidden unless authorized.
All rights reserved.
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COMPANY UPDATE / TARGET CHANGE
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ATTACHMENT 2
TO OAG DR NO. 1-183

ESTIMATE CHANGE
Key Metrics
ATO - NYSE - as of 5/1/13 $43.62
Price Target $47.00
52-Week Range $32.10 - $44.55
Shares Outstanding {mm) 90.5
Market Cap. ($mm) $3,946.0
1-Mo. Average Daily Volume 491,613
Institutional Ownership 60.9%
LT Debt/Total Capital Q2'13 49.1%
ROE FY'12 9.4%
Book Value / Share Q2'13 $27.80
Price / Book Value 1.6x
Dividend Yield 3.2%
L'TM EBITDA Margin 21.0%
EPS FY 9/30 (ex-mark to market adj & one-time items)
Prier  Current Prior Caurrent

2012A 2013E 2013E 2H4E 2014E
10 $0.61 - 3074 A - -
2Q $1.28 -~ $1.25 A - --
30 $0.32 $0.28 $0.36 - S
40 8012 $0.12  $0.17 . -
Year $2.31 $2.49 $2.52 $2.57 $2.63
P/E 18.9x 17.3x . 16.6x
*Exclusive of one-time ftems
Revenue (§MM)

Prior  Current Prior Current

2012A 2013E 2013E 2014E 2014E
1Q $1,101 - $1,034 A -
20) $1,246 $1,267 51,267 -
3Q $586 $581 $588 -
4Q $508 $725 $574 -
Year $3,438 $3,757 §3,599 - $3,759

Company Description;

Headquartered in Dallas,

Texas, Atmos is one of the largest natural gas-only
distributors in the US with customers in 9 states. ATO
has non-utility operations in 22 states. It also provides
natural gas marketing and procurement services and
manages company owned natural gas storage and
pipeline assets, including one of the largest intrastate
natural gas pipeline systems in Texas.

Natural Gas Utilities
Spencer E. Joyce

J.J.B. Hilliard, W.L. Lyons, LLC
502.588.8402
sioyce@hilliard.com

May 2, 2013

Atmos Enerqy Corp.

ATO — NYSE — Long-term Buy-2

Fiscal Q2’13 Results for ATO; Raising Price
Target by $4 to $47.

Investment Highlights

Atmos Energy Corp. reported fiscal 2713 (ending
3/31/13) adjusted EPS of $1.25 vs. $1.28 in the year
ago period. Adjusted EPS from continuing
operations were $1.21 versus $1.201in Q2°12.

Consensus called for earnings of $1.31/share, while
we were projecting $1.35. These figures are likely
most-closely comparable to the adjusted figure of
$1.25/share. Despite the miss to consensus, the
company raised 13 EPS guidance by a nickel on
both ends to a new range of $2.45-32.55.

Gross profit (gross margin) from continuing
operations grew 1.6% yr/yr in Q2, which was slightly
ahead of our 1.3% estimate. O&M expense remained
a stable 25.7% of margin yr/yr, while interest
expense declined 9% in the quarter on a yr/yr basis.

Cap Ex in Q2’13 grew ~27% yr/yr, with much of
upside continuing to be dedicated toward regulated
growth projects.

Positive revisions outweigh the downside to our Q2,
and we are raising our full year adjusted EPS figure
(comparable to company guidance) by $0.03 to
$2.52; our fiscal ‘13 continuing ops EPS estimate
rises by $0.01 to $2.41. We are raising our 2014
adjusted EPS estimate by $0.06 to $2.63.

We are maintaining our Long-term Buy rating on
ATO and are raising our 2-year price target higher by
$4 to $47. Our target is derived by applying an 18x
multiple to our 2014 continuing operations EPS
estimate. We believe this is appropriate given ATO’s
growth strategy and broader industry valuations.

Note Important Disclosures on Pages 6-7
Note Analyst Certification on Page 6

J.J.B. Hilliard, W.L. Lyons, 110 | Member NYSE, FINRA & SIPC
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ADDITIONAL DISCUSSION—MULTIPLE ITEMS

As was the case in QI, results in Q2 were technically below expectations on an EPS basis, though we
believe analysts continue to have trouble adjusting to a couple of rate-design shifts in Texas that will
move margin into the summer quarters (the upcoming fiscal Q3 and Q4}. We commend the company for
keeping expenses in check as referenced in our opening points, and believe the positive trend can stay
generally Intact.

Atmos closed on the sale of its Georgia distribution assets early during the in-progress quarter.
Management expects to record a ~$0.07/share gain on the sale in fiscal Q3, though this amount is not
included 1n guidance or our estimates. We expect the ~§141MM in net proceeds from the sale to be re-
deployed into regulated growth projects in core service territories.

We believe our target multiple expansion is warranted given the valuations of ATO’s most closely
comparable peer companies and ocur view toward the attainability of management’s long-term rate base
and EPS growth targets. Atmos is just starting to report the financial results from its strategy shift, and
we believe the company can continue to trim valuation discounts relative to peers given our view for
positive yr/yr quarters to persist over the necar to intermediate term. We believe both analysts and
investors have been slow to acknowledge the semi-turnaround story at ATO, which has seen the company
take steps to jettison non-core operations in four states, effectively manage expenses, and re-focus growth
on low-risk stable-return regulated projects.

ADDITIONAL DISCUSSION—FINAL THOUGHTS

Atmos has been rising fairly quickly recently, and while we believe upside remains, we urge investors to
temper expectations. We believe a sentiment shift and the likely resultant multiple expansion holds the
potential to move shares significantly higher over a short-term timeframe; however, our core investment
thesis is predicated on trends and projects we expect to develop relatively siowly and impact financial
performance in small increments.

We are scheduled to meet with ATO management on Sunday, May 5, and expect to refine our outlook
and opinion during the meeting. We will update investors as-neceded of material changes in our opinion
during the following week of May 6-10.

Hilliard Lyons Equity Research 2 Natural Gas Utilities
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CONSIDERATIONS AND RISKS

Utility operations are weather sensitive. Warmer weather can lead to lower total margin from lower
volumes of natural gas sold or transported, while extremely cold weather may lead to conservation by
customers in order o reduce consumption.

Gas utilities face competition from alternative fuels. In the industrial market, many customers have the
capability of using both natural gas as well as another source of energy. Increases in the price of natural
gas can negatively impact a competitive position by decreasing the price benefits of natural gas to the end
user. The cost of natural gas from non-domestic sources may play a greater role in establishing the market
price of natural gas in the future.

Gas utilities are subject to regulation at the federal and state levels. Regulatory commissions and policies
vary from state to state, and have a significant bearing on the profitability of gas utilitics. Additionally,
we anticipate a high level of capital expenditure over the coming years; inability to access the capital
markets may negatively impact the company’s growth prospects.

Our Suitability rating is 2 on a 1-to-4 scale (1 = most conservative, 4 = most aggressive).

Additional information is available upon request.

Hilliard Lyons Equity Research 3 Natural Gas Utilities
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Atmos Energy Corp. FYE Sept

e (i Ry QLY QIR oa sl EYA4
Operating Revenues
Natural Gas Distribution 2,783,863 2,470,664 676,113 2,145,330 666,787 352,140 314.740 1,333,670 2,393,360
Reg Transmission & Storage 203,013 219,373 56,759 247,351 60,681 67,070 65,480 193,230 253,290
NonReg 2,146,658 2,024,893 444,176 1,351,303 399,894 269,060 294,120 963,070 1,502,430
Intersegment Eliminations (472,474) (428,495) (93,054) (305,501) (93,207) {100,000} (100,000} (293,210) (390,000}
Total Operating Revenues 4,661,060 4,286,435 1,083,994 3,438,483 1,034,155 588,270 574,340 2,196,760 3,759,080
Purchased Gas Cost
Natural Gas Distribution 1,785,221 1,452,721 392,518 1,122,587 387,156 133,810 129,040 650,010 1,282,610
NonReg 2,032,567 1,959,893 428,771 1,296,179 377435 236,070 280,970 894,480 1,418,320
Intersegment Eliminations (470.868) (426999 (92,687 (304,022))  (92,798) (99,0000 (95,0000 (290,800)|  (389,000)
Total Purchased Gas Cost 3,346,924 2,985,615 728,602 2,114,744 671,793 270,880 311.010 1,253,690 2,311,930
Gross Profit 1,314,136 1,300,820 355,392 425,787 298,790 249,389 1,323,739 362,362 432,751 317,390 263.330 1,373,833 1,447,150
Operating Expenses
Operations & Maintenance Exp 454,621 442,963 114,644 109,300 107,295 123,624 453,613 106,527 111,086 120,610 119.820 458,040 469,490
D&A 208,539 223.832 58,366 59,420 59,819 60,783 237,525 59,579 57.180 60.840 60,810 238,410 254,010
Taxes, other than Income 187,143 177,767 42,911 54,635 46,887 36,903 181,073 41,334 54.307 63,480 36,870 195,990 206,780
Impairments - 30,270 - - - 5,288 5,288 - - - - - -
Total Op Exp 850,393 874,834 215,921 223,355 214,001 226,598 877,499 207,440 222,573 244,930 217,500 §92.440 930,280
Operating Income 463,833 425,986 139,471 202,432 84,789 22,751 446,240 154,922 210,178 72,460 45,830 483,393 516,870
Miscellaneous Income (Expense) (590 21,184 {2.016) 506 (1,948) (11,059 (14,644) 698 1,712.00 - - 2,416 -
Interest 154,188 150,763 35,726 36,643 34,923 33,896 141,174 30,522 33,331 32,830 32,930 129.610 132,720
Pre-Tax Income 309,054 296,407 101.729 166,295 47,918 22,164y 290,422 125,098 178,559 39,630 12,900 356,193 384,150
Income Tax 119,203 106,819 39,345 64,211 17774 {21.878) 98,226 47750 66,219 15,460 6.320 135,750 142,840
Net Income--Cont'd Ops 189,851 189,588 62,384 102,084 30,144 {286} 192,196 77,348 112,340 24,170 6,580 220,443 241,310
Net Income--Disc Ops 15,988 18,013 6,123 7,027 988 8,253 24,521 3,117 4,085 1,500 1,500 10,202 -
Net income $205,839 $207,601 68,507 106,111 31,132 7.967 $216,717 80,465 116,425 25,670 8,080 5230,645 $241,31¢
Average Shares Quistanding (FID} 92,422 90,652 90,546 90,322 50,993 91,224 91,172 91,309 91,492 91,542 91,592
Net lncome per Shate. .- - $2.27 $0.75. 120 5034 50.09 5237 S0.88 .. 8127 . . 5028 $0.09 $2.52 $2.63
MTM gains (fosses) ($0.05) {50.07) $0.14 {$0.07} $0.02 ($0.14) (50.05) $0.14 $0.02 (30.08) ($0.08) 50.00 $0.00
One-time benefits (charges) $0.05 $0.03 $0.00 $0.00 $0.00 $0.11 $0,11 $0.00 $0.00 $0.00 $0.00 $0.00 30.00
Adjusted EPS [Cont'd Ops] - 8211 - $0.55 - 81.20 3031 < 30.03 $2.04 N N 1Y $0.34 ~ 3013 3241 $2.63
Adjusted EPS~ o ] 30.61 - 3128 30.32 Q.12 $2.31 $0.74 - §178 %036 80.17 © §2.52 8263
Dividends per share $1.360 $0.345 30.345 $0.345 $0.345 $1.380 30.356 $0.350 $0.350 30.350 $1.400 S$1.440
EPS Ex-
*raised MTM & gain
guidance by  *$6MM or on GA sale
$0.05 on 80.07/share guidance:
Rate of Change Analysis: each end gaitt on sale $2.45-$2.55
Gross Margin -0.4% -1.0% -2.6% -6.1% 12.0% 15.7% 1.8% 2.0% 1.6% 6.2% 3.6% 39% 5.2%
O&M Expense ~6.4% -2.6% 0.1% -4.3% -4.8% 21.6% 24% -7.1% 1.6% 12.4% -3.1% 0.4% 6.5%
Operating income 6.3% -8.2% -10.2% -4.2% 148.8% -10.3% 4.8% 11.1% 3.8% «14.5% 101.1% 8.3% 6.9%
Adjusted EPS 4.5% 4.6% 24.1% -5.5% 405.5% 30.4% 0.1% 20.6% -1.8% 11.8% 43.4% 9.2% 4.3%
Adjusted EPS--Cont'd Ops ~0.4% 3.8% -30.2% -8.6% 480.3% -231.0% -3.2% 28.8% 0.5% 10.5% 465 2% 18.1% 9.2%
Margin Analysis:
OG&M/GM 34.6% 34.1% 32.3% 25.7% 35.9% 49.6% 34.3% 29.4% 25.7% 38.0% 45.5% 33.3% 32.4%
Tax Rate 38.6% 36.0% 38.7% 38.6% 37.1% 98.7% 33.8% 38.2% 37.1% 38.0% 49,0% 381% 37.2%
Source: Company reports and Hilliard Lyons estimates
Hilliard Lyons Equity Research Natural Gas Utilities
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z, i : 252 417 £ 13 4R
$131,952 $131,419 $35,160 347,040 $27,706 $64.239 864,239 $124,601 365,547 $28,030 $28,390 $28,390 ($1,540)
273,207 273,303 489,797 350,261 216,753 234,526 234,526 500,863 485,601 218,92 235,870 236,870 236,870
Gas Stored Underground 319,038 289,760 325,669 221,112 239,329 256,413 256,415 274,126 197,356 241,721 258,580 258,980 258,980
Other CAs 150,995 316,471 360,615 275428 291,870 272,782 272,782 265,044 253,918 306,460 286,420 286,420 300,740
Total Current Assets 875,192 1,610,953 1,261,241 §93,841 775,658 827,962 827,962 1,164,634 1,002,420 795,130 810,660 810,660 795,050
Net PP&E 4,793,075 51479181 5246213 5,334,012 5,441,386 5,475,604 5475604 | 5595294 5710273 5,705,890 5,842,550 5,842.550 6,377,670
Goodwill & Intangibles 740,148 740,207 740,198 740,183 740,174 740,847 740,847 740,836 740,825 740,830 740,830 740,830 740,830
Deferred Charges and Other 355,376 383,793 387,982 400,689 392117 451,262 451,262 463,454 500,212 411,720 473,830 473,830 497,520
Total Assets $6,763,791 | $7,282,871 | $7.635.632  $7.368,727 $7.349.835 $7.495,675 | $7,495,675] 37,964,218 $7,953,730 $7,653,570 87,867,870 $7,867,870 | $8.411.070
Short-term Debt 126,160 206,396 389,985 173,996 213.491 570,929 570,929 830,891 232,998 158,000 308,000 308,000 358,000
AP 266,208 291,205 432,332 308,864 178,198 215,229 215,229 367,312 316411 179,980 217,380 217.380 217,380
Current Maturity LT Debt 360,131 2,434 131 250,131 250,131 131 131 131 - 131 500,000 500,000 -
Other CLs 413,640 367,563 357,333 374,123 468,409 489 663 489,665 446,717 377,357 491,830 514,150 314,150 539,860
Total Current Liabilities 1,166,079 867,598 1,179,801 1,108,114 1,110,229 1,275,954 1,275,954 1,645,051 926,766 329,941 1,539,530 1,539,530 1,115,240
LTD 1,809,551 2,206,117 | 2,206,193 1,956,213 1,956,289 1,956,305 1,956,305 1,956,376 2,455,514 2,456,450 1,956,630 1,956,630 2,656,500
Deferred Income Tax 829,128 960,093 081,559 1,062,488 1,085,654 1,015,083 1,015,083 1,066,273 1,168,140 1,169,140 1.170,140 1,170,140 1,296,090
Reg Cost of Removal Obligation 350,521 428,947 437,660 414,001 381,797 381,164 381,164 371,608 200,000 200,000 200.000 200,000 200,000
Deferred Credits and Other 430,164 564,695 562,657 467,199 460,941 507,926 507,926 500,505 659,840 $566.440 699,760 699,760 757,020
Shareholders’ Equity $2,178.348 | 82,255,421 2,267,762 $2.360,712  $2354 925 $2350243 |  $2.359.243 | $2.424.005 $2.543.470 §$2,331,599 S2,301.810 1 $2.301.810 32,386,220
Total Liab & SE 36,763,791 | §7,282.871 | $7,635,632 $7368,727 §$7349,835 §$7495675 | $7,495.675| $7.964.218 $7.953,730 $7.633,570 §7R6TRT0 $7,867.870 | $8,411,079
Semmary Cash Flow (G0 gL a2y &a EYiz a3 3 £yl 4]
Net Income 207,601 68,507 106,111 31,132 216,717 80,465 116,425 25,670 8,080 230.650 241,310
D&A 217,133 233,383 60.811 61,924 61,439 62,333 246,577 60,628 38245 63,380 63.340 245,550 264,580
Impairments - 30,270 - - - 5,288 5,288 - - - - - -
Deferred Income Tax 196,731 117,353 40,042 62,010 18.661 (16,394) 104,319 45,951 60,940 1,000 1000 108,890 125,960
Cash Provided {Used} by Wrk Cap 25211 (51,260) (171,857y 115,417 63,783 30,350 37,699 (186,388) 105,076 33,477 5,000 (42,840) -
Operating C.F. 674914 537,347 (2,4%7) 348,462 175035 89,600 610,600 656 340,686 123527 77420 542,290 632,150
Cap Ex (542,636) (622,965) (154,394) (156,729} {186,251} {235,484} (732,858) (190,027) {199,050} (260,000} {200,000} (789,120) (800,000)
(Acquisitions) / Divestitures - - - - - 128,223 128,223 - - 141,000 - 141,000 -
Dividends (124,287) (124,011) (31,517) {31,390} (31431 (31,458) {125,786) (31,992 32,016) {32.040) (32,060} (128,110) (132,080)
Free CF. 7991 (209,629) (188,408) 160,343 {42,647y (49,119 (119,831) (221,363) 109,580 32,487 {154,640) (233,940) (299,930)
Net Proceeds (Repayment) ST Debt 54,268 83,306 173,905 (222,850) 42257 360,82% 354,141 256,933 (599,074) {75,000) 150,000 (267,140) 50,000
LT Debt Proceeds - 394,466 - - - - - - 493,793 - - 493,790 700,000
{Repayment) of LT debt (131) (360,131) (2,303} {66} - (254,665) (257.034) - (131} - - (130.00) (500,000)
Issued Stock 8,766 7,796 76 88 87 1,355 1,606 (13) 34 - - 20 - -
Repurchased Stock & Eq Awards (101,641) (5,299) (15,055) (389} {1,710) - (17,754) {3.124) - - - (3,120) -
Net CF, (6,184) (20,585) (25,543) (56,032} 4,829 65,242 (11,503) 33,433 (62,424 (37.513) 360 (64,150) (29,930)

Selected Financial Statig

Book value

Tangible book value

Price/book

LTD / Total Capital <

Taotal Net Debt / Total Capital

ROE (DuPont--ROAXFL)
Financial Leverage

ROA

Source: Company reports and Hilliard Lyons Estimates
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Analvyst Certification

1, Spencer E. Joyce, hereby certify that the views expressed in this research report accurately
reflect my personal views about the subject company(ies) and its (their) securities. I also certify
that I have not been, am not, and will not be receiving direct or indirect compensation in
exchange for expressing the specific recommendation(s) in this report.

Important Disclosures

Hilliard Lyons’ analysts receive bonus compensation based on Hilliard Lyons’ profitability.
They do not receive direct payments from investment banking activity.

Suitability Ratines

1 - A large cap, core holding with a solid history

2 - A historically secure company which could be cyclical, has a shorter history than a "1" or is
subject to event driven setbacks

3 - An above average risk/reward ratio could be due to small size, lack of product diversity,
sporadic carnings or high leverage

4 - Speculative, due to small size, inconsistent profitability, erratic revenues, volatility, low
trading volume or a narrow customer or product base

Investment Ratings

Buy - We believe the stock has significant total return potential in the coming 12 months,
Long-term Buy - We believe the stock is an above average holding in its sector, and expect
solid returns to be realized over a longer time frame than our Buy rated issues.

Neutral - We believe the stock is an average holding in its sector, is currently fully valued, and
may be used as a source of funds if better opportunities arise.

Underperform - We believe the stock is vulnerable to a price setback in the next 12 months.
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Hilliard Lyons retings for ATO (ATMOS ERNERGY CORP)
o . Closing Price May 01, 2013 34362
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N 33 i
[ ; "R i
PR o
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Lagend: . . . - s e ;& Investars com.
LTB=LT Buy, T=Price Target. - - R
@ Reiterated Positive -~
Hilliard Lyons Investment Banking
Recommended Issues Provided in Past 12 Mo.
# of % of
Rating Stocks Covered Stocks Covered Banking No Banking
Buy 56 40% 13% 88%
Hold/Neutral 79 57% 13% 87%
Sell 4 3% 0% 100%

As of 10 April 2013

Other Disclosures

Opinions expressed are subject to change without notice and do not take into account the particular
investment objectives, financial situation or needs of individual investors. Employees of J.J.B. Hilliard,
W.L. Lyons, LLC or its affiliaics may, at times, release written or oral cornmentary, technical analysis or
trading strategies that differ from the opinions expressed here.

3.1.B. Hilliard, W.L. Lyons, LLC is a multi-disciplined financial services firm that regularly seeks
investment banking assignments and compensation from issuers for services including, but not limited to,
acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as
placement agent in private transactions,

The information herein has been obtained from sources we believe to be reliable but is not guaranteed and
does not purport to be a complete statement of all material factors. This is for informational purposes and
is not a solicitation of orders to purchase or sell securities. Reproduction is forbidden unless authorized.
All rights reserved.
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Natural Gas Utilities
PRICE PERFORMANCE

March performance of our covered gas utilities lagged the S&P 500; our companies gained an average of
2.87% during the month versus an S&P advance of 3.60% (Exhibit 1). Only three of our eight names
outperformed the large-cap index in February. Atmos Energy (ATO) was our strongest name, advancing
11.84%; Northwest Natural Gas (NWN) fell 3.80% during the month and was our weakest performer for
the second consecutive month,

Year-to-date, our covered gas utilities have nearly mirrored the rising broader market, gaining an average
of 10.07% versus an S&P 500 gain of 10.03% (Exhibit 2).

For the trailing twelve months (Exhibit 3), an equal-weighted basket of our coverage group is up roughly
10%, versus a 15% gain posted by the S&P 500. Over the period, only Atmos Encrgy (ATO) and
Chesapeake Utilities (CPK) have outperformed the large cap index; the range of performance spans from
+38% (ATO) to ~3% (NJR & NWN),

Since our prior monthly, published 3/20¢, we have not issued any updates on our gas utility coverage
space; however, each of our outlooks was updated in carly-March in conjunction with earnings season.
We currently hold positive ratings on ATO, CPK, PNY and WGL, and assign Neutral ratings to LG, NJR,
NWN, and SiL.

Exhibit 1
Hilliard Lyons Covered Gas Utilities Monthly Price Performance vs, S&P 500—Daily Chart

Y ovs ATO vs CPK vs LG ve R vs NN vs PRY vs 501 vs ML
(Feb 28, 2613 T0 Mar 28, 2013)

22 G e

1 T D e

8»‘5”’““%“““'"""""""““““““‘;J ""\"'«;_’"’"”“__,:;;:_:;;:“M"if\‘ ""',"’J::""““““'"""'”“""""'"'"'“'""’

Source: Baseline SPX-S&P 500 Index; ATO-Atmos; CPK-Chesapeake Util; LG-Laciede Group; NIR-New Jersey Resc; NWN-Northwest
Natural; PNY-Picdmont Nat Gas; SIE- South Jersey Industries; WGL-WGL Holdings *¥Note: It is nof possible to invest directly in an index**
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Exhibit 2
Hilliard Lyons Covered Gas Utilities YTD Price Performance vs. S&P 500-—Daily Chart

S w3 AT vs CFK vs L5 vs BJE vs NwN vs #8Y vs 53T vs el
(Dec 31, 2012 TO Mar 28, 2013)

T ATD 2%

€I 13

WL 137

TRY By
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Source: Bascline SPX-S&P 500 Index; ATO-Atmos; CPK-Chesapeake Util; LG-Laclede Group; NJR-New Jerscy Resc; NWN-Northwest
Natural; PNY-Piedmont Nat Gas; SII- South Jersey Industries; WGL-WGL Heldings *#*Note: ]t is not possible to invest directly in an index**

Exhibit 3
Hilliard Lyons Covered Gas Utilities One-Year Pricc Performance vs. S&P 500—Weekly Chart

i ovs ATG vs CRK ys LD vs HOF vs NWH vs 831 vs WG

Mar 02, 2012 TC Mar 28, 2013}

Source: Baseline SPX-S&P 500 Index; ATO-Atmos; CPK-Chesapeake Util; LG-Laclede Group; NJR-New Jersey Resc; NWN-Northwest
Natural; PNY-Piedmont Nat Gas; SJI- South Jerscy Industries, WGL-WGL Holdings **Note: It is not possible to invest directly in an index**
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COMMENTARY AND OUTLOOK

Performance for the gas utility industry remained respectable through March, with our coverage group on
average just edging out the S&P 500 YTD return through the first quarter of 2012. Exhibit 2 shows
performance through the end of Q1°12, though we will add that the trend has remained intact in April
with six of our eight covered names outperforming thus far during the month. We expect an element of
sector rotation after a weak 2012 and clarity on dividend taxation likely contributed to solid performance
early in the year, but at this point we believe those themes are exhausted. In our opinion, the continued
strength over the past ~4-6 wecks has been a function of inertia (momentum/performance chase) and a
lack of alternatives in more cyclical industries as global macro remains a modest concern.

Notably missing frem our stock performance conversation is any mention of strengthening in underlying
businesses across the gas utility industry, Weather to close Q1 was likely positive on yr/yr basis, and we
believe the secular shift of natural gas toward core fuel status remains a strong investable thesis for the
group, but our outlook has changed very little over the past few months, Coupled with rising stock
prices, we believe average risk/reward in the industry has become less compelling,

With this in mind we are downgrading the industry to an Underweight allocation recommendation (from
Marketweight} as we move through April. We expect strength in the group could persist through Q1
carnings scason, but believe investors should capitalize on opportunistic exit points to lighten exposurcs
over comings weeks. We expect any sector rotation upside experienced YTD is likely to pressure the
group over the summer months, and from a bottom-up perspective, we are finding less compelling
valuations and/or risk/reward scenarios across both our positive and neutral-rated securities.

Calendar Q4 earnings season concluded in mid-March, though we expect our companies to release
quarterly results again in early-May. Also worth noting, the preeminent gas utility industry event as it
relates to the financial community is scheduled for May 5-7. We mention the AGA Financial Forum for
several reasons. First, we expect few announcements from our companies over the coming month ahead
of the event, and we also expect few moves from analysts ahead of the forum. With this in mind, April
may be a good month for investors to trade on ‘price-only” concerns for several weeks, perhaps trimming
some positions into strength and in line with our Underweight allocation recommendation.

Also in regard to AGA, we encourage investors to stay cognizant of utility holdings throughout the early
weeks of May. Opinions issued immediately following earnings reports, which should be mostly
completed prior to the conference, could either change or be substantially refined following the forum.
Finally, we note that we will be meeting with management from each of our covered companies at AGA,
and will have detailed comments from each of our meetings in our May--Utilities Monthly.

Most of our gas utility investment thesis is centered on regulated growth opportunities driven by cost
advantages over competing fuels, which we believe will drive increased demand for transmission and
distribution service over the long-term. We believe regulated growth opportunities presented by customer
conversions, increased industrial usage and more prevalent gas-fired power generation will be sufficient
to drive acceptable earnings growth rates. Apart from strictly economic concerns, we are comfortable
with natural gas’ position as a ‘compromise’ energy solution; we view the potential for gas to drive
energy independence and provide relative environmental benefits as incremental positives for the gas
utility industry that add a level or resiliency to the story.

Piedmont Natural Gas has slightly trimmed YTD underperformance relative to the group over the past
several weeks; however, we continue to believe that PNY and CPK are the companies most attractive at
current stock price levels,

Hilliard Lyons Equity Research 5 Utilities
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NATURAL GAS PRICES

Reversing a down February, the spot price of natural gas gained ~23% in March to finish at nearly double
the price of one year ago. Gas utility profitability is decoupled from the commodity spot price, and we do
not believe utilities are appropriate vehicles for investors seeking exposure to commodity price
movements; however, we believe low gas prices relative to alternative fuel sources are a secular positive
for the industry. Low gas cests promote usage of the commodity as a substitute, thus aiding utilities in
expansion efforts. Conversions fromn heating oil and propane have benefited the space, and we believe
the continued move toward gas-fired power generation is an opportunity for the industry.

With gas prices now in a sustained uptrend since bottoming roughly one-year ago, we have heard initial
rumblings throughout the financial and energy complexes about becoming overly dependent on natural
gas (usually as part of the coal v. gas v. renewable v. nuclear power-gen debate). Despite the rally, we
believe gas prices can remain sufficiently low over a long-term horizon due to shale gas reserves such that
gas migration toward core fuel status remains an investable thesis.

Exhibit 4
Natural Gas Prices

Natural Gas Contract Prices

—e— Henry Hub Spot
—a—4 Mo Futures Cir

Price ($/MMBtu)

5Years 2Years 1Year 1Mo 29-Mar-
Ago Ago Ago Ago 14

Period

5 Years Ago 29-Mar-14

15
2.00|

4 Mo Futures Cir.

Source: Energy Information Administration

TEMPERATURE DATA

February brought a bit of temperature normalization, but March marked a full-fledged reversal of the
warmm winter of 2011-2012 conditions. Average temperatures for every state east of the Mississippi River
were colder than a year ago during the month, with much of the South registering near-record cold
months versus 2012°s numerous record highs (Exhibit 5). From a stock perspective, CPK with its
propane operations will likely see the largest bottom line impact, though we believe our entire coverage
group will likely log a bit of incremental yr/yr benefit from weather in March with the possible exception
of Northwest Natural (west coast-based).
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With full-Q1 weather data now observable, cooler temperatures prevailed in ncarly every state relative to
the year-age quarter. Qur enthusiasm however, is tempered somewhat by a Jan ’13 that looked relatively
sitnilar to Jan *12 (warm) for the states most important to our covered names, so despite a cold March, Q1
temperatures were roughly average. Most utility segments across the indusiry have been granted weather-
risk mitigation by regulators, though non-regulated business lines arc typically not protected.
Optimization is generally more profitable during periods of higher demand, as are marketing activities.

Exhibit 5
Temperatures by State—Months of Calendar Q1 2012 versus Months of Calendar Q1 2013

March 2012 Statewide Ranks Mach 2013 Statewide Rarks
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Source; National Clmatic Data Center; NOAA Satellite and Information Service

RECENT EVENTS -- Hilliard Lyons Coverage Universe {chronological order)

*For earnings announcements, quarterly results and rating actions, please consult our most recently
published notes. Dividend announcements outside of raises and special items are omitted*®

Atmos Energy (ATO - $42.29, Long-term Buy, $43 TP) 4/1/13—Atmos announced the completed

divestiture of substantially all of its GA-assets. The purchase price of ~§155MM is expected to be used
to fund growth opportunities in other jurisdictions.
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HIiLLIARD LYONS NATURAL GAS UTILITY COVERAGE LIST COMPARABLES

Actual /f Estimale

Rev Mkt LTD/ 5-Yr 3-¥r Curr Div, Short
Price Target TT™M Cap Price/  Cap. EPS PIE Avg  AvgEPS} EV/ Div. | Payout { Interest  20-day

Company Ticker 15-Apr-13| Price Rating | ($MM's) (SMM)  Book (%0 { FY'12 FY'13E FY'14E| FY'12 FY'13E FY'14E| P/E Growth [EBITDAL Yld. (%) Ratio  Avg Vol,
Atmos Energy ATO $ 4225|% 43 LTBuy| 3,371 3,822.0  l6x 4501 $2.31  $249 $2.57 | 183x 17.0x 164x | 141x 0% 9.2x 33%] 38 2.1% 497,928
Chesapeake Uttlities CPK § 48471% 36 Buy 393 4659 1.9x 28.04 5299 3.3% 3.36 | 162x  143x  13.6x | 144x 4% 8.0x 3.0%] 49 1.6% 25,247
The Laclede Group LG £ 43.60 - Neutral 1,022 984.2  l.6x 37.04 $2.79 8312 $336 | 15.6x 140x  13.0x| 14.ix 9% 8.8x 3.9%{ 58 7.0% 130,360
New Jersey Resources NIR $ 4491 - Neutral 2,343 1.877.7  2.2% 380 $2.71 $2.55  $2.69 | le6ex  17.6x  16.7x | 16.5x 9%, 15.3x 3.6%] 64 6.3% 150,228
Northwest Natural NWN § 4397 - Neutral 743 1,184.5 1.6x 49.0 | $2.33  $226 $2.39 | 18.9x 19.35x 184x | 17.3x -6% 9.2x 4.1%| 718 5.9% 137,542
Pledmont Natural Gas PNY § 33.18|8% 36 LTBuy | 1.167 25176 2.2x 440 | $1.66 $172 §1.7¢ | 20.0x  19.3x  185x | 18.0x ~2% 13.0x 3.7%| 68 4.7% 277552
South Jersey Industries s § 5743 - Neutral 707 1.823.1  2.6% 45.0 | $3.03 8372 §3.20 | 189x 184x 180x | 17.4x 8% 153x | 3.1%| 36 3.0% 106,501
WGL Holdings WGL § 43356 (3 45 LTBuy | 2384 2,250.7 1.7x 29.0 | $2.68 §2.48 $267 | 16.2x 17.6x 163x | 14.9x 5% 8.5% 3.9%| 60 2.7% 204,042

Averages: 1.9x 39.4 17.6x 17.2x 16,49, 15 8% 3.4% 11.0x 3.6% 61 4,2%
Source: Comparny reports, Baseline, and Hilliard Lyons estimates
**ATO, LG, NJR and WGL (September fiscal year-end); PNY (October fiscal year-end)**
NATURAL GAS UTILITY INDUSTRY COMPARABLES
Actual // Estimate
Mkt LTD/ 5-Yr 3-Yr TTM  Current Div. | Short
Price Cap Price/  Cap. Consensus EPS Consensus P/ E Avg  Avg EPS| EBITDA/ EV/ Div. Payout | Interest  30-day

Company Thkr  15-Apr-13| (MM}  Book (%) | FY'12 FY'I3E FY'I4E| FY'12 FY'I3E FY'I4E| P/E Growth Share  EBITDA| Y1d. (%) | Ratio  Avg. Vol
AGL Resources - GAS 83 4227 49826 1.5x 490 8246 3267 3280 | 172x  158x  151x | 13.2x -10% $9.03 9.1x 44% 75 | 19% 492664
Atmos Energy CATO § 42.25(.3,822.0° Liex . 45.0 | $2.22 ° 8247 " £263°| 19.0x  17.dx - l6dx | 14dx ‘0%‘ $7.83 T 92x 3.3% 58 2.0% ° . 497,928
Chesapeake Utilities CPK.. % 4847 4659 1.9x:.28.0|52.98 35328 $347 |.163x  148x '14.0x ] .144x .~ 4% C$822.  8.0x 3.0% 49 .} L6% 25247
Delta Natural Gas DGAS § 20.62 1412 2.1x 45.0 | $0.85 30.89 8104 | 243x 23.2x  19.8x | 12.5x -17% $3.01 9.5x 3.5% 64 1.6% 10,922
Gas Natwral EGAS § 10.05 843 Llx 35.0 | 80.58 8067 5070 | 173x 15.0x 144x [ 13.0x  32% | $1.81  94x | 54% 93 0.1% 17,901
Laclede Group LG .- §. 4360(.°.9842 1.6x . " 37.0| 8278 '$2.89 83.02 | 157 151x . 144x | 4lx @ 9% 8697 885 .| 3.9% . 38 .1 7.0% " 130,360
National Fusl Gas ~NFG  § 3729 47831 24x 36085259 $290 2293 | 22.1x 19.8x 19.6x | 18.1x % | $8.79 8.7x 2.5% 53 2.1% 419,151
New Jersey Resources CNIR.$ 4491 LB 22x . 3B.0:| 8270 32671 $2.72.| l66x 17.2x: 165x] 165x 7 9% 8438 153x 3.‘6%‘ 64 |e3n 450,228
Northwest Natural Gas CNWN O $ 4397 | 11845 L6x ., 49.0| $232° $229 $2.42.| 150x .192x 182x | 173x | -6% $834 . 92% | 41% 78 | 59% - 137542
ONEOK OKE § 48353 99455 4.8x 75.0 | 85169 $1.87 8223 | 28.7x 268x  21.6x | 183x 3% $5.85 13.9x | 3.0% 71 2.5% 1,205.242
Piedmont Nataraf Gas UPNY $ 003318 | 25176 - 2.2x - 440 |'81.66 0 8173 8187 |'200x 19.2x - 183x ‘18.0x v | $416 ‘ ‘  13.0% 3.9% . 68 F 47% . 271552
South Jersey Industries COSH C§ 5743 182310 2.6x 0 45.0/1$3.04 8326 $3.52 | 189 17.6x.:163x | 174x - - 8% $575 . 153x. | 3.1% 56 | 3.0% .. 106301
Southwest Gas SWX 8 4771 22087 1.7x 490 | $2.87 8287 $2.98 | 166x 16.6x 16.0x | 15.8x 8% $10.79 7.0x 2.8% 42 1.6% 161,089
UGI Cerp. UGT  § 39.11( 44264  2.0x 390 $1.83 $248 8278 | 21.4x  15.8x 14.1x | 13.3x -10% 38.04 8.6x 2.8% 35 2.0% 528,775
WGL WGL S . 43.56 |12,250.7 0 1.7x 29,0 ['82.69 . $2.45 $2.60:| 162x: 178x 16.7x | 149x: '~ 3% $699 . 89x | 39%. &0 27% - - 204042
| Averages: 2.ix 44.2 15.3x 18.1x 16.7x 15.4x -2.1% 10.3x 3.5% 636 3.0%
Source: Company reports and Baseline
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Water Utilities
PRICE PERFORMANCE

During March, stock prices of our covered water utilities gained an average of 3.00%, which slightly
lagped the advance of 3.60% posted by the S&P 500 (Exhibit 6). Aqua America (WTR) was our top
monthly gainer for the second consecutive month, rising 7.93%; The California Water Service Group
(CWT) fell 0.80% in March after a strong start to 2013 on news of a secondary equity offering.

Our average water utility gained 10.18% through the first quarter of the year, which was slightly above
the 10.063% year-to-date return posted by the S&P 5060 index (Exhibit 7). While average performance
thus far has been in line with the broader market, we note that substantial bifurcation in performance
exists within our 5-company coverage group after just three months of the year,

On a trailing 12-month basis, our covered water utilities on average have solidly outperformed the
broader market. The group gained an average of ~21% over the period, while the S&P 500 gained ~15%
(Exhibit 8). The range of performance spans from +43% (WTR) to +10% (CWT).

Since our prior monthly, we have issued only one update note for our water utility coverage group. On
March 22, we lowered estimates for CWT to reflect a secondary equity offering and weak guidance, but
left our Neutral rating intact. We are currently recommending only AWK and WTR for purchase; we
hold Neutral ratings on ARTNA, CWT and YORW.

Exhibit 6
Hilliard Lyons Covered Water Utilities Monthly Price Performance vs. S&P 500—Daily Chart

Y ovs ARTNA vs AWK vs £HT vs WTR vs YORW

GQN,NK__A“.V.‘,..,)*.‘,

PR 24

Source: Baseline SPX-S&P 500 Index; ARTNA-Artesian Resources; AWK-American Water Works; CWT-California Water
Service Group; WTR-Agua America; YORW-The York Water Company **Note: Tt is not possibie to invest directly in an index**
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Exhibit 7
Hilliard Lyons Covered Water Utilities YTD Price Performance vs. S&P 500—Daily Chart

P ws ARTNA vs AWK vs WY vs WIH vs YORW
(bee 31, 2012 T0 Mar 28, 2013)

25%--

20%--

1B%--

10%--

5%

_____ B = R N e N - - L

N \\// s \ R Ny —
\‘(.4 N \\_‘AI\“‘/<
YTy Feg waR T
Source: Bascline SPX-8&P 500 index; ARTNA-Artesian Resources; AWK-American Water Works;, CWT-California Water

Service Group; WTR-Aqua America; YORW-The York Water Company **Note: It is not possible to invest directly in an index**

Exhibit 8
Hilliard Lyons Covered Water Utilities One-Year Price Performance vs. S&P 500—Weekly Chart

Y oys ARTNA vs AW vs OWT vs WIR vs YORW
{Mar G2, 2012 T0 Mar 28, 2013)

- K 2EY

ABTHA 15Y

YORW 11%

-~ OWT 137

Source: Baseline SPX-S&P 500 Index; ARTNA-Artesian Resources; AWK-American Water Works; CWT-California Water
Service Group; WITR-Aqua America; YORW-The York Water Company **Note: It is not possible to invest directly in an indox**
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COMMENTARY AND OUTLOOK

A secondary offering from CWT weighed on performance of our coverage group in March, but on
average, we are impressed with price performance of our companies during what has been an uneventful
late-March/early-April for our names. March 31 marked quarter-end for each of our companics, and
despite working through (4 earnings rcleases just ~1 month ago, Q1 earnings season will be upon us
once again in early-May. The first quarter (January-March) is typically the least weather sensitive period
for the industry, and we expect most conversations to center on company-specific items and outlooks.

Turning our attention toward the now in-progress Q2/Q3 summer period, we remind investors of the
highly publicized drought that impacted the US in 2012. Among our covered names, we believe
American Water Works and Aqua America were most affected, with the companies logging Q2’12 EPS
benefit from weather of approximately $0.06-$0.09 and $0.01-$0.02, respectively. We also believe
weather boosted EPS for AWK in (33712 as well, but to a lesser extent. Difficult comps this year are not
a major concermn given our long-term bull case for the water utilities; however, should an exceptionally
wet summer materialize, we believe it could give pause to the industry rally that has been generally intact
since November of last year.

As noted carlier, news flow in the industry has been slow over the past few weeks (a reversal from most
of the first quarter), though we do identify a few items worth mentioning. On March 28, WTR updated
investors on the progress of its Florida asset sales. To-date, roughly 2/3 of Aqua’s systems have been
divested in the Sunshine State, and the remaining ~1/3 is expected to be shed by the end of Q3. This is a
delay relative to the initial goal of full-divestiture by the end of March, but in total we are okay with sale
prices thus far and do not believe the delay poses much risk from a capital allocation and/or cash flow
perspective. Additionally, at a somewhat rare analyst event for AWK, we met new CFO Susan Story at a
special reception scheduled to introduce her to members of the financial community. Though just a few
weeks on the job, we believe Ms. Story is meshing well with in-place AWK management and will prove
to be a good long-term hire.

To briefly revisit our long-term investment thesis for the water utility industry, we believe infrastructure
investment opportunity, which leads to incremental revenue generation via higher customer rates, remains
a major investable theme. Based on qualitative conversations, we believe the regulatory climate remains
sufficiently positive ot a macro basis to support earnings growth, and we are encouraged by the
proliferation of surcharges. Additionally, we belicve acquisitions can continue to bolster growth for our
covered names, and the robust activity thus far in 2013 is encouraging, in our view. Tuck-ins can both
increase customer counts/fixed charges and provide additional capital investment opportunities.
Furthermore, we are becoming incrementally more bullish on non-regulated opportunities, which include
service line protection programs and water supply for oil and gas drilling.

We are maintaining our market-weight allocation recommendation for the water utility industry as we
move through March. We are comfortable with average valuation levels, but await a more compelling
entry point for much of the industry. We are inclined to hold exposures stable until identifving a more
compelling industry-wide catalyst. For new positions, our favorite name at current prices is American
Water Works. Difficult comps in 2013 have the potential to weigh on conversations throughout the
summer; however, we believe multiple expansion along earnings and dividend growth can contribute to
total return in AWK from current levels.
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RECENT EVENTS-Hilliard Lyons Coverage Universe

*For earnings announcements, quarterly results and rating actions, please consult our most recently
published notes, Dividend announcements outside of raises omitted®

American Water Works (AWK - $41.56, Buy, $45 TP) 4/8/13—American Water Works hosted an
cvent with financial analysts to introduce their new CFO, Susan Story. Ms. Story joined the company on
April 1 with over 30 years of utility experience, most recently as an executive vice president at Southern
Company (SO--547.36).

Aqua America, Inc. (WTR - $32.39, Buy, $33 TP) 3/28/13— Aqua issued a press release updating the
progress of its Florida asset sales. In three separate transactions closed to-date, WTR has divested ~65%
of its customers in Florida for a combined sale price of ~$52.9MM. The company expects to close on the
sale of its remaining systems during the second or third quarter.

American Water Works (AWK - $41.56, Buy, $45 TP) 3/25/13—American Water Works® President
and CEO Jeff Sturba appeared on CNBC’s Mad Money w/ Jim Cramer., The two parties discussed
AWK’s 7-10% ecarnings growth target, the core regulated infrastructure-based segment, several
complimentary non-regulated business lines, and how AWK fits into the municipal-dominated landscape
of water and wastewater service.

California Water Service Group (CWT - $19.41, Neutral} 3/20/13—Company priced its previously-
announced SMM share (with underwriter option for an additional 750k) equity secondary at $19.25/share.

American Water Works (AWK - $41,56, Buy, $45 TP) 3/13/13—American Water Works announced
two tuck-in acquisitions in Northeast PA. For a combined purchase price of ~$1.65MM, AWK acquired
separate systems serving ~1,200 and ~500 residents, which are both located in close proximity to
American’s existing assets in the area. The company has plans to make capital investment into the
acquired assets.

York Water Company (YORW - $18.19, Neutral} 3/12/13—York announced a 1.2MM share
repurchase authorization in conjunction with releasing Q4’12 results. This represents roughly 9% of
shares outstanding as of year-end.

