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Atmos Energy

Solid Start to Year

1.Z8A 1.46E lAOE 4%

O,32A O,25E O.22E O,26E -3%

O.llA O.06E O.03E O.04E g0/c,

Year 2.33A 2.44E 2.42E 2.59E 6% 6%

PIE 16.1

Source: Barclays Research.
Consensus numbers are from Thomson Reuters

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 ReliefIDesign 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 shoulder 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 full-year '13 estimate

although a small portion of the benefit will be offset by the accelerated timing of the

Georgia 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.

ATO; Quarterly and Annual EPS (USD)

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 results 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 GRIP

revenues while Nonregulated was up due to smaller asset optimization losses, partially

offset by a decrease in gas delivery services attributable to warmer weather.

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 ofthis 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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MiIM

Target
40.00

35.00

Downside

Price Tamet
Next 12 m;nth,

Upside

37.94 Current

Price History
F'rior 12 months

High

~(lI~:r@)Quantlta~i\'~ ...~9.lJ.i~y'Sco res

Value

Price (06-Feb-2013) USD 37.58

~~ ~D~OO

Why Equal Weight? Assets are heavily regulated and
earnings are expected to grow in the mid-single digits
each year. While the regulated Distribution and
Pipeline segments provide visible and steady growth.
there is some volatility tied to the weak backdrop of
the unregulated segments.

.~.psi~e/[)()\'Insidescenarios

Downside case USD 35.00

In the event that the visibility around rate relief
deteriorates, there could be a long lag for recouping
investment and growing rate base.

.::r'.c.,.:::..c.::a:cs.e:... USD 43.00
Higher natural gas prices or an increase in volatility is
likeiy to improve pricing margins or optimization and
storage.

SE CAGR

879 8.5%

617 11.4%

423 11.5%

260 6.3%

2,86 7.1%
91,0 -0.1%

1.44 1.4%

7.1 7.8 5.9

8.7 9.1 7.1

6.3 8.4 5.8
6,3 8.4 5.7

1.4 1.4 1.3

CAGR

N/A N/A N/A

46 27 -24.7%

2,927 3,127 7.4%

N/A N/A NJA
2,882 3.100 8.0%

2,649 2.818 6.1%

0 0 N/A
567 605 1.0%
712 732 2.9%

559 612 11.1%

14.2 13.1

7.7 7.4

3.8 3.8
52.5 52.6

4.00 4.50

100.00 100,00

1.11 1.13

0.75 0,73

N/A N/A

N/A N/A

N/A N/A

N/A N/A

N/A N/A
-8.4 2.8

1.5

1.1

-2.1
-6.1

16.1

51

metricsValuation and

PIE (ad)) (x)
EV/EBITDA (x)

Dividend yield (%)
Total debt/capital (%)

Balance sheet and cash flow

EBITDA (adj) growth (%)

EBIT (ad)) growth (%)

Net income (ad) growth (%)

EPS (adj) growth (%)

DPS growth (%)

Growth rates

Gas p(lces ($/mcf) ($)
Oil prices ($/bbl) ($)

NGL ($/gal) ($)
Frac spread ($/gal) ($)

Production volumes (000 cf)

NGL sales (m bbls)

Processing volumes (mmbtu)

Rate base ($m)
Number of customers

Capital investment growth (%)

EBITDA (adj)

EBIT (adj)
Pre-tax income (adj)

Net income (adj)

EPS (adj) ($)
Diluted shares (mn)

DPS ($)

Tangible fixed assets

Cash and equivalents
Short and long-term debt

Total liabilities

Net debt/(funds)

Shareholders' equity

Change in working capital

Cash flow from operations
Capital expenditure

Free cash flow

Income

Selected metrics

Source: POINT. The scores are valid as of the date Dfth!s
report and are independent of the fundamental analysts'
views. TD view the latest scores, click here.

Source: Company data, Barclays Research
Note: FY End Sep
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Our new price target of $40 is predicated on the shares trading at 15,Ox our '14 EPS

estimate of $2.64. Our prior price target of $36 was predicated on shares trading at 14.0x

our' 14 EPS estimate of $2.55.
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ANALYST(S) CERTI FICATION(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 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 Compliance, 745 Seventh Avenue, 17th Floor, New York, NY 10019 or refer to http://publicresearch,barcap.com or
call 212-S26-10n.

The analysts responsible for preparing this research report have received compensation based upon various factors including the firm's totai
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:lllive.barcap.com/publiccp/RSR/nyfipubs/discla·1 merI di scla imer- research-dissemi nation.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
month investment horizon.

Underweight - The stock is expected to underperform the unweighted expected total return of the industry coverage universe over a 12-month
investment horizon.

Rating Suspended - The rating and target price have been suspended temporariiy due to market events that made coverage impracticable or to
comply with applicable regulations and/or firm policies in certain circumstances including where the Corporate and Investment Banking Division
of Barclays is acting in an advisory capacity in a merger or strategic transaction involving the company.

Industry View

Positive - industry coverage universe fundamentals/valuations are improving.

Neutral - industry coverage universe fundamentals/valuations are steady, neither improving nor deteriorating.

Negative - industry coverage universe fundamentals/valuations are deteriorating.

Below is the list of companies that constitute the "industry coverage universe":

U.s. Diversified Natural Gas

AGL Resources Inc. (GAS)

Energen Corp. (EGN)

MDU Resources Group (MDU)

ONEOK Inc. (OKE)

7 February 2013

Atmos Energy (ATO)

EQT Corporation (EQT)

Na~onal Fucl Gas (NFG)

Piedmont Natural Gas Co. (PNY)

Enbridge Inc. (ENB.TO)

Kinder Morgan inc. (KMI)

New jersey Resources (NjR)

Questar Corp. (STR)
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IMPORTANT DISCLOSURES CONTINUED

Southwest Gas Corp. (SWX)

WGl Holdings (WGl)

Spectra Energy Corp. (SE)

Williams Cos. (WMB)

Targa Resources Corp. (TRGP)

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 F"lrm.

Guide to the Barclays Research Price Target:

Each analyst has a single price target on the stocks that they cover. The price target represents that analyst's expectation of where the stock will
trade in the next 12 months. Upside/downside scenarios, where provided, represent potential upside/potential downside to each analyst's price
target over the same 12-month period.

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 Bardays fundamental
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 PIE. 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:

London

Barclays Bank PlC (Barclays, london)

New York

Barclays Capital Inc. (BCI, New York)

Tokyo

Barclays Securities Japan Limited (BSJL, Tokyo)

Sao Paulo

Banco Barclays SA (BBSA, Sao Paulo)

Hong Kong

Barclays Bank PLC, Hong Kong branch (Barciays Bank, Hong Kong)

Toronto

Barclays Capital Canada Inc. (BCCI, Toronto)

Johannesburg

Absa Capital, a division of Absa Bank Limited (Absa Capital, Johannesburg)

Mexico City

Barclays Bank Mexico, SA (BBMX, Mexico City)

Taiwan

Barclays Capital Securities Taiwan Limited (BCSTW, Taiwan)

Seoul

Barclays Capital Securities Limited (BCSl, Seoul)

Mumbai

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

Singapore

Barciays Bank PLC, Singapore branch (Barciays Bank, Singapore)
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IMPORTANT DISCLOSURES CONTINUED

Atmos Energy (ATO)
USD 37.58 (06-Feb-2013)

Stock Rating

EQUAL WEIGHT

Industry View

NEUTRAL

10-Aug-2012 36.94 36.00
38

05-Aug-2011 31.33 34.00

36
21-Mar-2011 33.90 35.00

26-Jan-2011 33.02 32.00

34 27-Jul-2010 29.81 30.00

08-Feb-2010 26.70 28.00
32 *The rating for this security remained Equal Weight during the relevant

period.