PRECIPITATION DATA

Continuing a trend from February, Texas appears to have shown the steepest decline in yr/yr precipitation
in March among our important territories (Exhibit 9). Absent a couple of outliers, the balance of our
covered states appeared to receive precipitation similar to one year ago.

Overall, as we look at full-Ql (January-March) data, we are generally pleased to see precipitation
throughout the Midwest and most of the South from the perspective of combating longer term drought
conditions that can have hydrological and ecological impacts on an area. Typically we prefer lesser
precipitation as it bolsters consumption and revenue for our utilities; however, winter consumption (Q1
especially} is usually less sensitive to weather as outdoor activities are naturally curtailed. Furthermore,
we remind investors that MO was one of the hardest hit states by the drought of 2012,
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Current drought conditions (Exhibit 10) and the forward drought outlook (Exhibit 11) both improved
noticeably over the past ~1 month. As we sit early in the second quarter, we believe our water utilities are
in great shape to avoid usage restrictions through at least Q2; with average spring rainfall, we believe they
should be well-positioned for Q3 as well. Most encouraging over the past several months, in our view, is
the relief of drought conditions in Missouri and Illinois, while on the negative side, conditions remain
mixed in Texas and abnormally dry conditions have recently cropped up in Pennsylvania. Drought
conditions persist throughout much of the US west of the Mississippi River, but these states (with the
exception of Texas) hold lesser importance for our investment purposes.

Our granular totals (Charts, pages 15-17) include each month of Q1, the recently-completed quarter for
which our companies will report results in the late-April thru early-May timeframe. We expect discussion
of our tables to take on greater important with our May--Utilities Monthly as we digest the first
comparisons with the drought impacted Q2°12.

Exhibit 9
Precipitation by State—Months of Q1’12 versus Months of Q1°13

March 2012 Statewide Ranks March 2013 Statewide Ranks

National Ciimatic Data Center/NESDIS/NOAA National Giimatic Data CenterINESDISNOAA
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Exhibit 10
US Drought Conditions—Cuarrent versus ~1 Month Ago
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Exhibit 11
US Drought Outlook—Current versus ~1 Month Ago
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RAW PRECIPITATION TOTALS (SELECT LOCATIONS)

January (menth #1 of Q1) 2011-2013

*Note: Data is color coded by company affected: AWK, WTR, AWK & WTR, ARTNA, YORW, A
date in the ‘Days of Precip’ column means data is not yet available; inches of snow are counted on a 1:1
basis and may skew yr/yr comps. Data from NOAA Satellite and Information Service.

Jan *13
Days ef Total Confinuous Temp. rarge  Saturday Sundzy  Tot. Weekeads Saturday Sunday Tol. Weckends
Company State City Staticn Precip. Inches  Precip. Days Avg, hiflo °F Precip. Days Precip, Days  w/Precip.  Precip. In. Precip. kn. w/ Precip. Ta,
AWKWTR NJ New Brupswick 3 ST 9 365 7 41.8/26.1 2 ¢ Q 1.46 4.00 146
AWK A McKees {Pithal) McKeesport 3 49.97 9 40.2/23.8 3 2 2 5.68 .40 6.08
AWK MOAL St Lowis St Louis Sef Ctr 8 3.49 4 444272 0 2 0 0.0¢ 1.20 1.20
AWK N Indianapolis Indy SE Side 11 7.36 g 373199 2 ! 1 pRI] 244 347
AWK WY Charleston WSFQ 15 7.00 14 44.2/25.6 2 0 0 1.49 0.00 1.49
AWKWIR PA Philadelphia Philly Frank inst 11 637 5 42.5/31.0 2 )i 0 259 0.07 2.66
AWRAYTR PA Witllamsport Williamsport 2 11 9.66 8 0 ) Q .00 .00 0.00
WTR GH Cleveland Chippewa Lake 13 7.43 tt 2 1 1 269 .03 in
WIR NC Charlotie Concord 10 4.4 3 1 1 8 012 02 0.14
WTR NC  Raleigh Ralelizh St Univ R 3.07 4 . [& 0 8 DACY 0.08 000
WIR X Dallas/Tt, Wortht FL Wenth WSFO 7 4.23 3 S8.5:38.0 1 0 o .03 000 053
WTR TX  Houston NWS0 12 5.37 0 G414450 2 i H .80 (.33 138
WIR L Kandkakes Kkee- WW hletra 18 3.92 & a 1 o 0.00 .60 0.60
WTR 39 Ouala Qe 5 .34 3 1 1 i 0oy 0.02 Il
ARTNA DE MNewark Wilmingten Pout " s & 9 2 0 a.00 098 0.98
ARTNSA PE New Castle Co - Bear 2 | 4/12/2013 Q.00
~ARTNA MD Safisbury(~S.DE) Salishury 2N 16 473 13 48.8/30.7 2 2 1 | RE 0.03 1.03
YORW PA York York Haven 13 532 9 wa 2 1 1 O8RS 403 .88
Jun '12
Days of Total  Continueus Temp. range  Saturday Sundsy  Tot, Weekends Saturday  Sunday Tot. Weekends
Coampanry State City Station Precip, Tnches  Precip. Days Avg. hi/lo °F Precip, Days Precip. Days  w/Precip.  Precip. In. Precip. In.w/ Precip, Ia.
AWKMWTR NI New Brusswick 3 SE 2 6.60 0 44.5/24.9 3 1 1 g 8.98 4.08
AWK PA MeKees (Pitbgh) MeKeesport s 5.3 i4 418223 3 1 1 0.9% 1.65 2.63
AWR MOAL St Lowis St Louis Sei Ctr 9 546 6 46.8/28.3 1 o 0 0.18 0.00 0.10
AWK ™ Indianapolis indy 5§ Side 13 4.99 12 3 4 [J 0.34 0.00 034
AWK WV Charleston WEFO I8 7.60 i3 A 3 2 2 148 .11 1.29
AWK/WIR PA Philadeiphia Thilly Frank Inst 8 438 [ 45.1730.1 0 i 0 500 0.4 G.00
AWRAYTR PA Williamspont Willtamsport 2 15 9.87 14 40.20232 2 3 2 459 108 5.65
WIR (921} Cleveland Chippewa Lake 17 19.13 17 260285 3 i i 6.86 a4 6.88
WTR NC  Cherlotte Concord 0 2.58 8 / 1 1 i (.45 .24 169
WIR NC Ralelgh Raletgh §¢ Univ 10 252 3} 2 1 i 0.R1 [N Q.98
WTR TX DallasFs. Worh TL Worth WSFO 6 6.0 G I\ 1 Q 060 005 .05
WTR > Houston NWSG 4 ¢33 4 i 2 i) 0.02 19 .23
WTR H. Kumkakoo Kkee--WW Metro 9 1272 3 2 ) ] 0,06 9.00 6410
WTR FL Ceala Qealn 6 0.77 4 0 1 4] 0.0 nol [IX1)3
ARTNA DE Newark Wilmingon Port 1 kR .} 7 ! 1 4 1.00 nos 105
ARTNA DE  NewCastleCo Boar2 1 534 7 46 41274 1 1 0 2.88 0.0 290
~ARTNA MD  Salisbury(~S.DE) Salishury 2N data not available
VORW PA Yok York Haven 9 578 4 na 1 ) o 328 0.00 325
Jan 11
Days of Total Continuous Temip, range  Saterday Sunduy  Fof. Weckerds Saturday  Sunrdsy Tet. Weekends
Company State City Station Precip. lockes  Procip, Days Avg, ki/to °F Previp, Days Precip. Days  w/Precip.  Precip. In. Precip. 10w/ Precip. In.
AWKMWTR NI New Bamswick 35T i3 24.91 11 0.0/17.9 2 3 2 .67 148 2.15
AWK PA McKees (Pithgh) McKcespor i5 7.8t 15 2221167 4 i 1 0.26 D.47 0.76
AWK MOAL 5t Louis St Loufs 8¢l Cir 10 1192 7 36.2721.8 i 0 Q .19 6.66 6.19
AWK N Indy Tndy SE Side 9 13 6 29.2/152 2 0 0 244 600 2.44
AWR/WTR PA Philadeiphia Chilly Frank Tnst 12 27.00 9 36.1/258.5 2 2 1 1.05 al4 119
AWK/WTR LA Walismsport Willinmspor 2 32 14.36 10 320174 2 1 a 215 0.01 276
WTR [9)34 Cleveland Chippewa Lake 14 16.30 14 2834138 3 3 2 132 1R 250
WTR NC  Charlotte Concord 7 4 4 0 0 1 0 000 840 0.0
WITR NC Raletgh Raleigh St Univ 7 & 47, 7 4 1 4] 0.00 022 0,22
WTR TX Daltas/FL Worth Tt Worth WSFO 3 2 5200326 H 1 b 004 LREY 0.20
WTR TX  Housum NWSO 12 9 63.1:41.3 1 3 1 0.81 159 160
WTR H Kankakec Khee-WW Mstro 13 i3l / 3 ] ! 173 0.23 1.96
WIR FL Ocala Ocala & 8 1 0 ] .03 200 003
ARTNA DE Newark Wilmington Part 11 9 1 1 ] 275 313 2.3%
ARTNA DE New Castle Co Bear 2 12 10 1 1 4] .54 ¢12 G4.66
~ARTNA MD Salsbury {~5. DE) Salsbury 11 9 41 1253 ! 1 0 0.22 .30 0.52
YORW PA York York laven 9 4 wla 0 2 G 0.0 138 138
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February (month #2 of Q1) 2011-2013

*Note: Data is color coded by company affected: AWK, WTR, AWK & WTR, ARTNA, YORW. A
date in the ‘Days of Precip’ column means data is not yet available; inches of snow are counted on a 1:1
basis and may skew yrfyr comps. Data from NOAA Satellite and Information Service.

Feb '13
Days of Total  Continuous Temp. range  Saturday Sunday Full Whkends  Saturday  Sundsy Tel. Weekends
Company State City Statien Prectp, Inches  Precip. Days Avg hidle °F Precip. Days Precip. Days  w/Preeip,  Precip. In. Preeip. In. w Precip, n,
AWKAWTR Ny New Brunswick 3 SE 13 1218 8 40.5/23.7 3 2 i 9.37 042 978
AWK PA MeKees (Pithahl McKeespod 17 R.41 13 3847202 3 2 H 1.89 295 4.04
AWK MOAL 8t Louls St. Louts Sei Cir 8 .87 3 3} 2 @ 0.60 3.37 237
AWK N Indianapolis Indy SE Side 8 3 1 B 8 136 0.08 136
AWK WY Charleston WSO 17 13 3 2 H 0.53 398 443
AWK/WTR PA  Philadelphia Philly Frank Lnst 1 6 3 2 H 082 .63 145
AWK/WIR PA Wi Williamsport 2 13 9 2 i 1 0.13 0.22 ¢35
WTR OH  Cle Chippewa Lake 17 17 3 2 1 o.17 620 £.37
WTR NC Charlowe Concord 12 a9 534282 2 2 2 033 1.28 LR
WIR NC Raleigh Raleigh St Univ 1 7 5344328 Q 2 0 apu 122 122
WIR TX DallasiFt, Worth  Fr. Worth WSFO 7 3 62.1/40,4 o] i o .00 1us 1.05
WTR T Houston NWS0 il |3 68.2148.7 Y 2 4 .00 8.1 011
WIR L Kankakee Kkee--WW Metro H o .5 9 0 0 .00 0.80 0.00
WITR TL Ocala Ocaka 9 8 75.0/48.0 { Q0 0 0.00 0.60 0,00
ARTNA pE Newark Wilmington Port 9 3 39.3/26.6 z 4 0 03 e Q.13
ARTNA DE New Castle Co Bear 2 4/12/2013
-ARTNA MD Salisbury(~S.DE) Salisbory 2N 18 .64 16 50.0:20.9 3 2 2 0.51 0.60 1LH
YORW PA York York Haven 11 350 4 a 2 1 0.70 0.46 116
Feb 12
Pays of Total  Continuous Temp. range  Saturday Sunday Full Wkends  Saturday  Sunday Tot. Weekends
Company State City Statlon Precip. Inches  Preeip, Days Avg, hiflo °F Preeip, Days Precip. Days  w/Precip.  Precip. In. Precip. In. w/ Precip. In.
AWK/MWTR Nl New Brunswick 3 8E 9 172 4 $9/27.8 2 2 1 0.71 0.03 0.74
AWK ra McKcees (Pithgh) MoKeesport 14 1.19 9 4471269 2 2 l 811 9.26 0.37
AWK MOML St Louis st. Louis Sci Ctr 9 2.56 4 49.5/32.8 H 1 1 1.04 .06 110
AWK IN Indianapolis Indy SE Side Hd 220 4 42.8/25.7 2 ! 1 13 .07 8.20
AWK WV Charleston WSFQ i5 521 11 48.6/27.8 2 2 1 228 086 3.14
AWK/WTR PA Thiladelphia Philly Frank hiat ] 113 4 4851347 2 1 1 032 410 042
AWK/WTR PA Williamsport Withiamnsport 2 10 5.89 7 2 o 0 2.6% Q.00 269
WTR OH  Clevetand Chippewa Lake 16 437 13 3 3 3 2.14 122 336
WTR NC Charlene Concord 7 2.86 [0 1 1 a 018 098 116
WIR NC Radvizh Raleigh St Unty K 2.81 a i 1 0 022 0,97 119
WTR TX  DallasTt Worth P Worth WSFO 9 276 8 i 1 0 1.67 0.43 2,10
WTR TX  Houswn NWSO i6 574 13 3 2 1 3.53 .19 372
WTR |1 Kankakee Kiee--WW Metro 9 344 2 i 1+ it 0.74 4.00 874
WTR T Oeali Ocala i 482 9 2 2 1 32 48 4.80
ARTNA Dr Newark Wilinington Port 7 2.60 o 2 ¢ { 0.65 .00 .65
ARTNA DE New Castic Co . Bear 2 7 4.1% 2 2 13 {0 232 6.00 2.38
~ARTNA MD Salisbury(~S.DE) Salisbury 2N 1 5.84 i3 4 2 2 0.3y 0.99 38
YORW PA York York Haven 7 23¢ 4 2 1 1 0.45 Q03 0.48%
Feh 11
Days af Total  Centinuaeus Temp. range Saturday Sunday Foll Wkends  Suturday  Sundey Tet, Weekendy
Company State ity Station Prerip. Inches  Precip. Bays Avy. hiflo °F Precip. Days Preeip. Days  wiPreeip,  Precip, In. Precip, I, w/ Precip. In.
AWKMWTR NI New Brunswick 3 SL 9 4.6% 5 4447221 ! 1 a 0.59 0.26 85
AWK PA  MueKees {Pitbgh) McKeesport I8 9.37 g 84/13.0 1 2 ) 0.63 B.06 014
AWK MOML St Louis St. Louis Sej Cr 7 9.70 3 ATA/304 1 0 0 443 6.00 4.43
AWK ™ Tndy Indy BE Side 10 1126 10 38.6/22.9 1 2 1 168 333 429
AWR/WTR PA Philadelpbia Thilly Frank Inst 9 6.65 [4 452/30.2 2 1 1 031 {81 0.47
AWK/WTR PA  Willlamsport Williamspart 2 10 15.76 & 40,3720 1 1 1 0 0.20 8.310 036
WIR GH  Cioveland Ciipprwa Lake 12 24.49 8 349174 2 1 [ 236 221 4.37
WTR NC  Charlotte Concord 5 228 2 977338 1 2 8 1,60 0.00 1.60
WTR NC Ralvigh Ralelah St Univ 4 141 [ 60.3:34.4 o 1 [ 4,00 0.94 0.94
WTR TX  DallasTL Worth Tt Werth WSFO 9 6,32 4 GO.8737.9 [ 2 0 .00 013 013
WTR > Houston NWSO 4 1.56 1} 6477440 0 2 Lt} 0.00 0.00 0.0
WTR I Kankakee Khee--WW Meuo 9 1545 8 3235072 o 0 1 0.60 040 0408
WTR FL Qeala Ocala 7 T8 4 T5.6049.9 2 0 [t} 0.06 .08 u.06
ARTNA DE Newark Wilmimton Porl 9 2.64 5 ] 1 [} {0.25 0.01 026
ARTNA DE New Castle Co Bear2 10 783 6 1 0 9 Q.20 00 6.20
~ARTNA MD  Salsbury {~-S. DT} Salsbury 12 293 9 3 0 1] .06 040 0.06
YORW PA Yeork York Haven 0 853 8 s 1 i 032 032 0,84
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March (month #3 of Q1) 2011-2013

*Note: Data is color coded by company affected: AWK, WTR, AWK & WTR, ARTNA, YORW, A
date in the ‘Days of Precip’ column means data is not yet available; inches of snow are counted on a 1:1
basis and may skew yr/yr comps. Data from NOAA Satellite and Information Service.

Mar *13
Duys of Totat  Continzous Temp. yange Saturday Sunday  Tol Weekends Saturday  Sunday Tol Weekends
Company State City Station Precip, fnches  Precip. Days Axg. hifto °F Precip. Days Precip. Drys  w/Preeip.  Precip. In. Precip. In. w/ Precip. In.
AWK/WTR NI New Bomswick 3 SE 4/12/2013
AWK PA MeKees (Pithgh) McKeespor 16 848 14 43.6/27.3 2 1 1 0,39 .53 092
AWK MO/ML St Louls St Lowts Sei Cir 4/12/2013
AWK N Indisnapoiis Indy SE Side Q 1242 7 41.5725.1 1 0 ] 0.02 000 oLz
AWK Wy Charieston WEFQ 4/12/2613
AWK/WTR PA Philadciphia Philly Frank Inst 1 ERE( 10 48.3734.5 1] 1 4] .00 .20 0,20
AWK/WTR PA Willimmsport Williamsport 2 4/12/2613
WTR OH  Clevelamd Chippewn Lake 11 B U7 1 2 H i 122 1.05 227
WTR NC Charlotte Concord 7 330 4 3 2 H 4.03 Q.55 33
WIR NC Raleigh Raleigh St Univ 4/12/2613
WITR ™ Dallas/Ft. Worth  Tr Worth WSTFO N 170 3 67.1/45 2 3 1 1 1.64 [t L8
WIR ¢ Houston NWSD 4/12/2013
WTR 1L Kankakee Kiee--WW Metro 8 228 3 39.8:24.7 0 @ G 0.00 0.0 0.00
WTR TL Quala Ocila [ 081 4 7450437 1 H 1 0.09 0.24 0.33
ARTNA DE Newark Witmington Fort  4/12/2013
ARTNA DE  NewCastle Co BearZ 4/12/2013
~ARTNA MD  Salisbury{~S.DE) Salishury IN 4/1272013
YORW PA York York Haven 4/12/2013
Mar 12
Days of Total  Coatinous Temp. range  Saturday Sunday  Tel. Weekeads Saturday  Sunday Tot. Weekends]
Company State City Station Precip. Inches  Precip, Days Avp. hiflu °F Preclp, Days Precip. Days  w/Precip.  Precip. In. Precip. I, w/ Precip, In,
AWKSWITR NJ New Brunswick 3 SE 12 .02 G 59.9/38.6 3 2 1 0.94 o1l 1.0%
AWK PA McKees (Pithgh) McKeesporl 15 4.51 12 65.6/37.5 4 H { 062 .25 0.87
AWK MOAL  §u Louis 51. Louis Seci Ctr 0 308 7 68.2/48.1 i 1 0 0.64 1.45 09
AWK IN Indianapoiis Endy ST Side 12 4.0} 18 £5.6/43.0 3 1 G 236 0.21 247
AWK WV Charlesion WEFO i3 7.53 7 68.3/41.2 3 2 1 180 036 216
AWK/WTR PA Philadelphia Philly Frank Tnat & 207 4] 60.9/42.8 2 } 4 .70 0.12 882
AWK/WTR PA  Willfmnspor Wiltliamspor 2 12 147 8 61,7309 3 i 1 0.39 0.1 0.50
WTR o1 Cleveland Chippewa Take 13 6.64 b3 60.027 2 3 2 1 117 6.12 129
WIR NG Charoue Concord i1 260 6 FERI T 4 i 1 205 8,08 213
WTR NC Raleigh St Univ H 6.19 9 7247485 3 3 Ki 194 1.1 3.05
WIR ™ y Fi. Woith WSTFD 9 552 8 73975413 2 I 1 109 6.22 131
WTR TX  Houston NWSGQ HYy 532 7 3/50.3 2 ! 1 1.0 693 1.96
WTR mn Kankakee Kkee--WW Metro 9 1.80 4 9423 H t 1} 0.63 013 0,76
WIR L Ocala Ocala 7 1.99 3 83.1/50.7 ¢] 3 a 0.08 4,94 4,94
ARTNA DE Newark Wikuinyton Port 8 123 5 60.5/40.8 3 1 1 .06 0.02 068
ARTNA DE New Castle Co Bear 2 7 .79 3 6156406 3 ¢ n .56 B.00 .36
~ARTNA MD  Salishuryt-8.DE} Salisbury 2N HY 2.3 5 wa 3 2 2 HLE3| 0.03 1.04
YORW PA York York Haven HY 2.94 7 wa 3 1 1 0.38% a7 112
Mar '11
Days of Tatal  Continuous Temp. range Saturday Sunday  Tot. Weekends Safurdsy  Sunday Tot. Werkesndsy
Company State City Station Precip. Inches  Precip. Bays Avg. hiflo °F Precip. Pays Precip. Days  w/Precip,  Precip. In, Precip. In. w/ Precip. In,
AWKWTR Ny New Brunswick 3 ST 10 7.19 6 518315 0 i3 Q 2.00 0.00 006
AWK PA MckKees (Pithgh) MeKeesport 14 2.52 11 50.6/29 2 1 1 030 .14 0.24
AWK MO/l St Louis St Louis Sei Cir 13 736 12 54.8228.7 3 3 2 113 1.02 215
AWK iN Indy Indy SE Side 12 4.00 o 58.7/31.4 2 1 1 250 010 2,66
AWK/WTIR A Philedelphia Philly Frank Inst 9 4.57 7 52.9/36.2 o 1 aQ (.60 0.20 0.26
AWRK/WTR Pa Willlumsport Wiiliamsport 2 12 8.1 H 46.0/29.1 i 1 1 0.81 7.33 134
WIR o Cleveland Chippewa Like 13 1118 O 45.0/25.0 2 1 ! .93 1.86 279
WITR NC Chalotte Concord ] 4.30 G 64.8/40.6 5] 2 b 0.80 1.21 121
WTR NC  Raleigh Raletgh St Univ 10 £.70 8 6240412 0 2 0 4,60 044 .44
WTR TX  DallasFe. Worth ¥t Worth WSFQ ! 008 ¢ 72.5749.8 0 0 Q .60 0.0 .00
WIR X Houston NWSO 5 1.96 2 47557 i Q 0 .85 .00 .83
WTR . Kankakee Khee--WW Metro ] 1.36 7 47.5/29.7 0 0 i 0.80 000 046
WIR FL Ocala Ocsla & 3.98 4 208328 1 [ [} 0,05 000 008
ARTNA DE Newark Wilmington Pont 9 4,88 & 490.7/33.4 0 i g 0.60 1.2% 129
ARTNA DE  NewCastleCo Dear2 W 447 8 52.1/32.3 o 1 a .60 37 137
~ARTNA MD  Salsbury {~5. DY) Salshury 13 6.67 4 575261 ] 2 3] .01 3.68 368
YORW PA York York ITaven 13 6.02 I3t nfa 1 1 ] .62 &1 0.21
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HILLIARD LYONS WATER UTILITY COVERAGE LIST COMPARABLES

Actual // Estimare

Revenue Mkt LTD/ 5-Yr 3-Yr Curr Div. Short
Price Target TT™M Cap Price/  Cap. EPS P/E Avg  AvgEPS| EV/ DHv. | Payout | Interest  30-day
Company Ticker 15-Apr13| Price Rating | ($MM's)  (3MM)  Book %) | FY'12 FY'13E FY'I4E| FY'12 FY'I3E FY'I4E| P/E Growth [EBITDA] Yid. Ye) Ratio  Avg Vol
American Water Works AWK $ 4123 |8 45  Buy 28769 73231  1.6x 5401 $211  $2.24 3240 | 19.6x  184x  17.2x | 18.7x 22% 97x | 24% | 45 0.4% B16.822|
Agqua America WTR § 32203 33 Buy 7705 45192 34x 33.0| $132 $L42 $147 | 243x  227x 219x | 23.6x 10% 15.5x | 2.2% 62 2.3% 661,236
Artesian Resources ARTNA § 2197 - Neutral 70.6 1700 1.7x 470 $1.13  $2.77 $1.24 | 194x 189x  17.7x | 19.4x 2% 93x | 3.7% 70 1,6% 13,80t
Califomia Water Sve Grp CWT § 1941 - Neutral 560.0 9105 1.7x 48.0| 31.01 g§n&2 $L.05 | 18.1x 238x 18.5x | 20.3x -1% 9.8 | 3.3% 63 1.6% 463,059
York Water Company YORW 3§ 1819 - Neutral 41.4 2355 24x 460 $0.72 g078 $0.88 | 25.0x  233x 20.6x | 23.6x 2% 12.5% | 3.0% 76 1.5% 18.652
Averages: 2.2x 45.6 215%  214x 19.2x 21.1x 7.0% 114 | 2.9% 63 1.5%
Source: Company reports, Baseline, and Hilliard Lyons estimates
WATER UTILITY INDUSTRY COMPARABLES
Actual [/ Estimate
Revenue Mkt LT/ 5-Yr 3-Yr TT™ Curr Div. | Short
Price TIM Cap Price/ Cap. Consensus EPS Consensus P/ E Avg AvgEPS|EBITDA EV/ Div. | Payout|Interest  30-day
Company Ticker  15-Apr-13| (SMM) (SMM) Book (%) | FY'12 FY'I3E FY'14E| FY'12 FY'I3E FY'4E| P/E  Growth | Share EBITDA| Yid (%) } Ratio  Ave Vol
American States AWR § 3388 4660 10379 23x 4208282 S27¢ $277 | 190x  199x  195x [ 193x  20% $8.12  B.6x 2.6% 48 | 2.2% 133,391
Amerlesn Water Works . AWK $ 412328769 . 732301 CL6x |- 54082120 8222 ¢ §237 | 194x. 18.6x  174x. 187x . 22% | $74T 0 97k 2.4% 45 | 04w sl
Aquadmedica. ' | WIR | $. 3220 7705, 45192 34x . 330 | $1.09 5138 $L47 | 295x. 233x,0 21.9x[23.6x . 10%. | 82.85. . 155x .| 22% | 62| 23% . e61236
Astesian Rosources ARTNA, 5 ' 21971 706  “170.0 - 17x 470 SL14° §LJ7 $727 [/ 193x  188x 173x | 19d4x . 2% | $384. 93x |'37% | 70 | 1% usel
California Water Sve Grp CCWT - § 0 1941 | - 5600 8105 1.7x - 48.0 [ $1.00 - 2092 - $1.13 |. 19.4x 0210k 17.2x |203x 0 -1%0 83260 T 9.8x | 33% 163 | 1% 465,059
Connecticut Water Service CTWS § 2781 85.9 3050 19x  45.0| $1.47 §i43 8156 | 189x  19.4x  I17.8x | 21.0x 8% $3.86 112x | 3.5% 66 1.3% 40,336
Consolidated Water CWCo § 921 65.5 1344 10x 40| 3064 3043 3055 H4x 24x 16.7x | 213x -22% £1.26 S4x 33% 45 15% 60,817
Middlesex Water MSEX § 1876 110.4 2967  1.6x 420 $0.89 F097 5698 [ 21.1x  193x  19.1x | 20.3x 1% $2.48 11.9x | 4.0% 84 1.6% 33,138
SIWCorp, SJw 8 2377 2615 5159 18x 550 $1.18 8133 8150 | 21.8x  194x  17.2x | 253x 8% | 8462  97x | 28% | 60 [ L1% 48,632
York Water Co. - YORW .§ 18.19 G414 2355 24x 460 ['$0.720 $0.77 3085 |:253x 7 23.6x . 214x [ 236x . 2% | $1.95 12.5% | 3.0% 76 | 1.5% 18,652
Averages: 2.0x 48.4 21.5% 20.4x 18.8x 21.3x 8.0% 10,93 3.1% | 63.8 1.5%
Source: Company reporis and Baseline *4ll Averages Ex-CWCO
Hilliard Lyons Equity Research 18 Utilities
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GLOSSARY

allowed rate of return- the rate of return a regulatory commission allows on rate base in establishing just
and reasonable rates for a utility; if is usually based on the composite cost of financing rate base from
debt, preferred stock, and common equity

decoupling- breaks the link between eamings and revenues, allowing utilities to encourage conscrvation
without being penalized from lower usage

DSIC- Distribution System Improvement Charge, infrastructure surcharge allowed in some states (incl.
DE, IN, NY, & PA) that allows a portion of costs to be inchuded in rates until a decision is rendered from
regulators for a rate case

Bef- one billion cubic feet

Dekatherm- (Dth) unit of heating value equivalent to 10 therms or 1,000,000 Btu’s

desalination- removes salt and particulates from seawater, making it potable

heating degree day- based on extent to which the daily mean temperature falls below a reference
temperature, usually 65°F

1ISM- Infrastructure Investment Surcharge Mechanism, similar to DSIC in CA
LDC- local distribution company

MCBA- Modified Cost Balancing Account, tracks cost changes such as those for supply mix variations
for later recovery or refund in rates and includes all wholesale costs, making balancing accounts more
equitable in regards to changes in prices for purchased water, pump taxes, and mix for supply sources in
California

Mcf- one thousand cubic feet
MMecf- one mililion cubic feet

peak-shaving- using sources of energy such as natural gas from storage to supplement the normal
amounts delivered to customers during peak-use periods; using these supplemental sources prevents
pipelines from having to expand their delivery facilities just to accommodate short periods of extremely
high demand

QIPS- Qualifying [nfrastructure Plant Surcharge in IL, similar to DSIC

rate base- the value established by a regulatory authority upon which a utility is permitted to eam a
specified rate of return, generally representing the amount of property used in public service; the
investment included in rate base may be based on fair value, investment, reproduction cost, or original
cost; the rate base may provide for the inclusion of working capital with allowances for working capital,
materials and supplies

Hilliard Lyons Equity Research 19 Utilities
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reverse osmosis- moves seawater through a series of filtering membranes with pores that let water
molecules permeate, but not salt and poliutants

therm- unit of heating equivalent to 100,000 Btu’s
WNA- weather normalization adjustment, the rate adjustment approved by certain regulatory
commissions that allow a company to increase the base rate portion of customers’ bills when weather is
warmer than normal and decrcase the base rate when weather is colder than normal
WRAM- Water Revenue Adjustment Mechanism, decouples water sales from revenues in CA
**Adjective Scale Used in Text**
Least Intense Negligible/Immaterial

Slight

Mild/ Minor

Modest

Moderate
Most Intense Major/Scvere

Additional information is available upon request.

Prices and all price sensitive data as of Monday, April 15, 2013, close
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RECENTLY PUBLISHED RESEARCH (listed chronologically)

California Water Service Group (CWT - $19.41, Neutral) 3/22/13: 2013 Earnings Guidance; Secondary
Equity Offering; Lowering Estimates.

Artesian Resources Corp. (ARTNA - $21.97, Neutral} 3/14/13: Mixed Q4 Caps Very Strong Full Year at
ARTNA.

York Water Group (YORW - $18.19, Neutral) 3/14/13: Q4’12 Results for YORW.

Chesapeake Utilities Corp. (CPK - $48.47, Buy, $56 TP) 3/8/13: Strong Q4’12 Results for CPK; Thesis
Intact; Raising Price Target by $6 to $56.

Piedmont Natural Gas Co. {PNY - $33.19, Long-term Buy, $36 TP) 3/7/13: Solid Fiscal Q1 Results for
PNY; Raising Price Target by §! to $36.

Northwest Natural Gas Co. (NWN - §43.97, Neutral) 3/4/13; Q4’12 Below Expectations; Weak 2013
Guidance; Outlook May Be Bottoming.

South Jersey Industries (SI1 - $57.84, Neutral} 3/1/13: Q412 Miss for SII; ITCs Down; Operations Up.

American Water Works Co. (AWK - $41.56, Buy, $45 TP) 2/27/13: Rare Q4’12 Misstep for AWK;
Thesis Intact; Maintaining Estimates and Price Target.

Agqua America (WTR - $32.39, Buy, $33 TP) 2/26/13: Q4712 Results for WTR; Raising Rating to Buy
from Long-term Buy and Price Target by $2 to $33.

Laclede Group, Inc. (LG - $44.15, Neutral) 2/22/13: Initiating Coverage of LG with a Neutral Rating.

WGL Holdings, Inc. (WGL - $43.56, Long-term Buy, $45 TP) 2/8/13: Fiscal Q1 Results for WGL;
Extending price Target by $3 to $45.

Atmos Energy Corp. (ATO - $42.29, Long-term Buy, $43 TP) 2/7/13: Fiscal Q1’13 Results for ATO;
Raising Price Target by $4 to $43.

" New Jersey Resources Corp. (NJR - $44.91, Neutral) 2/7/13: Fiscal Q1’13 Results.

Hilliard Lyons Equity Research 21 Utilities
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Analyst Certifications

I, Spencer E. Joyce, hereby certify that the views expressed in this research report accurately reflect my
personal views about the subject company(ies) and its (their) securities. T also certify that T have not
been, am not, and will not be receiving direct or indirect compensation in exchange for expressing the
specific recommendation(s) in this report.

Important Disclosures

Hilliard Lyons’ analysts receive bonus compensation based on Hilliard Lyoens’ profitability. They do not
receive direct payments from investment banking activity.

Hilliard Lyons acted as a manager or co-manager of an offering of securities of California Water Service
Group in the past 12 months.

Hilliard Lyons expects to receive investment banking compensation from California Water Service Group
in the coming 3 months.

Definitions of Ratings: Buy - We believe the stock has significant total return potential in the coming 12
months. Leng-term Buy - We believe the stock is an above average holding 1n its sector, and expect
solid returns to be realized over a longer time frame than our Buy rated issues. Neutral - We believe the
stock is an average holding in its sector, is currently fully valued, and may be used as a source of funds if
better opportunities arise. Underperform - We believe the stock is vulnerable to a price decline in the
next 12 months.

Definitions of Suitabilities: T - A large cap, core holding with a solid history. 2 - A historically secure
company that could be cyclical, have a shorter history than a "1" or is subject to event driven setbacks. 3
- An above average risk/reward ratio could be due to small size, lack of product diversity, sporadic
earnings or high leverage. 4 - Speculative, due to small size, inconsistent profitability, erratic revenue,
volatility, low trading volume or a narrow customer or product base.

Hilliard Lyons Investment Banking
Recommended Issues Provided in Past 12 Mo.
# of % of
Rating Stocks Covered Stocks Covered Banking No Banking
Buy 56 40% 13% 88%
Hold/Neutral 79 57% 13% 87%
Sell 4 3% 0% 100%

As of 10 April 2013

Other Disclosures

Opinions expressed are subject to change without notice and do not take into account the particular
investment objectives, financial situation or needs of individual investors. Employees of I.J.B. Hilliard,
W.L. Lyons, LLC or its affiliates may, at times, release written or oral commentary, technical analysis or
trading strategies that differ from the opinions expressed here.
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JJB. Hilliard, W.L. Lyons, LLC is a multi-disciplined financial services firm that regularly seeks
investment banking assignments and compensation from issuers for services including, but not limited to,
acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as
placement agent in private transactions.

The information herein has been obtained from sources we believe to be reliable but is not guaranteed and
does not purport to be a complete statement of all material factors. This is for informational purposes and
is not a solicitation of orders to purchase or sell securifies. Reproduction is forbidden unless authorized.
All rights reserved.

Hilliard Lyons Equity Research 23 Utilities



Morningstar Equity Researeht

CASE NO. 2013-00148
ATTACHMENT 2
TO OAG DR NO, 1-183

MOORRNGSTR

Atmos Energy Corp ATO )| hk

LastPrice  FairVaiue ConsiderBuy  ConsiderSell Uncenainty  Economic Moat™ |

Moat Trend™  Stewardship  Momingstar Credit Rating

37.58usp 36.0Guse 28.80usp 45.00 usp tow Narrow Stable
Atmos Reports Strong First Quarter

Andrew Bischof Analyst Note 07 Feb 2013

Equity Analyst

andrew.bischof@marningstar.com
+1 (312} 6%6-6433

The primary analyst covering this company
dogs not own its stock.

Research as of 07 Feb 2013
Estimates as of 05 Feb 2013
Pricing data through U6 Feb 2013
Hating updated a5 of 06 Feb 2013

Currency amounts exprassed with "$" are in
U.S. dotlars {SB) unless otherwise denoted.

Contents
Analyst Note 1
Morningstar Analyst Forecasts 2

Atmos Energy ATO reported solid first-quarter GAAP EPS
of $0.88 compared with $0.751n the same year-ago guarter,
Management quided towardthe higher end of its fiscal 2013
EPS guidance of $2.40ta $2.50 per share, whichwill exclude
unrealized margins and the planned sale of its Georgia
assets. Company management now expects the Georgia
transaction to close in the third quarter of fiscal 2013. We
are reaffirming our $36 per share fair value estimate, our
2013 EPS estimate, and our stahle moat trend. The company
will paya$1.40 per share dividendinfiscal 2013, anincrease
of $0.02 per share.

Constructive reguiatery jurisdictions continue to support
solid growth for Atmos’ regulated operations. At the
company's Mid-Tex Cities unit, the company received an
annual increase of $42.6 million along with changes to its
rate design providing increased earnings stability.
Management reaffirmed its 8% to 8.5% rate base growth
and 6% to 8% annual eamings growth target. At the
company’s nonregulated unit, weather negatively affected
total volume with delivered gas unit margins of $0.10 per
Mcf. The company opportunistically issued 30-year $500
mittion senior secured notes to repay an expiring term loan
and outstanding commercial paper. Forward interest rate
swaps lock in favorable rates through 2077, providing
significant interest-cost savings. The company is on track
to complete $770 million to $750 million in 2013 capital
expenditures,

Industry Group

Standard BBB+ Utilities - Regulated

Vital Statistics
Market Cap (USD Mil) 3,391
52-Week High {USD) KINE)
52-Week Low {(USD} 3039
52-Week Total Return % 185
YTD Tota! Return % 10
Last Fiscal Year End 30 Sep 2012
5-¥r Forward Revenue CAGR % 10.2
5-Yr Forward EPS CAGR % 58
PricefFair Value 107
Valuation Summary and Forecasts

fiscal Year: 261 W12 ) 2014
Price/Eamings 14.0 150 123 14.1
EV/EBITDA 0.0 00 0.0 0.0
EV/EBIT 0.0 2.0 0.0 o0
Free Cash Flow Yield % 13693 1170 274240 -5,5886
Dividend Yield % 42323 NM N NM

Financial Summary and Forecasts (USDMI]

fiscal Year: 2013 2612 2013{H) 26146}
Revenue 4,286,435 3,438,483 3,373,669 3,961,503
Revenue YoY % 8.0 -19.8 -1.9 17.4
EBIT 456,256 451,528 491,048 543,399
EBIT YoY % <16 1.0 88 10.7
Net Income, Adjusted 208948 216,717 224750 243,533
Net Income YoY % 101 37 34 8.7
Diluted EPS 23 2.38 246 2.67
Diluted EPS YoY % 122 31 35 87
Free Cash Flow 38,330 180668 -221.466 -746,147
Free Cash Flow YoY % -B6.3 3913 2182 -34.0

Historicel/lerecast data sources are Morningstar Estiznates and may reflect adjustments.

Profile

Atmos Energyiseneof the largest naturat gas-only distributors in the United
States, serving more than 3.1 million customers. The company's utility
operations serve Colorado, Kansas, Kentucky, Louisiana, Mississippi,
Tennessee, Texas, and Virginia, Its nonutility operations market natural gas
across a vast U.S. territory and include one of the largest intrastate natural
gas pipeline aystems in Texas.

% Momingstar 2073, A Rights Resesved. Moniingslar's Credit Ratings & Reseatch s prodicerd and offizred By Momingstar, Inc., which is not registered with the LS, Securities and Exchange C
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{NRSRO'). Unless ptierwise pravided Tn a separate sgreement, yoi Miay e 1 fepord only i the courtey In which & originet distributor Is besed. The information, deta, anafyses and opinions presesed herein to siot constitute investment advice: are provided
salely for iforrnational pirposes and therefore are not an offer to buy of sell a security; and are pet watranted (o be coreet, complete of accurale. The epinions expiessed are as of the date written amd are subject to change without notice. Except as otherwise
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LastPrice  FairValue  ConsiderBuy  ConsiderSell Uncertainty  EconomicMoat™  Moat Trend™  Stewardship  Momingstar CreditRating  Industry Growp
J758usp 36.00uso 28.80usp 45.00 usp Low Narrow Stable Standard BBB+ Utifities - Regulated
Morningstar Analyst Forecasts
Financial Summary and Forecasts
Fiscal Year Ens In Deceinber Forecast
3-Year 5-Year
Growta (% Yo¥) Hist. CAGR 7010 M 2012 2013 2014 Proj, CAGR
Revenue -11.6 6.2 80 188 -1.9 174 0.2
EBIT -0.1 24 1.6 -1.0 8.8 10.7 85
EBITDA 14 1.6 13 1.2 82 10.7 82
Net Income 37 24 101 37 34 8.7 6.0
Difested EPS 38 -3.2 122 31 35 87 58
Earnings Before Interest, after Tax -0.4 15,2 120 25 -28.5 10.2 05
Free Cash Flow 277 447 -86.3 387.3 -216.2 -34.0 55
3-Year 5-Year
Profitanility Hist. Avg 2010 2011 2012 2013 2014 Prej. Avg
Operating Margin % 11.2 10.0 16.6 13.1 14.6 13.7 13.2
EBITDA Margin % 17.0 146 16.3 20.3 224 21.0 201
Net Margin % 51 4.1 49 6.3 6.6 6.2 58
Free Cash Flow Margin % 4.1 6.0 69 56 6.6 -3.7 22
ROIC % 10.2 .1 9.8 9.2 5.9 59 59
Adjusted ROIC % 11.8 137 1.5 10.6 68 6.7 66
Return on Assets % 30 31 3.0 29 2.9 28 29
Return on Fquity % 94 9.5 9.4 9.4 33 96 37
3-Year . 5-Year
leverage Hist. Avg 2010 201 012 2013 2014 Proj. Avg
Debt/Capital 352 0.51 0.52 0.52 0.54 0.56 0.57
Total Debt/EBITDA 3.50 337 3.50 3.62 3.92 4.03 412
EBITDA Interest Expense 464 4.42 4.57 4.84 5.67 534 516
Valuation Summary and Forecasts Discounted Cash Flow Valuation
2011 2012 2013(F) Z014(F) Firm Vatue Par Share
Y5 Mit % Value
Price/Fair Value 105 102 — —
Price/Famings 140 150 153 147 Present Value Stage | -370.425 -6.6 -4.06
EY/EBITDA 00 00 00 0o Present Value Stage [} 772,614 138 8.47
BT 00 00 oo a0 (HECLIEL saom e orss
Free Cash Flow Yield % 3603 SL1I0 -74240 55886 ) ) ’
v i 0,
Dividend Yield % 4,232.3 NM M Nt Cash and Fquivalents 64939 . 070
,,,,,,,,,,,,,,,,,,, Debt -2,527,365 — 2172
Key Valuation Drivers Profermed Stack _ _ _
Cost of Equity % gp  Other Adjustments — — _
Pre-Tax Cost of Debt % 55  Equity Value 3,151,509 - 3463
Weighted Average Cost of Capital % 5.9
Long-Run Tax Rate % 380  Projected Diluted Shares 91172
Stage I EBI Growth Rate % 4.0
Stage ! Investment Rate % 500  Fair Value per Share [USD] -
Perpetuity Year 10

Additional estimates and scenarios available for download at btp://select. morningstarcom.

The data in the wblg above represent hase-case fosecasts in the company's reporting
currensy as of the beginning of the current year, Qur fair velue estimate may ditfer from the
equity value per share showa above due to aur time valie of money adjustment and in cases
where probability-weighted scenario analysis is performed,
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Morningstar Analyst Forecasts

income Statement (USD Mi - S

Fiscal Year Ends in December Forecast

2010 M 2012 2013 2014
Revenue 4,661,060 4,288,435 3438483 3373669 3961503
Cost of Goods Sold 3346924 2985615 2114744 1978116 2,461,992
Gross Profit 1314136 1,300,820 1323739 71395553 1493510
Selling, General & Administrative Expenses 454,621 442,965 453613 466,378 478526
Other Operating Expense {incorme) 187,143 11767 181,073 188647 215,707
Other Operating Expense {Income) — — — — —
Depreciation & Amertization {if reponted separately) 208,539 223,832 231,525 249,479 260,878
Operating Income (ex charges) 463,333 456,256 51528 491,048 543,398

Restructuring & Other Cash Charges — — —
lmpairment Charges {if reported separately} — 30,270 5,288 — —

Qther Non-Cash {income)/Charges — - — e —
Operating Income (incl charges) 463,833 425,986 446,240 491,048 543,399
Interest Expense 154,188 150,763 141,174 134516 165,603
Interest Income -591 21,184 14,644 5,000 5,000
Pre-Tax Income 309,054 296,407 290,422 361,532 392796
Income Tax Expense 119,203 106,819 98,226 137,382 149,262

Other After-Tax Cash Gairis {Losses) — — —
Other After-Tax Non-Cash Gains {Losses) 15,988 18,013 24,521 _ .
(Minority Interest) — — — — —
[Prefered Dividends) — —

Net Income 205,838 207,601 216,717 224,150 243,533

Weighted Average Dituted Shares Outstanding 92422 90,652 Nn172 91,146 91,146
Dituted Eamings Per Share 223 2.2% 238 246 2.67
Adjusted Net income 189,851 208,949 218,717 224,150 243,533
Diluted Eamings Per Share (Adjusted) 205 2.3 238 245 2.67
Dividends Per Common Share 1.34 1.3 139 1.40 7.43
EBITDA 680,733 659,141 692,333 754,573 830,590
Adjusted EBITDA 680,793 589,411 697,621 754,573 B36,5%0
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Morningstar Analyst Forecasts
Baiance Sheet {USD Mil)
Fiscal Year Ends in December Forevast
2010 201 2012 2013 2014
Cash and Equivalents 131,852 131,418 64,239 41,731 112,284
Investments — — — — —
Accourts Receivable 273,207 273,303 234,526 236,105 270,199
Inventory 319,038 289,760 256,415 189.682 236,087
Deferred Tax Assets (Current) — — — — —
Other Short Term Assets 150,995 316471 272,182 316,471 316,471
Camrent Assets 875,192 1,010,953 827,962 827,989 935,045
Net Property Plant, and Equipment 4,793,075 5,147,918 5,475,604 5,992,079 6,414,867
Goodwilt 740,148 740,207 740,207 740,207 740,207
Other Intangibles — —_ — — —
Deferred Tax Assets {Long-Term) — — — — —
Other Long-Term Operating Assets 355,376 383,793 451,262 476,262 501.262
Long-Term Non-Operating Assets — — - — —
Total Assets 6,763,791 7,282,871 7495035 8035537 8591402
Accounts Payable 266,208 291,205 215,229 201,324 250,570
Short-Term Debt 486,231 208,830 571,080 570,929 1,070,929
Deferred Tax Liabilities (Current) — — — — —
Other Short-Term Liabifities 413,640 367,563 489,660 501,665 513,665
Curvent Liabilities 1,166,679 867,598 1,275,954 1273818 1835164
Long-Term Debt 1809551 22067117 1,956,305 2385305 2275805
Deferred Tax Liabilities {Long-Term} 829,128 960,093 1015083 1030083 1.045083
Other Long-Term Operating Liabilities 780,585 993,642 889,090 864,090 839,090
Long-Term Non-Operating Liabilities — — — - —
Tota! Liabilities 4,586,443 5027450 5136432 5553396 59957142
Preferred Stock e — — — e
Common Stock 451 451 451 451 451
Additional Paid-in Capital 1,714,364 1,732.935 1745467 1745467 1745467
Retained Earnings (Deficit) 486,905 570435 660,932 757,224 870,342
{Treasury Stock) — — — — —
Other Equity -23,372 -48,460 -48,247 -20,000 -20,000
Shareholder's Equity 2,178,348 2255421 2,358,603 2483 M2 2,596,260
Minority Interest — — - — -—
Total Equity 2,178,348 2255421 2358603 2483142 2596260
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Morningstar Analyst Forecasts
Cash Flow (USD Mii)
Fiscat Year Ends in Derember Forsrast
2010 2011 AR 013 2014
Net Income 205,839 207,601 216,717 224,150 243,533
Depreciation 216,960 233,155 246,093 263,525 287,192
Amortization — —_ — — —
Stock-Based Compensation — — — — —
Impairment of Goodwiil — — — — —
Impairment of Other Intangibles — 30270 5,288 — —
Deferred Taxes 196,731 117,353 104,319 15,000 15,000
Other Non-Cash Adjustments 234N 20,291 17,452 — —
{Increase) Decrease in Accounts Receivable 40,401 -86 32,578 4,421 -40,094
(Increase) Decrease in Inventory 54,014 21,137 28417 66,733 -45,399
Change in Other Short-Term Assets -3,501 -41,587 -29,066 -43,669 .
Increase {Decrease) in Accounts Payable 58,068 23,904 -64,234 -13,805 49,247
Change in Other Short-Term Liabilities 15274 14,196 29313 12,000 12,000
€ash From Operations 726,476 582,844 586,917 528234 520,479
{Capital Expenditures) 542,638 -622,965 622,965 780,000 716,000
Net (Acquisitions), Asset Saies, and Disposals — — 128,223 — —
Net Sales (Purchases) of Investments — — — — —
Other Investing Cash Flows -66 4421 -4,625 -50.000 -50,000
Cash From Investing -542,702 -627,385 -449,367 -830,000 ~760,000
Common Stock issuance {or Repurchase) -02,875 2,497 -18,148 - —
Common Stock {Dividends) 124,287 -124,011 125,796 127,858 -130,415
Shert-Term Debt Issuance {or Retirement) 54,768 83,306 354,141 -131 500,000
Long-Term Debt Issuance {or Retirement) -3 82,217 -257.034 425,000 109,500
Other Financing Cash Flows — —_ — — -
Cash From Financing -163,025 44,008 -24,837 301,011 260,085
Exchange Rates, Discontinued Ops, ete. {net) e — — 28247 —_
Net Change in Cash 20,749 -533 42,713 27,492 20,563
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Constructive regulatory environments provide strong rate base

growth opportunities.
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Analyst’s Perspective 07 Feb 2013

With its massive, diverse portiolio of gas distribution
businesses and a small gas infrastructure business, Atmos
has leverage to a structural increase in natural gas use in
the LS. economy. Given current market conditions,
management has shifted its focus from grawth through
acquisitions fo internal capital investment opportunities,
with management expectations to grow the rate base 8%
annually through 2017. Atmos is investing in its most
favorable regulatory regimes to drive eamings growth,
which we forecast at 8% through 2017. Combined with a
4.0% dividend vield at our fair value estimate, Atmos'
returns should be in the middle of the utility pack--not
surprising for such a large, geographically diversified
company.

Key lnvestment Considerations

» Trading at 15.3 times our 2013 earnings estimate as of
early February, Atmos looks slightly overvalued,

» The fast-growing pipeline and storage business in Texas
provides for strong rate base growth in & constructive
regulatery environment.

» Almos management has shifted its growth strategy, and
is now focusing on internal capital investment
opportunities to drive 8.0% annual rate base growth
through 207

Moat Trend™

Stewardship  Momningstar Credit Rating
Standard BBB+

Industry Group
Utilities - Regulated

Vital Statistics

Market Cap {USD Mil} 333
52-Week High {USD) 3775
52-Week Low {USD} 30,39
52-Week Total Return % 19.5
YTD Total Return % 1.0
Last Fisca! Year End 30 Sep 2012
5-Yr Forward Revenuc CAGR % 10.2
B-Yr Forward EPS CAGR % 5.8
Price/Fair Vatue 107
Valuation Summary and Ferecasts

fiscal Year: 2011 2012 2013} 20148
Price/Earmings 14.0 15.0 15.3 14.1
EV/EBITDA 0.0 0.0 0.0 0.0
EV/EBIT 0.0 0.0 0.0 00
Free Cash Flow Yield % -1,369.3 1100 74240 -5,5886
Dividerd Yield % 4,232.3 NM N NM

Financial Summary and Forecasts{USDMI]

fiseal Year: 2011 W2 203G 20141
Revenue 4286435 3438483 3373669 3,967,503
Revenue YoY % -8.0 -19.8 -1.9 174
EBIT 456,256 451,528 497,048 543339
EBIT YoY % -1.6 -LO 8.8 1.7
Net Income, Adjusted 208,949 216717 224750 243,533
Net Income YoY % 101 37 34 87
Diluted EPS 231 2.38 245 267
Diluted EPS YoY % 12.2 3 35 87
Free Cash Flow 38,339 190,668 -227,466 -746,147
Free Cash Flow YoY % -36.3 ary 2162 -34.0

Historical/forecast date sources are Morningstar Estmates and may ieflect adjustrments.

Protile

Atmos Energy is ane of the largest natural gas-only distributors in the United
States, serving more than 3.1 million customers. The company's utility
operations serve Colorado, Kansas, Kentucky, Louisiana, Mississippi,
Tennessee, Texas, and Virginia. its nonutifity operations market natural gas
across a vast U.S. territory and include one of the largest intrastate natural
gas pipeline systems in Texas.
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Morningstar Analysis

Thesis 07 Feb 2013

Asthenation's largest natural gas distribution utility, Atmos
Energy brings together & patchwork of local distribution
businesses from Virginia to Texas and a lowerrisk
investment opportunity for dividend-seeking investors, We
like this company's focus on the basics and applaud the
general efficiency of its overall rate structure, which should
consistently provide heaithy, if unexciting, returns.

Atmos has an
impressive number
of rate mechanisms
Lo raise revenue
without filing a
formal rate case.

After the sale of its Hlinois, lowa, Missouri, and Georgia
businesses, Atmos will have regulated distribution
operations across eight states. A highly diversified
reguiatory environment is one of Atmos' strengths. Harmful
rate changes imposed by regulators are the bane of any
utitity. Reguiators' ability to set rates counters the natural
monapoly position of the utility, resulting in a narrow
economic moat for most utilities.

With somany different jurisdictions Atmos ismore insulated
from individual negative events. It aiso enjoys some
favorable rate mechanisms in its territories. The company
is protected from weather-related fluctuations in customer
usagefor the bulk of its meter base, with full rate decoupling
for another slice of it. Even better, Atmos has an impressive
number of rate mechanisms 1o raise revenue without filing
a formal rate case. All these factors help Atmos generate
relatively stable cash flows.

Atmos has historically grown through acguisition,
purchasing 10 companies in the past 20 years. its largest
by far was the 2004 acquisition of TXU Gas, which added
1.5 million custemers and pipelines that access nine
substantial natural gas basins in Texas, Atmos took on large
amounts of debt to complete the purchase and integrate the
TXU assets. k spent a few years trimming its balance sheet
to a more favorable size and now maintains near-equal
levels of debt and equity, in line with other gas utilities.

Atmos is now focused on organic growth, with mast of its

$2.0 billion in growth investments in the constructive
regulatory Texas jurisdictions. The company benefits from
Texas Rule 8,209 on distribution infrastructure investments,
allowing it pre-approval by the Texas Railroad Commission
and reguiatory asset treatment for carrying costs. The
company's state transmission and storage investments
experience regulatory lag of up to a year while still earning
comparatively favorable returns among peer-regulated
returns. Management has buiit strong working relationships
with reguiators that should continue to result in strong
shareholder returns.

Valuation, Growth and Profitability 07 Feb 2013

We are increasing our fair value estimate to $36 per share
from $35 per share to account for time-value appreciation.
We also lowered our cest of capital assumption from 7.7%
to 5.8% to reflect current market conditions, but we cut our
perpetuity growth rate assumption, resulting in no net
impact on our fair value estimate. Our forecasts incorporate
normal weather and an updated five-year company outlook.

We expect regulated growth expenditures will he
concentrated at Atmos’ mid- and west Texas utilities and
reguiated pipelines where the company can automatically
implement recovery on an annual basis. Atmos has a
substantial infrastructure program in these regions,
supporting our projected 8.0% annuatized rate base growth
through 2017. Our fair vaiue estimate incorporates about
$3.8 billion in requiated expenditures through 2017,
Additionally, our earnings growth estimate incorporates 1%
customer growth at the LDCs through 2017, assuming no
growth through acguisitions.

We use a 5.9% weighted average cost of capital in our
discounted cash flow valuation based on an assumed cost
of equity of 8% and current credit spreads.

Scenario Analysis
Investors considering a position in Atmos should consider

%1 Momingstar 2013, Al Rights Reserved. Momingstar's Tredit Ratings & Research Ts produced nd olfered by Momingstar, Inc., which Is ot segistered with the LS. Securities and Exchanga Commission as a Nationusily Recogriired Statistical Rasing Oratirslion
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three major factors that could materially affect expected
returns, The first, as with most regulated utilities, is the
company's rate base growth. If we assume spending falls

from our forecast levels by 25% annuatly our fair value
estimate falls to $34 per share. If spending were to increase
by a similar amount our fair value estimate weuld rise to
$38 per share, assuming fuil recovery.

Without decoupling mechanisms, Atmos' growth will be
influenced by customer usage. A 50-basis-point change in
our core customer growth assumption would tead to a $1
per share change in our fair value estimate.

Our assumed cost of equity has a significant impact on our
valuation. A 50-basis-point change in our assumed cost of
equity would lead to a $4 per share change in our fair value

estimate.

Economic Moat

Atmos owns a difficult-to-replicate network of natural gas
distribution and transmission assets and provides an
essential energy source to customers, In exchange for its
service territory monopoly, Atmos’ returns are set by state

and federal requlators at a fevel that aims to keep customer
costs low while providing adequate retumns for capital
providers, This implicit contract between regulators and the
utility shoutd, in the long run, allow Atmes to eam its cost
of capital and leads us to assign the compary anarrow moat.

Moat Trend

We do not foresee a material change in the regulatory
compact that allows utilities to eamn at a level that
adequately compensates capital providers while ensuring
utiities do not take advantage of their service area
monopely by gouging customers. As with all regulated
utilities, we think regulatory caps on revenue and returns
preclude Atmos from establishing a wide economic moat.

Atmos' investment program is focused almost entirely on
its requiated natural gas distribution and transmission
businesses. Furthermore, the company is concentrating its
growth expenditures in the territories where its requlatory
return is swiftest and most transparent, like Texas.
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Bulls Say Bears Say

» Much of Atmos' meter base is covered by favorable
rate mechanisms such as weather normalization and
automated rate filings, which reduce regulatory risk.

» Atmos’ requlated operations are distributed across
eight states, insulating companywide profitability
from individual negative reguiatory outcomes.

» The company has increased its dividend consistently
during the past 29 years, with 116
consecutive payouts,

» Although Atmos is protected from weather-related
fluctuations, only a small percentage of its service
area's rates are decoupled from usage patterns.

» Dividend-paying stocks such as Atmos are sensitive
to interest rates. As interest rates go up, dividend-
paying stocks can often underperform the broader
market.

» if the latest gas LDC deal comparables are any guide,
Atmos might significantly overpay for any growth
acquisitions, potentialty destroying shareholder
value,
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Credit Analysis
Five Year Adjusted Cash Flow Forecast {USD Mil] Financial Health

B Even with its large capital expenditure program, Atmos

Cash and Equivalents {beginning of period)
Adjusted Availabie Cash Flow
Total Cash Available before Debt Service

64,239 91,731 112,294 189,114 226,949
-301.552-229.644 -208,185 - 280,357 132,420
-237,313-137,913 96,890 -91,243 358,368

Principal Payments 131 —-500,000 - 250,000
Interest Paymerts -134.516-155,603-177,432-201,786 -216,636
Other Cash (bligations and Commitments 37,458 -33,457 -34,975 -36519 -36.519
Total Cash Obligations and Commitments -166,105 -189,060 - 712,407 -238,305 -503, 155
Camulative Annual €ash Fiow Cushion
Cash Flow Cushion
Possible Liguidity Need

Adjusted Cash Fiow Summary

% of

USD Millions  Commitients

Beginning Cash Balance 64,239 36
Sum of 5-Year Adjusted Free Cash Flow -B88,318 -49.1
Sum of Cash and 5-Year Cash Generation 824,679 456
Revolver Availabitity 702,500 RER
Asset Adjusted Borrowings {Repayment) — —
Sum of Cash, 5-Year Cash Generation, Revolver and Adjustments 121,579 8.7

Sum of 5-Year Cash Commitments -1.808.032 —
Credit Rating Pillars-—Peer Groap Comparison
ATO Sector Universe
Business Risk 4 50 5.2
Cash Flow Cushion 10 9.2 6.3
Solvency Score 3 5.5 5.1
Distance to Defauit 3 37 440
Credit Rating BBB+ BBB+ BBB+

Source: Momingstar Estimates
Nate: Scoring is on a scale 1-10, 1 being Best, 10 heing Worsl

maintains a strong balance sheet and an investment-grade
credit rating. At the end of fiscal 2012, the company's
debt/capital ratio was 52%, in line with its peers. Total
debt/EBITDA could tick up slightly, averaging 4.0 times
through 2017, We believe Atmos’ dividend is well covered
by its regulated utilities' earnings and expect the dividend
payout to remain between 50% and 60%.

Capital Structure

With $3.5 bitlion of capitat spending planned between 2013
and 2017, we expect Amos will be a frequent debt issuer.
The company has $131 million of long-term debt maturities
in 2013 and $500 miltion in 2015. We expect Atmos will be
able to refinance its debt as it comes due and will maintain
its debt/capital ratio by funding about half of its growth
capitat expenditure with new debt. Given Atmos' cash from
operations and healthy cash position, we do not expect the
firm to tap the equity markets in the near term to fund its
growth plans.

Enterprise Risk

The primary uncertainty Atmos faces is regulatory, though
the size and breadth of its distribution operations preclude
any one regulatory decision from having a drastic impact on
gamings. Stitl, lower allowed returns or political pushback
on Atmos’ favorable rate mechanisms would cause the
company significant pain, especiaily in Texas, its largest
sevrvice territory, Qverpaying for acquisitions is also a risk
given the company's acquisitive past.
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Management & Ownership

Stewardship: 07 Feb 2013
Management Activity Overall, we think Atmos'management team has beeni a good

steward of shareholder capital. Management has been
Name Pasttion SharesHeld  Report Date’ msigerhctivy  £ONSistent with paying—-and increasing--its dividend over
MR. J. D. WOODWARD. I 728,364 03 Apr 2006 —  the past 28 years. We think management has been
ROBERT W, BEST Director 431,548 09 Nov 2012 — discinti . . i e b
MR KIMR. COCKUN  CEO/Director/President Director 164304 09 Nov2012 _ disciplined in acquisitions. providing sharefiolder vaiue by
CHARLES K, VAUGHAN  Director 94785 27 Dec 2012 — creating the largest distribution utility in favorable
MR. JOHN (PAT) PATRICK 75,685 31 Dec 2008 — requl iurisdictions.
REBDY egulatory jurisdictions
CARLS. QUINN Director 51769 01 Jui 2004 -
R, EARL FISCHER 55,540 09 Nov 2006 —  Kim Cocklin replaced Robert Best as CEO in 2010. Cocklin
WY D. MCGREGOR , 46289 0B el 2009 ~ had been president and COC of Atmos since 2008
THOMAS J. GARLAND  Director 45,082 03 Feb 2010 — i . . . ]

Previously, he was a senior vice president in regulated
*Represents the date on which the owner's name, position, and common shares held were reported by the linider ar Issuer. operations for the Company and had worked for Piedmont
e e e Gas for three years before that. Best had been president of
Fund Ownership Atmos since 1997 and served as the chairman of the
Top G Nomngiar  hof Sheres Woolfund OIS  pefaioDate American Gas Association in 2004, He oversaw seven
Allianz NFJ Small Cap Value instl Fookk ek 2.05 0.94 55 3TAugaoz  acquisitions after inheriting the Atmos throne, expanding
SPDR &P Dividend HokAoksk 2yl 0.67 3 25ep20i2  the company to the largest distribution wtility in the .S,
Yanguard Small Cap Index inv *okdkk 1.61 0.20 38 30 Jun2012
Vanguard Small Cap index 1.57 0.7 1415 31 Mar 2012
Vanguard US Total Market Shares (AU} ETF 1.26 (.02 38 30Jun2012
Concentrated Holders
New Alternatives * 0.25 5.66 25 30 un 2012
Magellan Infrastructure Fokdek 0.21 3.79 —  30Jun2012
WIOF Global Listed Utilities B Fokokk — 2.69 —  31Aug 2012
Speece Thorson Value Fund otk 0.03 2.41 —  3tAug2012
Institutional Transaclions

Shares
Muotningstar Y% of Shates % of Fund  Bought/

Top 5 Buyers Rating Held Assels Soid (k) Portfotio Date
Vanguard Small Cap Index 157 017 1415 31 Mar 2012
Vanquard Total Stock Mkt ldx 1.22 002 1103 31Mar2012
SSgA S&P MidCap 400 Index Strateqy 0.60 0.22 544 31 Mar2012
Fidelity Series Small Cap Opps *k k% 0.28 0.38 262 30 Apr2012
Fidefity Stock Selector Sm Cp *k 0.20 0.38 119 30Apra20iz
Jop 3 Sellers
TFS Market Neutral Fode Ak — .01 96 31 Jui2012
First Trust Utilities AlphaDEX Fook ok 0.07 1.45 -2 N ul201
American Beacon Smatt Cp Val Inst ok 0.09 0.09 -8 31 Jui 2012
LSV Value Equity *kk 0.15 0.45 66 30Jun 2012
Allianz Nf.J Small Cap Value instl Heskok ko 205 0.94 -85 31 Aug 2012
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Analyst Notes

Atmos Fiscal Year Earnings on Track and 2013 EPS
Guidance in Line 08 Nov 2012

Atros Energy ATO reported fiscal 2012 GAAP EPS of $2.37
compared with $2.27 in the year-ago quarter. Management
initiated fiscal year 2013 of $2.40-$2.50 per share from
ongoing operations, which will exclude unrealized margins
and the planned sale of its Georgia assets. Management
affirmedits previous 6%-8% annual eamings growth target.
We are reaffirming our $35 fair value estimate and our 2013
$2.45 EPS estimate, The company plans to pay a $1.40 per
share dividend in 2013, an increase of $0.02 per share.

Atmos continued to benefit from constructive regulatory
environments and timely rate increases throughout 2012,
At the company's natural gas distribution unit, full-year
gross marginwas $1.02 bilfion, up slightly from 2011. Atmos
benefited from $17. 7 millioninincremental margin fromrate
adjustments. Distribution throughput declined 8% from
warmer weather, but the company is effectively 34%
protected from weather impacts as adjustment mechanisms
provide for reimbursements from lower consumption during
warmer months. Regulated transmission and storage gross
profit increased 12.7% to $247 million in the current fiscal
quarter. The company benefited from rate design changes
at its Texas Pipeline and Gas Reliability Infrastructure
Program filings in Texas.

At the company's nonreguiated unit, gross profit declined
15% for the fiscal year to $55.1 million. Warmer weather
transtated inte lower volumes and a $15 milliondrop in gross
margin. This was offset from the effects of a favorable
trading strategy implemernted earlier in the year, which
opportunistically took advantage of falling prices, storing
cheap gas and rolfing forward the positions.

On a consolidated basis, operation and maintenance
expense edged up 2.4%. primarily from higher legal
expenses and higher compensation costs. Capital

investments of $733 miltion ted to a 6% increase in
depreciation expense. in 2013, management expects capital
expenditures in a range of $77C million-$73C mitlion, For
theyear, income taxes declined $8.6 miilion to $98,2 million,
partiaily reflecting atax benefit fromthe sale of its Missour,
{llinois, and fowa assets.
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Morningstar Analyst Farecasts
Financial Summary and Forecasts
Fiscat Year Ends in December Forerast
3-Year 5-Year
Growth (% Yo Hist. CAGR 210 M w2 2013 2014 Proj. CAGR
Revenue -11.6 6.2 -8.0 -19.8 -18 17.4 10.2
EBIT -0.1 2.4 -1.6 -1.0 8.8 10.7 85
EBITDA 14 16 1.3 1.2 82 0.7 8.2
Net income 3.7 24 10.1 3.7 34 87 6.0
Diluted EPS 38 3.2 12.2 31 35 87 58
Earnings Before Interest, after Tax -0.4 15.2 120 2.5 285 16.2 0.5
Free Cash Flow -27.7 -44.7 -86.3 3973 2162 -34.0 5.5
3-Year 5-Year
Profitabifity Hist. Avg 2010 20m 212 2013 2014 Prof. Avg
Operating Margin % 11.2 10.0 106 137 14.6 13.7 132
EBITDA Margin % 17.0 146 16.1 20.3 224 21.0 201
Net Margin % 51 4.1 48 6.3 6.6 6.2 5.8
Free Cash Flow Margin % 4.1 6.0 0.9 55 6.6 3.7 2.2
ROIC % 10.2 117 98 9.2 59 59 59
Adjusted ROIC % 11.8 13.7 11.5 106 6.8 6.7 66
Return on Assets % 3.0 3.1 3.6 2.8 2.9 29 28
Return on Equity % 34 8.5 9.4 9.4 9.3 36 g7
3-Year 5-Year
teverage Hist. Avg 10 201 201z 2001 2014 Proj. Avg
Debt/Capital 0252 0.51 0.52 0.52 0.54 0.56 0.57
Total Debt/EBITDA 350 3.37 3.50 362 3.8z 4.03 412
EBITDA/Interest Expense 464 4.42 457 4.94 5.67 534 516
Valuatior Summary and Forecasts Discounted Cash Flow Valuation
201 2012 260135 2G148) ) Firm Value Per Share
Price/Fair Value 1.05 102 — — oo (%) e
Price/Earnings M0 150 153 147 Emsam ‘\;‘3:“6 2‘396 ' 3;2;2 122 Zjﬁ
EV/ERITOA 00 00 00 00 resent Value Stage || fe ' '
N
Free Cash Flow Yield % -1,3693 L1170 74240 -55886 o ' '
Dividend Yield % 42323 NM vt M )
Cash and Equivalents 64,238 — 0.70
B Debt -2,521,36% s 2172
Key Valuation Drivers Preferred Stock — - -
Cost of Equity % 8.0 Other Adjustments — — —
Pre-Tax Cost of Dett % 55 Equity Value 3,157,509 — 34,63
Weighted Average Cost of Capital % 59
Long-Run Tax Rate % 380 Projected Diluted Shares 1,172
Stage ! £BI Growth Rate % 40
Stage Il Investment Rate % 50,0  FairValue per Share [SD) -
Perpetuity Year 10

Additienal estimates and scenarios available for download a hug://select morningstas com.

The data in the table above represest base-vase forerasts in the company’s reporting
currency as of the beginning nf the current yees. Our fair value estimate may differ from the
equity value per share shown above due te our time value of money adjustment and in cases
where probabiiity-weighted scenario analysis is performed.
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Morningstar Analyst Forecasts

Fiscal Year Ends in December forecast

216 2011 012 2012 2014
Revenue 4,661,060 4286435 3438483 3373669 3,961,503
Cost of Goods Sold 3346924 2985815 2114744 19787116 2461992
Gross Profit 1314136 1,300,820 1,323,738 1395553 1495510
Seiling, General & Administrative Expenses 454,621 442,965 453,613 466,378 479.526
Other Operating Expense (Income) 187,143 177,767 181,673 188,647 215,707
Other Operating Expense (Income) — — — — —
Depreciation & Amortization {if reported separately) 208,539 223832 237,525 249,479 260.678
Operating Income (ex charges) 463,833 456,256 451,528 491,048 543,399

Restructuring & Other Cash Charges — — — — —

Impairment Charges (if reported separately) — 30,270 5.288 — —
QOther Non-Cash (Income)/Charges — — — — —
Operating Income (incl charges) 463,833 425,986 446,240 451,048 543399
Interest Expense 154,188 150,763 141,174 134,516 155,603
Interest Income -591 21,184 -14,644 5000 5,008
Pre-Tax Income 309,054 296,467 250,422 361,532 392,796
Income Tax Expense 119,203 106,819 98,226 137,362 148262

Other After-Tax Cash Gains { osses) — — — — —
Other After-Tax Non-Cash Gains {Losses} 15,988 18,013 24,521 — —
{Minarity interest) — _ . - _
{Preferred Dividends) — — — — —

Net Income . 205,839 207,601 216,717 224 150 243,533
Weighted Average Dituted Shares Outstanding 32,422 90,652 91,172 91,146 91,146
Diluted Eamings Per Share 2.23 228 2318 246 267
Adjusted Net Income 189,85 208,949 216,117 224,150 243,433
Diluted Eamings Per Share (Rdjusted) 2.05 2.3t 238 246 267
Dividends Per Commen Share 134 1.37 1.39 1.40 143
EBITDA 680,793 659,141 592,333 754,573 530,590
Adjusted EBITDA 689,793 589,411 697,621 754,573 830,590
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Morningstar Analyst Forecasts
Balance Sheet {USD Mil}
Fiscal Year Endds in December Forecast
2000 011 2012 2612 2014
Cash and Equivalents 131,952 131,419 64,239 91,731 112,294
Investments — — — — —
Accounts Receivable 213,207 213,303 234,526 230105 270,199
Inventory 319,038 288,760 256,415 169,682 236,081
Deferred Tax Assets (Current) - — — _ —
Other Short Term Assets 150,996 316,4N1 272,782 316,471 316,471
Current Assets 875,192 1,010,953 827,962 827,989 935,046
Net Property Plant, and Equipment 4793015 5147918 5475604 5992079  £414.887
Goadwitl 740,148 740,207 740,207 746,207 740,207
Other Intangibles — — — — —
Deferred Tax Assets {Long-Term) — — — — —
Other Long-Term Operating Assets 355,376 383,793 451,262 476,262 501,267
Long-Term Non-Operating Assets — — — — —
Total Assets 6,763,781 7,282,871 7,495,035 8036537 8591402
Accounts Payable 266,208 291,205 215,229 261,324 250,570
Short-Term Debt 486,231 208,830 571,060 570929 1,070,929
Deferred Tax Liabilities (Current) — — — — —
Other Short-Term Liabilities 413,640 367,963 489,665 501,665 513,665
Current Liahilities 1,166,079 867,598 1,275,864 1273913  1,835764
Long-Term Debt 1809851 2206117 1956306 2385305 2275805
Deferred Tax Liabilities {Long-Term} 829,128 960,003 1015083 1030063  1,045083
Other Long-Term Operating Liabilities 780,685 993,642 889,080 864,090 835,090
Long-Term Non-Operating Liabilities — — — — —
Total Liabilities 4585443 5027450 5136432 5,553,396 5995142
Preferred Stock — — — — —
Common Stock 451 451 451 451 451
Additional Paid-in Capitat 1,714,364 1732936 1745467 1745467 1745467
Retained Earnings (Defici) 486,505 570,495 660,932 757,224 870,342
{Treasury Stock) — - — - —_
Other Equity -23.312 -48.460 -48,247 -20.000 20,000
Shareholder's Equity 2,178,348 2,255,421 2,358,603 2483142 2596260
Minority Interest — — — — —
Total Equity 2,178,348 2255421 2,353,603 2483142 2595260
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Morningstar Analyst Forecasts
Cash Floww (USD Mil)
Fisca! Year Ends in December Forecast

2610 2011 w12 2013 2014

Net Income 205,839 207,601 216,717 224,150 243,833
Depreciation 216,960 233,155 246,093 263525 287192
Amortization — — — — —
Stock-Based Compensation - — — — —
impairment of Goodwill — — — — —
Impairment of Gther Intangibles — 30,210 5,288 — —
Deferred Taxes 196,731 17,353 104,319 15,000 15,000
Other Non-Cash Adjustments 23,491 20,291 17.492 — —
{Increase) Decrease in Accounts Receivahle -40,401 -96 32,578 4421 -40,094
{Increase) Decrease in nventory 54,014 2 28,417 66,733 -46,399
Change in Other Short-Term Assets -3,501 -01.567 -29,066 -43,669 —
Increase {Decrease) in Accounts Payable 58,069 23,504 -64,234 13,505 49,247
Change in Other Short-Term Liabilities 15,2714 14,196 29,313 12,000 12,000
Cash From Operations 726,476 582,844 586,917 528,234 520479
{Capital Expenditures) 542,636 -622,965 622,565 -780,000 -716,000
Net {Acquisitions), Asset Sales, and Disposals — — 128,223 — —
Net Sales (Purchases) of Investments — — — e —
Qther Investing Cash Flows -6 -4.421 -4,625 -50,000 -50,000
Cash From Investing 542,702 -627,386 -499,367 ~836,000 -760,000
Common Stock lssuance {or Repurchase) -92,875 2497 16,148 — -
Common Stock {Dividends) 124,287 124,011 125,796 -127.858 -130.415
Short-Term Debt Issuance {or Retirement) 54,268 83,306 354,141 131 s00.000
Long-Term Debt Issuance {or Retirement) 13 82211 257,034 425,000 -108,500
Other Financing Cash Flows — — — - e
Gash From Financing ~163,025 44,009 -84,837 307,011 260,085
Exchange Rates, Discontinued Ops, efc. (net) — — — 28247 e
Net Change in Cash 20,749 -533 42,713 27,492 20,563
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Comparable Company Analysis
These companies are chosen by the analyst and the data are shown by nearest calendar vear in descending market capitalization order.

Valuation Analysis

: PricefEarnings | EV/EBITDA ¢ PricefFree Gash Flow | Price/Book : Price/Sales
Price/fair : : : :
Company/Yicker Valie | 212 20145 20M . 012 20038 M\ W12 20036 0045 002 2013 A0ME w2 20135 20ME
AGL Resources, Inc. GAS USA 1.06 RN 13.7 132 84 8.0 751 110 448 1468 13 1.3 1.3 11 1.0 1.0

New Jersey Resouwrces Corporation
Auerage D

Btmos Energy Corp ATOUS 107 | 1

139, — 128
156 s
1“1

e — 604 1MB3 — 26 18 — 08
7w s 1
M

06
08

1.07

00 00 |

Returns Analysis
: ROIC % . Adjusted ROIC % ¢ Return on Equity % : Return on Assets % : Dividend Yield %

{ast Historical Year :
Total Assets
Company/Ticker %)

AGL Resources, Inc. GAS USA —USD
New Jersey Resources Corporation

w2 w0E 26O mz 00 oME L a rHY D Wiz naE 0neE | W12 01D 2004E
6.8 6.1 £3: 86 7.6 78 91 86 86 22 2.4 24 0 48 4.7 44

94 74 74 94 74 740 WO 147 1400 A2 43 44 — 41 43

Aerage o oo 81768 68 CUZE g e e g BN 46
Amos Energy Corp ATG US 7,495,035 US| 92 59 59: us 6.8 67: 94 83 96!

Growth Analysis

 Revenue Growth % ¢ EBIT Growth % ¢ EPS Growth % | Free Cash Flow Growth % | Dividend/Share Growth %
tast Hismri&:al Year © : :

Company/Ticker i Domiz e ol w2 00 AME: M2 ZNHY 200MF | N AN 20ME | M2 2039 20ME
AGL Resources, Inc. GAS USA 4300usp ¢ 838 7.8 757 569 8.0 73 8.4 9.8 4.7:-1326 -7 851 32 32 4.0
New Jersey Resources Corporation 21%8usp 1 276 233 £6: 22 93 871 39 68 56 -1004-147834 -2 39 50 40
Avérage: R o DR I i _,6‘,6’—;:27(4 BT 88T 23 0 83T 73956169 38T T4 5

Atmos Energy Corp AT0 US 3438483 usD 18 1747 0 88 w7 31 35 g7 3913 2162 .m0 16 49 20
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lastPrice  FairValue  Consider Buy  Consider Sell  Uncertainty  Fconomic Moat™  Moat Trend™  Stewardship  Momingstar Credit Rating  Industry Group
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Comparable Company Analysis
These companies are chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order.

Profitahility Aaalysis

 Gross Margin % : EBITDA Margin % | Dperating Margin % { Net Margin %  Froe Gash Flow Margin %
Last Hisggrit{:lai Year : : :
ot lncome © H : :
Company/Ticker M) 2012 2003 oM@ M2 JoIsE 20040 2 20130 204 M2 OZNYE 0140 - 2 0ISE 248
AGL Resourees, Inc. GAS USA 313usp 527 52.6 51.5 254 24.9 245 16.1 16.1 w1073 74 721 100 23 a7
New Jersey Resources Corporation Tuso | 202 85 1m0 83 74 761 b4 57 44 45 22 106
Average R 2 189 162 161118 108 59 B8 38 1T
Atmos Energy Corp ATO US 216,170 203 224 210 131 621 A1 -I5
Leverage Analysis
: BebtfEquity % ;Deblﬁolal Cap % . EBITDA/Interest Exp. : Total Debt/ERITDA : Assets/Equity
Last Historfcal Year ; ;
Totai Debt | : - : :
Compariy!Ticker I 002 20D oM L AR 2015 ME 202 2003 1P . w02 2013 214G | N0 05 M
AGL Resourees, Inc. GAS USA 4804usp - 1361 138 1353 518 574 5719 5.9 6.0 55 44 4.3 42 1 40 4.0 4.0
New Jersey Resources Corporation 677usn | 815 76.3 D9 2 i85 93 ‘ 36 351 33 3.2 3.7
Auerage S awe ez WA s ses 1207 Ao 3g w36
Atmos Energy Corp ATC US 2,527,365 usp 1072 1189 517 544 563° 49 56 39 40 @ 32
Liquidity Analysis
Market 2 Cash per Share Cursent Ratio Quick Ratio Cash/Short-Term Debt Payout Ratio %

Company/Ticker EMiS Toww 0BE oy wn anh 2 Do coram 2074 PR KD E L W2 013 20ME
AGL Resaurces, Inc, GAS USA 4,745usD 0.22 0.38 073 0.88 092 096 0.682 064 0.66 0.03 0.05 08 69.5 653 653
New Jersey Resources Corporation 17420s0 © 034 031 0291 085 100 00 OB4 065 065 006 006 006 | 592 579 577
Average 0.28 035 .57 092 0.96 0.98 063 065 066 0.0 006 0.08 B4.4 616 615
Atmos Energy Corp ATO US 3,391 ush 0.70 1071 1.23 0.65 065 051 0.45 0.50 38 on 016 410 58.1 57.0 536
& Morningstar 2013, All Righis Reserved Morningstar's Tredil Ratings & Research Is predused and offerad by Momingstar, Inc., which is not registered with the [1.S. Securities and Exchange (1 ion a3 a Nationally Statistical Rating Organizati Fage 13 of 17
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Research Methodology for Valuing Companies

Components af Dur
Methodolegy

» Economic Moat™ Rating

» Maat Trend™ Rating

» Most Valuation

» Three-Stage Discounted
Cash Flow

» Weighted Average Cost
of Capital

» Fair Value Estimate

» Scenario Analysis

» tncertainty Ratings

» Margin of Safety

» Consider Buylng/Scifing

» Stewardship Rating

ing at a discount or premium to our analysts’ assessment of
their fair value. A number of components drive this rating: (1)
our assessment of the firm’s economic maat, {2} our estimate
of the stock's intrinsic value based on a discounted cash-flow
model, (3} the margin of safety bands we apply to our Fair
Value Estimate, and {4) the current stack price relative to our
fair value estimate.

The coneept of the Morningstar Economic Moat™ Rating
plays a vital role not only in our qualitative assessment of a
firm’s investment potential, but also in our valuation process.
We assign three moat ratings—nane, narrow, or wide—as
well as the Morningstar Moat Trend™ Rating—positive,
stahle, or negative—ta sach company we cover. There are
two major reguirements for firms to eamn either a narrow or
wide moat rating: {1) the prospect of eaming above-average
returns on capital; and (2) some competitive edge that pre-

vents these returns from quickly eroding. The assumptions
we make about a firm's moat determine the length of "eco-
nomic cutperformance” that we assume in the latter stages

of our valuation model. We also guantify the value of each
firm’s moat, which represents the difference between a firm’s
enterprise value and the value of the firm if no future net in-
vestment were to occur. Said differently, moat value identi-
fies the value generated by the firm as a result of any future
net new investment. Qur Moat Trend Rating reflects our as-
sessment of whether each firm's competitive advantage is
either getting stronger or weaker, since we think of moats as
dynamic, rather than static.

At the heart of our valuation system is a detailed projection
of acompany's future cash flows. The first stage of our three-
stage discounted cash flow model can last from 510 10 years
and contains numerous detailed assumptions about various
financial and operating items. The second stage of our mod-
el—where a firm’s return on new invested capital {RONIC)
and earnings growth rate implicitly fade until the perpetuity
year—can last anywhere from 0 years {for no-moat firms} to
70 vears (for wide-moat companies). In our third stage, we
assume the firm's RONIC equals its weighted average cost of
capital, and we calculate a continuing value using a standard

Analyst conducts
company and
industry research:

. » Financial statement

ana!vsis
» Channel chercks

» Trade-show visits

» Industry and company

reports and joumals
» Conference calls

> Management and
site VisHs

“ Uncertainty -
- Assessment.

Analyst considers
past financial results
and focuses on
competitive position -
~and future prospects
- to forecast future
cash flows.

Assumptions are
entered into
Marningstar's

~ proprietary discounted
" cash-flow model.

ug Estima
oh setves as the:

- Rating for-stock

The analyst then eval- - -z The tirt
uates the range of
potential infrinsic
valugs for the company
and assigns an
Uncertainty Rating: Low,
Medium, High,

Very High, or Extreme,

adiﬁéted: fyof:ﬂnrc‘er;amt
determines the”
- Morningstar Ratin

The Uncertainty Rating
determines the margin
of safety required
before we would rec-
ommend the stock.
The higher the uncer
tainty, the wider

Efficient Scale

: T the margin of safety,
~{Lockhed Martin) - ’
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Research Methodology for Valuing Companies

Detailed Methodology
Documents and Materials®

» Comprehensive
Equity Research Methodolagy
» Uncertainty Methodology
» Cost of Equity Methedology
» Morningstar DCF
VYaluation Model
» Stewardship Rating
Methodology

* Please contavt 8 sales
rapreseniative for more

inforreation.

perpetuity formula. In deciding on the rate at which to dis-
count future cash flows, we ignore stock-price volatility,
Instead, we rely on a system that measures the estimated
volatility of a firm’s underlying future free cash flows, tak-
ing into account fundamental factors such as the diversity of
revenue sources and the firm’s fixed cost structure.

We also employ a number of other tools to augment our valu-
ation process, including scenario analysis, where we assess
the likelihood and performance of a business under different
economic and firm-specific conditions. Our analysts typically
model three to five scenarios for each company we cover,
stress-testing the model and examining the distribution of
resulting fair values.

The Morningstar Uncertainty Rating captures the range of
these potential fair values, based on an assessment of a
company's future sales range, the firm's operating and fi-
nancial leverage, and any other contingent events that may
impact the business. Cur analysts use this range to assign
an appropriate margin of safety—or the discount/premium

to a fair value we apply in setting our consider buying/con-
sider seiling prices. Firms trading below our consider-buying
prices receive our highest rating of five stars, whereas firms
trading above our consider-selling prices receive our lowest
rating of one star.

Our corporate Stewardship Rating represents our assess-
ment of management's stewardship of shareholder capital,
with particular emphasis on capital allocation decisions.
Analysts consider companies’ investment strategy and
valuation, financial leverage, dividend and share buyback
pelicies, execution, compensation, related party transac-
tions, and accounting practices. Corporate governance
practices are only eonsidered if they've had a demonstrated
impact on shareholder value. Analysts assign one of three
ratings: "Exemplary,” "Standard,” and "Poor.” Analysts judge
stewardship from an equity holder's perspective. Ratings
are determined on an absolute basis. Most companies will
receive a Standard rating, and this is the default rating in
the absence of evidence that managers have made
exceptionally strong or poor capital allocation decisions.

Morningstar Margin of Safety and Star Rating Bands

Price/Fair Value
2757
2.50
2.25
200
1757
1.50
1.75
1.00
07s-
0e0-
025

Low Medum High

Uncertainty Rating

e 1 Star

e 3 Stay
e 4 Star

b Star

Very High™

~ Oecasinnally a stock’s uncertainty wall be foo high for us o estimate, in which case we |abet 3 Extrerne,
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Musningstar Corporate Credit Bating

Morningstar’s Approach to Rating Corporate Credit

Methodelogy

We feel it's important to perform credit analysis through
different lenses—qualitative and guantitative, as well as
fundamental and market-driven. We thersfore evaluate
each company in four broad categories.

Purpose
The Morningstar Corporate Credit Rating measures the
ability of a firm to satisfy its debt and debt-like obligations.
The higher the rating, the less likely we think the company
is to default on these obligations.

» Offers a proprietary
measure of the credit qual-
ity of companies en our
coverage list,

» Encapsulates our in-depth
modeling and quantitative
waork in ong letter grade.

Business Risk

Business Risk captures the fundamental uncertainty around

The Moringstar Corporate Credit Rating builds on the
modeling expertise of our securities research team. For

> Allows investars to rank
companies by each of
the four underlying com-

ponents of our credit
ratings, including both
analyst-driven and
guantitative measures.

» Provides access to all

the underlying forecasts

that go inte the rating,

available through our insti-

tutional service.

gach company, we publish:

» Five years of detailed pro-forma financial statements

» Annual estimates of free cash flow

» Annual forecasts of return on invested capital

» Scenario analyses, including upside and downside cases

for five years

» Farecasts of leverage, coverage, and liquidity ratios

» Estimates of off balance sheet liabilities

These forecasts are key inputs into the Morningstar
Corporate Cradit Rating and are available to subscribers
at select.morningstar.com.

a firm's business cperations and the cash flow generated
by those operations. Key components of the Business Risk
rating include the Morningstar Economic Moat™ Rating and
the Moringstar Uncertainty Rating.

Cash How Cushion™

Morningstar's proprietary Cash How Cushion™ ratio is a
fundamental indicator of a firm’s future financial health
The measure reveals haw many times a company's internal
cash generation plus total excess liquid cash will cover
its debt-like contractual commitments over the next
five years. The Cash Flow Cushicn acts as a predictor of
financial distress, bringing to fight potential refinancing,
operational, and liquidity risks inherent to the firm.

Morningstar Research Methodology for Determining Corporate Credit Ratings

Analyst conducts
company and
industry research:

» Management interviews

» Conference calls

» Trade show visits

s Competitor, supplier,
distributor, and
customer interviews

» Assign Economic
Moat™ Bating

Analyst considers
company financial
statements

and competitive
dynamics te
forecast future
free cash

flows to the firm.

Analyst derives
estimate of Cash-
Flow Cushion™,

Analysts run bull
and bear cases
through the model
to derive alternate
estimates of
enterprise value.

Based an compet-
itive analysis,
cash-flow fore-
casts, and
scenario analysis,
the analyst
assigns

Business Risk.

We gauge a firm's
health using
quantitative tools
supported by our
own backtasting
and academic
regearch.