.111-2010 Jm-2011 JJI-2011 ..bn-2012 •.l.li~2012 Jm-2013

Closing Ftfoe .fA. Target Price

Link to Borc/oys Live for interactive charting
. --------_._....•.",.", , ------------ ------_._-_._------ ..,,,,,,,, ..... , .- -----------. - -- ------_.----.--

C: Barclays Bank PLC and/or an affiliate is a market-maker and/or liquidity provider in securities issu~d 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: Atmos Energy is, or during the past 12 months has been, an investment banking client of Barclays Bank PLC and/or an affiliate.

0: Barclays Capital Inc., through Barclays Market Makers, is a Designated Market Maker in Atmos Energy stock, which is listed on the New York
Stock Exchange. At any given time, its associated Designated Market Maker may have "long" or "sharf' 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 $40 is predicated on shares trading at 15.0x OLlr '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 investment, ATO's
operations are seasonal and highly sensitive to weather, deregulation increases the potential for competition in ATC's market, Energy Marketing
and Trading operations are inherently riskier than regulated utility and are facing significant scrutiny from investors and rating agencies; ATO's
growth through acqUisition strategy adds extra layer of risk to the utility.

7 February 2013 7
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DISCLAIMER:

This publication has been prepared by the Corporate and Investment Banking division of Barclays Bank PLC and/or one or more of its affiliates (collectively
and each individually, "Barclays"). It has been issued by' one or more Bardays legal entities within its Corporate and Investment Banking division as provided
below. It is prOVided to our clients for information purposes only, and Barclays makes no express or implied warranties, and expressly disclaims all warranties
of merchantability or fitness for a particular purpose or use with respect to any data included in this publication. Barclays will not treat unauthorized
recipients of this report as its clients. Prices shown are indicative and Barclays is not offering to buy or sell or soliciting offers to buy or sell any financial
instrument

Without limiting any of the foregoing and to the e).:tent 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 consequenflal damages; or (b) any lost profits, lost revenue, loss of
anticipated savings or loss of opportunity or other financial loss, even if notified of the possibility of such damages, arising from any use of this publication or
its contents.

Other than disclosures relating to Barclays, the information contained in this publication has been obtained from sources that Bardays Research believes to
be reliable, but Bardays does not represent or warrant that it is accurate or complete. Barclays is not responsible for, and makes no warranties whatsoever as
to, the content of any third-party web site accessed via a hyperlink in this publication and such information is not incorporated by reference.

The views in this publication are those of the author(s) and are subject to change, and Barclays has no obligation to update its opinions or the information in
this publication. The analyst recommendations in this publication reflect sole[y 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 f[nancial 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 (F[nancial Promotion Order) 2005. It is directed at, and therefore should only be relied upon by, persons who
have professional experience in matters relating to investments. The investments to which it relates are avai[able only to 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 should contact and execute transactions through a Barclays Bank PLC branch or affiliate In their home jurisdiction unless local regulations
permit otherwise.

Barclays Bank PLC, Paris Branch (registered in France under Paris RCS number 381 066281) is regulated by the Autorite des marches financiers and the
Autorite de contr61e prudentiel. Registered office 34/36 Avenue de Friedland 75008 Paris.

This material is distributed in Canada by Barclays Capital Canada [nc.. a registered investment dealer and member of II ROC (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 Arrica. Absa Bank
Limited is regulated by the South African Reserve Bank. This publication is not, nor is it intended to be, advice as defined and/or contemplated in the (South
African) Financial Advisory and Intermediary Services Act, 37 of 2002, or any other financial, investment. trading, tax, legal, accounting, retirement, actuarial
or other professional advice or service whatsoever. Any South African person or entity wishing to effect a transaction in any security discussed herein should
do so only by contacting a representative of Absa Capital in South Africa, 15 Alice Lane, Sandton, Johannesburg, Gauteng 2196. Absa Capital is an affiliate of
Barclays.

In Japan, foreign exchange research reports are prepared and distributed by Barclays Bank PLC Tokyo Branch, Other research reports are distributed to
institutional investors in lapan by Barclays Securlt[es Japan Limited. Barclays Securities Japan Limited is a joint-stock company incorporated in Japan with
registered office of 6-1 0,1 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 Number: Kanto Zaimukyokucho (kinsho) No. 143.

Barclays Bank PLC, Hong Kong Branch is distributing this mater[al 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 Llm[ted. This material on securities not traded in Taiwan is not to be construed as
'recommendation' in Taiw<ln. Barclayls 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 [s distributed in South Korea by Barclays Capital Securities Limited, Seoul Branch.

All equity research material is distributed in India by Bardays Securities (India) Private Limited (SEBI Registration No: INB/INF 231292732 (NSE), INB/INF
011292738 (BSE), Registered Office: 208 ICeejay House I Dr. Annie Besant Road I Shivsagar Estate IWorli I Mumbai - 400 018 I 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 Germany under the supervision of Bundesanstalt fUr Finanzdienst!eistungsaufslcht (BaFin).

This mater[al is distributed in Malaysia by Barclays Capital Markets Malaysia Sdn Bhd.

This material is distributed in Brazil by Banco Barclays SA

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

Barclays Bank PLC in the Duba[ [nternational F[nancial Centre (Registered No. 0060) is regulated by the Dubai Financial Services Authority (DFSA), Principal
place of business in the Dubai 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 Authority.

Barclays Bank PLC in the UAE is regulated by the Central Bank of the UAE and is licensed to conduct business activities as a branch of a commercial bank
incorporated outside the UAE in Dubai (Licence No.: 13/184412008, Registered Office: Building No. 6, Bu~ Dubai Business Hub, Sheikh Zayed Road, Dubai
City) and Abu Dhabi (Licence No,: 13/952/2008, Registered Office: AI Jazira Towers, Hamdan Street, PO Box 2734, Abu Dhabi).

Bardays Bank PLC 'In the Qatar Financial Centre (Registered No. 00018) is authorised by the Qatar Financial Centre Regulatory Authority (QFCRA). Bardays
Bank PLC-QFC Branch may only undertake the regulated activities that fall within the scope of its existing QFCRA licence. Principal place of business in Qatar:
Qatar Financial Centre, Office 1002, 10th Floor, QFC Tower, Diplomatic Area, West Say, 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 Bardays Saudi Arabia ('BSA'). 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 AI Faisaliah Tower, Level 18, Riyadh 11311, Kingdom of Saudi Arabia. Authorised and regulated by the Capital Market
Authority, Commercial Registration Number: 1010283024.