* Marningstar
Solvency Score™
« Distance to Default

Senior personnet AAA  Extremely Low Default Risk
review each AA Very Low Default Risk
company to A Low Uefauit Risk
determine the BBB Moderate Defauit Risk
appropriate final
credit rating. BB Ahove Average Default Bisk
B High Default Risk
+ Review modeling CCC  Currently Very High Default Risk
assumptions GG Currently Extreme Default Risk
* Approve
tempany-specific € imminent Payment Default
adjustments D Payment Default

UR  Under Beview
UR+  Positive Credit implication
UR-  Negative Credit Implication
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Morningstar’s Approach to Rating Corporate Credit

The advantage of the Cash Flow Cushion ratio relative to
other fundamental indicators of credit health is that the
measure  focuses on the future cash-generating
performance of the firm derived from Morningstar's
proprietary discounted cash flow model. By making
standardized adjustments for certain expenses to reflect
their debt-like characteristics, we can compare future
projected free cash flows with debt-like cash commitments
coming due in any particular year. The forward-looking
nature of this metric allows us to anticipate changes in a
firm’s financial health and pinpoint periods where cash
shartfalls are likely to oceur.

Maorningstar Sofvency Scorg™

The Momingstar Solvency Score™ is a quantitative score
derived from both historical and forecasted financial ratios.
It includes ratios that focus on liguidity {a company’s
ability to mest short term cash outflows), profitability
{a company's ahility to generate profit per unit of input),
capital structure {how does the company finance its
operations), and interest coverage {(how much of profit is
used up by interest payments|.

Distance to Default

Morningstar's quantitative Distance to Default measure
ranks companies an the likelihood that they wili tumble
Into financial distress. The measure is a linear model of the
percentile of a firm's leverage {ratio of Fnterprise Value to
Market Value), the percentile of a firm's equity volatility
refative 10 the rest of the universe and the interaction of
these two percentiles. This is a proxy methodology for the
common definition of Distance to Default which relies on
option-based pricing models. The proxy has the benefit of
increased breadth of coverage, greater simplicity of
calculation, and more predictive power.

For each of these four categories, we assign a score, which
we then translate into a descriptive rating along the scale
of Very Geod / Good / Fair / Poor / Very Poor.

Overall Credit Rating

The four component ratings roll up into a single prelim-
inary credit rating. To determine the final credit rating,
a credit committee of at least five senior research per
sonnel reviews each preliminary rating.

We review credit ratings on a regular basis and as events
warrant. Any change in rating must he approved by the
Credit Rating Committes.

Investor Access

Morningstar Corporate Credit Ratings are available on
Morningstar.eom. Our credit research, including detailed
cash-flow models that contain all of the components of the
Morningstar Corporate Credit Rating, is available 1o
subscribers at select.morningstar.com.
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Fair Vaiue

36.60 usp

Last Price
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Consider Sell
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Uncertainty
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Economic Moat™

Narrow Stable

Atmos Energy Reports Second-Quarter Earnings, Increases
Full Fiscal Year Guidance

Andsew Bischof

Equity Analyst
andrew.bischef@morningstar.com
+11312) 635-6433

The primary analyst covering this company
does not own its stock,
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Currency amounts expressed with *$” are in
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Analyst Note 02 May 2013

Atmos Energy ATO reported solid second-guarter EPS from
continued operations of $1.25 compared with $1.28 inthe
same year-ago quarter. Management increased its fiscal
2013 EPS guidance to $2.45 to $2.55 per share, up from
previous guidance of $2.40 to $2,50, We are reaffirming our
$36 per share fair value estimate, 2013 EPS estimate,
narrow moat, and stable moat trend. The company will pay
a $1.40 per share dividend in fiscal 2013, an increase of
$0.02 per share from 2012,

Natural gas distribution gross profit fell 7%, although the
dectine was due to a recent rate design in Texas where
fiscal-year margins shift into the second half of the year.
Under the new regulation, customers will now have a higher
base charge offset by a decline inthe usage charge, leaving
full-year margins intact. Transmission and stcrage profit
increased b.5% due to the additional revenue from favorable
requlatory GRIP (Gas Reliability Infrastructure Program)
filings, which allow real-time return on approved capital
costs. The company's asset optimization program helped
drive nonregulated earnings up 17%, although the unit only
accounts for 7% of total company gross profit.

Constructive regulatory jurisdictions should continue to
support solid growth for Atmos’ regulated operations,
particularly in Texas with favorable GRIP regulation and
Texas Rule 8.209, which encourages distribution spending
for system safety and refiability infrastructure investments.
Management reaffirmed its 8% to 8.5% rate base growth
and 6% to 8% annual earnings growth target. The company
is on track to complete $770 million to $790 million in 2013
capital expenditures.
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Vital Statistics

Market Cap (USD Mil) 3.948
52-Week High (USD) 44.55
52-Week Low {USO} 3210
52-Week Total Return % kTN
YTD Total Return % 252
Last Fiscat Year End 30 Sep 2012
5-Yr Forward Revenue CAGR % 10.2
5-Yr Forward EPS CAGR % 58
Price/fair Value .21
Valuatior Summary and Forecasts

Fiscal Year, 2011 2012 20138 2014ff)
Price/Eamings 4.0 15.0 17.7 16.3
EV/EBITDA 0.0 00 0.0 0.0
EV/EBIT 0.0 0.0 00 00
Free Cash Flow Yield % -1,3683 -LHI0 -63765  -4.800.0

Dividend Yield % 4,232.3 NM NV N

Fmaﬂclal Summary and Forecasts {USD Mily

Fiscal Year: 2011 02 T3 204
Revenue 4,286,435 3,438,483 3,373,669 3,961,503
Revenue Yo¥ % -8.0 -19.8 -1.9 174
EBIT 456,256 451528 487048 543399
EBIT YoY % -L6 -1.0 88 10.7

Net Income, Adjusted 208848 216,117 224,150 243533

Net income YoY % 10.1 37 34 87
Diluted EPS 2.3 2.38 246 267
Diluted EPS Yo¥ % 12.2 31 33 87
free Cash Flow 38,339 180,668 -221466 -146,147
Free Cash Flow YoY % 863 3973 2162 =340

Historical/forecast data sources ave Morningstar Estimates and may refieet adjustments.

Profile

Atmos Energy is one of the largest natural gas-only distributors in the United
States, serving more than 3.7 million custemers. The company's utility
operations serve Colovado, Kansas, Kentucky, Louisiana, Mississippi,
Tennessee, Texas, and Virginia. its nonutility operations market natural gas
across a vast U.S. territory and include one of the largest intrastate natural
gas pipeline systems in Texas.

£ Mormingstar 2613, All Rights Reserved. Mormingstar's Credit Ratings & Rescarch is psacucnd and effered by Momingstar, inc., which is not registered with the U.S. Securities and Exetiange Commissien as 2 Nationsffy Recognized Statistical Rating Omganization

Page ol &

["NRSRG"Y, Haless otherwise provided in a separate agreement, you may use this repovt onfy i the country in which its original distributer is based. The infarmation, data, analyses and apimions presented hereity du Hot constitile investment advice; arc jrovided
solaly for informational purposes ard therefore are not an offer to buy ar sell a searily; and are nat wairanled to be comesx, complete or accurate. Thie opitions expressed are as of te date writlen and sfe subjett 16 change without notice, Excent s otherwise
tesuired by taw, Momingstar shall not be rewmsxtw for any trading decisions, demeges ar other kosses resulting from, or related to, the information, data, analyses oF opinions of their 1se, The infommation cantained herefw is the pmpnatary property of
Moxningstat and may not be reproduirced, in whobe o in part, or used in any maner, withont \he prior wiilten consent of Momingstar. To osdor soprints, call +7 312-696-6300. To Hoense i research, call +1312-806-6869,



Marmingstar Equity Research

CASE NO. 2013-00148
ATTACHMENT 2
TO GAG DR NO, 1-183

Atmos Energy Corp ATO i | ek

LastPrice  FairValue ConsiderBuy Consider Sell Uncertainty  Economic Meat™  Meat Trend™ St ip  Mor Gredit Rating  industry Group
4362usn 36.00usp 28.80usp 45,00 ysp Low Narrow Stable Standard BEB+ Htilities - Reguiated
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Financial Summary and Forecasts
Fiscal Year Ends in Decembiar Forecast
3-Year 5-Year
Growth (% Yo} Hist. CAGR 2010 2011 w12 2013 2014 Froj. CAGR
Revenue -11.6 6.2 -8.0 -19.8 1.9 174 0.2
EBIY 0.1 24 -1.6 1.0 3.8 0.7 8.5
EBITDA 1.4 16 1.3 1.2 8.2 160.1 82
Net income 37 2.4 10.1 37 3.4 87 6.0
Diluted EPS 38 3.2 12.2 31 35 87 58
Earnings Before interest, after Tax -0.4 15.2 -12.0 2.5 -28.5 10.2 -0.5
Free Cash Flow -27.7 -44.7 -86.3 307.3 216.2 -34.0 55
3-Year 5-Year
Profitability Hist. Avg 2010 2611 202 2013 2014 Praj. Avg
Operating Margin % 1.2 100 106 131 146 13.7 13.2
EBITDA Margin % 17.0 146 16.1 20.3 224 21.0 201
Net Margin % 5.1 4.1 49 6.3 6.6 6.2 58
Free Cash Flow Margin % 4.1 60 0.9 5.6 6.6 37 2z
ROIC % 10.2 1.7 9.8 9.2 59 5.9 59
Adjusted ROIC % 11.9 137 115 10.6 6.8 6.7 6.6
Return on Assets % 3.0 31 30 2.9 28 2.9 2.9
Retum on Equity % 8.4 9.5 9.4 9.4 9.3 26 97
3-Vear 5-Year
Loverage Hist Avg 20t 2011 M2 2013 2014 Proj. Avg
Debt/Capitai 0.52 0.51 (.52 0.52 0.54 0.56 0.57
Total Debt/EBITDA 3.50 3.37 3.50 362 3482 4.03 412
EBIMTDA/Interest Expense 4.64 4.42 457 4.94 561 5,34 5.16
Vajaation Summary and Forecasts Discounted Cash Flow Valuation
2011 Mz 201 2oME ~ fumVYatue  Per Share
USD M {%) Valve
Price/Fair Value Mo T T present Value Stage 370,125 66 -4.06
Price/Eamings 1o 10 mro el Present Value Stage I 772’61 ] 13.8 8‘47
EV/EBITDA 0.0 0.0 0.0 0.0 ’ ' ’
EV/ERIT 00 00 a0 00 Presen% Value Stage i 5218146 928 51.23
. Total Firm Vaiue 5.620,635 190.0 §1.65
Free Cash Flow Yield % -1,3683 L1170 63765 48000
Dividend Yield % 42323 NM NM NV Cash and Fquivalents 64.239 . 070
L e e e e e e Debt 2,527,365 — 2177
Key Valuation Drivers Preferred Stock - — -
Cost of Equity % go  Other Adjustments - - —
Pre-Tax Cost of Debt % 55  Equity Value 357,509 - e
Weighted Average Cost of Capital % 59
Long-Run Tax Rate % 38.0 Projected Diluted Shares 91172
Stage |l EB! Growth Rate % 4.0
Stage !l lnvestment Rate % 500  Faw Value per Share (USD) -
Perpetuity Year 10

Additional estimates and scenarins available for downloed at http://select.momingstarsom.

The data in the tahle above represent base-case forecasts in the company's reporting
curency as of the heginning of the current year. Our fair value estimate may differ from the
equity value per share shown above due to out time value of money adiustment and in cases
where probabifity-weighted scenaric analysis is performed.
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Marningstar Analyst Forecasts

o sta!emem,(s,sb,m”,, OO UOE OO POV PE PP

Fiscal Year Ends in Decermber Forecast

2010 20m 212 2013 2014
Revenue 4,661,060 4286435 3438483 3373669 3961503
Cost of Goads Soid 3,346,924 2985615 2114744 19716 2467,992
Gross Profit 1314136 1300820 1323738 1395553 1489510
Setling, Generat & Administrative Fxpenses 454,621 442,965 453,613 466378 478526
Other Operating Expense (income) 187,143 173,767 181,073 188,647 215,707
Gther Operating Expense {Income) — — — — —
Depreciation & Amurtization {if reported scparately) 208,539 223832 237,525 249,479 260,678
Operating Income (ex charges}) 463,833 436,256 451,528 491,048 543,399

Restructuring & Other Cash Charges — — — — —

Impairment Charges (if reported separately} ' — 30,270 5,288 — e
Other Non-Cash {income)/Charges — — — — —
Operating Income (incl charges) 463,833 425,986 446,240 491,048 543,399
Interest Expense 154,188 150,763 141174 134,576 155,603
Interest Income -591 21,184 -14.644 5,000 5,000
Pre-Tax Income 309,084 296,407 250,422 361,532 382,796
Income Tax Expense 119,203 108,819 98,226 137,382 149262

Other After-Tax Cash Gains (Losses) — — — _ _
Qther After-Tax Non-Cash Gains {Losses) 15,988 18,013 24,521 — o
{(Minority Interest) — - — — _
(Preferred Dividends) — — — — —

Net Income 205,839 207,60t 216,717 224,150 243,533
Weighted Average Diluted Shares Outstanding 92,422 490,652 81172 91,146 91,146
Diluted Earnings Per Share 223 229 238 245 267
Adjusted Net Income 189,851 208,949 718,717 224,150 243533
Diluted Earnings Per Share {Adjusted) 2,05 231 2.38 246 2.67
Bividends Per Comimon Share 1.34 137 1.39 1.40 143
EBITDA 680,703 659,141 692,333 754573 830,590
Adjusted EBITDA 680,793 689,411 697,621 754 573 830,590
% Mormingstar 2015, All Rights Reservedd femingsiar's Credit Ratings & Research is produced and effercd by Mermingstar, Inc., which is nat registered with the 1.5, Securilies and Exchange Cannwiission as 2 Nationally Recognited Siatistical Rating Organization Page3of s
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Morningstar Analyst Forecasts
Balance Sheet (USD Mii)
Fiscal Year Ends in December Forecast
2010 21 202 2013 2014
Cash and Equivalents 131,952 131,419 64,239 91,731 112,294
Investments — — — — —
Accounts Receivatle 213,207 213,303 234,526 230,105 270,199
fnventory 319,038 285,760 256,415 189,687 236,081
Deforred Tax Assets (Current) — — — — —
Other Short Term Assets 150,995 31640 212,182 316,471 316471
Cumrent Assets 875192 1,010,953 827,962 827,939 935,046
Net Property Plant, and Equipment 4793075 5147918 5475804 5992079 64714887
Goodwill 740,148 740,207 740,207 740,207 740,207
QOther Intangibies — — — — —
Deferred Tax Assets {Long-Term} — — — — —
Other Long-Term Operating Assets 355,376 383,793 481,262 476,262 501,262
Long-Term Non-Operating Asscts — - — — —
Total Assets 676379t 7,282,871 7,495,035 8036537  §59T402
Accounts Payable 266,208 291,205 215,229 201,324 260,570
Short-Term Debt 486,231 208,830 571,060 570929 1,070,828
Deferred Tax Liabilities {Curent) — e — — —
Other Short-Term Liabilities 413,640 367,563 489,665 501,665 513,665
Current Liabilities 1,166,078 867,598  1,2715954 1273918 1835164
Long-Term Debt 1809551 2206117 19856305 2385305 2275805
Defemed Tax Liabilities { ong-Term) 829,128 960,093 1,015,083 1030083 1045083
Other Long-Term Operating Liabitities 780,685 993,642 889,090 864,090 835,090
Long-Term Non-Operating Liabilities — — — — —
Totak ELiabilities 4,585,443 5027450 5136432 5553396 5995142
Preferred Stock — — — — —
Common Stock 451 451 451 451 451
Additional Paid-in Capital 1714364 1732835 1,745,467 1745467 1745467
Retained Earnings (Deficit} 485,905 570,495 660,932 757,224 870,342
{Treasury Stack) — — — — —
Other Equity -23,372 48,460 -48,247 -20,000 20,000
Shareholder's Equity 2,178,348 2255421 2358603 2483742 2596260
Minority interest - — — — —
Total Equity 2178348 2255421 2358603 2483142 2,596,260
€ Momingstar 2013. Ak Rights Reserved. Momingstar's Credit Ralings & Research is produred and offered by Momingstay, Inc., whtich is sot registered with the 13,3, Secusities and Exchangs Commission as a Nationally Recogriiad Statistical Rating Organization Pageqof&°
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Morningstar Analyst Forecasts

cashﬁow (USDME” e

Fiscat Year Dnds in December Forecast

201 01 2012 2013 2014
Net income 205,839 207,601 216,117 224,150 243,533
Depreciation 216,950 233,155 246,093 263,625 287,192
Amortization - e — e —

Stack-Based Compensation — — — e —
Impairment of Goodwill — —
Impairment of Other Intangibles — 30,210 5,288

Deferred Taxes 196,731 117,353 104,319 15000 15,000
Other Non-Cash Adjustments 23,491 20,291 17,492 —— —
{increase} Decrease in Accounts Receivable -40,401 88 32518 4421 40,094
{Increase} Decrease in Inventory 54,014 21737 28417 66,733 46,359
Change in Other Short-Term Assets -3.501 41,567 -29,066 -43,689 .
Increase (Decrease} in Accounts Payable 58,069 23,504 64,234 -13.905 45247
Change in Other Short-Term Liabilities 15274 14,196 23,313 12,000 12,000
Cash From Operations 726,476 582,844 586,917 528,234 520,479
{Capital Expenditures) -542,636 -622,965 622,965 -780,000 710,000
Net (Acquisitions}, Asset Sales, and Disposals — — 128,223 — —
Net Sales (Purchases) of investments — - — — —
Other Investing Cash Flows -8 A AN 4,625 -50,000 -50,000
Cash From Investing -542,702 -627,386 -498,367 -830,000 -760,0090
Commaon Steck [ssuance {or Repurchase) -92,875 2,497 16,148 — —
Commeon Stock (Dividends) 124,287 124,011 125,796 -127,658 -130.415
Short-Term Debt Issuance {or Retirement) 54,268 83,306 354,141 =131 500,000
Long-Term Dobt Issuance {or Retiremeny) 3 82,211 -257.034 429,000 -108.500
Other Financing Cash Flows — — — — —
Gash From Financing -163,025 44,003 84,837 301,611 260,085
Exchange Rates, Discontinued Ops, etc. (net) o — e 28247 —
Net Change in Cash 28,749 533 42,713 27,492 20,563
£ Mormingstar 2013, All Rights Reserved. Mormsingstsr's Credit Ratings & Research is produced and offered by Mamingstar, inc., which is nat segistered with the U.S. Securities ang Exchange Commission a3 a ationally Recagiized Statistizal Rating Drgantzati Page5of b
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Atmos Energy Management Meeting: Constructive
Regulatory Relationships Drive Growth
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During our meeting Monday with Atmos Energy ATO senior
executives atthe American Gas Association Financial Forum
in Naples, Fla., we learned more about the constructive
regulatory relationships that continue to drive growth
opportunities supporting management's 6%-8% targeted
gamnings growth and 8%-8.5% rate base growth. The
company's regulated operations enjoy a weighted average
10.6% return on equity, significantly above the national
average. We are reaffirming our $36 fair value estimate,
2013 earnings per share estimate, narrow moat, and stable
moat trend rating.

During the past few years, management has sold fringe
assets with comparatively poorer regulatory constructs and
isnow focused onmaximizing internal growth opportunities.
Management plans to spend 70% of its planned four-year
$3 bilflion investment plan in Texas, where Rule 8.209 and
the state Gas Reliability Infrastructure Program reduce
regulatory lag and allow attractive returns on equity.

Management plans to maintain a consistent dividend
growth policy and targets 10%-13% total shareholder
returns through 2016. The company raised its dividend 1.4%
in 2013, Management has continued to oppartunistically
refinance its capital structure, which now has a weighted
average cost of debt below 6.0% with ne additional
immediate refinance opportunities.

The fargest headwind management foresees is regulatory,
with the U.S, Department of Transportation's Pipeline
integrity Management rule posing the largest logistical
challenge. However, the company doesn't expect significant
financial expense from the regulation. Management has
confidence that its constructive regulatory jurisdictions will
maintain favorable returns on equity despite low interest
rates, L.ow gas prices are helping keep customer bills fow,

Standard 8BB+ Utilities - Regulated

Vitai Statistics

Market Cap {USD Mil) 4,029
52-Week High {USD) 44.85
52-Week Low (USD} 3210
52-Week Total Return % 401
YTD Total Return % 21.1
Last Fiscal Year End 30 Sep 2012
5-Yr Forward Revenue CAGR % 10.2
5-Yr Farward EPS CAGR % 58
Price/Fair Value 1.24
Valuation Summary and Forecasts

Fiscal Year: 2011 2012 Z073(E) 2074(03
Price/Eamings 140 15.0 8.1 16.7
EV/EBITDA 00 0.0 0.0 0.0
EV/EBIT 00 0.0 0.0 0.0
Free Cash Flow Yield % 13683 ALMT0 62486 47045
Dividend Yield % 4,232.3 NM WM NM

fiscal Year 2011 2012 203} 2014(8)
Reverwe 4,286,435 3,438,483 3,373,669 3961503
Revenue YoY % 8.0 1898 -1.9 174
EBIT 456,256 451,528 491,048 543,398
EBIT YoY % 1.6 10 848 10.7
Net income, Adjusted 208,949 216,717 224,150 243533
Net Income YoY % 161 37 34 87
Difuted EPS 231 2.38 246 267
Difuted EPS YoY % 12.2 3.1 35 87
Free Cash Flow 38,330 190,668 -221.466 -146,147
Free Cash Flow YoY % -86.3 39713 2167 -34.40

Historical/furecast data sources are Morningster Estimates and may refiect adjustinents.

Profile

Atmos Energy is one of the largest natural gas-only distributors in the United
States, serving more than 3.1 million customers, The company's utility
operations serve Colorado, Kansas, Kentucky, bouisiana, Mississippi,
Tennesses, Texas, and Virginia. Its nonutility operations market natural gas
acrass a vast U.S. territory and include one of the largest intrastate natural
gas pipeline systems in Texas.
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and management concedes that it could be more difficult
to maintain current allowed returns if there were a sharp
Jump in gas prices.
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Morningstar Analyst Forecasts
Financial Ssmmary and Forecasts
Fiscal Year Ends in December Forecast
3 Year 5-Year
Growth (% Yo) Hist. CAGR P 2011 012 2613 201 Proj. CAGR
Reverue -11.6 6.2 8.0 -19.8 -1.9 174 102
EBIT 0.1 24 -1.6 -1.0 a8 07 85
EBITDA 7.4 1.6 1.3 1.2 8.2 0.7 8.2
Net fncome 3.7 24 101 37 34 87 6.0
Diluted EPS 38 32 122 3.1 35 8.7 58
Earnings Before interest, after Tax -0.4 15.2 -12.6 2.5 -28.5 10.2 05
Free Cash Flow -27.7 -44.7 -86.3 397.3 216.2 -34.0 55
3-Year 5-Year
Profitability Hist. Avg 2010 2011 2012 2013 201 Proj. fvg
Gperating Margin % iz 10.0 106 131 4.6 13.7 132
EBITDA Margin % 17.0 14.6 16.1 20.3 224 21.0 201
Net Margin % 5.1 41 49 6.3 6.6 62 58
Free Cash Flow Margin % 4.1 60 0.9 56 6.6 37 22
ROIC % 102 1.7 9.8 9.2 58 59 59
Adjusted ROIC % 71.8 137 115 10.6 6.8 6.7 66
Retuim on Assets % 3.0 31 3.0 2.9 2.9 2.8 2.9
Return on Equity % 94 9.5 $4 94 9.3 86 9.7
3-Year 5-Year
Leverage Hist, Avg 2016 21 am? 13 2014 Proj. Avg
Debt/Capital 082 0.9 0.52 .52 0.54 0.56 0.57
Total Debt/EBITDA 3.50 337 3.50 3.62 392 4.03 4.12
EBITDA/Interest Expense 484 4.42 457 4.94 5.67 534 5.16
Valzation Summary and Forecasts Discounted Cash Flow Valoation
201 2012 2013E)  2014(F) Fitm Value  Per Share
USE il (%) Vaite
Price/Fair Value 105 1.02 - —
Price/Eamings 140 150 81 167 Present Vatue Stage ( 370,125 6.6 -4.06
EV/ERITDA o0 00 00 00 Present Value Stage Ii 112,614 138 847
Free Cash Flow Yield % -1,369.3 -1117.0 62496 47045 " ’ )
Dividend Yield % 4,232.3 NM NM NM ,
Cash and Equivalents 64,239 — 0.70
T e Debt -2.527,365 — 2112
Key Valuation Drivers Preferred Stock _ - -
Cost of Equity % 8.0 Other Adjustments — — —
Pre-Tax Cost of Debt % 55  EquityValue 3,157,509 -  us
Weighted Average Cost of Capital % 59
Long-Run Tax Rate % 380 Projected Diluted Shares 172
Stage || EBI Growth Rate % 4.0
Stage }f Investment Rate % noo  FairValue per Share (USD) —
Perpetuity Year 10

Additional estimates and scenarios avallable for download at hitp://selestmoningster.com.

The dats in the table above represent base-rase forecasts in the company’s reporting
canengy as of the beginning of the current year, Dur fair valge estimate may differ from the
equity vatue per shisre shown abeve due to our fime value of meney adjustment and in cases
where probability-weighted scerario analysis is performed.

@ Morningstar 2013, Alf Righus Reserved. Morpingstar's Credii Ratings & Research is produced and offeret iy Momingstar, Inc., which is not registered with the LS. Securities and Exchange & as a Nationaily ited Statistical Rating Organzal Page 3of &
{"NRSRO"). Bnless othenwise provided it a separate agiesmeit, you may use this report only in the country In which ts eniginal distibutor is based, The infomalion, dala, asalyses and njirions presented hesein do not constitute investment advioe; are provided

solely for informational purposes and therefore are not an effer 1o buy or sell a security; and are net warmanted to be comreet, complete of ascurale, The opinions expressed are as of 1he date vaitten and are subject to change witholl notice. Except as othenwisa

required by lew, Momingsar shall not be responsible for any trading decisions, damsges or ather fosses restiting from, or related to, the informition, data. analyses or opisions or their use. The information contained hesein Is tie prapristory property of

Momingstar and may not be reproduced, in whole of in pant, oF tsed i any manser, witloirt the prior wiitten coisent of Montingstar, To-ordef regrints, call +1 312-696-6100, Fo license the research, cafl +1 312-596-6869.
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Morningstar Analyst Forecasts
Inceme Statement (USD Mil)
Fiscal Year £nds in Decernber Forecast
2010 oM 2012 2013 2014
Revenue 4661,060 4286435  3,438483 3373669 3961503
Cost of Goods Sold 3.346.924 2,985,615 2114744 1978716  2.461,992
Gross Profit 1214136 1,300,820 1,323,739 1395553 1499510
Selfing, General & Administrative Expenses 454,621 442965 453,613 466,378 478526
Other Operating Expense (income) 187,143 177,767 181,073 186,647 215707
Qther Operating Expense (Income) — — — - _
Depreciation & Amortization {if reported scparately) 208,539 223832 237,525 248479 260,878
Dperating Income {ex charges) 463,833 456,256 451,528 451,048 543,399
Restructuring & Other Cash Charges — — — — —
Impairment Charges (if reported separately) — 30270 5,288 — —
Other Non-Cash (Income)/Charges — — - _ _
Operating Income (incl charges) 463,833 425,986 445,240 491,048 543,399
Interest Expense 164,188 150,783 41,174 134,516 155,603
Interest income -591 21,184 -14.644 5000 5,000
Pre-Tax Income 309,054 296,407 290,422 361,532 392,796
Incame Tax Expense 119,203 106,818 98,226 137,382 149,262
Other After-Tax Cash Gains {Losses) — — — — _
Other After-Tax Non-Cash Gains {Losses} 15,968 18,613 24,521 — —
(Minarity interest) — — — _ —
(Preferred Dividends) e — — — —
Net Income 205,839 207,601 216,717 224,150 243,533
Weighted Average Diluted Shares Outstanding 92,422 90,652 Nn172 91,146 91,146
Diluted Eamings Per Share 223 2.29 238 2486 2.67
Adjusted Net Income 189,851 208,949 216,717 224,150 243,533
Diluted Earnings Per Share {Adjusted) 2.05 Pk | 238 246 267
Dividends Per Commen Share 1.34 1.37 1.38 1.40 1.43
EBITDA 680,793 659,141 692,333 754573 830,590
Adjusted EBITDA 680,793 689,411 697,621 754573 830,590
& Mormingstai 2073, A Rights Reserved Momingstar's Credit Ratings & Research is produced and offered by Mermingstar, foc., which Is not registered with the U.S. Securities and Exchange Comanission as a Nationally Recogaized Statistieal Rating Orgenization Page 4 of §
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Morningstar Analyst Forecasts
Balance Sheet (LIS Mil)
Tiseal Year Ends in December forocast

2010 2011 12 2013 261

Cash and Equivalents 131,952 131,419 64,239 91,731 112,294
Investrrents — — - — —
Accounts Receivable 273,207 213,303 234,528 230105 270,799
frventory 318,038 784,760 256,415 189,682 236,081
Deferred Tax Assets (Current) — — — — —
Other Short Term Assets 160,995 316471 272,782 316,471 316,471
Current Assets 875192 1,010,953 827,962 827,989 935,046
Net Property Plant, and Equipment 4793075 5147518 5475604 5992079 6414887
Goadweill - 740,148 740,207 740,207 740,207 740,207
Other Intangibles — — — — —
Deferved Tax Assets {Long-Term) — — — — —
Other Long-Term Operating Assets 358,318 383,793 451,262 476,262 501,262
tong-Term Non-Operating Assets — — — — —
Total Assets 6,763,791 7,282,871 71495035 8036537 8591402
Actounts Payable 266,208 291,205 215,229 201,324 250,570
Short-Term Debt 486,231 208,830 571,060 570,929 1070928
Deferred Tax Liabitities {Current) — — — — -
Other Short-Term Liabitities 413,640 367,563 489,665 501,665 513,665
Current Liabilities 1,166,079 867,588 1,275,954 1273918 1835164
Long-Term Debt 1809557 22067117 1956305 2385305 2275805
Deferred Tax Liabilities (Long-Term) 829,128 980,093 1015083 1030083 1045083
Other Long-Term Operating Liabilities 780,685 393,642 889,050 864,090 839,090
Long-Term Non-Operating Liabilities — o — — —
Total Liabilities 4,585,443 5,027,450 5,136,432 5553386 5995142
Preferred Stock — — —_ — —
{ommon Stock 451 451 451 451 451
Additional Paid-in Capital 1,714,364 1,132,935 1,145,467 1,745,467 1,745,467
Retained Eamings {Deficiy 486,305 570,485 660932 757,224 870,342
{Treasury Stack) — — — — —
Other Equity 23,372 -48,460 -48,247 20,000 ~20,000
Shareholder's Equity 2,178,348 2,255,421 2358603 2483142 7596260
Minarity Interest — — — — —
Total Equity 2178348 2255421 2358603 2483142 2506260

© Morvingstar 2013, Alt Bights Reserved. Memingstar's Credit Ratings & Reseatch i produced ang offesed by Motafingstzr, Ine., which is not registered with the U.S. Secwrities and Exchange Commission as a Nazionatly Recognired Statistical Rating Drganization fage S of 6
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Morningstar Analyst Forecasts
Cash Flow {USD Mi}j
Fiscal Year Ends in Dacember forecast
2010 2011 012 203 2014
Net income 205,839 207,601 216,717 224,150 243533
Depreciation 216,960 233,155 246,083 263,525 287,192
Amortization — — — — —
Stock-Based Compensation — — — — —_
Impairment of Goodwill — — — — —
Impairment of Other intangibles — 30,270 5,288 — —
Deferred Taxes 196,731 117,353 104,319 15.000 15,000
Other Non-Cash Adjustments 23,491 20,291 17,492 — —_—
{Increase) Decrease in Accounts Receivable -40,401 -86 32,578 4,421 40094
{Increase) Decrease in Inventory 54,014 27,337 28417 66,733 -46,399
Change in Other Short-Term Assets -3,507 91,567 -74.088 -43.689 —
Increase {Decrease) in Accounts Payable 58,069 23,904 -64,234 13,905 49247
Change in Other Short-Term Liabilities 15,274 14,166 29,313 12,000 12,000
Cash From Operations 726,476 562,044 586,917 528234 520,479
{Capital Expenditures) 542,636 -622,965 -622,965 -780,000 710,000
Net {Acquisitions}, Asset Sales, and Disposals e . 128,223 — —
Net Sales [Purchases) of investments — — —_— — —
Other Investing Cash Flows -66 -4.421 4,625 -50,000 -50,000
Cash From Investing -542,702 -6217,386 -498,367 -830,000 -760,000
Cemmon Stock Issuance (or Repurchase) -92.875 2,497 -16,148 — —
Common Stock (Dividends) 124,287 124,01 -125,796 ~127.858 130415
Short-Term Debt Issuance {or Retirement) 54,268 83,308 354,141 -131 500,000
Long-Term Debt Issuance {or Retirement) 131 82,217 -257,034 429,000 109,500
Other Financing Cash Flows — — — — —
Cash from Financing -163,025 44,009 44,837 301,011 260,085
Exchange Rates, Discontinued Ops, ete. {net) — — — 28,247 —
Net Change in Cash 20,74% -533 42,113 27492 20,563
& Morningstar 2013. All Rights Reserved. Momingstar's Credit Ratings & Research s produced and offered by Momingstar, lne., which is nol registered with the LS. Securities amd Exchanga Comemisslon s a Nationally Recegrized Statistical Rating Orgapiration Page Gof &
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12m A;;rice targwéi'
Pripr: US$37.00

Pursuing Fitting Returns Through Rates pice Ussiae
| Shifting Margins Cause Miss RICATON BBGjATO US I
ATO reported 2Q13 EPS of $1.25, below both UBSe of $1.33 and the cons est of $1.31. 2 May 2013

However, gross profit for the Gas Distribn segment was adversely affected by $25.3MM due
to net rate decr, primarily in the Mid-Tex and West Texas divisions, implemented in P13 that Trading data

incr customer base charges and reduced consumption charges, thereby shifting margins out of 52-wk range US$44.37-32.38
the 1st and 2nd fiscal quarters and into the 3rd and 4th fiscal quarters. Regulated T&S segment Market cap. U38$3.93bn
gross profit was $61.8MM, up 6.6% from $58.0MM in F2(¥'12. Shares ofs 90.2m (COM)
E Pursuing Rate Relief... Free float 88%

Avg. daily volume {'000) 148

ATO continues 10 aggressively pursue rate incr in order to eam appropriate returns on invested )
capital. Mid-Tex and the West Texas division are expected to file a GRIP filing in Spring'13 ~ Avg. daily value (m) Us§sd
with new rates anticipated in 4Q13. A Texas GRIP f{iling is expected for Mid-Tex and West

Texas Environ areas in F3Q, with new rates anticipated in 4Q13. ATO is expected fo file a ~ Balance sheet data 08/13E

Colorado rate case in Spring '13 to include an infra surcharge with new rates expected in 2Q14. Shareholders’ equity Us$2.48bn
PIBV (UBS) 1.6x

B ... More on Rate Relief; Guidance Raised; Estimates Increased Net Cash (debt) (US$2.69bn)

ATO is also expected to file a rate case in Kentucky this month with new rates effective in
2Q14. 4Q13 rate activity is expected to include an infra replacement surcharge in Kentucky, a Forecast returns

rate case in Kansas, and a stable rate filing in Mississippi. ATO raised F'13 guidance to $2.45- Forecast price appreciation 3.7%
$2.55, from $2.40-32.50. We are impressed by AT(’s strong rate case inventores. Forecast dividend yield 3.2%
Incorporating Q) resuits and outlook on AT(’s rate base growth, we are raising our EPU est to

$2.49/8%2.61/52.70 from $2.46/$2.57/$2.66 for ‘13714715, respectively. Forecast stock return 0.5%
Market retum assumption 5.2%
B Valuation: Raising PT to $42; Maintaining Neutral Forecast excess return 5.7%

Given our outlook on ATO’s rate base growth and rolling our DCF/SOP-derived model

forward, we are raising our PT to $42 from $37, but maintaining our Neutral rating, EPS (UBS, USS)

09/13E 09/12
From To Cons. Actual
QIE 0.74 0.74 0.74 0.61
GZE 1.33 1.2 125 1.29
Q3E 0.30 0.38 0.30 032
Highlights {US$m) 0911 09/12 09/13E 03/14E 09/15E Q4F 0.08 011 0.13 0.05
Reventues 4,351.61 3,447.38 5,762.63 7,350.45 7,642.86 09/13E 2.46 249 247
EBIT (UBS) 467.60 45295 512.14 540.08 574.24 09/14E 257 281 263
Net Income {UBS) 195.33 206.21 227.49 239.83 24950
EPS (UBS, US$) 215 226 248 261 210 Performance (US$)
Net DPS {UBS, US3) 1.38 1.38 140 142 144 soom PRI
Profitability & Valuation 5-yr hist av. 0912 99/13E 09M14E 09/15E oo "
EBIT margin % 99 131 89 73 78 e ©
ROIC {EBIT) % 183 Q7 183 . 101 10.1 ws ©
EV/EBITDA (core} x 72 78 83 8.0 8.5 00 »
PE {UBS) x 138 148 178 167 16.1 -
Net divid)end yield % 46 41 32 33 33 EEEEEEEEEEEREEER
Source: Company accolmls, Thomson Reuters, UBS eslimates. (UBS) vaiuations are stated before goodwit-refated charges and olher adjustments for m.. ;ﬁf?iﬁfﬁ&lﬁm’ e
abnorma and economic iterms at the anslysis’ judgement, Sowrce: UBS

Valuations: based on an average share price thaf vear, {E): based on a share price of US$43.62 on (1 May 2013 19:33 EOT

Ronald J. Barcne
Analyst

ranzld barone@ubs.com
+1-212-713 3848

www ibs comfinvestmenirasearch

This report has been prepared by UBS Securities LLC

ANALYST CERTIFICATION AND REQUIRED DISCLOSURES BEGIN ON PAGE 2.

UBS does and seeks fo 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 i Yest[nent dec;;rsﬁj\o ; o
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= Atmos Energy

Atmos Energy Corporation, headquartered in Dallas, Texas, primarily provides
regulated natural gas distribution and transmission and storage services to
approximately 3.2 million residential, commercial, public authority, and
industrial customers in 12 states primarily in the South. Non-regulated
operations include Marketing & Trading and Pipeline & Storage businesses.
Atmos completed its acquisition of TXU Gas in 2004 to become one of the
largest pureplay gas distribution companies in the country; Atmos also operates
one of the largest intrastate pipelines in Texas.

m Statement of Risk

Risks to our estimates and price target include mild weather, rising interest rates,
unfavorable regulatory decisions, increasing reliance on the Marketing &
Trading segment's earnings, increased commodity costs, declines in pipeline
throughput volumes related to reduced Barnett Shale drilling activity, and
dilutive equity offerings or acquisitions.

m  Analyst Certification

Each research analyst primarily responsible for the content of this research
report, in whole or in part, certifies that with respect to each security or issuer
that the analyst covered in this report: (1} all of the views expressed accurately
reflect his or her personal views about those securities or issuers and were
prepared in an independent manner, including with respect to UBS, and (2) no
part of his or her compensation was, is, or will be, directly or indirectly, related
to the specific recommendations or views expressed by that research analyst in
the research report.
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Required Disclosures

This report has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and
affiliates are referred to herein as UBS.

For information on the ways in which UBS manages conflicts and maintains independence of its research product;
historical performance mformation; and certain additional disclosures concerning UBS research recommendations,
please visit www.ubs.com/disclosures. The figures contained in performance charts refer to the past; past performance is
not a reliable indicator of future results. Additional information will be made available upon request. UBS Securities Co,
Limited is licensed to conduct securities investment consultancy businesses by the China Securities Regulatory
Commission.

UBS Investment Research: Global Equity Rating Allocations

UBS 12-Month Rating Rating Category Coverage’ IB Services®
Buy Buy 45% 36%
Neutral Hoid/Neutral 45% 36%
Sell Sell 11% 18%
UBS Short-Term Rating Rating Category Coverage® IB Services”
Buy Buy less than 1% 33%
Sell Sell less than 1% 0%

1:Percentage of companies under coverage globally within the 12-month rating category.

2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided within
the past 12 months.

3:Percentage of companies under coverage globally within the Short-Term rating category.

4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided
within the past 12 months.

Source: UBS. Rating allocations are as of 31 March 2013.
UBS Investment Research: Global Equity Rating Definitions

UBS 12-Month Rating Definition

Buy FSRis > 6% above the MRA.

Neutral FSR is between -6% and 6% of the MRA.

Sell FSR is > 6% below the MRA.

UBS Short-Term Rating Definition

Buy Buy: Stock price e)fpected to rise within three months from the time the rating was assigned
because of a specific catalys! or event.

sell Sell: Stock price expected to fall within three months from the time the rating was assigned

because of a specific catalyst or event.

UBS 3
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KEY DEFINITIONS

Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over the next 12
months.

Market Return Assumption (MRA} is defined as the one-year locat market interest rate plus 5% (a proxy for, and not a
forecast of, the equity risk premium).

Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock's price target and/or rating are
subject fo possibie change in the near term, usually in response o an event that may affect the investment case or valuation.
Short-Term Ratings reflect the expected near-term (up to three months) performance of the stock and do not reflect any
change in the fundamental view or investment case.

Equity Price Targets have an investment horizon of 12 months.

EXCEPTIONS AND SPECIAL CASES

UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, management,
performance record, discount; Neutral: Neutral on factors such as structure, management, performance record, discount; Sell:
Negative on factors such as structure, management, performance record, discount.

Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the Investment Review
Committee (IRC). Factors considered by the IRC include the stock’s volatility and the credit spread of the respective company's
debt. As a result, stocks deemed fo be very high or low risk may be subject to higher or lower bands as they relate fo the rating.
When such exceptions apply, they will be identified in the Company Disclosures table in the relevant research piece.

Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not
registered/qualified as research analysts with the NASD and NYSE and therefore are not subject to the restrictions contained in
the NASD and NYSE rules on communications with a subject company, public appearances, and trading securities held by a
research analyst account. The name of each affiliate and analyst employed by that affiliate contributing to this report, if any,
foliows.

UBS Securities LLC: Ronald J. Barone.

Company Disclosures

Company Name Reuters  12-mo rating Short-term rating Price Price date
Atmos Energy” »* #7751 ATON Neutral N/A US$43.62 01 May 2013
Source: UBS. All prices as of iocal market close.

Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock pricing
date

2. UBS AG, its affiliates or subsidiaries has acted as manager/co-manager in the underwriting or placement of securities of
this company/entity or one of its affiliates within the past 12 months.
4. Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for investment banking

services from this company/entity.

6a.  This company/entity is, or within the past 12 months has been, a client of UBS Securities L.LC, and investment banking
services are being, or have been, provided.

6b.  This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and non-securities
services are being, or have been, provided.

7. Within the past 12 months, UBS Securities L.LC has received compensation for products and services other than
investment banking services from this company/entity.

186. UBS Securities LLC makes a market in the securities and/or ADRs of this company.
18.  Adirector of this company acts as a consultant to UBS Securities LLC.

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report.
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Giobal Disclaimer

This document has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS,

This document is for distribution only as may be permilted by law. !t is not directed to, or intended for distribution to or use by, any person ar entity who Is a citizen or
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary te law or regulation
or would subject UBS to any registration or licensing requirement within such jurisdiction. it is published solely for information purposes; i is not an advertisement
nor is it a soficitation or an offer to buy or sell any financial instruments or to parlicipate in any particular trading strategy. No representation or warranty, either
exprass or impfied, is provided in relation to the accuracy, completeness or reliability of the informaltion contained in this document {'the Information’), except with
respect to Information concerning UBS. The Information is not intended to be a complete statement or summary of the securities, markels or developments referred
to in the document. UBS does not undertake to update or keep current the Information. Any opinions expressed in this document may change without natice and
may differ or be contrary to opinions expressed by other business areas or groups of UBS.

Nothing in this document constitules a representation that any investment siralegy or recommendation is suitable or appropriate to an investor's individual
sircumstances or otherwise constifutes a personal recommendalion. Investments invalve risks, and investors should exercise prudence and their own judgement in
making their investment decisicns, The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of
investors, Options, derivative products and futures are not suitable for all investors, and trading in these instruments is considered risky. Mortgage and asset-backed
securities may invoive a high degree of risk and may be highly volatiie in response to fluctuations inn interest rates or other market conditions. Foreign currency rates
of exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. Fer investment advice, trade execution
or cther enguiries, clients should contact their local sales representative.

The valus of any investment of income may go down as well as up, and investors may not get back the fulf amount invested. Past performance is not necessarily a
guide to future performance. Neither UBS nor any of ils directors, employees or agents accepts any liability for any loss (including investment ioss) or damage
arising out of the use of all or any of the Information.

Any prices stated in this document are for information purposes only and do not represent vatuations for individual securities or other financial instruments. There is
no representation that any transaction can or could have been effected at those prices, and any prices do nof necessarily reflect UBS's internal books and records or
theoretical model-based valualions and may be based on certain assumplions. Different assumptions by UBS or any other source may yield substantialy different
results.

Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management. The anatysis contained in this document
is based on numerous assumptions. Different assumptions could resuit in materially different results. The anatysi{s) responsible for the preparation of this document
may interact with rading desk personnel, sales personnel and other parties for the purpase of gathering, applying and interpreting market information. UBS relies on
information bamiers fo contrel the flow of infermation cantained in one or more areas within UBS into other areas, units, groups or affiates of UBS. The
compensation of the analyst whe prepared this document is determined exclusively by research management and senior management (not including investment
banking). Analyst compensation is not based on investment banking revenues; however, compensation may relate fo the revenues of UBS Investment Bank as a
whole, of which investment banking, sales and trading are a part.

For financial instruments admitted o trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market
maker or fiquidity provider {in accordance with the interprefation of these terms in the UK) in the financiat instruments of the issuer save that where the activity of
liquidity provider is carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately
disclosed in this document. For financial insfruments admitted fo trading on a non-EU regulated market: UBS may act as a market maker save that where this activity
is carried out in the US in accordance with the definition given io it by the relevant faws and regulations, such activity will be specifically disclosed in this document.
UBS may have issued a warrant the value of which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and
employees may have long or shorl positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be
inconsistent with the oginions expressed in this docurent.
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United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is distributed by UBS Limited to persons who are eligible
counierparfies or professional cilents. UBS Limited is authorised and regulated by the Financial Services Authority (FSA). France: Prepared by UBS Limited and
distributed by UBS Limited and UBS Securities France S.A. UBS Securities France S.A. is regulated by the Autorité des Marchés Financiers (AMF). Where an
analyst of UBS Securities France S.A, has coniribuled to this document, the document is also deemed to have been prepared by UBS Securifies France S.A.
Germany: Prepared by UBS Limited and dislributed by UBS Limited and UBS Deutschland AG. UBS Deutschland AG is regulated by the Bundesanstait fur
Finanzdienstleistungsaufsicht (BaFin). Spain: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities Espafia SY, SA. UBS Securities Espafia
SV, 8A is regulated by the Comision Nacional del Mercado de Valores (CNMV). Turkey: Prepared by UBS Menkul Degerler AS on behaif of and distributed by UBS
Lim#ted. No information in this document is provided for the purpose of offering, marksting and sale by any means of any capital market instruments and services in
the Republic of Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey. UBS AG is not
licensed by the Turkish Capital Market Board under the provisions of the Capital Market Law {Law No. 2498). Accordingly, neither this document nor any other
offering material refated to the instrumenis/services may be utilized in connection with providing any capital market services to persons within the Republic of Turkey
without the prior approvat of the Capital Market Beard. However, accerding to arlicle 15 {d} (i} of the Decree No. 32, there is no restriction on the purchase or sale of
the securities abroad by residents of the Republic of Turkey. Poland: Disfribuied by UBS Limited (spolka z ograniczena odpowiedzialnoscia) Oddzial w Polsce,
Russia: Prepared and distributed by UBS Securities CJSC. Switzerland: Distributed by UBS AG to perscns who are institutional investors only. Haly: Prepared by
UBS Limited and distributed by UBS Limited and UBS ltalia Sim S.p.A. UBS italia Sim S.p.A. is regulated by the Bank of italy and by the Commissione Nazionale
per le Societa e la Borsa (CONSOB). Where an analyst of UBS lialia Sim S.p.A. has contributed to this document, the document is also deemed fo have been
prepared by UBS [talia Sim S.p.A. South Africa: Distributed by UBS South Africa (Ply) Limited, an authorised user of the JSE and an authorised Financial Services
Provider. Israek: UBS Limited and its affiliates incorporated outside Israel are not licensed under the Investment Advice Law. This material is being issued only to
and/or is directed only at persons who are Sophisticated Investors within the meaning of the Israeli Securities Law, and this material must not be refied or acted upon
by any other persons. Whilst LUBS Limited holds insurance for ils activities, it does not hold the same insurance that would be required for an investment advisor or
investment marketer under the relevant Investment Advice Law Reguiations. Saudi Arabia: This document has been issued by UBS AG {andfor any of its
subsidiaries, branches or affifiates}, a public company limited by shares, incorporated in Switzeriand with ils registered offices at Aeschenvorstadt 1, CH-405% Basel
and Bahnhaofstrasse 45, CH-B0O1 Zurich. This publication has been approved by UBS Saudi Arabia (a subsidiary of UBS AG), a foreign closed joint stock company
incorporated in the Kingdom of Saudi Arabia under commercial register number 1010257842 having its registered office at Tatweer Towers, P.O. Box 75724, Riyadh
11588, Kingdom of Saudi Arabia. UBS Saudi Arabia is authorized and regulated by the Capital Market Authority to conduct securities business under license number
08113-37. United States: Distributed to US persons by either LIBS Secunities LLC or by UBS Financial Services Inc., subsidiaries of UBS AG; or by a group,
subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer (a ‘non-US affiliate’) to major US instituticnal investors only, UBS Securities LLC or
UBS Financial Services Inc. accepts responsibility for the content of a document prepared by another non-US affiliate when distributed to US persons by UBS
Securities LLC or UBS Financial Services Inc. All transactions by a US person in the securittes menticned in this document must be effected through UBS Securities
LLC or UBS Financial Services inc., and not through a non-US affiliate. Canada: Distributed by UBS Securities Canada Inc., a registered investment dealer in
Canada and a Member-Canadian investor Protection Fund, or by another affiiate of UBS AG that is registered to conduct business in Canada or is otherwise
exempt from registration. Hong Kong: Distributed by UBS Securilies Asia Limited. Singapore: Distributed by UBS Securities Pte. Lid. [mica (p} 016/11/2011 and Co,
Reg. No.: 198500648C] or UBS AG, Singapore Branch. Please contact UBS Securities Ple. Ltd., an exempt financial adviser under the Singapore Financial Advisers
Act {Cap. 110}; or UBS AG, Singapore Branch, an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110} and a wholesale bank licensed
under the Singapare Banking Act {Cap. 18} regulated by the Monetary Authority of Singapore, in respect of any matters arising from, or in conneclion with, the
analysis or document. The recipients of this document represent and warrant that they are accredited and institutional investors as defined in the Securities and
Futures Act {Cap. 289). Japan: Distributed by UBS Securities .Japan Co., Ltd. to institutional investors only. Where this document has been prepared by UBS
Securities Japan Co., Ltd., UBS Securities Japan Co., Lid. is the author, publisher and disiributor of the document. Australia: Distributed by UBS AG (Holder of
Australian Financial Services License No. 231087} and/or UBS Securiies Australia Ltd (Holder of Australian Financial Services License No. 231098). The
Information in this deccument has been prepared without taking inte account any investor's objectives, financial situation or needs, and investors should, before acting
on the information, consider the appropriateness of the Infarmation, having regard to their objectives, financial situation and needs. if the Information contained in
this decument relates to the acquisition, or potential acquisition of a particular financial product by a ‘Retait’ client as defined by section 761G of the Corporations Act
2001 where a Product Disclosure Statement would be required, the retail client should sbtain and consider the Preduct Disclosure Statement relating te the product
before making any decision about whether to acquire the product. New Zealand: Distributed by UBS New Zeatand Ltd. The information and recommendations in this
publication are provided for general information purposes only, To the extent that any such information or recommendations constitule financial advice, they do not
take into account any person's particular financial situation or goals. We recommend that recipients seek advice specific to their circumstances from their financial
advisor. Dubai: The research prepared and distributed by UBS AG Dubai Branch is intended for Professional Clients only and is not for further distribution within the
United Arab Emirates. Korea: Distributed in Korea by UBS Securities Pte. Ltd., Seoul Branch. This document may have been edited or contributed to from time to
time by affiliates of UBS Securities Pte. Lid., Seoul Branch. Malaysia: This material is authorized fo be distributed in Malaysia by UBS Securities Malaysia Sdn. Bhd
(253825-x). India: Prepared by UBS Securities India Private Ltd. 2/F, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai {india) 400051,
Phone: +312261556000 SEBI Registration Numbers: NSE (Capital Market Segment): INB230951431, NSE (F&O Segment) INF230951431, BSE (Capital Market
Segment) INBD10951437.

The disclosures contained in research documents produced by UBS Limited shall be govemned by and construed in accordance with English faw.

UBS specifically prohibits the redistribution of this document in whole or in part withoul the wrilten permission of UBS and UBS accepts no liability whatsoever for the
actions of third parties in this respect. Images may depict objects or elements which are profected by third party copyright, trademarks and other inteliectual property
rights, @ UBS 2013. The key symboi and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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Gas Utilities

: : — 12-month ratinvt;';immrmh Neutral
Atmos Energy ,,U,'?Ef??i’ﬁ?f’m.

12m price target US$37.00
Prior: US$35.00
Off to a Strong Start P e
B Results In-Line RIC: ATO N BBG: ATO US
ATO reported adj 1Q'13 EPS of $0.74, in-line with our est of $0.74 but below the cons sstof 7 February 2013

$0.77. 1Q'13 EPS were 21% above adj 1Q'12 EPS of $0.61. All segments reported improved )
results: Natural Gas Distribution operating income, $109.1MM (up from $103.4MM primarily ~ 1rading data

due to an $8.3MM reduction in O&M); Repgulated Transmission & Storage operating income, 52wk range \U5$37.66-36.60
$32.0MM (up from $284MM primarily due to increased revenue from the GRIP filing, Market cap. US$3.39bn
Eeffective.April 12y prlrf:gulaied Operations, $13.8MM (up from $7.7MM duc to $6.5MM Shares os 90.2m (COM)
increase in asset optimization margins). Free fioat 28%
M Rate Activity Avg. daily volume {000} 121
In December, the Texas Railroad Commission issued a final order in the Mid-Tex Cities case, ~ Avg. daily value (m) uss4s

authorizing a net increase n operating income of $42.6MM ($29.6MM increase in margin &

$13.0MM decrease in depreciation), a 10.5%ROE on a 52% equity base and an increase in the ~ Balance sheet data 03/13E

customer base charge to 84% of the residential bill {thercby increasing cash flow stability). Shareholders' equity Us82.48bn

Other authorized rate activity increases in operating income in 1Q were: West Texas, $6.6MM P/BV (UBS) 1.4x

(Oct}; Tenn[assee, $7.5MM (Nov), Mississippi, $34MM (Dec); Louisiana, $2.7MM (Dec). Net Cash {debt) (US$2.700n)

Rate filings in 2Q are expected in Texas (GRIP), Kentucky and Georgia.

. . ) . . Forecast refurns

B Guidance Maintained, Estlm?tes Ralsedl \ Forecast price appreciation 5%

ATO expects F'13 EP§ 10 be at the higher B}ld of_ﬁs pr§v1(1usly announced range of $2.40- Forecast dividend yield 379

$2.50. Net income from regulated opcrations is projected at $211MM-$219MM and E ¢ stock refu 22

nonregulated operations net income is forecast at $9MM-$11MM., We are raising our EPS est orecaststocx refurn ] e

10 $2.46/52.57/$2.66, from $2.42/$2.52/$$2.61, for F'13/145/'15, respectively. Market retum assumption 5.3%
Forecast excess return -3.1%

M Valuation: Maintaining Neutral Rating, Raising Target Price

We are maintaining our Neutral rating but raising our SOP/DCF-derived PT to $37, from $35. EPS (UBS, US§)

0SM3E gaM2
From To Cons. Actual
QIE 074 074 071 0.6%
QE 133 136 139 129
Q3E 032 031 022 032
Highlights {US$m) 8911 0912 09/13E 09/14F 08/15E Q4E 005 005 003 005
Revenues 4,351.51 3,447.38 3,890.54 4.177.11 428382 69/113E 242 2.46 2.42
EBIT (UBS) 467.60 452.95 48730 502.47 523,54 09M4E 950 257 059
Net income {UBS) 195.33 206.21 22493 236.08 246.09
EPS (UBS, US$) 215 226 248 257 286 Performance {US$)
Net DPS (UBS, US$} 1.36 1.38 1.40 142 144 P T W
Profitability & Valuation 5y hist av, 092 69/13E G914 09/15E 50t -
EBIT margin % 2.9 13.4 125 12.0 122 o "
ROIC (EBIT} % 103 97 9.7 94 93
EV/EBITDA {core) x 72 76 77 75 82 e »
PE (UBS) x 138 148 153 146 141 00
Net dividend yield % 46 44 37 18 38 EESEEEREBEEREERE
Source: Conpany accounts, Thomson Reulers, UBS estimeles, {UBS) valuations are staled before goocil-rafated charges and olfier adjustments for oy e
abnarmal and ecenomic Rems af the analysts' judgement, Scurce: UBS

Valuations; based on an average share price that year, (E}: based on a share price of US$37.58 on 07 Feb 2013 09,11 EST
Ronald J. Barone

Analyst

ronald.barone@ubs.com

+1-212-713 3848

www.libs.comfinvestmentresearch

This report has been prepared by UBS Securities LLC

ANALYST CERTIFICATION AND REQUIRED DISCLOSURES BEGIN ON PAGE 2.

UBS 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 inv%s}:ment dec%on
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= Atmos Energy

Atmos Energy Corporation, headquartered in Dallas, Texas, primarily provides
regulated natural gas distribution and transmission and storage services to
approximately 3.2 million residential, commercial, public authority, and
industrial customers in 12 slates primarily in the South. Non-regulated
operations include Marketing & Trading and Pipeline & Storage businesses.
Atmos completed its acquisition of TXU Gas in 2004 to become one of the
largest pureplay gas distribution companies in the country; Atmos also operates
one of the largest intrastate pipelines in Texas.

m Statement of Risk

Risks to our estimates and price farget include mild weather, rising interest rates,
unfavorable regulatory decisions, increasing reliance on the Marketing &
Trading segment's earnings, increased commodity costs, declines in pipeline
throughput volumes related to reduced Barnett Shale drilling activity, and
dilutive equity offerings or acquisitions.

m  Analyst Certification

Each research analyst primarily responsible for the content of this research
report, in whole or in part, certifies that with respect to each security or issuer
that the analyst covered in this report: (1) all of the views expressed accurately
reflect his or her personal views about those securities or issuers and were
prepared in an independent manner, inchuding with respect to UBS, and (2} no
part of his or her compensation was, is, or will be, directly or indirectly, related
to the specific recommendations or views expressed by that research analyst in
the research report.
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Required Disclosures

This report has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and
affiliates are referred to herein as UBS.

For information on the ways in which UBS manages conflicts and maintains independence of its research product;
historical performance information; and certain additional disclosures concerning UBS research recommendations,
please visit www.ubs.com/disclosures. The figures contained in performance charts refer to the past; past performance is
not a reliable indicator of future results. Additional information will be made available upon request, UBS Securities Co.

Limited is licensed to conduct securities investment consuitancy businesses by the China Securities Regulatory
Commission.

UBS Investment Research: Gliobal Equity Rating Allocations

UBS 12-Month Rating Rating Category Coverage’ IB Services®
Buy Buy 48% 34%
Neutral Hold/Neutral 42% 35%
Sell Selt 9% 18%
UBS Short-Term Rating Rating Category Covera\ge3 IB Services®
Buy Buy less than 1% 33%
Sell Sell less than 1% 0%

1:Percentage of companies under coverage globally within the 12-month rating category.

2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided within
the past 12 months.

3:Percentage of companies under coverage giobally within the Short-Term rating category.

4:Percentage of companies within the Short-Term rating category for which investment banking {(IB) services were provided
within the past 12 months.

Source: UBS. Rating allocations are as of 31 December 2012.
UBS Investment Research: Global Equity Rating Definitions

UBS 12-Month Rating Definition

Buy FSR is > 6% above the MRA.

Neutral FSR is between -6% and 6% of the MRA.

Sell FSR is > 6% below the MRA.

UBS Short-Term Rating Definition

Buy Buy: Stock price egpected to rise within three months from the time the rating was assigned
because of a specific catalyst or event.

Seli Sell: Stock price expected to fall within three months from the fime the rating was assigned

because of a specific catalyst or event.
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KEY DEFINITIONS

Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over the next 12
months.

Market Return Assumption (MRA) is defined as the one-year local market interest rate plus 5% (a proxy for, and not a
forecast of, the equity risk premium).

Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock’s price target and/or rating are
subject to possible change in the near term, usually in response to an event that may affect the investment case or valuation.
Short-Term Ratings reflect the expected near-term (up to three months) performance of the stock and do not reflect any
change in the fundamental view or investment case.

Equity Price Targets have an investment horizon of 12 months.

EXCEPTIONS AND SPECIAL CASES

UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as sfructure, management,
performance record, discount; Neutral: Neutral on factors such as structure, management, performance record, discount; Sell:;
Negative on factors such as structure, management, performance record, discount.

Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the investment Review
Committee (IRC). Factors considered by the IRC include the stock’s volatility and the credit spread of the respective company's
debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands as they relate to the rating.
When such exceptions apply, they will be identified in the Company Disclosures table in the relevant research piece.

Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not
registered/qualified as research analysts with the NASD and NYSE and therefore are not subject o the restrictions contained in
the NASD and NYSE rules on communications with a subject company, public appearances, and trading securities held by a
research analyst account. The name of each affiliate and analyst employed by that affiliate contributing to this report, if any,
follows.

UBS Securities LLC: Ronald J. Barone,

Company Disclosures

Company Name Reuters  12-mo rating Short-term rating Price Price date
Atmos Energy” % 62 8 716,78 ATON Neutral N/A US$37.58 06 Feb 2013
Source: UBS. All prices as of iocal market close.

Ratings in this table are the most current published ratings prior to this report. They may be mare recent than the stock pricing
date

2. UBS AG, its affiliates or subsidiaries has acted as manager/co-manager in the underwriting or placement of securities of
this company/entity or one of its affiliates within the past 12 months.
4. Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for investment banking

services from this company/entity.

5. UBS AG, its affillates or subsidiaries expect to receive or intend to seek compensation for investment banking services
from this company/entity within the next three months.

B6a.  This company/entity is, or within the past 12 months has been, a client of UBS Securities LL.C, and investment banking
services are being, or have been, provided.

6b.  This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and non-securities
services are being, or have been, provided.

7. Within the past 12 months, UBS Securities LLC has received compensation for products and services other than
investment banking services from this company/entity.

16.  UBS Securities LLC makes a market in the securities and/or ADRs of this company.
18. A director of this company acts as a consultant o UBS Securities LLC.

Uniess otherwise indicated, please refer to the Valuation and Risk sections within the body of this report.
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Global Disclaimer

This document has been prepared by UBS Securities LILC, an affiiate of UBS AG. UBS AG, its subsidiafies, branches and affillates are referred to herein as UBS.

This decument is for distribution only as may be permitted by law. [t is not directed to, or intended for distribution to or use by, any person or enlity who is a citizen or
resident of or located in any Iocality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation
or would subject UBS fo any registration ar licensing reguirement within such jurisdiction. It is published sofely for information purposes; it is not an adverliserment
nor is it a solicitation or an offer to buy or sell any financial instruments or to pardicipate in any particutar trading strategy. No representation or warranty, either
express or implied, is provided in relation to the accuracy, completeness or reliability of the information contained in this document (the Information’), except with
respect to information concerning UBS. The Infermation is not intended to be a complete statement or summary of the securities, markets or developments referred
to in the document. UBS does not undertake to update or keep current the Information. Any opirions expressed in this document may change without notice and
may differ or be contrary to opinions expressed by other business areas or groups of LBS.

Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or appropriate lo an investor's individual
ciroumstances or otherwise constitutes a perscnal recommendation. Investments invelve risks, and investors should exearcise prudence and their own judgement in
making their investment decisions. The financial instruments described in the dosument may not be eligible for sale in all jurisdictions or to certain categories of
investors. Qptions, derivative products and fitures are not suitable for alf investors, and trading in these instruments is considered risky. Mortgage and asset-backed
securilies may involve a high degree of risk and may be highly volatile in response lo fluctuations in interest rates or other market conditions. Foreign currency rates
of exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. For investment advice, trade execution
or other enguiries, clients shouid contact their local sales representative.

The vaiue of any investment ar income may go down as well as up, and inveslars may not get back the full amount invested. Past performance is not necessarily a
guide to fufure performance. Neither UBS nor any of its direciars, employees or agents accepts any fiability for any loss (including investment loss) or damage
arising out of the use of all or any of the Information,

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities ar other financial instruments. There is
no representation that any transaction can or could have been effected at those prices, and any prices do nol necessarily reflect UBS's infemal books and records or
thearetical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different
resuits.

Research will iniliate, update and cease coverage solely at the discretion of UBS Investiment Bank Research Management. The analysis contained in this decument
is based on numerous assumplions. Different assumptiens could result in materially different results. The analyst{s) responsible for the preparation of this document
may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting market information. UBS refies on
information barriers to control the flow of information contained in one or more areas within UBS inlo other areas, unils, groups or afffiates of UBS, The
compensation of the analyst who prepared this document is determined exclusively by research management and senior management {not including investment
banking}. Analyst compensation is not based on investment banking revenues; however, compensation may relate to the revenues of UBS Investment Bank as a
whole, of which investment banking, sales and trading are a part.

For financial instruments adrmitted to trading on an EU regulated market. UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market
maker or liguidily provider {in accordance with the interpretation of these terms in the UK} in the financial instruments of the issuer save that where the activity of
fiquidity provider is carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately
disclosed in this document. For financiat instruments admitied to trading on a non-EU regulated market: UBS may act as a market maker save that where this aclivity
is carried aut in the US in accordance with the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document.
{UBS may have issued a warrant the value of which is based on one or more of the financial instruments referred fo in the document. UBS and is affliates and
employees may have long or short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be
inconsistent with the opinions expressed in this document.
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United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is distibuted by UBS Limited to persons who are eligible
counterparties or professional clients. UBS Limited is authorised and regulated by the Financial Services Authority (FSA}. France: Prepared by UBS Limited and
distributed by UBS Limited and UBS Securities France S.A. UBS Securities France S.A. is regulated by the Autorité des Marchés Financiers {AMF). Where an
analyst of UBS Securities France S.A. has contributed to this document, the document is also deemed to have been prepared by UBS Securities France S.A.
Germany: Prepared by UBS Limited and distibuted by UBS Limited and UBS Deutschland AG. UBS Deutschiand AG is regulated by the Bundesansialt fur
Finanzdienstleistungsaufsicht (BaFin). Spain: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities Espafia SV, SA. UBS Securities Espafia
SV, SA is regulated by the Comision Nacional del Mercado de Valores (CNMV). Turkey: Prepared by UBS Menkul Degerler AS on behalf of and dislributed by UUBS
Limited. No information in this document is provided far the purpose of offering, marketing and sale by any means of any capital market instruments and services in
the Republic of Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey, UBS AG is nol
licensed by the Turkish Capital Market Board under the provisions of the Capital Market Law {Law No, 2499}. Accordingly, neither this document nor any other
offering material related to the instruments/services may be utilized in connection with providing any capital market services to persons within the Republic of Turkey
without the prior approval of the Capital Market Board, However, according to articie 15 (d) (ii} of the Decree No. 32, there is no restriction on the purchase or sale of
the securities abroad by residents of the Republic of Turkey. Poland: Distributed by UBS Limited (spolka z ograniczona odpowiedzialnoscia} Oddzial w Polsce.
Russia: Prepared and distributed by UBS Securitivs CISC. Switzerland: Distributed by UBS AG to persons who are institutional investors only. Italy: Prepared by
UBS Limited and distributed by UBS Limited and UBS lItafia Sim S.p.A. UBS italia Sim S.p.A. is regulaled by the Bank of ltaly and by the Commissiong Nazionale
per le Societd e la Borsa (CONSOB). YWhere an analyst of UBS ltalia Sim S.p.A. has confributed to this document, the document is also deemed to have been
prepared by UBS Italia Sim S.p.A. South Africa: Distribuled by UBS South Africa (Pty) Limnited, an authorised user of the JSE and an authorised Finanoial Services
Provider. Israel: UBS Limited and its affifiates incorporated outside Isragl are not licensed under the lnvestment Advice Law. This material is being issued only to
andfor 15 directed only at persons who are Sophisticated investors within the meaning of the Israeli Securfies Law, and this material must not be relied or acted upon
by any cther persons. Whilst UBS Limited holds insurance for its activities, it does not hold the same insurance that would he reguired for an investment advisor or
investment marketer under the relevant hwvestment Advice Law Regulations. Saudi Arabia: This document has been issued by UBS AG (and/or any of its
subsidiaries, branches or affiliates), a public company limited by shares, incorporaied in Switzerland with ils registered offices at Aeschenvorstadt 1, CH-4051 Basel
and Bahnhofstrasse 45, CH-8001 Zurich. This publication has been approved by UBS Saudi Arabia (a subsidiary of UBS AG), a foreign ciosed joint stock company
incorporated in the Kingdom of Saudi Arabia under commercial register number 1010257812 having its registered office at Tatweer Towers, P.O. Box 75724, Riyadh
11588, Kingdom of Saudi Arabia, UBS Saudi Arabia is authorized and reguiated by the Capital Market Authority to conduct securities business under license number
08113-37, United States: Distributed to US persons by either UBS Securities LLC or by UBS Financial Services inc., subsidiaries of UBS AG; or by a group,
subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer {a ‘non-US affiliate’) to majar US inslitutional investors only. UBS Securities LLC or
UBS Financial Services Inc, accepts responsibifity for the content of a document prepared by another non-UsS affiliate when distributed to US persons by UBS
Securities LLC or UBS Finanoial Services Inc. All transactions by a US person in the securities menticned in this document must be effected through UBS Securities
LLC or UBS Financial Services Inc., and not through a non-US affiliate, Canada: Distributed by UBS Securities Canada Inc., a registered investment dealer in
Canada and a Member-Canadian Invester Protection Fund, or by another affiliate of UBS AG that is registersed o conduct business in Canadsa or is otherwise
exempt from registration. Hong Kong: Distributed by UBS Securities Asia Limited. Singapore: Distributed by UBS Securities Pte. Ltd. [mica {p) 016/11/2011 and Co.
Reg. No.: 198500648C] or UBS AG, Singapore Branch. Please contact UBS Securities Ple. Ltd,, an exempt financial adviser under the Singapore Financial Advisers
Act {Cap. 110); or UBS AG, Singapore Branch, an exempt financial adviser under the Singapare Financial Advisers Act (Cap. 110) and a wholesale bank licensed
under the Singapore Banking Ast {Cap. 18} regulated by the Monetary Authority of Singapore, in respect of any matters arising from, or in connection with, the
analysis or decument. The recipients of this document represent and warrant that they are accredited and institutional investors as defined in the Securities and
Futures Act {Cap. 289). Japan: Distributed by UBS Securities Japan Co., Ltd. to institutionat investors only. Where this document has heen prepared by UBS
Securities Japan Co., Ltd., UBS Securities Japan Co., Ltd. is the author, publisher and distributor of the dooument. Australia: Disiributed by UBS AG {Holder of
Australian Financial Services License No. 231087} and/or UBS Securities Australia Ltd (Holder of Australian Financial Services License No. 231098). The
Information in this document has been prepared without taking into account any investor's objectives, financial situation or needs, and investors should, before acting
on the information, consider the appropriateness of the information, having regard to their objectives, financial situation and needs. If the information contained in
this document relates to the acquisition, or potential acquisition of a pariicufar financial product by a ‘Retail’ client as defined by section 761G of the Corporations Act
2061 where a Product Disclosure Statement would be required, the retail client should obtain and consider the Product Disclosure Statement relating to the product
before making any decisien about whether to acquire the product. New Zealand: Distributed by UBS New Zealand 14d. The information and recommendations in this
publication are provided for general information purposes only. To the extent that any such information or recommendations constitute financial advice, they do not-
take into account any person's particular financial situation or geals. We recommend that recipients seek advice specific to their circumstances from their financial
advisor. Dubai: The research prepared and distributed by USS AG Dubai Branch is intended for Professionat Clients only and is not for further distribution within the
United Arab Emirates. Korea: Distributed in Korea by UBS Securities Ple. Ltd., Seoul Branch. This document may have been edited or contributed to from time to
time by affiliates of UBS Securities Pte. Ltd., Seou! Branch. Malaysia: This malerial is authorized to be distributed in Malaysia by UBS Securities Malaysia Sdn. Bhd
(253825-x). India: Prepared by UBS Securities India Private Lid. 2/F, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai {India) 400051,
Phone: +812261556000 SEBI Registration Numbers: NSE (Capital Market Segment): INB230851431, NSE (F&O Segment) INF230951431, BSE (Capital Market
Segmentj INB010951437.

The disclosures contained in research documents produced by UBS Limited shall be govemed by and construed in accordance with English law.

UBS specificaily prohibits the redistribution of this document in whole or in part without the written permission of UBS and UBRS accepts ne fiability whatsocever for the
aclions of third parties in this respecl. Images may depict objects or slements which are protected by third party copyright, trademarks and other intellectual property
rights. © UBS 2013, The key symbol and UBS are among the registered and unregistered trademarks of UBS, All rights reserved.
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Case No. 2013-00148
Atmos Energy Corporation, Kentucky Division
AG DR Set No. 1
Question No. 1-184
Page 1 of 1

REQUEST:

Please provide copies of credit reports for Atmos Energy Corporation and Applicant
from the major credit rating agencies (S&P, Moody's, and Fitch) published since
January 1, 2011.

RESPONSE:

Please see Attachment 1.

ATTACHMENT:

ATTACHMENT 1 - Atmos Energy Corporation, OAG_1-184_Att1 - Rating Agencies
Credit Reports.pdf, 80 Pages.

Respondent: Greg Waller
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Mooby’s
INVESTORS SERVICE

Announcement: Moody's reviews Atmos Energy for possible upgrade

Global Credit Research - 31 Mar 2011

Over $2 billion of debt affected

New York, March 31, 2011 — Moody's Investors Service placed under review for possible upgrade the long-term debt ratings of Aimos Energy
Corporation {Atmos, Baa2 senior unsecured). The company's Prime-2 commercial paper rating is not affected.

RATINGS RATIONALE

The rating review acknowledges some sustained favorable factors, including a continuing series of rate increases which have resulted in a
steady improvement in credit metrics, and the recent exit from the unregulated gas storage development business.

Akey factor in the determination of a possible upgrade will be the resolution of a credit facility renewal in May 2011. Also relevant will be the
ouicome of the Atmos Pipeline rate case due in April 2011.

"Afmos Energy's continued rate increases, as well as its improving credit metrics and business risk profile, are positive factors supporting a
possible upgrade,” said Moody's vice president Viholko Manabe.

The company's liquidity resources wilt be an important factor in the rating review. Over the past year, Atmos has been implementing a serles of
planned steps to renew its credt facilities. Atmos is currently in the midst of renewing Atmos Energy Corporation's $767 million of credit
facilities that expire this year and is planning to replace them with a $750 miliion 5-year facility over the next few months.

Also important in the rating review will be the satisfactory resolution of the Atmos Pipeline rate case, which we expect to be concluded in April
2011, With a requested amount of $35.3 million, this is the largest of the pending rate cases for 2011,

In fiscal 2010, Atmos was approved $58 miillion in annual rate increases, 59% of which were from routine annual rate filings, capital invesiment
recovery mechanisms, and surcharges. Compared to periodic base rate cases, recovery from such routine annual rate filings can be more
timely and more certain. The company’s reguiatory activity continues apace with about $24 million of rate relief granted so far this year and $37
milfion additional on file. This amount of rate relief appears in line with the approximately $50-80 milfion of rate increases a year that Atmos has
obtained in recent years and expects o receive on an annual basis.

Aseries of rate increases has contributed to a steady improvement in Atmos's credit metrics over the past few years. After Moody's standard
adiustments, fiscal 2010 cash flow from operations pre-working capitai-to-debt (CF pre-WC) was 27.4%. CF pre-WC plus interest-to-interest
was 5.3 times. These credit metrics are strong relative to simiarly-rated gas distribution companies. Moody's had previously indicated that
sustainable CF pre-WC/Debt above 20% and CF pre-WC+interest/Interest in the mid-4 times range might move Atmos's rating up. Moody's
noted that the 2010 metrics reflected nonrecurring increases in cash flow from bonus depreciation and a one-time change in accounting for
repairs.

in the rating review, Moody's will assess whether the company can sustain those ratio levels over the long term, without those temporary
effects.

The company recently made its final exit from the midstream business by writing off its investment in the Fort Necessity salt-dome natural gas
storage project. Althcugh Atmos took a noncash charge on this investment, Moody's views it as a positive event , marking the end of the gas
storage development business which Moody's views as a higher risk activity.

Moody's most recent rating action on Atmos Energy was on March 19, 2010, when the rating was affirmed with a positive cutlook.

The principal methodology used in rating Atmos is Moody's Regulated Electric and Gas Utiliies methodology published in August 2009,
Headquartered in Dallas, Texas, Atmos Energy Corporation engages in the distribution, transmission, and marketing of natural gas.

On Review for Possibie Upgrade:

.Issuer: Atmos Energy Corporation

_...Muitiple Seniarity Shelf, Placed on Review for Possible Upgrade, currently a range of {(P)Baa3 to (P)Baa2

....Muitiple Seniority Shelf, Placed on Review for Possible Upgrade, currently a range of (P)Baad to (P)Baa2

....Senior Unsecured Regular Bond/Debenture, Placed on Review for Possible Upgrade, currently Baa2

Outlock Actions:

Issuer: Atmos Energy Corparation

....0utlook, Changed To Rating Under Review From Positive

REGULATORY DISCLOSURES

Information sources used to prepare the credit rating are the following: parties involved in the ratings, public information, and confidential and
proprietary Moody's Investor Service's information.
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New York
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Moobpy’s
INVESTORS SERVICE

© 2011 Moody's Investors Service, inc. and/or its icensors and affiliates (ccllectively, "MOODY'S"). Al rights reserved.

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S {"MIS") CURRENT QPINIONS OF THE
RELAT[VE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WATH THE EXPECTATION AND UNDERSTANDING THAT FACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE.

ALL INFORMATION CONTAINED HEREIN {5 PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, iN WHOLE OR IN PART, IN ANY FORM OR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOGDY'S PRIOR WRITTEN
CONSENT. All information contained herein is obtained by MOODY'S from sources befieved by it fo be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all information
contained herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that
the information it uses in assigning 2 credit rating is of sufficient quality and from sources Mocdy's considers to be
reliable, including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and
cannot in every instance independently verify or validate information received in the rating process. Under no
circumstances shalt MOGDY'S have any liability to any person or entity for (a) any loss or damage in whole or in part
caused by, resulting from, or relating to, any error {negligent or otherwise) or other circumstance or contingency within
or outside the control of MOODY'S or any of its directors, officers, employees or agents in connection with the
procurement, collection, compiiation, analysis, interpretation, cornmunication, publication ar delivery of any such
information, or (b) any direct, indirect, special, conseguential, compensatory or incidentat damages whatsoever
(including without limitation, lost profits), even if MOODY'S is advised in advance of the possibility of such damages,
resuiting fram the use of or inability to use, any such infermation. The ratings, financial reporting analysis, projections,
and other observations, if any, constituting part of the information contained herein are, and must be construed solely
as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any securities.
Each user of the information contained herein must make its own study and evaluation of each security it may
consider purchasing, holding or seling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY,
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S INANY FORMOR
MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation {"MCC"), hereby discloses that mest
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper} and
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preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MiS for appraisal and rating
services rendered by it fees ranging from $1,5C0 to approximately $2,500,000. MCO and MiS also maintain policies
and procedures to address the independence of MiS's ratings and rating processes. information regarding certain
affiliations that may exist between directors of MCQ and rated entities, and between entities who hold ratings from MIS
and have aiso publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and Shareholder
Affiliation Policy.”

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61
003 399 857, which holds Australian Financial Services License no. 336969. This document is intended to be provided
only to "whaolesale clients” within the meaning of section 761G of the Corporations Act 2001. By continuing to access
this document from within Australia, you represent to MOODY'S that you are, or are accessing the document as a
representative of, a "wholesale client” and that neither you nor the entity you represent will directly or indirectly
disseminate this document or its contents to "retaif clients” within the meaning of section 761G of the Corporations
Act 2001.

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's Japan K.K. ("MJKK")
are MUJKK's current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-iike
securities. In such a case, "MIS” in the foregoing statements shall be deemed to be replaced with "MIKK". MIKK is a
wholly-owned credit rating agency subsidiary of Moody's Group Japan G.XK., which is wholly owned by Moody's
Overseas Holdings Inc., a wholly-owned subsidiary of MCO.

This credit rating is an opinicn as to the creditworthiness or a debt obligation of the issuer, not on the equity securities
of the issuer or any form of security that is available to retail investors. it would be dangerous for retail investors to
make any investment decision based on this credit rating. If in doubt you should contact your financial ar other
professional adviser.
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Credit Opinion: Atmos Energy Corporation

Global Credit Research - 10 May 2013

Dallas, Texas, United Sfates

Category Moody's Rating
Outlook Stable
Senior Unsecured Baa1
Bkd Commercial Paper P-2

Analyst Phone
John M. Grause/New York City 212.553.7214
William L. Hess/New York City 212.553.3837

Rating Drivers

- Diverse and generally supportive regulation
- Low business risk operations
- Consistent and solid financial performance

Corporate Profile

Atmos Energy Corporation (Atmos; Baa1 senior unsecured, stable outlook) is primarily engaged in regulated
natural gas distribution in eight states (Texas, Louisiana, Mississippi, Kentucky, Tennessee, Kansas, Colorado and
Virginia) and transmission and storage in Texas. Atmos has an intermediate holding company Atmos Energy
Holdings, Inc. {AEH) that owns non-utility subsidiaries engaged principally in gas marketing, housed at its Aimos
Energy Marketing, LLC (AEM) subsidiary, as well as minor pipeline and storage operations in Louisiana and
Kentucky.

in April 2013, Atmos completed the sale of its natural gas distribution assets located in Georgia, representing about
64,000 customers, for approximately $141 miilion.

SUMMARY RATING RATIONALE

Atmos' ratings are supported by the low risk of its rate-regulated gas distribution utilities in generally constructive
reguiatory jurisdictions, strong operating history, solid credit metrics, and a conservative management approach.
Gas marketing is the riskiest element of the company, but it is expected to remain a smail part of Atmos.

DETALED RATING CONSIDERATIONS
DIERSE AND GENERALLY SUPPORTIVE REGULATION

With distribution and pipeline operations in eight states, Atmos has jurisdictional diversity that reduces its exposure
to any one adverse regulatory decision or warmer-than-normal weather in any of its service territories. it does have
some asset concentration in Texas (60% of customer metears) with their next largest service areas being in
Louisiana (11%) and Mississippi (9%). The reguiatory frameworks in these states are credit-supportive, with Texas
and Loulsiana utilities generally scored as Baa in Factor 1 under Moody's regulated utilities rating methodology and
Mississippi scored as A. Further regulatory diversity resuits from the many municipalities that hold original
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jurisdictions in Texas as well as separate ratemaking for pipelines in Texas and Louisiana.

Atmos has been successful in increasing and stabilizing its regulated margins through rate increases and rate
design improvements. Given its disparate operations and rising costs, regulatory lag is an issue that Atmos
addresses through numerous and continual rate activity including regular rate adjustments, outside of base rate
cases, for smail amounis spread over its many jurisdictions. Such mechanisms increase the certainty of obtaining
some timely rate relief while reducing the company's exposure to an adverse rate decision. However, Atmos needs
many such small increases to affect margins materially. Over the last three years, about 33% of these eoperating
income increases from rate activity have come from infrastructure programs, such as the Gas Reliability
infrastructure Program {(GRIP) in Texas, which aliows Atmos to recover capital investments made in the prior year
without a rate case. In addition, the company has obtained rate design changes that mitigate earnings volatility
from weather and lower consumption {covering over 90% of its meters) and bad debts (covering over two thirds of
its meters).

LOW RISK BUSINESS OPERATIONS

Being predominantly regulated, Atmos has low business risk with core rate-regulated gas distribution in numerous
states accounting for approximately 69% of 2012 net income. With only moderately higher risk, Aimos' pipefine
business accounts for approximately 29% of 2012 net income. Afmos unregulated businesses are not of
significant scale, contributing approximately 2% of 2012 net income.

Gas marketing is Atmos' riskiest business segment being exposed to commodity price, basis, counterparty, and
other risks which makes it difficult to predict its financial results with a high degree of accuracy. As a management
strategy, Atmos has been de-emphasizing its unregulated operations in light of the weak medium-term outlook. In
particuiar, AEM's asset optimization business has been suffering from reduced sales volumes as arbitrage
opportunities on AEM's assets have dissipated in the current market environment. The drop in asset optimization
profits has caused AEMs overall earnings to decline significantly in the last few years, and we do not anticipate a
turnaround anytime soon. We have assumed very little earnings from this business.

CONSISTENT, SOLID FINANCIAL PERFORMANCE

Over the years, Aimos has been accruing sufficient rate increases to sustain a modest but steady improvement in
its credit metrics. During its fiscal year ended September 30, 2012, Atmos received approval for $31 million in
annual rate increases. As of December 31, 2012, Atmos has received about $64 million in rate relief and had $7
million of pending rate requests. Of the $64 million received in rate refief, $56.7 million came from three completed
rate cases and $3.6 million from infrastructure programs.

Atmos' baseline cash flow from operations before working capital changes (CFO pre-WC) is in the low $600
million range ($621 million in the last twelve months ended December 2012}, up from the $612 million in fiscal year
2012. Atmos’s credit metrics currently map to the low A, high Baa range under Moody's regulated utilities rating
grid. CFO pre-WC-to-debt is at or above 20% {23.5% in fiscal year 2012, 20.8% in the 12 months ended
December 2012). CFO pre-WC plus interest-to-interest has remained in the high 4 times range {4.9x in both fiscal
2012 and the 12 months ended December 2012).

Liquidity Profile
Afmos’ liquidity is considered adequate in the near term. Factors in our liquidity analysis include:
Cash - At December 31, 2012, cash on hand was $125 miflion.

internal Cash Flow - Aimos had capital spending of $768 million and dividends of $126 million for the twelve
months ended December 31, 2012. With cash from operations of $632 million for the same time period, Atmos
was reliant upon other sources of financing for approximately $262 million.

External Liquidity - In December 2012, Aimos amended the terms of their $750 miliion unsecured credit facility to
increase the borrowing capacity to $950 million, with an accordion feature, which, if utilized, would increase the
borrowing capacity to $1.2 bilion. Atmos also has a $25 million unsecured facility and a $14 million revolving credit
facility. In total Atmos had $570.9 million outstanding under its credit facilities at December 31, 2012. Almos must
maintain a debt to total capitalization ratio below 70% in crder to borrow under this facility and was in compliance
(55%) at December 31, 2012.

in December 2012, AEM terminated its committed $200 million facility and replaced it with two $25 million credit
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facilities, one of which is committed. These fagilities will be used primarily to issue letlers of credit. The amount
available under these two facilities was $40 million at December 31, 2012.

Next Debt Maturity - Atmos has $500 million due in 2014.
Rating Cutlook

The stable outiock is based on Atmes's low-risk, regulated activities that produce consistent financial petformance
and the expectation that the company will continue to maintain adequate liquidity resources. The outlook also
assumes that the credit metrics will be sustained around current levels (for example, CFO pre-WC-to-debt in the
low 20% range).

What Could Change the Rating - Up

The rating could be upgraded if the company were to demonstrate a sustained improvement in its credit metrics
{for example, with CFO pre-WC-to-debt in the mid 20% range) while reducing exposure to unregulated activities.

What Could Change the Rating - Down

Asustained weakening in Atmos' credit metrics (including CFO pre-WC-to-debt in the high teens) could cause the
rating to be downgraded. In addition, M&A activity that results in higher financial and business risks could also
negatively affect the rating.

Atmos Energy Corporation
Regulated Hectric and Gas Utilities Industry [1][2] LTm Moody’s
12/31/2012 1218
month
Forward
View*
As of
May
2013
Factor 1: Regulatory Framework (25%) Measure |Score Measure|{Score
a) Regulatory Framework Baa Baa
Factor 2: Ability To Recover Costs And Eam Returns (25%)
a) Ability To Recover Costs And Earn Returns Baa Baa
Factor 3: Diversification (10%)
a) Market Position (10%} A A
b) Generation and Fuel Diversity (0%) N/A N/A
Factor 4: Financial Strength, Liquidity And Key Financial Metrics [40%)
a) Liquidity {10%) Baa Baa
b) CFO pre-WC + Interest/ interest (3 Year Avg) (7.5%) 4.9x A 45% | A
5.5x
¢) CFC pre-WC / Debt (3 Year Avg) (7.5%) 20.8% | Baa 19%- {Baa/
24% A
d) CFO pre-WC - Dividends / Debt (3 Year Avg) (7.5%) 16.7% | Baa 14%- (Baa/
18% A
e) Debt/Capitalization (3 Year Avg) (7.5%} 47.5% | Baa 45%- | Baa
49%
Rating:
a} Indicated Rating from Grid Baa1 Baa1
b} Actual Rating Assigned Baat Baa1

* THIS REPRESENTS MOODY'S FORWARD VIEW; NOT THE VIEW
OF THE ISSUER; AND UNLESS NOTED IN THE TEXT DOES NOT
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INCORPORATE SIGNIFICANT ACQUISITIONS OR DVESTITURES

[1] All ratios are calculated using Moody's Standard Adjustments. [2] As of 12/31/2012; Source: Moody's Financial
Metrics
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© 2013 Moody's Investors Service, Inc. and/or its licensors and affiliates (collectively, "MOODY'S"™). Ali rights
reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS"} AND ITS AFFILIATES ARE
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Strengths:
s A low-risk monopoly gas distribution and pipeline business. BBB+/Stable/A-2

* A supportive regulatory environment,

» A large, stable residential and commercial customer base.

s Geographic and regulatory diversity provided by regulated operations in 12
states,

Weaknesses:

» A significant financial risk profile characterized by high leverage and weak cash flow measures.

« Higher business risks, volatile cash flow, and increased working capital requirements associated with sizable
nonregulated operations.

¢ A history of pursuing sizable acquisitions,

Eattonale

Standard & Poor's rating on Dallas, Texas-based Atmos Energy Corp. (Atmos) reflects our assessment of the
company's business risk profile as excellent and its financial risk profile as significant, The rating is based on the
consolidated business and financial risk of the company, including the nonregulated operations. The rating balances
the strong cash flow gencrated by the regulated gas distribution and pipeline operations {expected to be about 80%
to 85% of consolidated net income in 2011} with the more volatile cash flows that natural gas marketing operations
contribute.

Key credit factors include favorable regulatory oversight; the company's position as one of the largest natural gas
local distribution companies in the U.S., with operations in 12 states {although about 60% of total customers are in
Texas); and the low operating risks of its regulated utilities. A large residential customer base, lack of competition in
the company's regulated service tertitories, and high barriers to entry provided by the capital-intensive nature of the
distribution network also support the business risk profile. Atmos's financial risk profile, which has high leverage
and weak cash flow metrics; its investment in higher-risk, nonregulated operations; and its history of pursuing
sizable acquisitions somewhat temper the company's strengths,

The company generally maintains constructive relationships with the utility commissions in the states where it
operates, which results in stable revenues and cash flow, Cash flows also benefit from a favorable regulatory
environment, including coverage of more than 90% of its customers by weather-normalization clauses. In several
jurisdictions, Atmos also benefits from revenue stabilization mechanisms (similar to decoupling) and fucl-adjustment

clauses, which serve to further stabilize cash flows.