This material is distributed in Russia by 000 Barclays Capital, affiliated company of Barclays Bank PLC, registered and regulated in Russia by the FSFM.
Broker License #177-11850-100000; Dealer License #177-11855-01 0000. Registered address in Russia: 125047 Moscow, 1st Tverskaya-Yarnskaya str. 21.

This material is distributed in Singapore by the Singapore branch of Barclays Bank PLC, a bank licensed in Singapore by the Monetary Authority of Singapore.
For matters in connection with this report, recipients in Singapore may contact the Singapore branch of Barclays Bank PLC, whose registered address is One
Raffies Quay Level 28, South Tower, Singapore 048583.

Barclays Bank PLC, Australia Branch (ARBN 062 449 585, AFSL 246617) is distributing this material In Australia. It is directed at 'wholesale clients' as defined
by Australian Corporations Act 2001.

IRS Circular 230 Prepared Materials Disclaimer: Barclays does not provide tax advice and nothing contained herein should be construed to be tax advice.
Please be advised that any discussion of U.S. tax matters contained herein (including any attachments) (i) is not intended or written to be used, and cannot
be used, by you for the purpose of avoiding U.S. tax-related penalties; and (i1) was written to support the promotion or marketing of the transactions or other
matters addressed herein. Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.

© Copyright Bardays Bank PLC (2013). All rights reserved. No part of this publication may be reproduced in any manner without the prior written
permission of Bardays, Barclays Bank PLC is registered in England NO.1 026167, Registered office 1 Churchili Place, London, E14 5HP, Additional information
regarding this publication will be furnished upon request
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8 August 2013

Atmos Energy

On Track to Meet Guidance Stock Rating EQUAL WEIGHT
Unchanged

NEUTRAL

Unchanged

USD 46.00

raised 15% from USD 40.00

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 large 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

approvals 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.

Industry View

Price Target

Price (07-Aug-2013)

Potential Upside/Downside

Tickers

Market Cap (USD mn)

Shares Outstanding (mn)

Free Float ("/0)

52 Wk Avg Daily Volume (mn)

Dividend Yield (%)

Return on EquityTTM (%)

Current BVPS (USD)

Source: FactSe! Fundamentills

USD 44.24

+4%

ATO

4010

90.64

99.00

0.4

3.2

8.62

28.09

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.

Price Performance

52 Week range

Exchange-NYSE

USD 45.55-32.94

ATO; Quarterly and Annual EPS (U5D)

Q1 O.61A 0.74A 0.74A 0.74A N/A N/A 0.71 E 21% N/A

Q2 U8A 1.33E 1.25A 1.25A N/A N/A 1.29E ·2% N/A

Q3 O.32A 0.31 E OA2A 0.35A N/A N/A 0.33E 31% N/A

Q4 0.11A 0.12E O.lOE 0.14E N/A N/A 0.12E -9% N/A

Year 2.33A 2.48E 2.52E 2.50£ 2.64E 2.68E 2.65E 8% 6%

PIE 19.0 17.5 16.5

Source: Barclays Research.
Consensus numbers are from Thomson Reuters

Barclays Capitai Inc. and/or one ofits 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.

Unk to Bore/a,VS Lfve for iniemdJve charting
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Income statement 2012A 2014E 2015E CAGR Price (07~Aug-2013) USD 44.24

EBITDA (adj) 685 772 824 6.3% Price USD 46.00

EBIT (adO 446 529 569 8.5% Why Equal Weight? Assets are heavily regulated and
Pre-tax income (adO 305 399 417 11.0% earnings are expected to grow in the mid~singledigits

Net income (adj) 217 245 257 5.8% each year. While the regulated Distribution and

EPS (adO ($) 2.33 2.68 2.80 6.4% Pipeline segments provide visible and steady growth,

Diluted shares (mn) 91.2 91.6 91.6 0.1% there is some volatility tied to the weak backdrop of

DPS ($) 1.38 1.42 1.44 1.4%
the unregulated segments.

Growth rates
case USD 48.00

EBITDA (adO growth (%) -2.6 4.8 6.8 4.1
Higher natural gas prices or an increase in is
likely to improve pricing margins or optimization and

EBIT (adO growth (%) -6.1 5.3 7.6 4.9 storage. Our upside PT of $48 is based on an 18.0x
Net income (adj) growth (%) 4.4 0.0 4.7 5.6 multiple applied to 2014e EPS of $2.68.
EPS (adj) growth (%) 1.5 6.2 4.7 5.1
DPS growth (%) 1.1 1.4 1.4 1.3 Downside case U5D43.00

Balance sheet and cash flow
In the event that the visibility around rate relief

CAGR deteriorates, there could be a long lag for recoLiping
Tangible fixed assets N/A N/A N/A N/A investment and growing rate base. Our upside PT of
Cash and equivalents 64 38 53 ·6.3% $43 is based on an 16.0x multiple applied to 2014e
Short and long-term debt 2,527 2,836 3.086 6.9% EPS of $2.68.

Total liabilities N/A N/A N/A N/A
Net debt/(funds) 2,463 2,798 3,033 7.2% ~psidl'/[)o\\lnsi~l's~l'nari()~

Sharehoiders' equity 2,359 2,642 2,806 6.0% Price Histofv Price TarSjet
Change in working capital ~17 0 0 N/A Prior 12 months [-Jext ] 2 months
Cash flow from operations 587 561 589 0.1% High Upside
Capital expenditure 672 712 732 2.9%
Free cash flow 443 517 559 8.1% 48.00

45.55 Target

Valuation and metrics
Current

PIE (adO (x) 15.8
44.24 46.00

19.0 16.5 43.00
EV/EBITDA (x) 9.4 8.8 8.5
Dividend yield (%) 3.1 3.2 3.3
Total debt/capital (%) 51.7 51.8 52.4

32.94
Selected metrics Lov.: Downside

Gas prices ($/mcf) ($) 2.74 4.00 4.50

Oil prices ($/bbl) ($) 96.02 92.00 90.00

NGL ($/gal) ($) 1.16 0.93 0.93 P()INT(B)gLJantitative.~guity')cores

Frac spread ($/gal) ($) 0.92 0.57 0.53 Value

Production volumes (000 cf) N/A N/A N/A
NGL sales (m bbls) N/A N/A N/A
Processing volumes (mmbtu) N/A N/A N/A

Rate base ($m) N/A N/A N/A
Number of customers N/A N/A N/A
Capital investment growth (%) 7.9 -8.4 2.8 Sentiment -M;U

Source: POINT. The scores are valid as of the date of this
report and are independent of the fundamental analysts'
views. To view the iatest 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

$0.06/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 colder 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 mill ion 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 transmission generated $44 million of

operating income, up 13% over the prior year period, due to incremental contribution tied

the GRIP 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 reflected a decline in per-unit margins, partially offset

by higher throughput.

Regulatory Developments

Through 6130, 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 6 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 ofGeorgla Assets

ATO completed the sale of substantially all of its natural gas distribution and related

nonregulated assets in Georgia. The company booked an after-tax gain on the sale of $53

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 multiple.
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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 wHi 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 8arclays 8ank PLC and its affiliates (collectively and each
individually, "8arclays"), 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/publkcp/RSR/nyfJpubs/disc la'imer/ discla'imer-researc h-dissemination.html,

The Corporate and Investment Banking division of 8arclays 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 WeightlNeutral, ClD/J/L/O

Disclosure Legend:

A: Barclays Bank PLC and/or an affiliate has been lead manager or co-lead manager of a publicly d'isclosed 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 rece'lve or intends to seek compensation for investment banking services from this issuer
within the next 3 months.