The company's regulated transmission and storage segment {which we expect to provide about 20% of net income
in 2011) transports natural gas to Atmos's Mid-Tex division, transports natural gas for third parties, and manages
underground storage reservoirs in Texas, This is a strategic asset, as it supplies gas to a substantial proportion of
Atmos's distribution network and provides access to natural gas from several basins in Texas, which have
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Atmos Energy Corp.

substantial reserves. We expect this segment to generate relatively stable cash flow.

Standard & Poor's Ratings Services regards the Atmos Energy Marketing LLC {AEM) segment as the company's
riskiest, Operating primarily in the Midwest and southeastern U.S., AEM purchases natural gas and related
transportation and storage needs for its customers. In addition, this segment uses financial instruments to hedge
purchases of natural gas and benefits from the seasonal spread in natural gas prices. Volatile natural gas prices can
create profit opportunities for AEM, but such profits are not recurring in nature, In current market conditions, we
expect this segment to generate relatively modest cash flows, The AEM segment can also create significant swings in
cash-posting requirements related to hedging, and requires stringent risk management oversight.

Our assessment of Atmos's financial risk profile as significant reflects the company’s stable regulated cash flows and
relatively high leverage, and the volatility associated with its nonregulated marketing operations, Notwithstanding
the volatility associated with AEM's financial performance, bondholder protection measures have improved since
the fiscal 2005 acquisition of TXU Gas and are currently adequate for the rating. As of Dec. 31, 2010, funds from
opetations {FFO] to total debt was about 24%, and FFO mterest coverage was 4.5x, continuing a gradually
improving trend. Bonus depreciation, which results in low cash taxes paid, also helped the cash flow in 2010, In
future years, we expect this benefit to be less mecaningful. As of Dec. 31, 2010, total debt, adjusted for capitalized
operating leases and tax-effected pension and postretirement obligations, was about $2.6 billion, with adjusted debt
to capital of about 53%.

Short-term credit factors

The short-term rating on Atmos is ‘A-2', However, we cutrently deem Atmos's liquidity to be less than adequate
under Standard & Poor's corporate liguidity methodology (see " Methodology and Assumptions: Standard & Poor's
Standardizes Liquidity Descriptors for Global Corporate Issuers,” published July 2, 2010}, which categorizes
liguidity in five standard descriptors: exceptional, strong, adequate, less than adequate, and weak. Qur conclusion
primarily reflects the maturities of Atmos's credit facilities in 2011. When the company renews the facilities in the
coming months, we expect to revise its liquidity descriptor to at least adequate,

Over the next twelve months, the company's FFQ will be its largest liquidity source. We expect it to be about $630
million, in line with what the company reported in 2010, Atmos also maintained a modest cash balance of about
$129 million as of Dec, 31, 2010. Additionally, AEM has a three-year $200 million credit facility. Howevér, only
$112 million is available on its facility duc to the covenants. It is important to note that, per our criteria, we did not
include apptroximately $540 million in unused credit facilities that are available to Atmos but which are scheduled to
expire within the next 12 months.

Our assumptions for projected uses of cash include maintenance and significant discretionary capital expenditures in
the $330 million to $360 million range in 2011, debt maturities of about $600 million, and shareholder
distributions of $125 million. Atmos must occasionally post collateral related to derivative transactions, although
these amounts have been relatively modest in recent years. Finally, working capital can swing widely during the year
as the company purchases natural gas in advance of the heating season. However, working capital needs tend to
peak in the winter and are hence already captured in short-term borrowings as of Dec. 31,

www.standardandpoors.com/ratingsdirect 3
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Atmos Energy Corp.

Chatlook

The stable outlook on Atmos reflects our expectation that the company will maintain its current level of financial
performance, with adjusted FFO to total debt of 20% to 25% and interest coverage above 4x, coupled with
continued satisfactory management of its working capital and liquidity needs. We could revise the outlook to
negative if we expect that adjusted FFO to total debt will fall below 20% or if the company does not address its
coming debt maturities in a timely manner. An outlook revision to positive would require a sustained FFO to total
debt in the upper 20% range, or a reduction in the company's business risks.

Reolated Criteria And Begearch
» “Criteria: Key Credit Factors: Business And Financial Risks In the Investor-Owned Utilities Industry™ published

Nov. 26, 2008
e "Key Credit Factors For U.S. Natural Gas Distributors," published Feb, 28, 2606

Tabie 1
-
Industry Sector: Gas
South Jersey
Atmos Energy Corp.  AGL Resources Ing.  Industries Inc. Sempra Energy  Veeetren €orp.
Rating as of March 28, 2011 BBB+/Stable/A-2 A-MWatch Neg/A-2 NR BBB+/Stable/A-Z  A-/Stabls/--
--Average of past three fiscal years--
{Mil. $)
Revenues 5,660.03 2.496.67 §10.83 9,783.00 223437
Net incorme from continuing 192,38 224.33 57.36 930.33 131.93
operations
Funds from operations {FFQ) 570.81 506.31 146.01 2,050.85 A47 87
Capital expenditures 522.28 450.32 118.96 2,033.83 364.98
Debt 2,489.33 2,537.69 £83.23 11,142.54 1,.876.18
Equity 213587 1,779.67 543.70 9,011.67 1412.50
Adjusted ratigs
Operating income {beforg 1259 26.81 18.84 2409 22.86
D&A}/ravenues {%)
ERIT interest coverage {x] 281 409 519 3.00 2.95
EBITDA interest coverags (%) 411 541 6.49 487 482
Return on capital {%) 9.48 10.25 10.068 B57 8.36
FFO/debt (%) 22493 1991 218 18.41 22.66
Debt/EBITDA {x) 350 3.86 394 3.91 3.88

*Fully adjusted {including postratirement obligations). D&A--Deprecialion and amortization.
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Atmos Energy Corp,

Industry Sector: Gas

--Fiscal year ended Sep, 30--

2014 2009 2008 2007 2006

Rating history BBB+/Stable/A-2 BBB+/Stable/A-2 BBB/Positive/A-2  BBB/Positive/A-2  BBB/Stable/A-2
{wit. |

Revanues 4,789.68 4,863.08 12213 5,898.43 8,152.36
Net income from continuing operations 205.84 180.98 180,33 168.49 14774
Funds from operations {FFO) 630.74 547.89 53381 481,94 47218
Capital expenditures 554,22 530.02 482 58 397.46 44158
Cash and short-term investments 131.95 11.20 46.72 60.73 111486
Debt 247164 256488 2,431.48 241402 248112
Preferred stock 0.00 G.80 0.80 800 0.00
Equity 2,178.35 2,176.78 2,052.43 1,865.75 1.683.41
Debt and equity 4549.98 474164 4,483.98 4,379.78 4,064 53
Adjusted ratios

EBIT interest coverage {x| 2.93 2.63 2.88 2.68 269
FFQ interest coverage (x} 448 3 4.24 384 3.87
FFO/debt (%) 26552 71.36 21.95 1996 19.03
Discretionary cash flow/debt {%) 144 10.54 {8.82) 118 8.72)
Net cash flow/capital expenditures {%) 91.38 80.45 86.31 93.16 8377
Debt/debt and equity (%) 53.15 54.09 h473 5512 §1.04
Return on common equity [%] 8.27 B.80 583 9.16 8.87
Common dividend payout ratic [unadjustad) (%) 60,38 63.60 65.04 66.27 89.23

*Fully adjusted {including postretirement obligations).

Table 3
I3

--Fiscal year ended Sep. 30, 2010--

Atmes Esergy Corp. reported amounts

Operating Operating
income income Operating Cash flow Cash flow
{hefare {before income  Interest {rom from Capital
Debt D&A} D&A) ({after D&A)  expense aperations operafions  expenditures
Reported 2789578 706.40 706.40 489.44 154.47 726.48 726,48 h42.84
Standard & Poor's adjustments
Operating leases 147.67 18,00 8.68 8.68 8.08 433 933 15.48
Postretirement 230.85 21.38 2138 21.38 10.43 {15.24) (15.24} -
henefit obiigations
Accrued interest not 4290 - - - B -
inctuded in reported
debt
Capitalized interest - - - 390 {3.80) {3.90) {3.90}
Share-based - 12.66 - - - - -
compensation
expense
www.standardandpoors.com/ratingsdirect s
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Armos Energy Corp.

Table 3

Asset retirement 743 {2.47) (247}
obiigations

Reclassification of - - - {034} - - - -
nonoperating income
{axpenses)

Reciassification of - - - - -- - {83.46) -
working-capital cash

flow changes

Short-term debt {253.00) - - - - - - -

adjustments related
to regulated gas

inventories
Total adjustments 175.8% 39.38 LYW 971 23.00 {12.28} {95.74) 11.58
Stenderd & Poor's adjusted amounts
Operating
income Gash flow
{before Interest from  Funds from Capital
Debt D&A} EBITDA EBIT expense  operatiens  operations  expenditures

Adjusted 247164 745.77 749.10 51815 177.47 71419 630.74 554.22

*Atmos Energy Corp. reperted amaunts shown are taken from the company's financial statements but might inelude adjustments mede by data providers or
reclassifications made by Standard & Poor's analysts. Please nots that two reported amounts {operating income bafore D&A and cash flow from aperations) are used to
detive more than one Standard & Poor's-adjusted amount {operating income before D&A and EBITDA, and cash flow from ogsrations and funds from operations,
raspectivaly). Consequently, the first section in some tables may fealute duplicate descriptions and amaunts. DRA-Depreciation and amartization.

Atmos Energy Corp.

Corporate Credit Rating BBB+/Stabla/A-2

Commercial Paper

Locaf Currency A2

Cerporate Credit Ratings History

23-Dec-2008 BBB+/Stable/A-2

11-Jun-2007 BBB/Positive/A-2
S0Sep2004 .. Do/Stable/A2 e
Business Risk Profile. o boefent e e
_ Financial Risk Profile . Slgnificant

Deht Maturities

As of Dec. 31, 2010;
2011: $360.1 mil.
2012: $2.4 mil.
2013: $250.1 mil.
2014 none

2015; $500.6 mil.
Thereafter: $1.08 bil.

*Unless otherwise noted, all ratings in this report are global scals ratings. Standard & Poor's credit ratings on the global scale are comparable across countrias, Standard
& Pour's credit ratings on a national scale are relative to obligors or obligations within that specific country.
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Copyright © 2012 by Standard & Poor's Financlal Services LLC. Alf rights reserved.

No content lincluding ratings, credit-related analyses and data, model, softwars or other appiication or output therefrom) or any part thereof (Content} may be modified,
reverse engineered, reproduced or distribuied in any form by any means, or stored in a database or retrieval system, without the prior written permission of Standard & Poor's
Financtal Services LLC or its affiliates (collectively, S&P). The Comtent shall not be used for any unlawful or unauthorized purposes. S&P and any third-party providers, as wel
as their directors, officers, sharsholdars, emplayees or agents icollectivety S&P Parties] do not guarantee the accuracy, completeness, timeliness or availability of the
Content. S&P Parties are not responsibie for any errers or omissions {negligent or otherwise), regardless of the cause, for the resul!s obtaired fram the use of the Content, or
for the security or maintenance of any data input by the user. The Content is pravided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR JMPLIED
WARRANTIES, INCLUDING, BUT NOT LIMITED 70, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS,
SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED, OR THAT THE CONTENT Wili OPERATE WITH ANY SOFTWARE OR
HARDWARE CONFIGURATION. Jn no event shail S&P Partiss be fiable to any pacly for any direct, indirect, incidental, exemplary, compensatory, punitive, special or
consequential damagas, costs, expenses, legal fees, or losses {including, without lirmitaticn, lost income or lost profits and opportunity costs or losses caused by negligence)
in connection with ary use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and slataments in the Content are siatements of opinion as of 1he date they are expressed and not statements of fact.
S&P's opinians, analyses, and rating acknowfedgment decisions {described below) are not recummendations to purchasa, hoid, or sell any seeuritiss or to make any
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Eontent following publication in any form or format. The
Content should not be relied on and is not a substituta for the skill, judgment and experiance of the user, its management, employees, advisors and/or clients whan making
investment and other business dacisions. S&P does rot act as a fiduciary or an investment advisor except where registered as such. Whils S&P has obtained information from
sources it believas to be reliable, S&P daes not perform an audit and undertakes no duty of due ditigence or independent verification of any information it receives.

To the axtent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P
reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in is sole discretion. S&P Parties disclaim any duty whatsoevar arising out of the
assignment, withdrawal, or suspension of an acknowledgment as well as any liatifity for any damage afleged to have been suffered or account thereof.

S&P keeps certain activities of its business units separate fram each other in ordsr to prasarve the independenca and obisctivity of their respective activities. As a result,
cerlain businass units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures ta maintain the
confidentiality of certain nonpublic information received in connection with sach analytical process.

S&P may receive compensation for its ratings and certain analyses, pormatly from issuers or underwriters of securities or from obligors, S&P reserves the right to disseminate
its opinions and anatyses. S&P's public ratings and analyses are mads available on its Web sites, www.stendardandpoors.com {free of charge], and www.ratingsdirect.com
and www globalcreditpertal.com {subscription], and may be distributed through ather means, including via S&P publications and third-party redistributors, Additional
information ahowt our ratings fees is available at www.standardandpasrs.com/usratingsfees.
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Armos Eoergy Corp.
Credit Rating:  BB51/Stable/A-2

Hationale

Standard & Poar's Ratings Services' rating on Dalias, Texas-based gas utility Atmos Energy Corp, reflects our
assessment of the company's business risk profile as excellent and its financial risk profile as significant. We base the
rating on the company's consolidated business and financial risk, including the nonregulated operations, The rating
balances the strong cash flow coming from the regulated gas distribution and pipeline operations (expected to be
about 80% to 85% of consolidated net income in 2011) with the more volatile cash flows that natural gas

marketing operations contribute.

Key credit factors include favorable regulatory oversight; the company's position as one of the largest natural gas
local distribution companies in the U,S., with operations in 12 states {although about 60% of total customers are in
Texas); and the low operating risks of its regulated utilities, A large residential customer base, lack of competition in
the company's regulated service territories, and high barriers to entry provided by the capital-intensive nature of the
distribution network also support the business risk profile. Atmos's financial risk profile, which has high leverage
and weak cash flow metrics; its investment in higherrisk, nonregulated opexations; and its history of pursuing
sizable acquisitions somewhat temper the company's strengths.

The company gencrally maintains constructive relationships with the utility commissions in the states where it
operates, which results in stable revenues and cash flow. Cash flows also benefit from a favorable regulatory
environment, including coverage of more than 90% of its customers by weather-normalization clauses, In several
jurisdictions, Atmos also benefits from revenune-stabilization mechanisms {similar to decoupling) and fuel-adjustment
clauses, which serve to further stabilize cash flows. We expect the company's announcement that it will sell gas
distribution assets in Missourt, Illinois, and Iowa to have minimal impact on overall cash flows because this sale
represents less than 3% of Atmos's three million customers.

The company's regulated transmission and storage segment {which we expect to provide about 20% of net income
in 2011} transports natural gas to Atmos’s Mid-Tex division, transports natural gas for third parties, and manages
underground storage reservoirs in Texas, This is a strategic asset because it supplies gas to a substantial proportion
of Atmos's distribution network and provides access to natural gas from several basins in Texas, which have
substantial reserves. We expect this segment to generate relatively stable cash flow.

Standard & Poor's regards the Atmos Energy Marketing LLC {(AEM]} segment as the company’s riskiest. Operating
primarily in the Midwest and southeastern U.S., AEM purchases natural gas and related transportation and storage
needs for its customers, In addition, this segment uses financial instruments to hedge purchases of natural gas and
benefits from the seasonal spread in natural gas prices, Volatile natural gas prices can create profit opportunities for
AEM, but such profits are not recurring in nature. In current market conditions, we expect this segment to generate
relatively modest cash flows. The AEM segment can also create significant swings in cash-posting requirements
related to hedging, and requires stringent risk-management oversight.

Standard & Poors | RatingsDirect on the Global Credit Portal | September 29, 2011 2
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Summary: Atmos Energy Corp.

Qur assessment of Atmos's financial risk profile as significant reflects the company's stable regulated cash flows,
relatively high leverage, and the volatility associated with its nonregulated marketing operations. Notwithstanding
the volatility associated with AEM's financial performance, bondholder protection measures have improved since
the fiscal 20035 acquisition of TXU Gas and are currently adequate for the rating. As of June 30, 2011, funds from
operations (FFQ) to total debt was about 25%, and FFO interest coverage was 4,9x, in line with recent quarters.
Bonus depreciation, which results in low cash taxes paid, also helped the cash flow in 2010, In future years, we
expect this benefit to be less meaningful and FFO to toral debt could be between 20% and 25% by year-end 2012,
As of June 30, 2011, total debt, adjusted for capitalized operating leases and rax-effected pension and postretirement
obligations, was about $2.6 billion, with adjusted debt to capital of about $3%. The company recently declared a
share-repurchase program. Given the size of the program and assuming the company will finance these from excess
cash flows, we don't anticipate any significant effect on key credit metrics.

Liquidity

The short-term rating on Atmos is 'A-2". We currently deem Atmos's liquidity to be adequate under Standard &
Poor's corporate liquidity methodology (see "Methodology And Assumptions: Liquidity Descriptors For Global
Corporate Issuers," published Sept. 28, 2011}, which categorizes liquidity in five standard descriptors: exceptional,
strong, adequate, less than adequate, and weak. Qur conclusion primarily reflects the maturities of Atmos's credit
facilities in 2011, When the company renews the facilities in the coming months, we expect to revise its liquidity
descriptor to at least adequate.

Over the next 12 months, the company's FFO will be its largest liquidity source. We expect it to be about $650
million for 2011, slightly higher than last year's figures. Atmos has all of the $750 million revolver available for
future borrowings. In addition, AEM has a three-year $200 million credit facility. However, only $12.5 million is
available on the AEM facility due to the covenants,

Our assumptions for projected uses of cash include maintenance and significant discretionary capital spending of
$330 million to $360 million and total capital spending of about $600 million in 2011, We estimated shareholder
distributions of about $125 million and debt maruries of about $250 million the next 12 months, Atmnos must
occasionally post collateral related to derivative transactions, although these amounts have been relatively modest in
recent years. Finally, working capital can swing widely during the year as the company purchases natural gas in
advance of the heating season. Working capital needs tend to peak in the winter; however, the company has
adequate liquidity to meet those needs.

There is significant covenant headroom under Atmos's debt agreements, with total debt to capital {as defined) of
51% as of June 30, 2011, compared with the requirement to maintain leverage below 70%. The credit facility
expires in May 2016.

Omddoole

The stable outlock on Atmos reflects our expectation that the company will maintain its current level of financial
performance, with adjusted FFQO to total debt of 20% to 25% and interest coverage above 4x, coupled with
continued satisfactory management of its working capital and liquidity needs. We could revise the outlook to
negative if we expect that adjusted FFO to total debt will fall below 20% or if the company does not address its
coming debt maturities in a timely manner. An outlook revision to positive would require a sustained FFO to total
debt in the upper 20% range, or a reduction in the company's business tisks,

www.standardandpoors.com/ratingsdirect 3




CASE NO. 2013-00148
ATTACHMENT 1
TO OAG DR NC. 1-184

Summary: Atmos Energy Corp.
Relared Criteria And Research

e Criteria: Key Credit Factors: Business And Financial Risks In the Investor-Owned Utilities Industry, Nov. 26,

2008
o Key Credit Factors For U.S. Natural Gas Distributors, Feb. 28, 2006

Standard & Poors | RatingsDirect on the Global Credit Portal | September 29, 2011




CASE NO. 2013-00148
ATTACHMENT 1
TO OAG DR NO. 1-184

Copyright © 2012 by Standard & Poor's Financia! Services L C. Al rights reserved.

No eontent {incfuding ratings, credit-related analyses and data, modl, sofiware or ther application or output therefrom] o any part thereof {Content} may be modified,
reverse enginearad, reproduced or distributed in any form by any means, or storad in a database or retrieval systers, without the prior written permission of Standard & Poor's
Financial Services LLC or ifs affifiates {collectively, S&P). The Content shall not be used for any uslawful or unautherized purposes. S&P and any third-party providers, as well
as their directors, officers, shareholders, employess or agents (collectively S&P Parties) do not guarantee the acturacy, compleleness, timeliness or availability of the
Content. S&F Parties are not responsible for any errors or omissions {negfigent er otherwise), regardless of the causs, for the results obtained from the use of the Content, or
far the sacurity ar maintenance of any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES BISCLAIM ANY AND ALL EXPRESS OR IMPLIED
WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS,
SOFTWARE ERRORS DR BEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR
HARDWARE CONFIGURATION. In no avent shall S&F Parties be liable to any party for any direct, indirect, incidental, exampiaty, compensatary, punitive, special o
consequential damages, costs, expenses, legal fees, or fosses (including, without limitation, lost income or lost profits and opportunity costs or fosses caused by negligence!
in connaction with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, inghiding ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact.
S&P's opinions, analyses, and rating acknowledgment dacisions {dasaribad helow) are not recommendations to purchass, hold, or sefl any securities or to make any
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Centent foltowing publication in any form or format. The
Conlent should not be relied an and is not a substitute for the skill, judgment and sxperience of the user, its management, employees, advisors and/or clients when making
investment and other business dacisions. S&P does not act as a fiduciary or an investimant advisor axcept where registered as such, While S&F has obtained information fram
sources it believes to be refiable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any informatien it receives.

Ta the extent that regulatory authorities aflow a rating agency to acknowladge in one jurisdiction a rating issued fn another jurisdictian for cartain regulatory pusposes, S&P
seserves the right to assign, withdraw, or suspend such acknowledgement at any time and in ils sole discretion. S&P Parties disclaim any duty whatsoaver arising oul of the
assignment, withdrawal, or suspension of an acknowledgment as well as any liabifity for any damage alleged to have been suffered on ascount thereof.

S&P keaps certain activities of its business units separate from each other in order to proserve the independence and objectivity of their respective activities. As a resuft,
ceriain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedsres to maintain the
corfidentiality of certain nonpublic information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normatly from issuers or undenwriters of sseurities or from obligors, S&P resemves the right to disseminate
its opinions and analyses, S&P's public ratings and analyses are made avaitable on jts Web sites, www.standardandpoars.com {frse of chargel, and wwaw.ratingsdirect.com
and www.globalereditportal.com {subscription), and may be distributed through other means, including via S&P publications and third-party redistributors. Additienal
information about our ratings fees is available at wwaw.standardandpeors.com/usatingsfees.

www.standardandpoors.cem/ratingsdirect 5




CASE NO. 2013-00148
ATTACHMENT 1
TO OAG DR NO. 1-184

ATO Credit Opinion — Moody’s 2011-05-12



CASE NO. 2013-00148
ATTACHMENT 1
TO OAG PR NO. 1-184

Mooby’s

INVESTORS SERVICE

Credit Opinion: Atmos Energy Corporation

Global Credit Research - 12 May 2011

Dallas, Texas, United States

Category Moody's Rating
Cutiook Stable
Senior Unsecured Baa1l
Subordinate Shelf {P)Baa2
Bkd Commercial Paper P-2
Contacts

Analyst Phene
Mhoke Manabe/New York 212.553.1942
William L. Hess/New York 212.553.3837
Opinio)

Rating Drivers

- Successful ongoing rate activity in constructive reguatory jurisdictions
- Stable rate-regulated operations

- Low-risk management strategy focused on regulated activities

- Sustained strength in financiat performance

Corporate Profile

Atmos Energy Corporation (Atmos or AEC; Baal senior unsecured) is primarily engaged in regulated natural gas distribution in twelve states
(Texas, Louisiana, Mssissippi, Kentucky, Tennessee, Kansas, Colorado, Georgia, Hlinois, Missouri, Virginia, and lowa} and transmission and
storage in Texas. Almos has an infermediate holding company Atmos Energy Holdings, inc. (AEH) that owns non-utility subsidiaries engaged
principally in gas marketing, housed at its Afmos Energy Marketing, LLC (AEM) subsidiary, as wel as minor pipeline and storage operations in
Louisiana and Kentucky.

Recent Events

On May 11, 2011, Moody's upgraded Atmos's senior unsecured credit rating to Baa1 from Baa?2. The upgrade follows Atmos' recent renewal of
its core credit facility and a favorable Atmos Pipeline Texas rate order.

SUMMARY RATING RATIONALE

Atmos's ratings are supported by the low risk of its rate-regulated gas distribution utilities in generally constructive regulatory jurisdictions, a
good record as a gas distributor, reasonable leverage, and a conservative management approach. The $1.9 bifion acquisition of TXU Gas (now
known as Md-Tex) at the start of Atmos's fiscal year ended September 30, 2005 was a transforming event that doubled its size but leveraged its
balance sheet. Since then, the company's credit quality has been improving through equity issuances, rate increases, and rate design
improvements. Gas marketing is the riskiest element of the company, but it is expected to remain @ minor part of Atmoes.

DETALED RATING CONSIDERATIONS
- Successful ongoing rate activity in constructive regulatory jurisdictions

With distribution and pipeline operations in tweive states, Atmos has jurisdictional diversity that reduces its exposure to any one adverse
regulatory decision or warmer-than-normal weather in any of its service ferritories. It does have some asset concentration in Texas {58% of
customer meters). Next largest service areas are Louisiana (11% of meters) and Mssissippi (8%). The regulatory framewcrks in these states
are credit-supportive, with Texas and Louisiana utilities generally scored as Baa in Factor 1 under Moody's regulated utilites rating methodology
and Mssissippi scored as A Further regulatory diversity results from the many municipalities that hold originai jurisdictions in Texas as well as
separate ratemaking for pipelines in Texas and Louisiana.

Atmos has been successful in increasing and stabilizing its regulated margins through rate increases and rate design improvements. Given its
disparate operations and rising costs, regulatory fag is an issue that Atmos addresses through numerous and continual rate activity. In the five
years between fiscal 2006 and 2010, Atmos increased weather-normalized annualized utility operating income by roughly 40%. Much of this
increase came from regular rate adjustments, outside of base rate cases, for small amounts spread over twelve jurisdictions. Such
mechanisms increase the certainty of obtaining some timely rate refief while reducing the company’s exposure to an adverse rate decision.
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However, Atmos needs many such small increases to affect margins materially. Over the last five years, about 40% of these operating income
increases has come from the Gas Reliability Infrastructure Program (GRIP) filings in Texas, which allows Almos to recover capital invesiments
made the prior year without a rate case. In addition, the company has obtained rate design changes that mitigate earnings volatifity from
weather and lower consumption (covering over 90% of its meters) and bad debts (covering two-thirds of its meters).

In late Aprit 2011, Almos Pipeline-Texas concluded a base rate case, as it is reguired to do every five years as part of the GRIP program. This
intrastate pipeline division received a favorable outcome from the Texas Railroad Commission in the rate order, with a net operating income
increase of $20 million (roughly a 20% increase from its 2010 operating income of $97 miliion), effective May 1, 2011. In addition, the allowed
return an equity (ROE) was increased to 11.8% from 10%, an ROE that is more typical for a FERC-regufated pipeline than for a utility. Some:
new revenue-stabilizing features implemented in the order include a straight fixed variable rate design and a rider that adjusts for fluctuations in
industrial sales.

- Stable rate-regulated operations

AEC currently has z relatively low expostre to unregulated businesses, which Moody's considers to have a higher business risk generally than
regulated businesses. AEC operates mosily on the low end of the business risk spectrum, with core rate-regulated distribution in twelve states
and a tariff-based pipeline in Texas (mostly serving its affiliate Mid-Tex) accounting for 77% and 8%, respectively, of consolidated 2010 gross
profit. Of medium risk are the less predictable market-driven profits that the regulated and unregulated pipefines earn from providing
transportation and ancillary services {8% of gross profit}, mostly to third parties. AEM operates on the high end of the business risk spectrum.
AEMSs delivered gas {a bundied gas service provided to longstanding utility, municipal, and industriat customers} has posted fairly consistent
gross profits over the last few years (4% of gross profit) and accounts for the majority of AEMs base earnings. Asset optimization, unrealized
margins, and cther unregulated businesses (storage, gathering, power) make up a small but the riskiest portion of gross profit (4% in 2010).

AEM is exposed to commiodity price, basis, counterparty, and other risks, which makes it difficuit fo predict its financial results with a high
degree of accuracy. AEM's financiat results are also a function of natural gas prices and volumes due to market conditions that vary with
weather and industrial demand. Unrealized gains and losses related to mark-to-market accounting for hedges also contribute to volatifity in
AEMSs reported earmnings. Aithough AEM has been consistently profitable, reported values do not clearly capture the market's effect on cash flow
and liquidity, such as the collaterat received from or delivered fo counterparties.

- Low-risk management strategy focused on regulated activities

Atmas has a good long track record of acquiring and integrating gas distribution businesses. With the exception of the uncharacteristically large
Mid-Tex acquisition, most transactions have been modestly sized and privately negotiated. Although Atmes has not made an acquisition since,
acquiring LDCs remains a part of its long-term growth strategy. Atmos is likely o faver bolt-on acquisitions in familiar, mare favorable
jurisdictions. While Moody's will review any such fransaction on a case-by-case basis, the current rating takes into account the importance of
maintaining an investment grade rating in Atmos' financial policy.

During the last few years, Atmos made a few small investments in unregulated gas gathering and storage ventures as a new area for growth.
The company has since abandoned this strategy, recently writing off its $19 million pre-tax investment in the Fort Necessity salt-dome naturat
gas storage project, its largest and last midstream venture. Moody's considers Atmos's renewed focus on lower risk regulated business as a
credit-positive development,

- Sustained strength in financial performance

Over the years, Atmos has been accruing sufficient rate increases to sustain a modest but steady improvement in its credit metrics. In its fiscal
ended September 30, 2010, Atmos was approved for $58 million in annual rate increases, 59% of which were from routine annuat rate filings,
capifal investment recovery mechanisms, and surcharges. Compared to periodic base rate cases, recovery fram such routine annuat rate
filings can be more timely and more certain, The company's regulatory activity continues apace with about $45 million of rate refief granted so
far ihis fiscal year, including the $20 million recently awarded in the Atmos Pipeline Texas rate case. Additionally, $26 million of rate requests
have been filed and are pending a resolution. This amount of rate reiief is in line with the approximately $50-60 million of rate increases a year
that Atmos has obtained in recent years and expects toa receive on an annual basis going forward.

Moaody's assesses Aimos's base-line cash flow from operations before working capital changes (CF pre-WC) to be in the mid to upper $500
million range as seen in fiscal years 2008 and 2009. Recent cash flow has been sharpiy higher ($722 miifion in fiscal year 2010, $798 million in
the last twelve months ended March 2011 mostly due to a one-time change in accounting for repairs in fiscal 2010 as well as bonus
depreciation. Bonus depreciation is expected to benefit cash flows through fiscal 2013, after which cash flow is expected to return to more
normal levels, comparable to those achieved prior to 2010.

Atmos's credit metrics currently magp fo an Aunder Moody's regulated ugilities rating grid. After Moody's standard adjustments, the debtto-
capital ratio was 43% at March 31, 2011. CF pre-WC-to-debt has steadily increased to above 20% (32% in 12 months ended March 31, 2011
compared to 22.3% in 2008). A payout ratio of about 60% normally results in CF pre-WC minus dividends-to-debt in the mid to high teens
before the impact of bonus depreciation. CF pre-WC plus interest-to-interest has remained solidly in the 4 times range before the impact of
bonus depreciation {5.8 times in the 12 months ended March 31, 2011; 4.4 times in fiscal year 2008).

Liquidity Profile

Atmos has adequate liquidity to meet its near term cash needs. As it is not unusual for a utility, Almos is often in a negative free cash flow
positicn, with the secend quarter ended March 31, 2011 the exception. For the Iast four quarters ended March 31, 2011, cash flow from
operations was $681 million, higher than its normat run-rate in the mid to upper $500 million range, but covering its 2011 capitai budget of $580-
$595 million. The company's dividend is currently $124 million a year.

AEC's next material long-term debt maturity is on May 15, 2011, when $350 million of senicr notes come due. The company plans to refinance
this debt by issuing $300 million in 30-year nofes in June 2011, After that, the next debt maturity is $250 million in January 2013.

Atmos recently renewed its five-year credit facility with a $750 million committed facility, expiring May 2, 2016, with an accordion feature for
borrowing up to $1 billion. Atmos' renewat of this credit facility was an important consideration in its recent ratings upgrade. The sole financial
covenant under Atmos’s base revolver is a maximum debt-tc-capitalization ratio of 70%. AEC has adequate headroom, with that ratio at 54%
around the seasonal peak on December 31, 2010 and a ratio of 50% on March 31, 2011. AEC also has a committed $25 million 364-day
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revolving credit faclity with a local bank, which expires on March 31, 2012,

AEC's commercial paper program is fully backed by the $750 miilion five-year facilify. Commercial paper outstanding around the seasonal peak
has been just under $300 million, well within AEC's commerciat paper program size. Typically, it has no short-term debt outstanding by the end
of the March quarter.

AEMhas a committed $200 million three-year facility with an accordion feature to $500 million, that matures on December B, 2013, This facility
is unconditionally guaranteed by AEH. The effective availability under the facility is a range of $100 to $200 miliion, or up to $500 miliion with the
accordion feature, based on a borrowing base determined by tangible net worth and net working capital, and the vaiue of the collateral. AEM
was in compliance with the maximum liabilities-to-net worth covenant of 5 times (1.4 times at March 31, 2011} and minimum net working capitat
and net tangible net warth of $20 to $40 million, or up to $100 million i the accordion feature is utilized, {working capital of $138 milfion and net
worth of $151 million at March 31, 2011).

Afmos maintains separate liquidity facilites for AEC, AEH, and AEM AEC extends an uncommitted credit line of $350 million to AEH.
Conversely, AEH provides a $350 miltion line to AEC.

Rating Cutlook

The stable outlock reflects Aimos's consistent financiat performance, adequate liquidity position, and management's strategy focused on low-
risk regulated activities. The rating assumes credit metrics at sustainable levels above 20% and CF pre-W/C plus interest-to-interest in the mid
4 times range.

What Could Change the Rating - Up

The rating could be upgraded if the company were to demonstrate a sustained improvement in its credit metrics, with CF pre-WC-to-debt in the
mid 20% range and CF pre-WC plus interest-fo-interest in the high 4 {imes range.

What Could Change the Rating - Down

Asustained weakening in Atmos' credit metrics {including CF pre-WC-to-debt in the high teens and CF pre-WC plus interest-to-interest around
4 times) could cause the rating to be downgraded. in addition, M&A activity that resuits in higher financial and business risks could also
negatively affect the rating.

Rating Factor
Atmos Energy Corporation
Regulated Electric and Gas Utilities [1][2] LTM Moody's 12-18
Mar-31- month Forward
2011 View As of May 12,
2011

Factor 1: Regulatory Framework (25%) Measure/Score Measure Score
a) Regulatory framawark Baa Baa
Factor 2: Ability to Recover Cost and Earn Returns

(25%)
a) Ability to recover Cost and Eam Retums Baa Baa
Factor 3: Diversification (10%)
a) Market Position A A
b} Generation and Fuel Diversity - -
Factor 4: Financial Strength, Liquidity, & Metrics

(40%)
a) Liquidity A A
b} CFO (pre wfc) + interest / Interest 5.8x A 4.2x-52x Baa
c) CFO (pre wic) / Debt 31.9% | Aa 17%-25% Baa
d) CFO (pre wic) - Dividends / Debt 27.0% | Aa 13%-20% Baa
e) Debt/ Capitalization 433% | A 43%-50% Baa
Rating:
Indicated Rating from Grid A3 Baal
Actual Rating Assigned Baa1l Baal

* THIS REPRESENTS MOODY'S FORWARD VIEW; NOT THE
VIEW

OF THE ISSUER; AND UNLESS NOTED IN THE TEXT DOES
NOT INCORPORATE SIGNIFICANT ACQUISITIONS OR
DNVESTITURES

[1] All ratios are calculated using Moody's Standard Adjustments. [2] As of 12/31/2010; Source: Moody's Financial Metrics
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@ 2011 Moody's‘lnvestors Service, Inc. and/for its licensors and affifiates {(collectively, "MOQDY'S"). Al rights reserved.

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S {"MIS") CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL £OSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT CR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WALL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, iNANY FORM OR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN
CONSENT All information contained herein is abtained by MOODY'S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all information
contained herein is provided "AS 1S" without warranty of any kind. MOODY'S adopts all necessary measures sc that
the information it uses in assigning a credit rating is of sufficient quality and from sources Moody's considers to be
refiable, including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and
cannot in every instance indepsndently verify or validate information received in the rating process. Under no
circumstances shall MOODY'S have any liability to any person or entity for {a) any loss ¢r damage in whole or in part
caused by, resulting from, or relating to, any error (negfigent or otherwise) or other circumstance or contingency within
or outside the control of MOODY'S or any of its directars, officers, employees or agents in connection with the
procurement, coltection, compilation, analysis, interpretation, communication, publication or delivery of any such
information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever
(including without limitation, lost profits), even if MOODY'S is advised in advance of the possibility of such damages,
resulting from the use of or inability to use, any such information. The ratings, financial reporling analysis, projections,
and other observations, if any, constituting part of the information contained herein are, and must be constriied solely
as, statements of epinion and not statements of fact or recommendations to purchase, sel or hold any securities,
Each user of the information contained herein must make its own siudy and evaluation of each security it may
consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY,
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR CTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOOBY'S INANY FORMOR
MANNER WHATSQEVER,

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation {"MCO"), hereby discioses that most
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay fo MiS for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain
affiliations that may exist between directors of MCO and rated entities, and between entities who hold ratings from MIS
and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and Shareholder
Affiliation Policy.”

Any publication irto Ausiralia of this document is by MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61
(03 399 657, which holds Austratian Financiat Services License no. 336969. This document is intended to be provided
only to "wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By continuing to access
this decument from within Australia, you represent to MOODY'S that you are, or are accessing the decument as a
representative of, a "wholesale client” and that neither you nor the entity you represent will directly or indirectly
disseminate this document or its contents to “retail clients” within the meaning of section 761G of the Corporations
Act 2001.

' Notwithstanding the foregoing, credit ratings assigned on and after Gctober 1, 2010 by Moody's Japan KK, ("MJKK")
are MUKK's current opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like
securities. In such a case, “MIS” in the foregoing statements shalf be deemed to be replaced with “MIKK". MUKK is a
wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody's
Overseas Holdings Inc., a wholly-owned subsidiary of MCO.



CASE NO. 2013-00148
ATTACHMENT 1
TO OAG DR NO. 1-184

This credit rating is an opinicn as to the creditworthiness or a debt obligation of the issuer, not on the equity securities
of the issuer or any form of security that is available to retail investors. it would be dangercus for retail investors to

make any investment decisicn based on this credit rating. If in doubt you should contact your financial or other
professiona!l adviser.
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Rating Drivers

- Successful ongoing rate activity in constructive regulatory jurisdictions
- Stable rate-regulated operations

- Sustained strength in financial performance

Corporate Profile

Atmos Energy Corporation (Atmos or AEC; Baat senior unsecured) is primarily engaged in regulated natural gas
distribution in fwelve states (Texas, Louisiana, Mississippi, Kentucky, Tennessee, Kansas, Colorado, Georgia,
llinois, Missouri, Virginia, and lowa) and transmission and storage in Texas. Almos has an intermediate holding
company Atmos Energy Holdings, Inc. (AEH) that owns non-utility subsidiaries engaged principally in gas marketing,
housed at its Almos Energy Marketing, LLC (AEM) subsidiary, as well as minor pipeline and storage operations in
Louisiana and Kentucky.

By vear-end September 2012, Atmos will sell its natural gas distribution operations in Missouri, lllinois and lowa,
three service areas where it has limited operations. The sale is credit-positive in generating $124 million in proceeds,
which the company can use toward its active capital program and reduce the amount of debt it would otherwise have
to incur. Meanwhile, earnings reduction from the sale will be modest, since the company will lose only a small
number of customers.

SUMMARY RATING RATIONALE

Atmos's ratings are supported by the low risk of its rate-regulated gas distribution utilities in generally constructive
regulatory jurisdictions, a good record as a gas distributor, reasonable leverage, and a conservative management
approach. Gas marketing is the riskiest element of the company, but it is expected to be a small, shrinking part of
Atmos.

DETAILED RATING CONSIDERATIONS

- Successful ongeing rate activity in constructive regulatory jurisdictions
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With distribution and pipeline operations in twelve states, Atmos has jurisdictional diversity that reduces its exposure
o any one adverse regulatory decision or warmer-than-normal weather in any of its service territories. It does have
some asset concentration in Texas (59% of customer meters). Next largest service areas are Louisiana (11% of
meters) and Mississippi (9%). The regulatory frameworks in these states are credit-supportive, with Texas and
Louisiana utilities generally scored as Baa in Factor 1 under Moody's regulated utilities rating methodology and
Mississippi scored as A. Further regulatory diversity results from the many municipalities that hold original
jurisdictions in Texas as well as separate ratemaking for pipelines in Texas and Louisiana.

Atmos has been successful in increasing and stabilizing its regulated margins through rate increases and rate design
improvements. Given its disparate operations and rising costs, regulatory lag is an issue that Almos addresses
through numerous and continual rate activity, including regular rate adjustments, outside of base rate cases, for
small amounts spread over its many jurisdictions, Such mechanisms increase the certainty of obtaining some timely
rate relief while reducing the company's exposure to an adverse rate decision. However, Atmos needs many such
small increases to affect margins materially. Over the last four years, about 20% of these operating income increases
from rate activity has come from the Gas Reliability Infrastructure Program (GRIP) filings in Texas, which allows
Atmos to recover capital investments made the prior year without a rate case. In addition, the company has obtained
rate design changes that mitigate earnings volatility from weather and lower consumption (covering over 90% of its
meters) and bad debts (covering over two thirds of its meters).

- Stable rate-regulated operations

Being predominantly regulated, AEC has low business risk, with core rate-regulated distribution in numerous states
and a tariff-based pipeline in Texas {mostly serving its affiliate Mid-Tex) accounting for 79% and 9%, respectively, of
consolidated 2011 gross profit. Of medium risk are the less predictabie market-driven profits that the regulated and
unregulated pipelines eamn from providing transportation and ancillary services (12% of gross profit), mostly to third
parties.

Gas marketing is Almos's riskiest business, being exposed to commodity price, basis, counterparty, and other risks,
which makes it difficult to predict its financial results with a high degree of accuracy. As a management strategy, AEC
has been de-emphasizing unregulated operations in light of their weak mediumterm outlook. In particular, AEM's
asset optimization business has been suffering from reduced sales volumes as arbitrage opportunities on AEM's
assets have dissipated in the current market environment. The drop in asset optimization profits has caused AEM's
overall eamnings to decling significantly in the last few quarters, and we do not anticipate a turnaround anytime soon.
We have assumed very little earnings from this business.

By contrast, AEM's delivered gas business (a bundled gas service provided to longstanding utility, municipal, and
industrial customers) has remained fairly consistent (4% of gross profit) and accounts for the vast majority of AEM's
earnings.

- Sustained strength in financial performance

Over the years, Almos has been accruing sufficient rate increases to sustain a modest but steady improvement in its
credit metrics. In its fiscal year ended September 30, 2011, Atmos was approved for $72 million in annual rate
increases (about 6% of the previous year's regulated gross profit). So far in fiscal 2012, Aimos has recelved about
$23 million in rate relief and has pending some $68 million of rate requests.

Atmos's baseline cash flow from operations before working capital changes (GFO pre-WC) is in the low $600 miliion
range ($621 million in the last twelve months ended March 2012), down from the $722 million in fiscal year 2010,
which was boosted by a one-time change in accounting for repairs as well as bonus depreciation. Atmos's credit
metrics currently map to the low A, high Baa range under Moody's regulated utilities rating grid. CFO pre-WC-to-debt
is at or above 20% (22.6% in fiscal year 2011, 22.2% in the 12 months ended March 2012). CFO pre-WC plus
interest-to-interest has remained in the high 4 times range (4.8x in both fiscal 2011 and the 12 months ended March
2012).

Liquidity Profile

Atmos will have adequate near-term liquidity assuming normal market conditions. As it is not unusual for a utility,
Atmos is often in a negative free cash flow position. For the last four quarters ended March 31, 2012, cash flow from
operations was $505 million with capital expenditures of $687 million and dividends of $125 million, resulting in
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negative free cash flow of $307 million. Additionally, AEC's has $250 million of senior notes coming due in January
2013, which we assume the company will be able to refinance with $350 million of notes as it plans.

Atmos has a $750 million committed facility, expiring on May 2, 2016, with an accordion feature for borrowing up to
$1 billion. This facility sets a maximum debi-to-capitalization ratio at 70%, under which AEC has adequate headroom
{52% at March 31, 2012). AEC also has a committed $25 million 364-day revolving credit facility with a local bank,
which expires on March 31, 2013.

AEC's Prime-2 rated commercial paper program is fully backed by the above-mentioned $750 million credit facility.
The value of this backup in case of an unforeseen market disruption, however, is weakened by the agreement's
requirement for at least one day's nofice prior to funding.

AEM has a committed $200 million three-year facility with an accordion feature to $500 million, that matures in
December 2013. As of March 2012, Afmos had $82 million available under this credit facility. This facility is
unconditionally guaranteed by AEH. The effective availability under the facifity is a range of $100 to $200 million
based on a borrowing base determined by tangible net worth, net working capital, and the value of the collateral.
Avaiiability will be limited also if AEC's ratings were to fali to Baa3 and below. ALM was in compliance with the
maximum liabilities-to-net worth covenant of 5 times (0.97 times at March 31, 2012) and minimum net working capital
and net tangible net worth of $20 to $40 million (working capital of $106 million and net worth of $143 million at
March 31, 2012).