F: Barclays Bank PLC 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 8arclays Bank PLC.

I: 8arclays Bank PLC and/or an affiliate has a significant financial interest in the securities of this issuer.

I: 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 (non-securities related services) of Barclays Bank PLC
and/or an affiliate.

0: 8arclays 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, hold and sell is not the equivalent of our rating system, Investors
should carefully read the entire research report including the definitions of all ratings and not infer its contents from ratings alone.

Stock Rating

Overweight - The stock is expected to outperform the unweighted expected total return of the Industry coverage universe over a 12-month
Investment horizon,

Equal Weight - The stock is expected to perform in line with the unweighted expected total return of the industry coverage universe over a 12
month investment horizon.

Underweight - The stock is expected to underperform the unweighted expected total return of the industry coverage universe over a 12-month
investment horizon.

Rating Suspended - The rating and target price have been suspended temporarily due to market events that made coverage impracticable or to
comply with applicable regulations and/or firm policies in certain circumstances induding where the Corporate and Investment Banking Division
of Barclays is acting in an advisory capacity in a merger or strategic transaction Involving the company.

Industry View

Positive - industry coverage universe fundamentals/valuations are improving.

Neutral - industry coverage universe fundamentals/valuations are steady, neither improving nor deteriorating.

Negative - industry coverage universe fundamentals/valuations are deteriorating.

Below is the list of companies that constitute the "industry coverage universe":

U.S, Diversified Natural Gas

AGl Resources Inc (GAS)

Enbridge Inc. (ENB.TO)

Kinder Morgan Inc. (KMI)

National Fuel Gas (NFG)

Piedmont Natural Gas Co. (PNY)

Spectra Energy Corp. (SE)

Williams Cos. (WMB)

Atmos Energy (ATO)

Energen Corp. (EGN)

Macquarie Infrastructure Co., L1c. (MIC)

New Jersey Resources (NjR)

Questar Corp. (STR)

Targa Resources Corp. (TRGP)

Cheniere Energy (lNG)

EQT Corporation (EQT)

MDU Resources Group (MDU)

ONEOK inc (OKE)

Southwest Gas Corp. (SWX)

WGL Holdings (WGl)

Distribution of Ratings:

Barclays EqUity Research has 2400 companies under coverage.

44% have been assigned an Overweight rating which, for purposes of mandatory reguiatory disclosures, is classified as a Buy rating; 51 % of
companies with this rating are investment banking clients ofthe 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 Barclays Research Price Target:

Each analyst has a single price target on the stocks that they cover, The price target represents that analyst's expectation of where the stock will
trade in the next 12 months. Upside/downside scenarios, where provided, represent potential upside/potential downside to each analyst's price
target over the same 12-month period.

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 PIE, 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:

London

Barclays Bank PLC (Bare lays, London)

New York

Barclays Capital Inc. (BCI, New York)

Tokyo

Barclays Securities Japan Limited (BSJL, Tokyo)

Sao Paulo

Banco Barclays SA (BBSA, Sao Paulo)

Hong Kong

Barclays Bank PLC, Hong Kong branch (Barclays Bank, Hong Kong)

Toronto

Barclays Capital Canada Inc. (BCCI, Toronto)

Johannesburg

Absa Capital, a division of Absa Bank Limited (Absa Capital, Johannesburg)

Mexico City

Barclays Bank Mexico, SA (BBMX, Mexico City)

Taiwan

Barclays Cap'ltal Securities Taiwan Limited (BCSTW, Taiwan)

Seoul

Barclays Capital Securities Limited (BCSL, Seoul)

Mumbai

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

Singapore

Barclays Bank PLC, Singapore branch (Barclays Bank, Singapore)
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Stock Rating Industry View

EQUAL WEIGHT NEUTRAL

Date Closing Price Rating * Price Target

07-Feb-20n 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-Jan-2011 33.02 32.00

'The rating for this security remained Equal Weight during the relevant
period.
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IMPORTANT DISCLOSURES CONTINUED

Atmos Energy (ATO)
USD 44.24 (07-Aug-2013)

J,"-2011 "'1-2011 -1>0-2012 J,I-2012 .nn-2013 JJI·2013

ClosinG Ftlce. A. Target Ftice

Link to Barcfays 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.

Ji Barclays Bank PLC and/or an affiliate trades regularly in the securities 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.

0: Barclays Capital Inc., through Barclays Market Makers, is a Designated Market Maker in Atmos Energy stock, which is listed on the New York
Stock Exchange. At any given time, its associated Designated Market Maker may have "long" or "short" inventory position in the stock; and its
associated Designated Market Maker may be on the opposite side of orders executed on the floor of the New York Stock Exchange in the stock.

Valuation Methodology: Our price target of $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, ATO's
operations are seasonal and highly sensitive to weather, deregulation increases the potential for competition in ATO's market, Energy Marketing
and Trading operations are inherently riskier than regulated utility and are facing significant scrutiny from investors and rating agencies; ATD's
growth through acquisition strategy adds extra layer of risk to the utility.
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DISCLAIMER:

This publication has been prepared by the Corporate and Investment Banking division of Bardays Bank PLC and/or one or more of its affiliates (collectively
and each individually, "Barclays"). It has been issued by one or more Barclays legal entities within its Corporate and Investment Banking division as provided
below. It is provided to our clients for information purposes only, and Barclays makes no express or implied warranties, and expressly disclaims all warranties
of merchantability or fitness for a particular purpose or use with respect to any data included in this publication. Barclays wiil 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 oj
anticipated savings or loss of opportunity or other financial loss, even if notified of the possibility of such damages, arising from any use of this publication or
its contents,

Other than disclosures reiating to Barclays, the information contained in this publication has been obtained from sources that Barclays Research believes to
be reliable, but Barclays does not represent or warrant that it is accurate or complete, Barclays is not responsible for, and makes no warranties whatsoever as
to, the content of any third-party web site accessed via a hyperlink in this publication and such information is not incorporated by reference.

The views in this publication are those of the author(s) and are subject to change, and Barclays has no obligation to update its opinions or the information in
this publication. The analyst recommendations in this publication reflect solely and exclusively those of the author(s), and such opinions were prepared
independently of any other interests, including those of Barclays and/or its affiliates. This publication does not constitute personal investment advice or take
into account the individual financial circumstances or objedlves 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 Servces and Markets Act 2000 (Financial Promotion) Order 2005. It is directed at, and therefore should only be relied upon by, persons who
have professional experience in matters relating to investments. The investments to which it relates are available only to such persons and will be entered
into only with such persons. Barclays Bank PLC is authorised by the Prudential Regulation Authority 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 10019.

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 066281) is regulated by the Autorite des marches financiers and the
Autorite de contrale prudentiel. Registered office 34/36 Avenue de Friedland 75008 Paris.

This material is distributed 'In Canada by Barclays Capital Canada Inc., a registered investment dealer and member of II ROC (www:nroc.ca).