Atmos maintains separate liquidity facilities for AEC, AFH, and AEM. AEC extends an uncommitted credit line of $500
million to AEH. Conversely, AEH provides a $500 million iine to AEC.

Rating Outlook

The stable outlook is based on Atmos's low-risk, regulated activities that produce consistent financiat performance
and is subject to the company maintaining adequate liquidity resources. The rating assumes credit metrics sustained
around current levels (for example, CFO pre-WC-to-debt in the low 20% range).

What Could Change the Rating - Up

The rating could be upgraded if the company were to demonstrate a sustained improvement in its credit metrics (for
example, with CFO pre-WC-to-debt in the mid 20% range) while reducing exposure to unregulated activities and
further strengthening its liquidity arrangements.

What Coufd Change the Rating - Down

Asustained weakening in Atmos' credit metrics (including CFO pre-WC-to-debt in the high teens) could cause the
rating to be downgraded. In addition, M&A activity that resuits in higher financial and business risks could also
negatively affect the rating.

Rating Factol

Atmos Energy Corporation

Regulated Electric and Gas Utilities [1][2] Last 12 Moody's
months 12-18
ended Mar month
31, 2012 Forward
View As of
May 9,
2012~
Factor 1: Regulatory Framework (25%) Measure (Score Measure [Score
a) Regulatory framework Baa Baa
Factor 2: Ability to Recover Cost and Earn Returns {25%)
a) Ability to recover Cost and Earn Returns Baa Baa
Factor 3: Diversification (10%)
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a) Market Position A A
b) Generation and Fugl Diversity - -
Factor 4: Financial Strength, Liquidity, & Metrics (40%)

a) Liguidity Baa Baa
b) CFO (pre w/c) + Interest / interest 4.8x A 45x%55x | A
c) CFO (pre wic) / Debt 22.2% A 19%-24% | Baa
d) CFO {pre wic) - Dividends / Debt 17.7% A 14%-20% | Baa
e) Debt / Capitalization 45.0% A A3%-48% | A
Rating:

Indicated Rating from Grid Baai Baa1
Actual Rating Assigned Baat Baa1

* THIS REPRESENTS MOODY'S FORWARD VIEW; NOT THE
VIEW OF THE ISSUER; AND UNLESS NOTED IN THE TEXT
DOES NOT INCORPORATE SIGNIFICANT ACQUISITIONS OR
DIVESTITURES

[1] All ratios are calculated using Moody's Standard Adjustments. [2] Source: Moody's Financial Metrics
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This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on
the equity securities of the issuer or any form of security that is available to retail investors. It
would be dangerous for retail investors to make any investment decision based on this credit
rating. If in doubt you shouid contact your financial or other professional adviser.
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Key Rating Drivers

Constructive Regulatory Environment: The ratings of Atmos Energy Corporation (Atmos)
are supported by a constructive regulatory environment in its 12-state, multijurisdictional
service territory. Atmos has been able to implement several regulatory mechanisms in recent
years, including annual ratemaking, purchased gas cost adjustments, and weather
normalization, across many of its jurisdictions.

Stable Cash Flows: Atmos’ efforts to reduce regulatory lag have provided some stability to
cash flows and strengthened the company’s credit quality. Fitch Ratings expects Atmos’
consolidated financial metrics to remain solid, with EBITDA-to-interest expense coverage to
average more than 4.0x, debt to EBITDA to average around 3.6x, and FFO to debt to remain
greater than 22% over the next three years.

Emphasis on Regulated Operations: Management has been able to achieve steady growth
in Atmos’ regulated distribution and transmission and storage businesses, while pursuing
greater long-term growth from the company's nonregulated operations. Fitch expects the
regulated operations to average more than 80% of consolidated adjusted earnings over the
fong-term, although this level should remain higher than that in the near term given weak
market conditions that have been affecting the nonregulated operations.

Volatility at Nonregulated Operations: Atmos Energy Holdings, Inc. (AEH) and its wholly
owned subsidiary, Atmos Energy Marketing, LLC (AEM), are responsible for the majority of
Atmos’ nonregulated earnings. These nonregulated gathering, storage, fransportation, and
supply-management operations exhibit greater earnings volatility than the regulated operations
due to their exposure to natural gas prices and the supply and demand effects on market
conditions. Physical hedges and few net open positions heip mitigate some of these risks.

Low Basis Differentials: A prolonged period of low basis differentials has negatively affected
Atmos’ transportation and storage business during the past two vears, and likely will continue
to affect it in 2012. However, Atmos stands fo benefit when natural gas market fundamentals
improve due to its strong market position in Texas, and its access to the major Texas hubs of
Waha, Katy, and Carthage via its nearly 6,000-mile intrastate pipeline and associated storage
assets.

What Could Trigger a Rating Action

Potential Positive Factors: The elimination of Atmos’ nonregulated operations, which Fitch
considers unlikely, along with continued strong performance of the regulated distribution and
transmission and storage businesses could result in a positive rating action.

Potential Negative Factors: A significant increase in the size or risk of Atmos’ nonregulated
operations, or a large or heavily debt-financed acquisition could result in a negative rating
action.

www fitchratings.com

January 13, 2012
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Regulatory Overview

Atmos’ natural gas distribution segment comprises six natural gas distribution divisions
{Mid-Tex, Kentucky/Mid-States, Louisiana, West Texas, Mississippi, and Colcrado-Kansas)
that are regulated by various state or local public utility authorities. Fitch considers Atmos’
regulatory environment {o be constructive, enabling the utility to earn a reasonable return in a
relatively timely manner.

The state of Texas, in which nearly 80% of Atmos' distribution customers are located, has a
relatively decentralized regulatory approach. The governing bedy of each municipality has
original jurisdiction over all rates, operations, and services within its city imits. 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. Atmos’ natural gas
distribution jurisdictions within Texas have authorized returns on equity (ROE) that range from
9.6% to 10.4%.

The eight other states in which Atmos will have a continuing presence in natural gas
distribution are regulated by each state’s public service commission. The authorized ROEs in
these states range from 9.5% to 10.8%.

Atmos’ regulated transmission and storage segment, which is exclusively located within Texas
and consists of a large intrastate pipeline system and related storage assets, is subject to
regulation by the RRC. The authorized ROE for these operations is 11.8%.

Regulatory Mechanisms Stabilize Cash Flows

in recent years, Atmos has been able to implement rate designs that have reduced regulatory
lag and helped decouple gross margin from customer usage patterns. These cash flow-
stabilizing requlatory mechanisms include annual ratemaking, timely capital cost recovery,
purchased gas cost adjustmentis, and weather normalization.

Annual ratemaking mechanisms are in place in Louisiana, Mississippi, and most of Atmos’
Texas service territory that allow for the annual recovery of both capex and operating and
maintenance (O&M) expenses. These mechanisms provide for an annual rate review and
adiustment to rates without the need to file a formal rate case, covering 73% of Atmos' natural
gas distribution gross margin.

The gas reliability infrastructure program (GRIP} in Texas allows Atmos to include in rates
annually approved capex incurred in the prior calendar year without the need to file a formal
rate case. The GRIP applies to Atmos’ natural gas distribution customers in Texas not located
within the limits of a municipality. Similar mechanisms have been enacted in Atmos’ service
territories in Georgia, Missouri, and Kentucky. The accelerated recovery of capital from GRIP
and other similar mechanisms covers an additional 11% of Atmos’ natural gas disfribution
gross margin. Additionally, 100% of capex in Atmos’ requlated transmission and storage
segmenti are recoverable through GRIP.

Purchased gas cost adjustment mechanisms provide a doliar-for-dollar offset to increases or
decreases in natural gas distribution purchased gas costs without the need 1o file a rate case.
Some jurisdictions also have performance-based ratemaking adjustments to provide incentives
fo minimize purchased gas costs through improved storage management and the use of
hedges to lock in gas costs. Trackers cover the gas cost portion of customer bad-debt expense

Atmos Energy Corporation
January 13, 2012



in most of Atmos’ Texas service territory and in several other states, covering 73% of Atmos’
natural gas distribution gross margin.

Atmos has been able to implement weather normalization adjustment (WNA) mechanisms in
eight states, covering 84% of the natural gas distribution segment's residential and commercial
customer gross margin. WNA mechanisms lessen the effect of abnormal weather, adding
further certainty to cash flows.

Obtaining the aforementioned regulatory mechanisms has been a key focus of management,
and Atmos has been effective in improving the regulatory environment throughout its mulitistate
distribution service territory. These efforts have led to organic growth in rate base, which when
combined with careful oversight of O&M expenses and a manageable capital spending
program, has improved the company's financial profile over the past few years.

Liquidity

Liquidity is adequate, primarily supported by Atmos’ $750 million commercial paper program,
which is backed up by a five-year, $750 million revolving credit facility that matures on
May 2, 2016. The facility has an accordion feature that aliows for an increase in borrowing
capacity to $1 billion, although Fitch considers the current size of the facility to be sufficient to
meet Atmos’ liquidity needs given the moderate size of Atmos’ capex program.

Atmos also has a 365-day, $25 million revolving credit facility that matures on April 1, 2012,
and a $10 million revolving credit facility that provides for the issuance of letters of credit (LOC).
The $750 million facility had $206.4 million of CP outstanding as of Sept. 30, 2011, while the
$25 million facility had full availability, and the $10 million facility had $5.9 miliion of LOC issued.

AEM hes its own three-year,
$200 million revolving credit facility,
which matures on Dec. 8, 2013.
AEM’s operations could require a
significant amount of liquidity if
natural gas prices were ic increase,
but Fitch considers AEM's revolving
credit facility, with the ability to increase horrowing capacity to $500 million pending lender
approval, adequate to meet future needs. AEM had no borrowings and $20.2 million of LOC
issued as of Sept. 30, 2011.

Liquidity Summary
{3 Mil., As of Sept. 30, 2611) Amount
Cash-and Cash Equivalents .-

Source: Company reports, Filch analysis.

In addition to these third-party facilities, there are three intercompany credit facilities that
simuiate a money pool and allow for the efficient management of cash among Atmos, AEH,
and AEM. AEH serves as the intermediary between Aitmos and AEM with respect to these
facilities, allowing for up to $500 million to be borrowed from or lent to Atmos, and for up to
$500 million to be lent to AEM. These facilities are renewed annually at calendar year end.
Atmos had $181.3 million drawn from its intercompany facility with AEH as of Sept. 30, 2011.

Debt Maturities

Atmos has a manageable near-term debt maturity schedule, with its $250 million, 5.125% notes
maturing on Jan. 15, 2013, and its $500 miilion, 4.95% notes maturing on Oct. 15, 2014, the only
significant notes maturing before 2017. Atmos alsc has rental property sinking fund term notes
that are paid down $131,000 per year through 2013.
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Fitch expects Atmos to maintain good
access to the public debt and equity

Scheduled Debt Maturities

($ Mii., As of Sept. 30, 2011)

markets to fund its debt refinancing and  Fiscal Year Amount % of Total

2012
2013

capital spending needs.

Capital Structure

Thereaﬂer '
Total -

Debt Structure Source: Company reports Fitch analysis.

Atmos had $2.21 billion of bonds

outstanding as of Sept. 30, 2011, all of which are unsecured. Of that amount, $2.05 billion are
senior notes with various maturity dates, $150 million are debentures due July 15, 2028,
$10 million are medium-term notes due Dec. 15, 2025, and $0.3 million are rental property term
notes that mature in annual installments through 2013. The remaining $2.3 million were other
notes that matured in December 2011.

Capitalization Structure

% of % of
{$ Mil., As of Sept. 30, 2011) Armount Total Debt Capitat EBITDA (x}
Unsecured Senior Notes -+~ L 2500 R T B A ek s e s 2,98
Unsecured Debentures 1800
Unsecured Medium-Term Noles S
Other Unsecured Notes

021
oot

Shareholders’ Eqeiit - 22884 4
Fotal Bock Capitalization 4,870.4 100

2011EBITDA

CP — Commercial paper.
Source: Company reports, Fitch analysis.

Lease-Equivalent Debt

Atmos has long-term, noncancelable operating leases for office and warehouse space used in
its operations. Consolidated lease and rental expense for fiscal year-end 2011, 2010, and 2009
were $19.1 million, $16.0 million, and $13.6 miflion, respectively.

Fitch calculates a debt equivalent using 8x the latest full fiscal year's rental expense. This
calculation resulted in $153 million being added to Atmos’ adjusted iong-term debt for 2011 and
in each year of the financial projections.

Company Description

Atmos is one of the largest natural gas-only distributors in the U.S., currently serving more than
three million natural gas distribution customers in 12 states, primarity in the South. The
company's natural gas distribution segment has accounted for 67% of consolidated operating
income on average over the past three years, excluding asset impairments.

Atmos anncunced in May 2011 the intended sale of its natural gas distribution operations in
Missouri, lllinois, and lowa, for $124 million to Liberty Energy (Midstates) Corporation, an
affiliate of Algonquin Power & Utilities Corp. {not rated by Fitch). These operations are
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refatively small, accounting for fewer than 84,000 customers in aggregate, less than 3% of
Atmos’ total natural gas distribution customer count. Following the sale, which is expected to
close in fiscal 2012, the footprint of Atmos’ natural gas distribution business will be reduced to
nine states. The company should benefit from fewer regulatory filings and a focus on Atmos’
core geographical areas of operation.

Atmos has regulated natural gas pipeline and storage assets, including a nearly 6,000-mile
intrastate natural gas pipeline system in Texas. The company's regulated transmission and
storage segment has accounted for 21% of consolidated operating income on average over the
past three years, excluding asset impairments.

Atmos’ nonregulated operations include transmission and storage assets, and AEM’s natural
gas marketing and procurement services to customers primarily located in the Midwest and
Southeast. The company’s nonregulated segment has accounted for 12% cf consolidated
operating income on average over the past three years, excluding asset impairments.

Organizational and Debt Structure
{$ Mil., Pro Forma As of Sept. 30, 2011)

(Cne Entity)

¥ ¥

v v ¥ ¥ ¥

Atmos Pipeling — Colorado-Kansas Kentucky/Mid-States Louisiana Mid-Tex Mississippi West Texas
Texas Division Division Division Division Division Division Division

DR — Issuer default rating. CP — Comimercial Paper. NR — Not rated.

Sotrce: Company reports, Filch analysis.
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Financial Summary — Atmos Energy Corp.

($ Mil., Fiscal Years Ended Sept. 30} 2011 2010 2009 2008 2007
Fundamental Ratios
FFO/Interest Expensi
CFOfinterest Expel
FFO/Debi {%) e
Operating EBIT/Interest Expense
Operating EBITDA/Inferest Expense - - -
Operating EBITDAR/ (interest Expense +R
Debl/Operating EBITDA :
Common Dividend Payoui (%)
Internal Cash/Capex. (%) -
Capex/Depreciation (%)

Profitability
Adjusted Revenues
Net Revenues
‘Operating and Maintenance Expense
Operating EBITDA

Deipreciation and Amortization Expense:

Gross interest Expense
Net Encome far Common

Operating EBIT % of Net Revenues
CashFlow
Cash Flow from Operations ©
Change in Worksng Capnal

Dividends
Capilal Expenditures. - .2::
FCF
Net Other invesiment-Cash Flow -
Net Change in Debl

Capital Structure
Short-Term:Debt
Long-Term Debt
Total Debt: .
Total Hybrid Equﬂy and Mlnomy inlerest
Common Equity <. - o :
Total Capltal

Total Hybnd Equrly and Mﬁno?ifyrlnleresﬂota G
Common Equity/Total Capilel (%) w0 7

Operating EBIT - Operating income before total repoﬁed state and federai income tax expense. Opera‘!mg EBITDA — Operatlng income before total reporled state and
federal income fax expense plus depreciation and amortization expense. Note: Numbers may not add due to rounding.
Source: Company reports, Fiich Ratings.
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The ratings above were solicited by, or on behalf of, the issuer, and therefore, Fitch has been
compensated for the provision of the ratings.
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nature of the rated security and its issuer, the requirements and practices in the jurisdiction in which the rated security is offered
and sold and/or the issuer is iocated, the avaiiability and nature of relevant public information, access fo the management of the
issuer and ifs advisers, the availability of pre-existing third-party verifications such as audit repors, agreed-upon procedures
lefiers, appraisals, actuarial reports, engineeting reporis, legal opinions and other reporis provided by third parties, the
availabifity of independent and competent third-party verification sources with respect fo the particular security or in the
particular jurisdiction of the issuer, and a variety of other factors. Users of Fitch's ratings should understand that neither an
enhanced factual investigation nor any third-party verffication can ensure that all of the information Fitch refies on in connection
with a rating will be accurate and complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the
information they provide to Fitch and fo the market in offering docurnents and other reports. In issuing iis ratings Fitch must rely
on the work of expents, including independent auditors wilh respect to financial statements and attomeys with respect to iegat
and tax matters. Further, ratings are inherently forward-looking and embody assumptions and predictions about future events
that by their nature cannct be verified as facts. As a result, despite any verification of current facts, ratings can be affected by
future events or conditions that were not anficipated at the ime a rating was issued or affirmed.

The information in this repart is provided “as is” without any representation or watranty of any kind. A Filch rating is an opinion
as to the creditworthiness of a security. This opinion is based on established criteria and methodologies that Fitch is
continuously evaluating and updating. Therefore, ratings are the coliective work product of Fitch and no individuat, or group of
individuatls, is solely responsible for a rating. The rating does not address the nisk of loss due fo risks other than credt risk,
unless such risk is specifically mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have shared
authorship. Individuals identified in a Fitch report were involved in, but are not solely responsible for, the opinions stated therein.
The individuals are named for contact purposes only. A report providing a Filch rating is neither a prospectus nor a subsiilute for
the information assembiled, verified and presented fo investars by the issuer and its agents in connection with the sale of the
securifies. Ratings may be changed or withdrawn at anyiime for any reason in the sole discretion of Fitch. Fitch does not
provide investment advice of any sort. Ratings are not a recommendation fo buy, seli, or hold any security. Ralings do not
comment on the adequacy of market price, the suitability of any security for a particular investor, or the tax-exempt nattire or
taxabilty of payments made in respect to any security. Fiich receives fees from issuers, insurers, guarantors, other obligors,
and underwriters for raling securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable currency
equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or insured or
guaranteed by a parlicular insurer or guarantor, for a single annuat fee. Such fees are expecied to vary from US$10,000 to
US$1,500,000 (or the applicable currency equivalent). The assignment, publication, or dissemination of a rating by Fitch shal
not constitute a consent by Fitch to use its name as an expert in connection with any registration statement filed under the
United States securities laws, the Finandiat Services and Markets Act of 2000 of Great Britain, or the securifies laws of any
particular jurisdiction. Due o the relative efficiency of electronic publishing and distribution, Fitch research may be available to
electronic subscribers up o three days earlier than to print subscribers.

Atmos Energy Corporation
January 13, 2012
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Tagging info

Fitch Affirms Atmos Energy's Ratings; Outlook Stable Ratings Endorsement Policy
30 Apr 2012 5:29 PM (EDT)

Fitch Ratings-New York-30 April 2012: Fitch Ratings has affirmed Atmos Energy Corporation's {Atmos) ratings, including its long-
term Issuer Default Rating (IDR) at 'BBB+' and its senior unsecured debt rating at 'A-". A full list of rating actions is shown at the end
of this release.

The Rating Outlook is Stable.
These rating actions affect approximately $2.2 billion of long-term debt.
Key rating factors include the following strengths:

--A constructive regulatory environment that includes annual ratemaking mechanisms and weather normalization;

--A prudent management team that has focused on increasing and improving the predictability of its regutated distribution segment's
operating income;

--Large and geographically diverse regulated operations.

These strengths are tempered by the following concern:
--A greater degree of earnings volatility and commodity exposure at Atmos Energy Holdings, Inc.'s (AEH) nonregulated operations.
Constructive Regulatory Mechanisms:

Several reguiatory mechanisms, including annual ratemaking, weather normalization, and purchased gas cost adjusiments, redtice
regulatory lag and add stability to earnings and cash flows. .

Nearly three-quarters of the distribution segment's gross profit is subject to annuaj ratemaking, which allows for the recovery of both
capital expenditures and O&M expenses without the need to file a formal rate case.

Roughly 94% of the distribution segment's residential and commercial customer gross profit is covered under weather normalization
mechanisms, adding further certainty to cash flows.

Purchased-gas cost adjustment mechanisms provide a dollar-for-dollar offset to increases or decreases in the distribution
segment's purchased gas costs, and trackers cover the gas portion of customer bad-debt expense in most of Aimos' Texas service
territory and in several other states.

Obtaining these aforementioned regulatory mechanisms has been a key focus of management, and Atmos has been effective in
improving the regulatory environment throughout its multi-state distribution service territory. These efforts have led to organic
growth in rate base, which, when combined with careful oversight of O&M expenses and a manageable capital spending program,
has strengthened the company's financial profile.

Large Geographically Diverse Operations:

The ratings are further supported by the low-risk nature of Atmos' large and geographically diverse regulated operations. Atmaos
also benefits from its large Texas intrastate pipeline and associated storage assets, which provide access from several natural gas
basins to three of the major Texas hubs.

AEH's Nonregulated Operations:

Slightly offsetting these strengths are the company's non-regulated operations, which include gas supply management, marketing,
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and gathering and siorage services that are mainly conducted at the company's AEH subsidiary. These operations have a higher
level of business risk than the company’s regulated operations, due to greater earnings volatility and commodity exposure. AEH has
been negatively affected in recent years by the extreme narrowing or elimination of basis differentials, which is expected to continue
in the near term.

Strong Financial Performance:

Fitch expects Atmos to maintain its strong financial metrics, which have been driven by organic growth in Atmos’ regulated natural
gas distribution segment. For the next three years, Fitch expects funds from operations (FFO)-to-total debt to average more than
22%, with total debt-to-EBITDA near 3.5 times {x).

Adequate Liguidity:

Liquidity is adequate, primarily supported by Atmos’ $750 million commercial paper program, which is backed up by a five-year
$750 million revolving credit facility that matures on May 2, 2016. The facility has an accordion feature that aliows for an increase in
borrowing capacity to $1 billion.

Atmos Energy Marketing, LLC (AEM), the wholly owned subsidiary of AEH, has its own $200 million revolving credit facility, which
matures on Dec. 8, 2013. AEM's operations could require a significant amount of liguidity if natural gas prices were to increase, but
Fitch considers AEM's revolving credit facility, with the ability to increase borrowing capacity to $500 million, adequate to meet
future needs.

in addition to these third-party facilities, there are three intercompany credit facilities that simulate a money pool and allow for the
efficient management of cash among Atmos, AEH, and AEM.

Fitch has affirmed the following ratings:

Atmos

--Long-term |DR at '‘BBB+';
--Senior unsecured debt at 'A-;
--Short-term IDR at 'F2';
--Gommercial paper at 'F2'.

Contact:

Primary Analyst

Kevin L. Beicke, CFA
Director
+1-212-908-8112
Fiteh, Inc.

One State Street Plaza
New York, NY 10004

Secondary Analyst
Daniel Neama
Assaciate Director
+1-212-908-0561

Gommittee Chairperson
Donna McMonagle
Managing Director
+1-212-908-0258

Media Relations: Brian Bertsch, New York, Tel: +1 212-908-0549, Email: brian.bertsch@fitchratings.com.

Additional information is available at ‘www.fitchratings.com'. The ratings above were solicited by, or on behalf of, the issuer, and
therefore, Fitch has been compensated for the provision of the ratings.

Applicable Griteria and Related Research:

--'Corporate Rating Methodology' (Aug. 12, 2011);
--'Recovery Ratings and Noiching Criteria for Utilities’ (Aug. 12, 2011);
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--Special Report: "Rating North American Utilities, Power, Gas, and Water Companies’ (May 18, 2011).

Applicable Criteria and Related Research:

Corporate Rating Methodology

Recovery Ratings and Notching Criteria for Utilities

Rating North American Utilities, Power, Gas, and Water Companies

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE
LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE TERMS OF
USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE 'WWW.FITCHRATINGS.COM'. PUBLISHED
RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF
CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANGE AND OTHER RELEVANT
POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT SECTION CF THIS SITE.

Copyright © 2012 by Fitch, Inc., Fitch Ratings Ltd. and its subsidiaries.
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Tagging Info

Fitch Upgrades Atmos Energy's Ratings; Outlook Stable Ratings
02 Jun 2011 5:36 PM (EDT)

Fitch Ratings-New York-02 June 2011: Fitch Ratings has upgraded Atmes Energy Corporation's {Atmaos) long-term Issuer
Default Rating ({DR) to 'BBB+' from 'BBB' and its senior unsecured debt rating to ‘A-' from 'BBB+". A full list of rating
actions is shown at the end of this release.

The Rating Outlook is Stable.
These rating actions affect approximately $1.8 billion of iong-term debt.
Key rating factors include the following strengths:

--A constructive regulatory environment that includes annual ratemaking mechanisms and weather normalization;,

--A prudent management team that has focused on increasing and improving the predictability of its regulated distribution
segment's operating income;

--Large and geographically diverse regulated operations.

These strengths are tempered by the following concern:

--A greater degree of earnings volatility and cormmodity exposure at Atmos Energy Holdings, inc.'s (AEH) nonregulated
operations.

The ratings upgrade reflects Fitch's expectation of continued strong financial performance, which has been driven by
organic growth in Atmos' regulated natural gas distribution segment. For the next three years, Fitch expects funds from
operations (FFO) to total debt to average more than 22%, with total debt to EBITDA near 3.5 times {x).

Constructive Reguiatory Mechanisms:

Several regulatory mechanisms, including annual ratemaking, weather normalization, and purchased gas cost
adjustments, reduce regulatory lag and add stability to earnings and cash flows.

Two-thirds of the distribution segment's operating income is subject to annual ratemaking, which allows for the recovery of
both capital expenditures and O&M expenses without filing a formal rate case. Roughly 94% of the distribution segment’s
operating income is covered under weather normalization mechanisms, lessening the effect of abnormal weather.
Purchased gas cost adjustment mechanisms provide a dollar-for-doliar offset of increases or decreases in purchased gas
costs, and trackers cover the gas portion of customer bad-debt expense in most of Atmos’ Texas service territory.

Obtaining these aforementioned regulatory mechanisms has been a key focus of management, and Atmos has been
effective in improving the regulatory environment throughout its multi-state distribution service territory. These efforts have
led to organic growth in rate base, which, when combined with careful oversight of O&M expenses and a manageable
capital spending program, has improved the company's financial profile over the past few years.

Large Geoegraphically Diverse Operations:

The ratings are further supported by the low-risk nature of Atmos' large and geographically diverse regulated operations.
Atmos also benefits from its large Texas intrastate pipeline and associated storage assets, which provide access from
several natural gas basins to three of the major Texas hubs.

AEH's Nonreguiated Operations:
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Slightly offsetting these strengths are the company's non-regulated cperations, which include gas supply management,
marketing, and gathering and storage services that are mainly conducted at the company's AEH subsidiary. These
operations have a higher level of business risk than the company's regulated gas distribution and pipeline operations, in
the form of greater earnings volatility and commodity exposure. AEH's physical hedges and few net open paositions heip
mitigate these risks.

AEH stands to benefit from its asset optimization business when natural gas market fundamentals improve, although it has
been negatively impacted by the narrowing of basis differentials during the past two years.

Adequate Liquidity:

Liguidity is adequate, supporied by sufficient availability under Atmos' new five-year, $750 million revolving credit facility
that serves as a backup for the commercial paper program. The facllity has an accordion feature that allows for an
increase in borrowing capacity to $1 billion.

Atmos Energy Marketing, LLC {AEM), the wholly owned subsidiary of AEH, has its own $200 million revolving credit
facility, which matures on Dec. 8, 2013. AEM's operations could require a significant amount of liguidity if natural gas
prices were to increase, but Fitch considers AEM's revolving credit facility, with the ability to increase borrowing capacity to
$500 million, adequate to meet fulure needs.

Company Profile:

Atmos is cne of the largest natural gas-only distributors in the U.S., currently serving over three million natural gas
distribution customers in 12 states, primarily in the South. Atmos also has natural gas pipeline and storage assets,
including a 8,000-mile intrastate natural gas pipeline system in Texas. In addition, AEH provides natural gas marketing and
progurement services to industrial, commercial, and municipal customers, with a focus in the Midwest and Southeast.

Fitch has upgraded the following ratings:

Atmos
--Long-term 1DR to 'BBB+' from 'BBB';
--Senior unsecured debt to 'A-' from 'BBB+.

Fitch has affirmed the following ratings:

Atmos
--Short-term IDR at 'F2';
--Commercial paper at 'F2".

Contact:

Primary Analyst

Kevin L. Beicke, CFA
Director
+1-212-808-9112
Fitch, Inc.

One State Street Plaza
New York, NY 10004

Secondary Analyst
Peter Molica
Director
+1-212-908-0288

Committee Chairperson
Glen Grabelsky
Managing Director
+1-212-908-0577
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Media Relations: Brian Bertsch, New York, Tel: +1 212-908-0549, Email: brian.bertsch@fitchratings.com.
Additional information is available at 'www fitchratings.com’.

Applicable Criteria and Related Research:

--'Corporate Rating Methodology' (Aug. 16, 2010);

--'Recovery Ratings and Notching Criteria for Utilities’ (May 12, 2011);

--'Rating North American Utilittes, Power, Gas, and Water Companies' (May 16, 2011).

Applicable Criteria and Related Research:

Corporate Rating Methodology

Recovery Ratings and Notching Criteria for Utilities

Rating North American Utllities, Power, Gas, and Water Companies

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ
THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTP//FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE
"WWW.FITCHRATINGS.COM". PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM
THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE
FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM
THE 'CODE OF CONDUCT' SECTION OF THIS SITE.

Copyright © 2011 by Fitch, Inc., Fitch Ratings Ltd. and its subsidiaries.
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Moobpy’s

INVESTORS SERVICE
Rating Action: Moody's upgrades Atmos Energy to Baal

Globat Credit Research - 11 May 2011
Over $2 billion of debt affected

New York, May 11, 2011 -- Moody’s Investors Service today upgraded the senior unsecured debt rating for Afmos Energy Corporation {Atmaos) fo
Baa1 from Baa2 and the subordinated debt rating to Baa2 from Baa3. The rating ouflook for Atmos is stable.

RATINGS RATIONALE

The upgrade of Atmos reflects a number of favorable factors, including a continuing series of rate increases which have resulted in a
sustainable improvement in credit metrics, the recent renewat of the company's primary credit facifity, the favorable resolution of the Atmos
Pipetine rate case, and a renewed management focus on low-risk regulated activities.

"Steady rate increases, as well as its improving credit metrics and business risk profile, support a one-notch upgrade for Atmos,” said Moody's
vice president Mihoke Manabe.

in April, Amos secured some certainty in its liquidity resources in renewing two expiring credit facilities with a committed $750 million five-year
facility. Earlier in March, the company also renewed its $25 miliion facility. Both facilities are currently undrawn and thus fully available {c bridge
finance $350 miffion of debt which matures on Monday. The company plans to refinance this debt with a $300 millicn long-term note issuance in
June, which will result in incremental de-leveraging.

Atmos’ continuing series of rate increases has been supportive of improving credit metrics and is another important factor in the upgrade. So
far this year, the company has been granted about $45 million of rate relief, which is on frack with the approximately $50 to $60 million of rate
increases that Almos seeks to obtain every year. The majority of these increases came from routine annual rate filings, capital investment
recovery mechanisms, and surcharges. Moody's believes that compared to periodic base rate cases, recovery from such routine annual rate
filings can be more timely and more certain.

Notably, the company was recently awarded an annuat increase in cperating income of $20.4 million in the Atmos Pipeline rate case (about a
2G% increase from that division's 2010 operating income), the largest of its rate cases in fiscal 2011. The Pipeiine’s allowed return on equity
(ROE) was increased to 11.8% from 10%. The order also introduced some revenue-stabilizing features, including a straight fixed variable rate
design and a rider that adjusts for fiuctuations in industrial sales.

With its recent abandonment of its gas storage development business and a weaker outiook for its minor marketing business, Atmos has a
renewed strategic focus on lower risk regulated activities, which Moody's views as a credit-positive development.

Aseries of rate increases has contributed fo a steady improvement in Atmos’s credit metrics over the past few years. For the 12 months ended
March 31, 2011, cash flow from operations pre-working capital-to-debt (CF pre-WC}) was 32% and CF pre-WG plus interest-fo-interest was 5.8
times, both after Moody's standard adjustments. Moody's noted that these metrics are unusuatly high, reflecting nonrecurring increases in cash
flow fram a one-time change in accounting for repairs and bonus depreciation. Although the temporary benefits of bonus depreciation will wane
after fiscal 2013, Moody's believes that Atmos will be able to sustain its credit metrics longer term at levels that would support a Baa1 rating,
inciuding CF pre-WC-to-debt above 20% ard CF pre-WC plus Interest-to-interest in the mid-4 times range.

Moody's said that Atmoes's rating could be upgraded with a sustained improvement in its credit metrics, including CF pre-WC-to-debt in the mid
20% range and CF pre-WC plus Interest-to-interest in the high 4 times range. Conversely, Almos's ratings could be downgraded with a
sustained weakening in its metrics, including CF pre-WC-to-debt in the high teens, CF pre-WC plus interest-to-interest around 4 times. In
addition, M&A activity that results in higher financial and business risks could also negatively affect the rating.

Upgrades:

.Issuer: Atmos Energy Corporation

...Multiple Seniority Shelf, Upgraded to a range of {P)Baa2 to {P)Baal from a range of {P)Baa3 o {P)Baa2

....Muitiple Seniority Shelf, Upgraded to a range of {(P)BaaZ to {P)Baat from a range of (P)Baa3 to {P)Baa2

....Seniar Unsecured Regular Bond/Debenture, Upgraded to Baat frem Baa2

Qutlook Actions:

.issuer; Atmos Energy Corporation

....0utlook, Changed To Stable From Rating Under Review

Moody's most recent rating action on Atmos was on March 31, 2011, when Moody's initiated a review for possibie upgrade.

The principal methodology used in rating Aimos is Moody's Regulated Electric and Gas Utilities methedology published in August 2009, Other
methodologies and factors that may have been considered in the process of rating the issuer can also be found on Moody's website.

Headquartered in Dailas, Texas, Atmos Energy Corporation engages in the disfribution, transmission, and marketing of natural gas.

REGULATORY DISCLOSURES
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information sources used to prepare the credit rating are the following: parties involved in the ratings, parties not involved in the ratings, public
information, and confidential and proprietary Moody's Investor Service's information.

Moody's Investors Service considers the quality of information available on the issuer or obligation satisfactory for the purposes of maintaining a
credit rating,

Moody's adopts all necessary measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
Moody's considers fo be refiable including, when appropriate, independent third-party sources. However, Moody's is not an auditor and cannot in
every instance independently verify or validate information received in the rating process.

Please see ratings fab on the issuerfentity page on Moodys.com for the fast rating action and the rating history.

The date on which some Credit Ratings were first released goes back o a time befare Moody's Investors Service's Credit Ratings were fully
digitized and accurate data may not be available. Consequently, Moody's Investors Service provides a date that it believes is the most reiiable
and accurate based on the information that is available to it. Please see the ratings disclosure page on our website www.moodys.com for
further information.

Please see the Credit Policy page on Moodys.com for the methodologies used in deterrnining ratings, further infermation on the meaning of
each rating category and the definition of default and recovery.

New York

Mhoko Manabe

VP - Senior Credit Officer
infrastructure Finance Group
Moody's Investors Service
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

New York

Wiliiam L. Hess

MD - Utiilties

Infrastructure Finance Group
Moody's Investors Service
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

Moody's Investors Service

250 Greenwich Street

New York, NY 10007

US.A

JOURNALISTS: 212-5653-0376
SUBSCRIBERS: 212-553-1653

Mooby’s

INVESTORS SERVICE

© 2011 Moody's Investors Service, inc. andfor its licensors and affiliates (collectively, "MOODY'S"). All rights reserved.

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S {"MIS") CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBRT-LIKE
SECURITIES. MiS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MA NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFALULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NCT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WATH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WALL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODLICED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR INPART, INANY FORMCR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN
CONSENT. All infermation contained herein is obtained by MOODY'S from sources believed by it to be accurate and
reliable. Because of the possibiity of human or mechanical error as well as other factors, however, all information
contained herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that
the information it uses in assigning a credit rating is of sufficient quality and from sources Moody's considers to be
reliable, including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and
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cannot in every instance independently verify or validate information received in the rating process. Under no
circumstances shall MOQDY'S have any liability to any person or entity for (a) any loss or damage in whole ar in part
caused by, resuiting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency within
or outside the control of MOODY'S or any of its directors, officers, employees or agents in connection with the
procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such
information, or {b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever
(including withaut limitation, lost profits}, even if MOODY'S is advised in advance of the possibility of such damages,
resulting from the use of or inability to use, any such information. The ratings, financial reporting analysis, projections,
and other cbservations, if any, constituting part of the information contained herein are, and must be construed solely
as, statements of opinion and not statements of fact or recommendations to purchase, self or hoid any securities.
Each user of the information contained herein must make its own study and evaluation of each security it may
censider purchasing, holding or seling. NO WARRANTY, EXPRESS OR IWPLIED, AS TO THE ACCURACY,
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPQOSE OF ANY
SUCH RATING OR OTHER OPINION OR INFORMATION iS GIVEN OR MADE BY MOODY'S INANY FORMOR
MANNER WHATSOEVER.

MIS, a wholly-owned credil rating agency subsidiary of Moody's Corporation {"MCQ"), hereby discloses that most
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and
preforred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating
services rendered by it fees ranging from $1,500 fo approximately $2,500,000. MCO and MiS also maintain policies
and procedures to address the independence of MiS's ratings and rating processes. Information regarding certain
affiliations that may exist between directors of MCO and rated entities, and between enfities who hoid ratings from MiIS
and have also publicly reported to the SEC an ownership interest in MCO of mare than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and Shareholder
Affifiation Policy.”

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61
003 399 857, which holds Ausiralian Financial Services License no, 336969. This document is intended to be provided
only to "wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By continuing to access
this document from within Australia, you represent to MOQDY'S that you are, or are accessing the document as a
representative of, a “wholesale client” and that neither you nor the entity you represent will directly or indirectly
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations
Act 2001.

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's Japan K K. ("MJKK")
are MIKK's current opinions of the relative fulure credit risk of entifies, cradit commitments, or debt or debt-like
securities. In such a case, "MIS" in the foregoing statemenis shall be deemed to be replaced with "MIKK". MIKK is a
wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody's
Overseas Holdings Inc., a wholly-owned subsidiary of MCO.

This credit rating is an opinion as fo the creditworthiness or a debt obligation of the issuer, rot on the equity securities
of the issuer or any form of security that is available to retail investors. it would be dangerous for retail investors fo
make any investrent decision based on this credit rating. ¥ in doubt you should contact your financial or other
professional adviser.
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Key Rating Drivers

Constructive Regulatory Environment: The ratings of Atmos Energy Corporation {(Atmos)
are supported by a constructive regulatory environment in its multijurisdictional service territory.
Atmos has been able to implement several regulatory mechanisms, including annual
ratemaking, purchased gas cost adjustments, and weather normalization, across many of its
jurisdictions.

Emphasis on Regulated Operations: Management has been able to achieve steady growth
in Atmos’ regulated distribution and transmission businesses, while the economically and
market-sensitive nonregulated operations hold greater long-term growth potential. Fitch
Ratings expects reguiated operations to average more than 80% of net income over the long
ferm, although this level should remain higher in the near term given weak market conditions
that have been affecting the nonregulated operations.

Large Geographically Diverse Operations: Atmos benefits from the low-risk nature of its
large and geographically diverse regulated operations, and its large Texas intrastate pipeline
and associated storage assets. Management has focused on exiting nonsfrategic regions
through asset sales, and redeploying proceeds in the remaining regions with higher growth
operations,

Strong Financial Performance: Fitch expects Atmos to maintain its strong financial metrics,
which have been driven by organic growth in Atmos’ regulated natural gas distribution segment.
For the next three vears, Fitch expects FFO to total debt to average more than 20%, with total
debt to EBITDA to range between approximately 3.8x and 3.6x.

Volatility at Nonregulated Operations: Atmos Energy Holdings, Inc. (AEH) and its wholly
owned subsidiary, Atmos Energy Marketing, LLC (AEM), are responsible for the majority of
Atmos' nonregulated eamnings. These nonregulated gathering, storage, transportation, and
supply-management operations exhibit greater earnings volatility than the regulated operations
due to their exposure to natural gas prices and the supply and demand effects on market
conditions.

Rating Outlook: The Stable Outlook for Atmos reflects predictable and stable earnings driven
by a constructive regulatory environment and the low-risk nature of its regulated operations.

What Could Trigger a Rating Action

Potential Positive Factors: The downsizing of Afmos’ nonregulated operations along with
continued strong performance of the regulated distribution and transmission and storage
businesses could resuit in a positive rating action.

Potential Negative Factors: A significant increase in the size or risk of Atmos’ nonregulated
operations, or a large or heavily debi-financed acquisition could result in a negative rating
action.

www fitchratings.com

January 29, 2013




Related Criteria

Corporate  Rating Methodology
{August 2012)

Rating North  American  Utilities,

Power, Gas, and Water Companies
(May 2011)

Key Rating Issues

Regulatory Environment

Aftmos operates in Texas, Louisiana, Mississippi, Kansas, Colorado, Tennessee, Kentucky, Virginia,
and Georgla. Fitch considers Atmos’ regulatory environment fo be constructive, enabling the utility to
earn a reascnable return. '

The state of Texas, in which nearly 60% of Atmos' distribution customers are located, has a
relatively decentralized regulatory approach. The governing body of each municipality has original
jurisdiction over all rates, operations, and services within its city limits. The Railroad Commission of
Texas {RRC) has exciusive appeliate 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. Aimos’ natural gas distribution jurisdictions within Texas
have authorized returns on equity (ROE) that range from 10.1% to 10.5%, with the most recent
decision for the Mid-Tex region at a 10.5% ROE.

The eight other states in which Afrmos distributes natural gas are regulated by each state’s public
service commission. The authorized ROEs in these states range from 9.89% to 10.5%.

Regulatory Mechanisms Stabilize Cash Flows

Almos has been able to implement rate designs in recent years on its approximately
$4.2 billion rate base that have reduced regulatory lag and helped decouple gross margin from
customer usage pattems. These cash flow-stabilizing regulatory mechanisms include annual
ratemaking, timely capital cost recovery, purchased gas cost adjustments, and weather
normalization.

Annual ratemaking mechanisms are in place in Louisiana, Mississippl, Texas, and Georgia that
allow for the annual recovery of capex, and except for Texas, operating and maintenance {O&M)
expenses. These mechanisms provide for filing an annual rate review and adjustment io rates
instead of a formal rate case, covering approximately 77% of Atmos’ natural gas distribution gross
margin in fiscal 2012.

The gas reliability infrastructure program (GRIP) in Texas allows Atmos to include annually
approved capex incurred in the prior calendar year in rates without the need fo file a formal rate case.
The GRIP applies to Atmos’ natural gas distribution customers in Texas not located within the limits
of a municipality. Similar mechanisms that provide accelerated capital recovery have been enacted
in Atmos’ service territories in Kentucky, Virginia, Kansas, and Georgia. Additionally, 100% of capex
in Atmos' regulated transmission and storage segment are recoverable through GRIP.

Purchased gas cost adjustment mechanisms provide a dollar-for-doffar offset to increases or
decreases in natural gas distribution purchased gas costs monthly or quarterly, depending on the
jurisdiction, without the need to file a rate case. Some jurisdictions also have performance-based
ratemaking adjustments to provide incentives to minimize purchased gas costs through improved
storage management and the use of hedges to lock in gas costs. Trackers cover the gas cost
portion of customer bad-debt expense in most of Atmos’ Texas service territory and in several other
states, covering approximately 76% of Atmos’ natural gas distribution gross margin.

Importantly, Atmos has been able to implement weather normalization adjustment (WNA)
mechanisms in Texas, Louisiana, Mississippi, Kentucky, Tennessee, Kansas, Virginia, and Georgia,
covering roughly 97% of the natural gas distribution segment’s residential and commercial customer
gross profit. WNA mechanisms lessen the effect of abnormal weather, adding further certainty to
cash flows.

Atmos Energy Corp.
January 29, 2013



Nonregulated Operations
(Contribution to Adjusted
Net Income)

a0
AN
25
20 \
15 \
10 \
5 \\

0

2008 2010 2011 2012 2018F

F — Forecast.
Source: Company reports, Fitch.

Obtaining the aforementioned reguiatory mechanisms has been a key focus of management,
which has been effective in improving the regulatory environment throughout its multistate
distribution service territory. These efforts have led to organic growth in rate base, which when
combined with careful oversight of O&M expenses and a manageable capital spending
program, has improved the company's financial profile over the past few years.

Asset Sales

Atmos completed the sale of ifs regulated distribution assets in nonstrategic regions, including
Missouri, lowa, and lllinois, to Liberty Energy Corp., an affiliate of Algonquin Power & Utilities
Corp., for approximately $128 million in August 2012. The sale of the regulated distribution
assets in Georgia for approximately $141 million is expected to close in late fiscal 2013.

Texas Intrastate Pipeline

Atmos’ regulated transmission and storage segment, Texas intrastate Pipeline, is an
approximately 6,000-mile pipeline that connects to three major market hubs and has five
storage faciiities. It is subject to regulation by the RRC, with an authorized ROE of 11.8%.

A prolonged period of low basis differentials has negatively affected Atmos’ transportation and
storage business during the past two years, and will likely continue to affect it in 2013. However,
Atmos stands to benefit when natural gas market fundamentals improve due to its strong
market position in Texas, and its access to the major Texas hubs of Waha, Katy, and Carthage.