Subject to the conditions of this publication as set out above, Absa Capital, the Investment Banking Division of Absa Bank Limited, an authorised financial
services provider (Registration No.: 1986/004794/06. Registered Credit Provider Reg No NCRCP7), is distributing this material in South Africa. Absa Bank
Limited is regulated by the South African Reserve Bank. This publication is not, nor is it intended to be, advice as defined and/or contemplated in the (South
African) Financial Advisory and Intermediary Services Act, 37 of 2002, or any other financial, investment, trading, tax, legal, accounting, retirement, actuarial
or other professional advice or service whatsoever. Any South African person or entity wishing to effect a transaction in any security discussed herein should
do so only by contacting a representative of Absa Capital in South Africa, 15 Alice Lane, Sandton, Johannesburg, Gauteng 2196, Absa Capital is an affiliate of
Barclays.

In 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 Japan Limited. Barclays Securities Japan Limited is a joint-stock company incorporated in Japan with
registered office of 6-1 0-1 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 ofJapan. Registered Number: Kanto Zaimukyokucho (kinsho) No. 143.

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

This material is issued in Taiwan by Barclays Capital Securities Taiwan Limited, This material on securities not traded in Taiwan is not to be construed as
'recommendation' in Taiwan. Barclays Capital Securities Taiwan Limited does not accept orders from clients to trade in such securities. This material may
not be distributed to the public media or used by the public media without prior 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 I Ceejay House I Dr. Annie Besant Road IShivsagar Estate IWorli IMumbai - 400 018 I 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 Germany under the supervision of Bundesanstalt fUr Finanzdienstleistungsaufsicht (BaFin).

This materiai is distributed in Malaysia by Barclays Capital Markets Malaysia Sdn Bhd.

This material is distributed in Brazil by Banco Barclays SA

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

Barclays Bank PLC in the Dubai Intemational Financial Centre (Registered No. 0060) is regulated by the Dubal Financial Services Authority (DFSA). Principal
place of business in the Dubai 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
services are only available to Professional Clients, as deflned by the Dubai Financial Services Authority.



CASE NO. 2013-{)0148
ATIACHMENT2

TO OAG DR NO. 1-183

Barclays Bank PLC in the UAE is regulated by the Central Bank of the UAE and is licensed to conduct business activities as a branch of a commercial bank
incorporated outside the UAE in Dubai (Licence No.: 13/1844/2008, Registered Office: Building No.6, Burj Dubai Business Hub, Sheikh Zayed Road, Dubai
City) and Abu Dhabi (Licence No.: 13/952/2008, Registered Office: AI 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 Authority (QFCRA). Barclays
Bank PLC-QFC Branch may only undertake the regulated activities that fall within the scope of its existing QFCRA licence. Principal place of business in Qatar:
Qatar Financial Centre, Office 1002, 10th 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 materiai is distributed in Saudi Arabia by Barclays Saudi Arabia ('BSA'). 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 AI Faisaliah Tower, Level 18, Riyadh 11311, Kingdom of Saudi Arabia. Authorised and regulated by the Capital Market
Authority, Commercial Registration Number: 1010283024.
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iii 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 although
Distribution results were impacted by recent rate design changes. ATO reiterated
its FY13 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 over4Q12/1Q12, respectively, in-line with the BofAML estimate.
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Price
Price Objective
Date Establ ished
Investment Opinion
Volatility Risk
52-Week Range
Mrkl Vall Shares Out (mn)
BofAML Ticker I Exchange
Bloomberg I Reuters
ROE (2013E)
Total Dbt to Cap (Jun e 2012A)
Est. 5-Yr EPS lOPS Growth

Updating' 13 ests for GA sale, Mid-Tex rate design changes
ATO now expects its pending $141 mn sale of sUbstantially all 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 introduce a 2015 EPS
estimate of $2.80. We raise our PO to $40 (from $38) based on a -14x multiple
on our 2015 EPS estimate. We think ATO's valuation discount to peers should
continue to narrow as ATO executes on its plans for rate base growth at an 8
8.5% CAGR through 2016. 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 also 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.

a Estimates (Sep)

(US$) 2011A 2012A 2013E 2014E 2015E
EPS 2.31 236 250 2.65 2.80
GMP EPS 2.27 2.10 2.71 2.65 2.80
EPS Change (YaY) 5.0% 2.2% 5.9% 6.0% 5.7%
Consensus EPS (Bloomberg) 2.42 2.59 2.76
DPS 1.36 1.38 1.40 1.42 1.44

YaJ~~tion (Sell.L________..____.._.._
~~_ ..__u.u.u.._.~u_.u.~

2011A 2012A 2013E 2014E 2015E
PIE 163x 16.0x 15.1x 14.2x 13.5x
GMPP/E 16.6x 18.0x 13.9x 14.2x 135x
Dividend Yield 3.6% 3.7% 3.7% 3.8% 3.8%
EV I EBITDA' 11.9x 12.3x 1o.7x 1o.lx 9.8x
Free Cash Flow Yield' -1.2% -4.3% -9.2% 3.5% 4.0%
I For fuU definitJoJ'ls of iQmethudS.v me<isure.s, see page 6.

~ .'S~.Y".l:;.h."~l1gE!~~ ...e" •. _ •• ""_

(US$)
PriceObj.
2D15E EPS
2013E EBITDA (m)
2014E EBITDA (m)
2015E EBITDA (m)

Previous
38.00

NA
757.8
791.4

NA

US$37.73
US$40.00

Ueb-2013
A-1 e 7
LOW

US$30.3g e 37.94
US$3,415/90.5

ATO/NYS
ATO US I ATO.N

9.1%
50.8%

6.0%/1.5%

Current
40.00
2.80

770.2
809.8
835.1

BofA Merrill Lynch does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm
may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their
investment decision.
Refer to important disclosures on page 7 to 9. Analyst Certification on Page 4. Price Objective BasislRisk on page 4. Link to Definitions on page 4. 11246185
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iii iQmethod'M - BusX_~rformance' Company Description

(US$ Millions) 2011A 2012A 2013E 2014E 2015E Atmos Energy Corporation (ATO) is a natural gas
Return on Capital Employed 44% 44% 4.6% 47% 47% transmission and distribution company
Return on Equity 9,3% 9.1% 9,1% 9,2% 9,3% headquartered in Dallas, Texas. Operations are
Operating Margin 10,2% 13.0% 16.7% 15.7% 15.1% divided between three segments: Natural Gas
Free Cash Flow (40) (146) (316) 119 138 Distribution, Regulated Transmission & Storage,

and Nonregulaled, The Distribution segment

EI iQmethod SM - Quality of_~~~s'
distributes gas to approximately 3mn customers in 9
states located in the South, Southeast and Midwest.

(US$ Millions) 2011A 2012A 2013E 2014E 2015E
Cash Realization Ratio 2.8x 2.7x 2,1x 2.5x 24x Investmenl Thesis
Asset Replacemenl Ralio 2.7x 3.1x 3.2x 1.9x 1.9x

__~·_·_,,"~n'~.n_~~~

-'--',"'~"'._---------

Tax Rate 364% 33.8% 37.5% 37.8% 37.8%
ATOs plan to grow its rate base al a peer-leading

Net Debt-to-Equity Ratio 101.2% 1044% 111.1% 106,7% 101,6% CAGR over the nexl few years augurs for are-

Interest Cover 2.9x 3.2x 3.6x 3.2x 3.3x rerating of ATO among ils gas utility peers, in our
view. We see ATOs current valuation discount to
peers as undeserved considering forecasted rale

Income St!!t~~~nt Data (Sep)
base growth, a strong balance sheet, more
progressive regulatory regime, and management

(US$ Millions) 2011A 2012A 2013E 2014E 2015E posture of remaining conservative with prospective
Sales 4,348 3,438 3,131 3,567 3,877 acquisitions.
%Change -9.2% ..20.9% --8,9% 13.9% 8.7%
Gross Profit 1,327 1,324 1,432 1,486 1,526
%Change -2.8% "0,3% 8.2% 3.8% 2.7%
EBITDA 690 669 770 810 835 Stock Data
%Change -2.2% -3.1% 15,1% 5.1% 3.1%
Net Interest & Other Income (151) (141) (146) (176) (180) Average Daily Volume 456,792

Net Income (Adjusted) 210 215 227 240 253 gl:l~"r:t~erl)!.~_a~~i~9~.~~ti.f11_a_t.t'l~ ____..._____ ..""..."""
%Change 3.2% 2.5% 5.7% 5.8% 5.4%

2012 2013
01 0.61A 0.74A
Q2 i.28A 0.84E

Free Ca~'!.~low Data (Sep) Q3 0.32A NA
(US$ Millions) 2011A 2012A 2013E 2014E 2015E Q4 0.16A NA
Net Income from Cont Operations (GAAP) 206 191 246 240 253
Depreciation &Amortization 227 238 245 248 248
Change in Working Capital (26) (3) (160) 0 0
Deferred Taxation Charge 117 104 139 111 117
Other Adjustments, Net 59 57 4 0 0
Capital Expenditure (623) (733) (790) (480) (480)
Free Cash Flow -40 ·146 -316 119 138
%Change NM -263.8% -116.2% NM 16.5%

Balance Sheet Dat~..t?~p)

(US$ Millions) 2011A 2012A 2013E 2014E 2015E
Cash &Equivalents 131 64 40 30 38
Trade Receivables 273 235 501 501 501
Other Current Assets 606 529 539 539 539
Property, Plant & Equipment 5,148 5,476 5,869 6,101 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 Liabilities 659 705 814 814 814
Long..Term Debt 2,206 1,956 1,956 1,956 1,956
Other Non-Current Liabilities 1,954 1,904 2,032 2,143 2,260
Total Liabilities 5,027 5,136 5,659 5,769 5,887

Total Equity 2,255 2,359 2,495 2,607 2,730
Tolal Equity & Liabilities 7,283 7,496 8,153 8,376 8,616
~ For ful! definiUons of iQmethods.Jf measures, sea pag!'! {L
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Exhibit 1: ATC 1Q13 earnings s.L!.~!J1_~ry_~~__... ~~~~~~_._~~~~~~~~_
Earnings Summary
($ in milliDns, except for per unit daB)

1Q13 1Q12
Expected Actual Ditt. Comments

Lower due 10 recent rale design changes
BeneDtled tom GRIP Dlings
Impacted by warmer wealher

108.4
28.4

7.7
0.0

,.·.•._.',._.•._.T._.T._.'~._._._.T._·T._•.__ T

144.4
(1.9)
35.4··· ..·..····_····107T
41.3
65.8
2.7

68.5

.... J13:0L
55.5

109.1 (8.9)
32.0 1.3
13.8 5.1
0.0 0.0

-'--f5-i:9 ""-"'-c,-'--------T2~4)

0.7 0.3
30.5 (9.9)

125.1 7.8
47.8 1.8
77.3 5.3

3.1 3.1
811.5 ··8:4~-··--,"'-m ..

... (13.g).(13:0)
67.5 (H)

Natural Gas Distribu~on 118.0
Regulated Transmission and Storage 30,7
Nonregulated 8.7
Elimina~ons 0.0
Operatinglnco'me' 157.4
Misc. incorre (expense) 0.4
Interest on LTD 40.4

.'EarnTiigs-Sefor;; 'Taxes .·....·..'1'17.3
Incorre Taxes 46.0

.. _... -- "--- - - - - - - - - ,-,-,.,.,., , . ,.".

Earnings Before Extraordinary Items 72.1
Extraordinary Gain! (Loss) (net of lEx) 0.0

"·GAAPNetEarningsto'Com·mon'Stock m

.• 72.1
Adjustroont 0.0

'" Adji~'sie(fifeTln-come . -_.---- --72.-1--·

Earnings per share (GAAP)
Diluted $0.80 $0.88 $0.08 $0.75

Earnings per share (Recurring)
Diluted $0.80 $0.74 ($0.06) $0.61

Weighted average shares outstanding
Diluted 90.3 91.3 1.0 90.5

Cash dividends declared per share $0.35 $0.35 $0.00 $0.35
SCuroo: Company reports. BofA Merrill Lynch Global Rsssarch analysis

3

CPo



BankofAmerica...
Merrill Lynch

07 February 2013

CASE NO. 2013-00148
ATTACHMENT 2

TO OAG DR NO. 1-183

Almas Energy

Price objective basis & risk
Atmos Energy (ATO)
Our $40 PO is largely based on a targeted 14x 2015E EPS, which would imply
that ATO should trade at a slight discount to peers, The company offers an
attractive dividend yield and low PIE relative to peers and operates out of the TX
region which has felt less of an impact from the current macroeconomic
slowdown and has a relatively progressive regulatory environment. Growth
through 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 to cash flow pressure.

Link to Definitions
Energy
Click here for definitions of commonly used terms.

Analyst Certification
I, Gabe Moreen, hereby certify that the views expressed in this research report
accurately reflect my personal views about the subject securities and issuers. I
also certify that no part of my compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or view expressed in this
research report.

us -Natural Gas Coverage Cluster

Investment

Access Midstream Partners LP
Atlas Pipeline Partners, LP,
Almos Energy
Buckeye Partners
Crosstex Energy, L.P.
OCP Midstream
Delek Logistics
Eagle Rock Energy Partners, LP.
Energy Trans
Energy Transfer
Enterprise LP,
EQT Midstream Partners LP
Exterran
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ACMP
APL
ATO
BPL
XTEX
DPM
DKL
EROC
ETE
ETP
EPD
EQM
EXLP

ACMP US
APL US
ATOUS
BPL US
XTEXUS
DPM US
DKLUS
EROCUS
ETE US
ETP US
EPD US
EQM US
EXLPUS

Gabe Moreen
Derek Walker
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Cathleen King
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
Gabe Moreen
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us . Natural Gas Coverage Cluster