Nonregulated Operations

The company's nonregulated operations, which include gas supply management, marketing,
and gathering and storage services that are mainly conducted at the company's AEH
subsidiary. In Fitch's opinicn, these operations have a higher level of business risk than the
company’s regulated operations, due to greater earnings volatility and commodity exposure.
AEH has been negatively affected in recent years by the extreme narrowing or elimination of
basis differentials, which is expected to continue. As a result, Fitch expects contributions from
these operations to net income to be less than 10% in the near term.

Financial Overview

Liquidity and Debt Structure

Debt Maturities and Liquidity Total Debt and Leverage
(AL 2012 Year-End}

e Tolal Debt (LHS)  somww= Debt/EBITDA {(RHS)

($ Mil.) i
ST g 3,000 (5 ML) &) 42

2,800

- 4.0
2,600 + - 3.8
2,400 r 3.6

Source: Company reports, Fitch. 2,200 4 - 3.4

2,000 4 3.2

2007 20608 2069 2010 2011 2012

Source: Company reports, Fitch.
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In  January 2013, Atmos issued
$500 milion 4.15% senior unsecured
notes due Jan. 15, 2043.

Total available liquidity stood at approximately $669 million as of Sept. 30, 2012. Atmos
increased its $750 million revolving credit facility by $200 million to $850 million in
December 2012, while maintaining its accordion feature at $250 million. The facility now allows
Aimos to obtain same-day funding on base rate loans. At the same time, AEM terminated its
$200 million secured credit facility and replaced it with two $25 million, 364-day bilateral
facilities. Atmos retained its various one-year facilities totaling $39 million. Given the lower cost
of gas inventories in storage and the increased facility size, Fitch considers Atmos’ liquidity
sufficient.

In addition to these third-party facilities, there are three intercompany credii facilities that
simulate a money pool and allow for the efficient management of cash among Atmos, AEH,
and AEM. AEH serves as the intermediary between Atmos and AEM with respect to these
facilities, allowing for up to $500 million to be borrowed from or lent to Atmos, and for up to
$500 miliion to be lent to AEM. These facilities are renewed annually at calendar year end.
There was $211.5 million outstanding under this facility as of Sept. 30, 2012.

Significant debt covenants include a ratio of total debt to capitalization of no greater than 70%,
and cross-default provision triggers at $15 million—$100 millicn for different facilities. Atmos
was in compliance with all debt covenants as of Sept. 30, 2012, and maintained a total debt-to-
total capitalization ratic, as defined in the credit agreement, of 56%.

Aimos has a manageable near-term debt maturity schedule, with its $500 million, 4.95% notes
maturing on Oct. 15, 2014, the oniy significant notes maturing before 2017. Fitch considers the
company’s access tc capital as unrestricted. The current interest rate environment facilitates
low cost of capital over the near term, which Atmos has already taken advantage of with the
issuance of senior unsecured notes in January 2013.

Capitalization Structure

($ Mil,, As of Sept. 30, 2012} Amount
Unsecured-Senor Notes. - LTI
Unsecured Debentures
Unsecured Medium-Term Notes .~
Operating Lease Eguivalent
Rental Properly Term Notes -
Total Adjusted Long-Term Deb
Minus: Unamortized Diseounts:

% of Totai Debt

% of Capital
e o T

a8

Total Adjusted De
Shareholders’ Equity
Total Book Capitatization

Saurce: Company reports, Fitch analysis.

Lease-Equivalent Debt

Atmos has long-term, noncancelable operating leases for office and warehouse space used in
its operations. Consolidated lease and rental expense for fiscal year-end 2012, 2611, and 2010
were $33.6 million, $35.5 million, and $36.7 million, respectively.

Fitch calculates a debt equivalent using 8x the latest full fiscal year's rental expense. This
calculation resulted in $268.8 million being added to Atmos’ adjusted long-term debt for 2012
and in each year of Fitch's projections.

Atmos Energy Corp.
January 29, 2013
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Cash Flow Analysis

Atmos historically has been able to fund the majority of its capex through cash flows. Due to the
larger capital program in 2011 and especially 2012, Atmos has added approximately
$200 million of debt to its capital structure in total. Fitch expects Atmos to fund its future capex
through cash flows supported by debt issuances over the next three years. Fitch expects dividends
to continue o grow, consistent with Atmos’ track record of dividend growth year over year, when
adjusted for asset sales.

Atmos announced in the fourth quarter eamings call the fiscal 2013 capital budget is
$770 milion—790 million, focused mainly on safety and compliance expenditures, along with
increased customer expansion expenditures and system improvements. Distribution capex plans for
fiscal 2013 and beyond include steel service line replacement in Texas and additional enhanced
infrastructure replacement plans in Texas, Kentucky, Kansas, and Georgia. Transmission and
storage capex plans include two service reliability enhancement projects currently underway.

CFO and Cash Use

®mCash Flow from Operations ENet Debt BNet Equity BCapex mDividends
Mil.
1,200 (5 Mil.
800
400
0
(400}
(800}
2008 2009 2010 2011 2012
Source: Company reports, Fitch.
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More than 80% of Atmos’ customer base
is retained annually.

in general, the Utilities, Power, and Gas sector outlooks remain stable. See the Sector Outlock
Distribution chart below for Fitch’s outlook distribution on the Utilities, Power, and Gas sector.

Sector Outlook Distribution

m2012 ©2011
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Source: Fitch,

Fitch's outlook for gas utility companies remains Stable. Gas utilities are advantaged by low
natural gas prices, which minimize customer conservation, and long-term forecasts of
abundant and low-priced natural gas supplies, which stimulate conversions to natural gas from
cther fuel sources and stimulate organic growth. While the slow pace of economic recovery has
limited sales growth, local distribution companies remain well positioned with modest capex
reguirements, mostly related to system reliability and maintenance.

Company Profile

Atmos is one of the largest natural gas-only distributors in the U.S., currently serving more than
three million natural gas distribution customers in nine states. The company’s natural gas
distribution segment has accounted for §7% of consolidated operating income on average over
the past three years, excluding asset impairments.

Atmos has regulated natural gas pipeline and storage assets, including a nearly 6,000-mile
intrastate natural gas pipeline system in Texas. The company's regulated {ransmission and
storage segment has accounted for 24% of consolidated operating income on average over the
past three years, excluding asset impairments.

Atmos’ nonregulated operations include transmission and storage assets, and AEM’s natural
gas marketing and procurement services to customers primarily located in the Midwest and
Southeast, and compliment regulated operations.

Atmos Energy Corp.
January 29, 2013



Business Trends

Fitch considers Atmos’ strategy of pursuing rate mechanisms that provide for full and timely
recovery of costs and expenditures as key to maintaining consistent results. EBITDA margins
have increased, due, in part, to low natural gas prices and rate base increases. The company
experienced some earnings headwind in the first half of 2012 from the mild winter heating

season.
Revenue Dynamics EBITDA Dynamics
(Net Revenue)
s CBITDA oo EBITDA Margin
($ Mil.) (5 ML) y
Ii,
1400 750 SR
1,350 700 20.0
1,300 850 15.0
1,250 600 10.0
1,200 550 5.0
1,450 - 500 0.0
2011 3011 4Q11 1012 2Q12 3Q12 4Q12 2Q11 3Q11 4Q11 1Q12 2Q12 3Q12 4Q12
Note: Each quarter is as originaily reported. Note: Each quatter is as originally reported.
Source: Company reports, Fitch. Source: Company reports, Fitch.
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Definitions

Leverage: Gross debt plus
lease adjustment minus equity
credit for hybrd instruments
plus preferred stock divided by
FFO plus gross interest paid
plus prefemed dividends plus
rental expense.

Interest Cover. FFO plus gross
interest paid plus preferred
dividends divided by gross
interest paid plus preferred
dividends.

FFOMDebt FFO divided by
gross  debt  plus  lease
adjustment minus equity credit
for hybrid instruments plus
preferred stock.

Fitch's expectations are based on the

agency's

intermally produced,

conservative rating case forecasts.
They do not represent the forecasts
of rated issuers individually or in

aggregate.

Key Filch forecasts

assumptions include:

An increase in  operating
income in 2013 due to rate
base increases.
Nomal weather.

Key Metrics
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Organizational Structure

Organizational Structure — Atmos Energy Corp.
($ Mil., As of Sept. 30, 2012)

P oo omm mm mm ok o e o me e mm o e

= mm omm o mm e o mm o mm R e e e

(One entity)

IDR - Issuer Default Rating. CP — Commercial paper. NR — Not rated.
Source; Company filings, Bicomberg, Fitch Ratings.
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Financial Summary — Atmos Energy Corp.
($ Mii. Fiscal Years Ended Sept. 30) 2008 2009 2010 2011 2012

Fundamental Ratlos {0
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The ratings ahove were solicited by, or on behalf of, the issuer, and therefore, Fitch has been
compensated for the provision of the ratings.
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THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE
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Daniel Meziere

Vice President & Treasurer
Atmos Energy Corporation
5430 LBJ Freeway — Suit 1800
Dallas, TX 75240

January 10, 2013

Dear Mr. Meziere,

Re: Atmos Encrgy Corporation’ $500 million Senior Unsecured Note Issuance

Fiteh (see definition below) assigns the following ratings, subject to receipt of final documents:
‘A-" to $500 million, 4.15% Senior Unsecured Notes, due J anuary 15, 2043

The Rating Outlook is Stable.

In issuing and maintaining its ratings, Fitch relics on factual information it receives from
issuers and underwriters and from other sources Fitch believes to be credible. Fitch conducts
a reasonable investigation of the factual information relied upon by it in accordance with its
ratings methodology, and obtains reasonable verification of that information from
independent sources, to the extent such sources are available for a given security or in a given
jurisdiction.

The manner of Fitch’s factual investigation and the scope of the third-party verification it obtains
will vary depending on the nature of the rated security and its issuer, the requirements and
practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is
located, the availability and nature of relevant public information, access to the management of
the issuer and its advisers, the availability of pre-existing third-party verifications such as audit
reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering reports, legal
opinions and other reports provided by third parties, the availability of independent and
competent third-party verification sources with respect to the particular security or in the
particular jurisdiction of the issuer, and a variety of other factors.

Users of Fitch’s ratings should understand that neither an enhanced factual investigation nor any
third-party verification can ensure that all of the information Fitch relies on in connection with a
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rating will be accurate and complete. Ultimately, the issuer and its advisers are responsible for
the accuracy of the information they provide to Fitch and to the market in offering documents
and other reports. In issuing its ratings Fitch must rely on the work of experts, including
independent auditors with respect to financial statements and attorneys with respect to legal and
tax matters. Further, ratings are inherently forward-looking and embody assumptions and
predictions about future events that by their nature cannot be verified as facts. As a result,
despite any verification of current facts, ratings can be affected by future events or conditions
that were not anticipated af the time a rating was issued or affirmed.

Fitch seeks to continuously improve its ratings criteria and methodologies, and periodically
updates the descriptions on its website of its criteria and methodologies for securities of a given
type. The criteria and methodology used to determine a rating action are those in effect at the
time the rating action is taken, which for public ratings is the date of the related rating action
commentary. Each rating action commentary provides information about the criteria and
methodology used to arrive at the stated rating, which may differ from the general criteria and
methodology for the applicable security type posted on the website ata given time. For this
reason, you should always consult the applicable rating action commentary for the most accurale
information on the basis of any given public rating.

Ratings are based on established criteria and methodologies that Fitch is continuously evaluating
and updating. Therefore, ratings are the collective work product of Fitch and no individual, or
group of individuals, is solely responsible for a rating. All Fitch reports have shared authorship.
Individuals identified in a Fitch report were involved in, but are not solely responsible for, the
opinions stated therein. The individuals are named for contact purposes only.

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other
person, to buy, sell, make or hold any investment, loan or security or to undertake any
investment strategy with respect to any investment, loan or security or any issuer. Ratings do not
comment on the adequacy of market price, the suitability of any investment, loan or security for
a particular investor (including without limitation, any accounting and/or regulatory treatment),
or the tax-exempt nature or taxability of payments made in respect of any investment, loan or
security. Fitch is not your advisor, nor is Fitch providing to you or any other party any financial
advice, or any legal, auditing, accounting, appraisal, valuation or actuarial services. A rating
should not be viewed as a replacement for such advice or services.

The assignment of a rating by Fitch does not constitute consent by Fitch to the use of its name as
an expert in connection with any registration statement or other filings under US, UK or any
other relevant securities laws. The assignment of a rating by Fitch does not constitute consent by
Fitch to the use of its name as an expert in connection with any registration statement or other
filings under US, UK or any other relevant securities laws, Fitch does not consent to the
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inclusion of its ratings in any offering document in any instance in which US, UK or any other
relevant securities laws requires such consent. Fitch does not consent to the inclusion of any
written Jetter communicating its rating action in any offering document.

It is important that you promptly provide us with all information that may be material to the
ratings so that our ratings continue to be appropriate. Ratings may be raised, lowered,
withdrawn, or placed on Rating Watch due to changes in, additions to, accuracy of or the
inadequacy of iixformation orfor any other reason Fiteh deems sufficient:

Nothing in this letter is intended to or should be construed as creating a fiduciary relationship
between Fitch and you or between Fitch and any user of the ratings.

In this letter, “Fitch” means Fitch, Inc. and any subsidiary or successor in interest.

We are pleased to have had the opportunity to be of service to you. If we can be of further
assistance, please contact me at (212) 908-0577.

Sincerely,

74 /7 0
,g? Qm,; (}C/ N\ fﬁ(’}s‘ -

/

Glen Grabelsky
Managing Director
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I 5

Atmos Energy Corp.

Credit
Rating: BRB+/Stable/A-2

NPTONS 3
GIEGS

Standard & Poor's Ratings Services' ratings on Dallas-based Atmos Energy Corp. reflect the company's "excellent"

business risk and "significant” financial risk profiles under our criteria,

The "excellent” business risk profile for Atmos incorporates the company’s low-operating risk regulated natural gas
distribution and gas pipeline transmission operations that contribute about 90% of operating income. These businesses
benefit from operations under generally constructive regulatory frameworks and jurisdictions and, in many but not all
jurisdictions, include the use of weathernormalization clauses, revenue-stabilization mechanisms, and capital recovery
mechanisms which support cash flow stability. Atmos' business risk profile also benefits from operating and regulatory
diversity; however, the company's Texas operations provide about 60% of operating income, The regulated customer
base is large at more than three million customers and residential and commercial customers provide the bulk of
revenues and sales, which, in combination with the constructive regulatory environments, supports stable cash flow

generation.

Atmosg' regulated transmission and storage segment transports natural gas to the company's Mid-Tex division,
transports natural gas for third parties, and manages underground storage reservoirs in Texas. This is a strategic asset
because it supplies gas to a substantial proportion of Atmos’ distribution network and provides access to natural gas
from several basins in Texas, which have substantial reserves, We expect this segment to generate relatively stable

cash flow.

These strengths are offset by the company's higher-risk, nonregulated operations that engage in retail gas supply, gas
storage and transportation and asset optimization. The retail gas supply business relies on large volumes and small per
unit margins in order to contribute to operating income, while the asset optimization business relies on natural gas
price volatility. The contribution of these businesses has decreased in recent years as natural gas prices have
decreased and stabilized at low levels. Volatile natural gas prices can create profit opportunities, but such profits are
not necessarily recurring in nature. In addition to potential volatility in operating income, the unregulated cperations
can also create significant swings in liquidity requirements due to collateral needs. Notably, these businesses require

stringent risk management and oversight to avoid and/or minimize the impact of unexpected price movements,

We view the financial risk profile of Atmos as significant, incorporating the company's stable regulated cash flows, and
somewhat high debt leverage. Notwithstanding the volatility associated with the unregulated operations' financial
performance, credit protection measures have remained fairly stable in the past few years, benefiting from additions to
ratebase and timely recovery of invested capital. For the 12 months ended Sept. 30, 2012, Atmos generated about
$562 million in funds from operations {FFO) and had about $2.73 billion in debt, leading to FFG to total debt of about

WWW.ATANDARBANDPOORS. COM/RATINGEDIRECT FERRUARY 28, 2013 2
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Summary: Atmos Energy Corp.

21.6%. Debt leverage decreased somewhat from the previous year to 53.6% and debt to EBITDA was 3.6x. These
measures remain within the significant category for the financial risk profile, supporting current ratings. Atmos' share
repurchase program is relatively modest, and we do not expect any significant effect on key credit measures.
Liquidity

The short-term rating on Atmos is *A-2' and reflects the company's corporate credit rating and the stable cash flow
generation of its regulated operations. Atmos' liquidity is "adequate® under Standard & Poor's liquidity methodology
criteria.

We base our liquidity assessment on the following factors and assumptions:

* We expect the company's liquidity sources {including FFO and credit facility availability} over the next 12 months to
exceed its uses by more than 1.2x.

» Atmos has a manageable debt maturity schedule with no debt maturities in fiscal years 2013 and 2014 and $500
million due in 2015.

» Even if EBITDA decreases by 15%, we believe net sources of Equidity will exceed liguidity requirements.

¢ The company has good relationships with its banks, in our assessment, and has a good standing in the credit
markets.

In our analysis we assumed liquidity of about $1.2 billion over the next 12 months, consisting mainly of FFO and
availability under the revelving credit facilities. We estimate the company could use as much as $300 million during

the same period for capital spending, debt maturities, and shareholder dividends.

Atmos has a $950 million revolving credit facility expiring in May 2016. Total availability under the credit facilities was
$380 million as of Dec. 31, 2012,

Atmos' ability to absorb high-impact, low-probability events, its flexibility to lower capital spending, its sound bank
relationships, and its solid standing in credit markets, further support our description of liquidity as strong.

The stable rating outlook on Atros incorporates the company’s emphasis on regulated gas distribution and
transmission pipeline operations while still maintaining a somewhat meaningful exposure to unregulated operations,
mainly retail gas supply. The stable outlook is predicated on our base case scenario under which we expect that Atmos
will achieve FFO to total debt of between 19% and 21% during 2013 and 2014, and debt leverage of about 55%, while
effectively managing its Hquidity needs in light of the unregulated operations. We could lower the ratings on Atmos if
FFO to total debt decreases to less than 18% and debt leverage approaches 60% on a consistent basis. A higher rating
would require sustained FFO to total debt of 24% to 25% and debt leverage that approaches 50% or incremental

improvement in business risk.

» Liquidity Descriptors For Global Corporate Issuers, Sept. 28, 2011
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Suntmary: Atmos Energy Corp.

o Key Credit Factors: Business And Financial Risks In The Investor-Owned Utilities Industry, Nov. 26, 2008
* Key Credit Factors For U.S. Natural Gas Distributors, Feb. 28, 2006
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Copyright © 2013 by Standard & Poor's Financial Services LLC. All rights reserved.

Na content (including ratings, credit-related analyses and data, valuations, model, software or other apyplication or output therefrom) or any part
thereof {Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval
systemn, without the prior written permission of Standard & Poor's Financial Services LLC or its aftifiates {collectively, S&P). The Content shall not be
used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or
agents {collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or avaiiability of the Content. S&P Parties are not
responsible for any errors or omissions (negligent or otherwise), regardiess of the cause, for the results ebtained from the use of the Content, or for
the security or maintenance of any data input by the user. The Content is provided on an "as is” basis. S&P PARTIES DISCLATM ANY AND ALL
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR
A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION, In no
event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses {including, without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence} in connection with any use of the Content even if advised of the possibility of such damages.

Credit-refated and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and
not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase,
hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to
update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skili, judgment
and experience of the uger, its management, empioyees, advisors and/or ciients when making investinent and other business decisions. S&P does
not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be
reliable, S&P does not perform an awdit and undertakes no duty of due diligence or independent verification of any information it receives.

To the extent that regulatory authosities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain
regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P
Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any
damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective
activities. As a result, certain business units of S&P may have information that is not available to other &P business units, S&P has established
policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process,

S&P may receive compensation for its ratings and certain anatyses, normally from issuers or underwriters of securities or from obligors. S&P
reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,
www.standardandpoors.comn {free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription) and www.speapitaliq.com
{subseription) and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information
about our ratings fees is available at www.standerdandpoors.com/usratingsfees.
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Case No. 2013-00148
Atmos Energy Corporation, Kentucky Division
AG DR Set No. 1
Question No. 1-185
Page 1 of 1

REQUEST:

Please provide the S&P and Moody's credit and bond ratings for Atmos Energy
Corporation and Applicant for the past five years.

RESPONSE:
Please see Attachment 1.

ATTACHMENT:

ATTACHMENT 1 - Atmos Energy Corporation, OAG_1-185_Att1 - Credit and Bond
Ratings.pdf, 2 Pages.

Respondent: Greg Waller
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Case No. 2013-00148
Atmos Energy Corporation, Kentucky Division
AG DR Set No. 1
Question No. 1-186
Page 1 of 1

REQUEST:

Please provide the breakdown in the expected return on pension plan assets for
Applicant. Specifically, please provide the expected return on different assets classes
(bonds, US stocks, international stocks, etc.) used in determining the expected return
on plan assets. Please provide all associated source documents and work papers.

RESPONSE:
The expected rate of return of our pension asset portfolio, as reported in the Company's
10-K at September 30, 2012, is 7.75%. The expected rate of return is provided by the

actuary as an overall rate of return of the entire pension asset portfolio so the break-out
by each asset class is not readily available.

Respondent: Josh Densman
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Case No. 2013-00148
Atmos Energy Corporation, Kentucky Division
AG DR Set No. 1
Question No. 1-187
Page 1 of 1

REQUEST:

Please provide the authorized and earned return on commeon equity over the past five
years for Applicant. Please show the figures used in calculating the earned return on
common equity for each year, including all adjustments to net income and/or common
equity. Please provide copies of the source documents, work papers, and data in both
hard copy and electronic (Microsoft Excel) formats, with all data and formulas intact.

RESPONSE:

The Company prepares detailed rate base calculations for its utility rate base regulated
operations on a jurisdictional basis as required for regulatory filings. Therefore, the
Company does not have a detailed rate base calculation (and therefore no jurisdictional
ROR or ROE calculation) readily available for periods other than have been provided in
the application and in Case 2009-00354.

Please see Attachment 1 for the authorized ROE as reported in the Company's 10-K for
the past five fiscal years.

ATTACHMENT:

ATTACHMENT 1 - Atmos Energy Corporation, OAG_1-187_Att1 - Authorized ROE.pdf,
10 Page.

Respondent: Greg Waller
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Atmos Energy Colorado-Kansas Division. Qur Colorado-Kansas Division serves approximately 170
communities throughout Colorado and Kansas and parts of Missouri, including the cities of Olathe, Kansas, a
suburh of Kansas City and Greeley, Colorado, a suburb of Denver. We update our rates in this division through
periodic formal rate filings made with each state’s public service commission.

The following table provides a jurisdictional rate summary for our regulated operations, This information
is for regulatory purposes only and may not be representative of our actual financial position.

Effective Autborized Authorized
Date of Last Rate Base Rate of Return on
Division Jurisdiction Rate/GRIP Action  (theusands)'" Return® Equity'”
Atmos Pipeline — Texas .. Texas 5124104 $417,111 8.258% 10.00%
Atmos Pipeline —
Texas — GRIP ... ... Texas 4/15/08 713,351 8.258% 16.00%
Colorado-Kansas. . ...... Colorado 10/1/07 81,208 8.45% 11.25%
Kansas 5/12/08 (2) @) (2)
Kentucky/Mid-States . . .. . Georgia 9/22/08 60,893 7.75% 10.70%
Hlinois 11/1/00 24,564 9.18% 11.56%
Towa 3/1/01 5,000 ) 11.00%
Kentucky 8/1/07 (2) ) (2}
Missouri 3/4/07 (2) 2) )
Tennessee 11/4/Q07 186,506 8.03% 10.48%
Virginia 9/30/08 33,194 8.46% - 8.96%  9.50% - 10.50%
louisiana ............. Trans LA 4/1/08 96,834 2) 10.00% - 10.80%
LGS 11108 221,970 2) 10.40%
Mid-Tex — Settled Cities. . Texas 11/1/08 1,176,453 7.79% 9.60%
Mid-Tex — Dallas &

Environs . ........... Texas 6/24/08 1,127,924 7.98% 10.00%
Mississippi v 2o von i Mississippl 12/28/07 215,117 7.60% 9.89%
West Texas. .. ......... Amarillo 9/1/03 36,844 9.88% 12.00%

Lubbock 3/1/04 43,300 9.15% 11.25%
West Texas 11/18/08 112,043 7.79% 9.60%
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Bad Performance-
Authorized Debt/ Debt Based Rate Customer
Diviston Jurisdiction Equity Ratio Rider™®  WNA Program® Meters
Atmos Pipeline — Texas. .. ... Texas 50/50 No N/A N/A N/A
Colorado-Kansas ........... Colorado 54/46 No No No 111,069
Kansas () Yes Yes No 129,048
Kentucky/Mid-States ........ Georgia 55/45 No Yes Yes 69,043
Illinois 67/33 No No No 23,233
lowa 57143 No No No 4425
Kentucky 2) No Yes Yes 177,393
Missouri ) No No@ No 58,703
Tennessee 56/44 Yes Yes Yes 134,128
Virginia 55/45 Yes Yes No 23,422
Louigiana................. Trans LA 52/48 No Yes No 76,867
LGS 52/48 No Yes No 280,403
Mid-Tex — Settled Cities . . . . . Texas 52/48 Yes Yes No 1,225,382
Mid-Tex — Dallas &

Environs. . .............. Texas 52/48 Yes Yes No 306,346
Mississippl. ..o v vvnnnn .. Mississippi 58/42 No™  Yes No 270,716
West Texas. . .............. Amariflo 50/50 Yes Yes No 70,157

Lubbock 50/50 Yes Yes No 73,323
West Texas 52/48 Yes Yes No 156,121

¢

fans

The rate base, authorized rate of return and aunthorized return on equity presented in this table are those
from the last rate case or GRIP filing for each jurisdiction. These rate bases, rates of return and returns on
equity are not necessarily indicative of current or future rate bases, rates of return or returns on equity.

A rate base, rate of return, return on equity or debt/equity ratio was not included in the respective state
commission’s final decision.
&

=

The Mid-Tex Rate Base amounts for the Settled Cities and Dallas & Environs both represent “system-

wide”, or 100 percent, of the Mid-Tex Division’s rate base. The difference in rate base amounts is due to

two separate test filing periods covered.

“ The bad debt rider allows us to recover from ratepayers the gas cost portion of uncolleciible accounts.

© The performance-based rate program provides incentives to natural gas utility companies to minimize pur-
chased gas costs by allowing the utility company and its customers to share the purchased gas costs
savings.

® The Missouri jurisdiction has a straight-fixed variable rate design which decouples gross profit margin

from customer usage patterns.

™ The Company filed to amend its PGA rider to allow inclusion of bad debt costs on October 1, 2008.
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Atmos Energy Colorado-Kansas Division. Our Colorado-Kansas Division serves approximately 170
communities throughout Colorado and Kansas and parts of Missouri, including the cities of QOlathe, 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,

The following table provides a jurisdictional rate summary for our regulated operations. This information
is for reguiatory purposes only and may not be representative of our actual financial position,

Effective Authorized Autherized
Date of Last Rate Base Rate of Retarn on
Division Jurisdiction Rate/GRIP Action  (thousands)® Return™ Equity'!
Atmos Pipeline — Texas . . Texas 5724104 $417,111 8.258% 10.00%
Atmos Pipeline — ‘
Texas —GRIP . ...... Texas 4/28/09 755,038 8.258% 10.00%
Colorado-Kansas. . . ... .. Colorado 10/1/07 81,208 8.45% 11.25%
Kansas 5/12/08 ) 2) 2)
Kenwcky/Mid-States . . . . . Georgia G/22/08 66,893 7.75% 10.70%
Tlinois 11/1/00 24,564 9,18% 11.56%
Towa 3/1/01 5,000 (2) 11.00%
Kentucky 8/1/07 2) ) ()]
Missouri 3/4/07 ) 2) (2)
Tennessee 471109 190,100 8.24% 10.30%
Virginia 9/30/08 33,194 8.46% - 8.96%  9.50% - 10.50%
Louvisiana ... .......... Trans LA 4/1/09 96,570 (2) 10.00% - 10.80%
LGS 7/1/09 236,600 (2) 10.40%
Mid-Tex — Settled Cities .. Texas 8/1/09 1,262,969 7.78% 9.60%
Mid-Tex ~— Dallas &

Eavirons . ... ........ Texas 6124108 1,127,924 7.98% 10.00%
Mississippi ... ......... Mississippi 1/1/05 196,801 8.23% 9.80%
West Texas . ........... Amarilio 9/1/03 36,844 9.88% 12.00%

Lubbock 3/1704 43,300 9.15% 11.25%
West Texas 8/1/09 124,401 (2} 9.60%
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Bad Performance-
Autherized Debt/ Deht Based Rate Customer
Division Jurisdiction Equity Ratio Rider'™® WNA Program® Meters
Atmos Pipeline — Texas. . ..., Texas 50/50 No N/A N/A N/A
Colorado-Kansas ........... Colorado 54/46 Not” No No 111,382
Kansas 2) Yes Yes No 126,983
Kentucky/Mid-States ........ Georgia 55/45 No Yes Yes 65,080
IHlinois 67/33 No No No 22,623
Towa 57/43 No No No 4,344
Kentucky (2) No”  Yes Yes 175,789
Missouri (2) No No©@ No 57,332
Tennessee 52/48 Yes Yes Yes 132,764
Virginia 55/45 Yes Yes No 23,182
Louisiana................. Trans LA 52/48 No Yes No 78,345
1.GS 52/48 No Yes No 271,648
Mid-Tex — Settled Cities . . . . . Texas 52/48 Yes Yes No 1,227,598
Mid-Tex — Dallas &

Environs. ............... Texas 52/48 Yes Yes No 306,899
Mississippi, .. o0 v v e, Mississippi 47153 No”  Yes No 266,785
West Texas. .. .oovven .. Amarillo 50/50 Yes Yes No 69,836

Lubbock 50/50 Yes Yes No 73,642
West Texas 52/48 Yes Yes No 155,612

M The rate base, anthorized rate of return and authorized return on equity presented in this table are those
from the last rate case or GRIP filing for each jurisdiction. These rate bases, rates of return and returns on
equity are not necessarily indicative of current or future rate bases, rates of return or returns on equity.

A rate base, rate of return, return on equity or debt/equity ratio was not included in the respective state
commission’s final decision.

& The Mid-Tex Rate Base amounts for the Settled Cities and Dallas and Environs both represent “system-
wide”, or 100 percent, of the Mid-Tex Division’s rate base. The difference in rate base amounts is due to
two separate test filing periods covered,

® The bad debt rider allows us to recover from ratepayers the gas cost portion of uncollectible accounts.

&) The performance-based rate program provides incentives to natural gas utility companies to minimize pur-
chased gas costs by allowing the utility company and its customers to share the purchased gas costs
savings.

© The Missouri jurisdiction has a straight-fixed variable rate design which decouples gross profit margin
from customer usage patterns.

O The Company has pending requests in Colorado, Kentucky and Mississippi to move bad debt cost to the
gas cost recovery mechanism, A hearing regarding the Mississippi request was held on September 1, 2009,
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Atmos 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.

The following table provides a jurisdictional rate summary for our regulated operations. This information
is for regulatory purposes only and may not be representative of our actual financial position,

Effective Authorized Authorized
Date of Last Rate Base Rate of Return on
Division Jurisdiction Rate/GRIP Action  (thousands)! Return" Equity"
Atmos Pipeline —Texas ... ... Texas 05/24/2004 $417,111 8.258% 10.00%
Atmos Pipeline —
Texas—GRIP..,......... Texas 04/2042010 795,841 8.258% 10.00%
Colorado-Kansas . ........... Colorado 01/04/2010 86,189 8.37% 10.25%
Kansas 08/01/2010 144,583 2) )
Kentucky/Mid-States ... ... ... Georgia 03/31/2010 88,583 8.61% 10.70%
Ilinois 11/01/72000 24,564 9.18% 11.56%
Towa 03/01/72001 5,000 (2) 11.00%
Kentucky 06/01/2010 184,697 (2) 2)
Missouri 09/01/2010 66,459 2) (2)
Tennessee 0470172009 190,100 8.24% 10.30%
Virginia 11/23/2009 36,861 R.48% 9.50% - 10.50%
Louisiana ................. Trans LA 04/01/2010 96,400 8.22% 10.00% - 10.80%
LGS 07/01/2010 251,591 8.54% 10.40%
Mid-Tex — Settled Cities. . ... . Texas 10/01/2010 (2} 8.19% 9.60%
Mid-Tex — Dallas & Environs .. Texas 01726/2010 1,279,647 8.60% 10.40%
Mid-Tex ~ Dallas &

Environs — GRIP. . ... ..... Texas 09/01/2010 1,283,357  8.60% 10.40%
Mississippi « ..o Mississippi 12/15/2009 227,055 8.27% 10.04%
WestTexas . ............... Amarillo 08/01/2010 55,537 8.19% 9.60%

Lubbock 09/01/2010 57,074 8.19% 9.60%
West Texas 08/15/2010 135,565 8.19% 9.60%
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Authorized Debt/ Bad Deht Performance-Based  Customer
Division Jurisdiction Equify Ratio Rider™ WNA  Rate Program'® Meters
Atmos Pipeline — Texas . ... Texas 50/50 No N/A N/A N/A
Colorado-Kansas . . ........ Colorado 50/50 Yes?”  No No 110,646
Kansas 2) Yes Yes No 128,640
Kentucky/Mid-States . .. .. .. Georgia 52/48 No Yes Yes 64,946
Iflinois 67/33 No No No 22,868
lowa 57/43 No No No 4,300
Kentucky 2) Yes Yes Yes 176,634
Missouri 49/51 No No No 56,843
Tennessee 52/48 Yes Yes Yes 132,261
Virginia 51/49 Yes Yes No 23,163
Fouisiana................ Trans LA 52/48 No Yes No 76,653
LGS 52/48 No Yes No 277,551
Mid-Tex — Settled Cities. ... Texas 52/48 Yes Yes No 1,236,538
Mid-Tex — Dallas &

Environs .............. Texas 51/49 Yes Yes No 309,134
Mississippi ... .00l Mississippi 52/48 No Yes No 266,233
WestTexas . ... vu.. Amarillo 52/48 Yes Yes No 70,578

Lubbock 52/48 Yes Yes No 73,810
West Texas 52/48 Yes Yes No 155,242
6N

The rate base, authorized rate of return and authorized return on equity presented in this table are those
from the last rate case or GRIP filing for each jurisdiction. These rate bases, rates of return and returns on
equity are not necessarily indicative of current or future rate bases, rates of return or returns on equity.

@) A rate base, rate of return, return on equity or debt/equity ratio was not included in the respective state

commission’s final decision,

e Georgia rate base consists of $60.2 million included in the March 2010 rate case and $28.4 million

included in the October 2010 Pipeline Replacement Program (PRP) surcharge. The $28.4 millien of the
Georgia rate base amount was awarded in the latest PRP annual filing with an effective date of October 1,
2010, an authorized rate of return of 8.56 percent and an authorized return on equity of 10.70 percent.

@) The Mid-Tex Rate Base amounts for the Dallas & Environs areas represent “system-wide”, or 100 percent,

of the Mid-Tex Division’s rate base.

) The bad debt rider allows us to recover from ratepayers the gas cost portion of uncollectible accounts.

©® The performance-based rate program provides incentives to natural gas utility companies to minimize pur-

chased gas costs by allowing the utility company and its customers to share the purchased gas costs
savings.
) The recovery of the gas portion of uncollectible accounts gas cost adjustment has been approved for a

two-year pilot program,
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Atmos Energy Colorado-Kansas Division.  Our Colorado-Kansas Division serves approximately 170
communities throughout Colorado and 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.

The following table provides a jurisdictional rate summary for our regulated operations. This information
is for regulatory purposes only and may not be representative of our actual financial position.

Effective Authorized Authorized
Date of Last Rate Base Rate of Return
Division Jurisdiction Rate/GRIP Action  (thousands)™ Return'? on Equity"
Atmos Pipeline — Texas ... ... Texas 05/01/2011 $807,733 9.36% 11.80%
Atmos Pipeline —
Texas—GRIP. . .. ........ Texas 08/01/2011 816,976 9.36% 11.80%
Colorado-Kansas . . . ......... Colorado 01/04/72010 86,189 8.57% 10.25%
Kansas 08/01/2010 144,583 ) )
Kentucky/Mid-States . ........ Georgia 03/31/2010 96,330 8.61% 16.70%
Tllinois 11/01/2000 24,564 9.18% 11.56%
Towa 0370172001 5,000 2) 11.00%
Kentucky 06/01/2010 208,702 () %))
Missouri 09/01/2010 66,459 2) 2
Tennessee 04/01/2009 190,100 8.24% 10.30%
Virginia 11/23/2609 36,861 8.48% 9.50% - 10.50%
Louisiana .. ............... Trans LA 04/01/2011 93,260 8.37% 10.00% - 10.80%
LGS 07/01/2011 273,775 8.56% 10.40%
Mid-Tex — Settled Cities. . . .. . Texas 09/01/2611 1,389,187 8.29% 9,70%
Mid-Tex — Dallas . . .. ....... Texas 06/22/2011  1,268,601°  8.45% 10.10%
Mid-Tex — Environs GRIP . ... Texas 06/27/2011 1,268.601%  8.60% 10.40%
Mississippi ..o v oo Mississippi 04/05/2011 239,197 2) 9.86%
West Texas . ............... Amarillo 08/01/2011 ) {2) 9.60%
Lubbock 09/09/2011 60,892 8.19% 9.60%
West Texas 08/01/2011 146,039 8.19% 9.60%
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Auathorized Debt/ Bad Debt Performance-Based  Customer
Division Jurisdiction Equity Ratio Rider'™  WNA Rate Program'” Meters
Atmos Pipeline — Texas . ... Texas 50/50 No N/A N/A N/A
Colorado-Kansas ... ....... Colorado 50/50 Yes®  No No 110,709
Kansas ) Yes Yes No 128,679
Kentucky/Mid-States .. ... .. Georgia 52/48 No Yes Yes 03,897
[Hinois 67/33 No No No 22,778
Towa 57/43 No No No 4,334
Kentucky (2) Yes Yes Yes 176,246
Missouri 49/51 No No No 56,643
Tennessee 52/48 Yes Yes Yes 133,634
Virginia 51/48 Yes Yes No 23,310
Louisiana. ............... Trans LA 52/48 No Yes No 75,813
LGS 52/48 No Yes No 277,838
Mid-Tex — Settled Cities. ... Texas 50/5G Yes Yes No 1,259,042
Mid-Tex — Dallas &

Environs .............. Texas 51/49 Yes Yes No 314,760
Mississippl .. ... Mississippi 50/50 No Yes No 266,074
West Texas .. ............ Amarillo 52/48 Yes Yes No 70,431

Lubbock 52/48 Yes Yes No 73,748
West Texas 52/48 Yes Yes No 155,255

(1)

(2)

(&)}

1G]

(6

e

{7

@&

The rate base, authorized rate of return and authorized return on equity presented in this table are those
from the most recent rate case or GRIP filing for each jurisdiction, These rate bases, rates of return and
returns on equity are not necessarily indicative of cuwrrent or future rate bases, rates of return or returns on
equity.

A rate base, rate of return, return on equity or debt/equity ratio was not included in the respective state
commission’s final decision,

Georgia rate base consists of $60.2 million included in the March 2010 rate case and $36.1 million
included in the October 2011 Pipeline Replacement Program (PRP) surcharge. A total of $36.1 million of
the Georgia rate base amount was awarded in the latest PRP annual filing with an effective date of Octo-
ber 1, 2011, an authorized rate of return of 8.56 percent and an authorized return on equity of

10.70 percent.

Kentucky rate base consists of $184.7 million included in the June 201G rate case and $24.0 million
included in the Octeber 2011 PRP surcharge. A total of $24.0 million of the Kentucky rate base amount
was awarded in the latest PRP annual filing with an effective date of October 1, 2011, an authorized rate
of return of 8.74 percent and an authorized return on equity of 10.50 percent,

The Mid-Tex Rate Base amounts for the Settled Cities and Dallas & Environs areas represent “system-
wide”, or 100 percent, of the Mid-Tex Division’s rate base.

The bad debt rider allows us to recover from ratepayers the gas cost portion of uncollectible accounts.

The performance-based rate program provides incentives to natural gas utility companies to minimize pur-
chased gas costs by allowing the utility company and its customers to share the purchased gas costs
savings.

The recovery of the gas portion of uncollectible accounts gas cost adjustment has been approved for a
two-year pilot program.
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The following table provides a jurisdictional rate summary for our regulated operations. This information is
for regulatory purposes only and may not be representative of our actual financial position,

Effective Aauthorized Authorized
Date of Last Rate Base Rage of Return
Division Jurisdiciion Rate/GRIP Action (thousands)) Returpt on Equity®)
Atmos Pipeline — Texas .. .. Texas G5/01/2011 $807,733 936% 11.80%
Atmos Pipeline —
Texas — GRIP Texas 04/10/2012 879,752 9.36% 11.80%
Colorado-Kansas Colorado 01/04/2010 86,189 8.57% 10.25%
Kansas 09/01/2012 160,675 2) )
Kentucky/Mid-States Georgia 02/02/2012 96,3386} 8.61%  10.50% - 10.90%
Kentucky 06/01/2010 208,702¢h ) )
Tennessee 04/01/2009 196,100 8.24% 10.30%
Virginia 11/23/2009 36,861 8.48% 9.50% - 10.50%
Louisiana ............ Trans LA 04/01/2012 100,575 8.24%  10.00% - 10.80%
LGS 07/01/2012 284,607 8.27% 10.40%
Mid-Tex Cities ....... Texas 09/01/2011 1,389,187 8.29% 9.70%
Mid-Tex — Dallas Texas 06/01/2012 1,472,583 8.50% 10.10%
Mid-Tex — Environs
GRIP ............. Texas 061262012 1,449,544 8.60% 10.40%
Mississippi . .......... Mississippi 01/11/2012 274,576 8.06% 9,75%
West Texas .......... Amarillof® 08/01/2011 2) {(2) 9.60%
Lubbocki®! 09/09/201 1 60,892 8.19% 9.60%
West Texas®  08/01/2011 146,039 8.19% 9.60%
Authorized Debt/! Bad Debt Performance-Based  Customer
Division Jurisdiction F.quity Ratic Rider™  WNA Rate Programt® Meters
Atmos Pipeline — Texas Texas 50/50 No N/A N/A N/A
Colorado-Kansas Colorado 56G/50 Yes®  No No 111,354
Kansas 2) Yes Yes No 129,468
Kentucky/Mid-States Georgia 50/50 No Yes Yes 63,707
Kentucky ) Yes Yes Yes 170,608
Tennessee 52/48 Yes Yes Yes 134,927
Virginia 51/49 Yes Yes No 23,335
Louisiana .. .......... Trans LA 52/48 No Yes No 75,607
LGS 52/48 No Yes No 277,159
Mid-Tex Cities ....... Texas 50/50 Yes Yes No 1,252,548
Mid-Tex — Dallas Texas 48152 Yes Yes No 250,510
Mid-Tex — Environs Texas 51/49 Yes Yes No 62,627
Mississippt .......... Mississippi 50/50 No Yes No 263,302
West Texas .......... Amarillo/® 52/48 Yes Yes No 70,258
Lubbock® 52/48 Yes Yes No 74,244
West Texas® 52/48 Yes Yes No 156,935

) The rate base, authorized rate of return and authorized return on equity presented in this table are those from
the most recent rate case or GRIP filing for each jurisdiction, These rate bases, rates of return and refurns on
equity are not necessatily indicative of current or future rate bases, rates of return or returns on equity.

@ A rate base, rate of return, return on equity or debt/equity ratic was not included in the respective state
commission’s final decision.
) Georgia rate base consists of $60.2 million included in the March 2010 rate case and $36.1 million included
in the October 2011 Pipeline Replacement Program (PRP) surcharge. A total of $30.1 million of the Georgia

8



CASE NQO, 2013-00148
ATTACHMENT 1
TO QOAG DR NO. 1-187

rate base amount was awarded in the latest PRP annual filing with an effective date of October 1, 2011, an
authorized rate of return of 8.68 percent and an authorized return on equity of 10.70 percent.

g

& Kentucky rate base consists of $184.7 million included in the June 2010 rate case and $24.0 million included
in the October 2011 PRP surcharge. A total of $24.0 million of the Kentucky rate base amount was awarded
in the latest PRP annual filing with an effective date of October 1, 2011, an authorized rate of return of 8.74

percent and an authorized return on equity of 10.50 percent.

) The Mid-Tex Rate Base amounts for the Mid-Tex Cities and Dallas & Environs areas represent “system-
wide”, or 100 percent, of the Mid-Tex Division’s rate base.

®

pea

On October 2, 2012, a rate case settlement was approved by the Texas Railroad Commission that combined
the former Amarillo, Lubbock and West Texas jurisdictions into a single “West Texas” jurisdiction,

3

The bad debt rider allows us to recover from ratepayers the gas cost portion of uncollectible accounts.
®

The performance-based rate program provides incentives to natural gas utility companies to minimize pur-
chased gas costs by allowing the utility company and its customers to share the purchased gas costs savings.
®

The recovery of the gas portion of uncollectible accounts gas cost adjustment has been approved for a
two-year pilot program.

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, 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 and lending arrangements and sales of inventory on hand. Parking arrangements pro-
vide 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 aie 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
mcurred 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 concen-
tration 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 natu-
ral 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 Corporation and operates primarily in the Midwest and Southeast areas of the
United States. Currently, this segment represents less than five percent of our conseclidated net income,

AEH’s primary business is to deliver gas and provide related services by aggregating and purchasing gas sup-
ply, arranging transportation and storage logistics and vltimately delivering gas to customers at competitive prices.
AEH also earns storage and transportation 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 Lonisiana to supplement the natural gas needs of our natural gas distribution divisions during peak pericds. 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
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