Investment rating Company BofA Merrill Lynch ticker Bloomberg symbol Analyst
Genesis Energy, L.P. GEL GEL US Gabe Moreen
Inergy L,P, NRGY NRGYUS Gabe Moreen
Inergy Midstream, L.P. NRGM NRGMUS Gabe Moreen
Kinder Morgan KMR KMR US Gabe Moreen
Markwesf Energy Partners L.P. MWE MWEUS Gabe Moreen
MPLX LP MPLX MPLXUS Cathleen King
Plains AA PM PAAUS Gabe Moreen
Regency Energy Partners LP RGP RGPUS Gabe Moreen
Spectra Energy SE SEUS Gabe Moreen
Summit Midstream Partners, LP SMLP SMLP US Gabe Moreen
Sunoco Logistics SXL SXL US Gabe Moreen
Susser Petroleum Partners LP SUSP SUSP US Gabe Moreen
Terga Resources NGLS NGLS US Gabe Moreen
TC Pipelines LP TCP TCPUS Gabe Moreen
Teekay Offshore TOO TOO US Gabe Moreen
Tesoro Logisti cs LP TLLP TLLP US Cathleen King
TransMontaigne Partners L,P. TLP TLP US Gabe Moreen
Western Gas Partners, LP WES WESUS Gabe Moreen

AGL Resources Inc. GAS GAS US Gabe Moreen
American Midstream LP AMID AMID US Gabe Moreen
CorEnergy Infrastructure Trust, Inc CORR CORR US Gabe Moreen
Crosstex Energy, Inc. XTXI XTXIUS Gabe Moreen
Enbridge Energy EEP EEPUS 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 Morgan, Inc, KMI KMIUS Gabe Moreen
Magellan Mid MMP MMPUS Gabe Moreen
Oillanking Partners LP OILT OILT US Cathleen King
PM Natural Gas Storage PNG PNGUS Gabe Moreen
PVR Partners, L.P. PVR PVRUS Gabe Moreen
Suburban Propane Partners L.P, SPH SPH US Gabe Moreen
Targa Re sources Corp, TRGP TRGP US Gabe Moreen
Vectren WC WC Gabe

AmeriGas Partners L,P. APU APU US Gabe Moreen
Boardwalk Pipeline BWP BWPUS Gabe Moreen
Crestwood Midstream Partners LP CMLP CMLP US Gabe Moreen
EI Paso Pipeline EPB EPB US Gabe Moreen
Ferrellgas Partners L.P, FGP FGP US Gabe Moreen
Holly Energy Par HEP HEPUS 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 NWNUS Gabe Moreen
Nustar Energy LP NS NSUS Gabe Moreen
Nustar GP NSH NSH US Gabe Moreen
ONEOK Partners OKS OKS US Gabe Moreen
Piedmont Natu ra IGas PNY PNYUS Gabe Moreen
Southwest Gas SWX SWXUS Gabe Moreen
Spectra Energy SEP SEPUS Gabe Moreen
WGL Holdings, Inc, WGL WGLUS Gabe Moreen
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iQmethodSM Measures Definitions

Return On Equity
Operating Margin
Earnings Growth
Free Cash Flow

Business Performance Numerator
Return On Capital Employed NOPAT =(EBIT +Interest Income) * (1 - Tax Rafe) +Goodwill

Amortization
Net Income
Operating Profit
Expected 5-Year CAGR From Latest Actual
Cash Flow From Operations - Total Capex

Denominator
Total Assets -Current Liabilities + ST Debt +Accumulated Goodwill
Amortization
Shareholders' Equity
Sales
N/A
N/A

Quality of Earnings
Cash Realization Ratio
Asset Replacement Ratio
Tax Rate
Net Debt-To-Equity Ratio
Interest Cover

Cash Flow From Openations
Capex
Tax Charge
Nel Debt = Total Debt, Less Cash & Equivalents
EBIT

Net Income
Depreciation
Pre-Tax Income
Total Equity
Interest Expense

Diluted Eamings Per Share (Basis As Specified)
Shareholders' Equity / Current Basic Shares
Currenf Share Prioe
Market Cap. =Current Share Prioe ' Current Basic Shares
Sales

Valuation Toolkit
Price I Earnings Ratio
Price f Book Value
Dividend Yield
Free Cash Flow Yield
Enterprise Vafue I Sales

Current Share Price
Current Share Price
Annualised Declared Cash Dividend
Cash Flow From Operations - Total Capex
EV =Current Share Price * Current Shares + Minority Equity +Nef Debf
+Other LT Liabilities

EV / EBITDA Enterprise Value Basic EBIT + Depreciation +Amortization
iQme!hods.1~s the set of BorA MerMn lynch standard meaSUrES that serve 10 maintain global oooslstsncy under 1hree broad headings: Business Psrformsllce, Qual~ty 'Of Earnings, and valjdaUons. The kay features of iQmelhod are: Aconsistently

structur6d, delaHed, and lransparenl melhodology. Guklelil1es to mID;lm[ze ihe eff-ecliveness of the oomparatIve valualion process, and t.o tdenlify some lXlmmoo pitfalls.

iQdarabme~' is our real-~me global research database that is Sol.uced direcUy from our equrty analysIs' earnings models and includes foreC<::Es!E:ld as well as hfs!olical data for income statememts, balance sheets, and cash flow statemsnts f.or

companies covered by BofA Merrill lynch.
iQproflJe lll, iQmethodi>-AI are service malit;saf Merrill Lynch & CG., Iflc.iQdQtabase~jls a regfstered service mark of Merrill Lync,"- & Co., Inc.
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Important Disclosures

ATO Price Chart

~~er~~o
13·AW

PO:US$34
17-MayB

PO:US$37

a ,···.····· ..-· ..·.. ···· ..-..··'.. -····'··'1·'·J'·a·n··'·1"11"·' ..··, "1.;·.I·aml··1'"2· ., , .. , '1',,)')':a'n-1'3~';

ATO _

B Buy, N: Neulral, U: Unde!pe~orm, PO: Pnce objective, NA: No longer valid, NR: No Raung
The Investment Opjnloll Syslem is contaifled at the end {)f the report under Ihe l1aadillg ~Fundamefltal Equity Opinion Key"'. Dark grey sl'1ading indicates the. security fs reslricted with lhe oplnfcn suspended, Medium grey shading lndicales the

secumy is under reviewwHh the opinion withdlOwn. Light grey shading indicates Ills S8CUmy iEi not covered. Chart is ctJrrtmt as of January 31 J 2013 or such lalerdate as indicated,

Percent
6140%
73.91%
64.10%

Count
35
17
25

lnv. Banking Relationships'
Buy
Neutral
Sell

_In_v_es_t_m_en_t_R_a_ti-,ng..........D_is_tr_ib_u_!io_n_:_U_ti_1i!_ie_s_G_r._ou---,p_(>-a_s_o_f0_1_J_a_n_2_01_3.....) ~ ~_

Coverage Universe Count Percent
Buy 66 48.53%
Neutral 26 19.12%
Sell 44 32.35%

Investment Ratin9~~!~_~l;lti<>.!1~.~!()_b.<l!_c;L()~ej~~_()!"Q1_J_a_n_2_0_13 -L) ~

Coverage Universe Count Percent lnv. Banking Relationships' Count Percent
Buy 1961 49.47% Buy 1299 71.85%
Neutral 1013 25.55% Neutral 640 70.18%
Sell 990 24.97% Sell 543 59.15%
• Companies thai were investment banking clients of BofA Merrill Lynch or one of ils affiliates within the past 12 months. For purposes of this distribution, aslack raled 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 return potential and (il) attractiveness for investment relative to other stocks within its Coverage Cfuster(defined below). There
are three investment ratings: 1• Buy stocks are expected to have a total return of at least 10% and are the most attractive stocks in the coverage cluster;
2 - Neutral stocks are expected to remain flat or increase in value and are less attractive than Buy rated stocks and 3 - Underperform stocks are the least
attractive stocks in a coverage cluster. Analysts assign investment ratings considering, among other things, the 0-12 month total return expectation for a
stock and the firm's guidelines for ratings dispersions (shown in the table below). The current price objective for a stock should be referenced to better
understand the total return expectation at any given time. The price objective reflects the analyst's view of the potential price appreciation (depreciation).

Inve~!!!!~.f1!.@t!!1_g Total return expectati().l1j~~tb~I1,1.?:!!1_<>.I1_tb_p,~~iod ~~_~,~~..?!J!1!!~<l~~<lt!!1,9.L,~<l!~I1~~,<l!~£~E~!()_I1.glJJ~eliD_~~!.9!,~y!:I3l9.~,~!l!,~!.lJ!.~,_'"
Buy ~ 10% :0: 70%

Neutral ~ 0% :0: 30%
Underperform NfA ~ 20%

• Ra~ngs dispersions may vary from lime to ~me where BofA Merrill Lynch Research believes it better reMects the investment prospects of stocks in aCoverage Cluster.

INCOME RATINGS, indicators of potential cash dividends, are: 7· samelhigher (dividend considered to be secure), B· samellower (dividend not considered
to be secure) and 9· pays no cash dividend. Coverage Cluster is comprised of stocks covered by a single analyst or two or more analysts sharing a common
industry, sector, region or other 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.ml.com, or call i-BOO-MERRILL to have them mailed.
MLPF&S or one of its affiliates acts as a market maker for the equity securities recommended in the report: Atmos Energy.
MLPF&S or an affiliate was a manager of a public offering of securities of this company within the last i2 months: Almos Energy.
The company is or was, within the lasl12 months, an investment banking client of MLPF&S and/or one or more of its affiliates: Almos Energy,
MLPF&S or an affiliate has received compensation from the company for non-investment banking services or products within the past 12 monlhs: Almos Energy.
The company is or was, within the last 12 months, a non-securities business client of MLPF&S and/or one or more of its affiliates: Atmos Energy.
MLPF&S or an affiliate 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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MLPF&S together with its affiliates beneficially owns one percent or more of the common stock of this company. If this report was issued on or after the 8th day
of the month, it reflects the ownership position on the last day of the previous month. Reports issued before the 8th day of a month reflect the ownership position at
the end of the second month preceding the date of the report: Atmos Energy.

MLPF&S or one of its affiliates is willing to sell to, or buy from, clients the common equity of the compal1Y on a principal basis: Atmos Energy.
The company is or was, within the last 12 mOl1ths, a securities business c1iel1t (non-investment banking) of MLPF&S and/or one or more of its affiliates: Atmos

Energy.
BofA Merrill Lynch Research personnel (including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall

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

Other Important Disclosures

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have 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 travel 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 Global 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 affiliates in the US (short name: legal name): Merrill Lynch

(France): Merrill Lynch Capital Markets (France) SAS; Merrill Lynch (Frankfurt): Merrill Lyl1ch International Bank Ltd., Frankfurt Branch; Merrill Lynch (South Africa):
Merrill Lynch South Africa (pty) Ltd.: Merrill Lynch (Milan): Merrill Lynch International Bank Limited; MLI (UK): Merrill Lynch International; Merrill Lynch (Australia):
Merrill Lynch Equities (Australia) Limited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte
Ltd.; Merrill Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de Balsa; Merrill Lynch (Argentina): Merrill
Lynch Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co.• Ltd.; Merrill Lynch (Seoul): Merrill Lynch International Incorporated (Seoul Branch);
Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrill Lynch (Indonesia): PT Merrill Lynch
Indonesia; Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): 000 Merrill Lynch Securities, Moscow; Merrill Lynch (Turkey LB.): Merrill Lynch
Yatirim Bank AS.; Merrill Lynch (Turkey Broker): Merrill Lynch Menkul Degerler A$.; Merrill Lynch (Dubai): Merrill Lynch International, Dubai Branch; MLPF&S
(Zurich rep. office): MLPF&S Incorporated Zurich representative office; Merrill Lynch (Spain): Merrill Lynch Capital Markets Espana, SAS.V.; Merrill Lynch (Brazil):
Bank of America Merrill Lynch Banco Multiplo SA; 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 Authority) by Merrill Lynch International and Banc of America Securities Limited (BASL), which are authorized and
regulated by the Financial Services Authority and has been approved for publication and is distributed in the United Kingdom to retail clients (as defined in the rules
of the Financial Services Authority) by Merrill Lynch International Bank Limited, London Branch, which is authorized by the Central Bank of Ireland and is subject to
limited regulation by the Financial Services Authority - details about the extent of its regulation by the Final1cial Services Authority are available from it on request;
has been considered and distributed in Japan by Merrill Lynch Japan Securities Co., Ltd., a registered securities dealer under the Financial Instruments and
Exchange Act in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is regulated by the Hong Kong SFC and the Hong Kong Monetary
Authority; is issued and distributed in Taiwan by Merrill Lynch Securities (Taiwan) Ltd.; is issued and distributed in India by DSP Merrill Lynch Limited; and is issued
and distributed in Singapore by Merriil Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd. (Company Registration No.'s F
06872E and 198602883D respectively) and Bank of America Singapore Limited (Merchant Bank). Merrill Lynch International Bank Limited (Merchant Bank) and
Merrill Lynch (Singapore) Pte Ltd. are regulated by the Monetary Authority of Singapore. Bank of America N.A., Australian Branch (ARBN 064 874 531), AFS
License 412901 (BANA Australia) and Merrill Lynch Equities (Australia) Limited (ABN 65 006 276 795), AFS License 235132 (MLEA) distributes this report in
Australia only to Wholesale' clients as defined by s.761 Gof 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 is made by Bank of America Merrill Lynch
Banco Multiplo SA in accordance with applicable regulations. Merrill Lynch (Dubai) is authorized and regulated by the Dubai Financial Services Authority (DFSA).
Research reports prepared and issued by Merrill Lynch (Dubai) are prepared and issued in accordance with the requirements of the DFSA conduct of business rules.

Merrill Lynch (Frankfurt) distributes this report in Germany. Merrill Lynch (Frankfurt) is regulated by BaFin.
This research report has been prepared and issued by MLPF&S andlor one or more of its non-US affiliates. MLPF&S is the distributor of this research report in

the US and accepts full responsibility for research reports of its non-US affiliates distributed to MLPF&S clients in the US. Any US person receiving this research
report and wishing to effect any transaction in any security discussed in the report should do so through MLPF&S and not such foreign affiliates.

General Investment Related Disclosures:
This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, to

buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g., options, futures, warrants, and contracts for
differences). This report is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation
and the particular needs of any specific person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and
implementing investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized.
Any decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the
prospectus or other offering document issued in connection with such offering, and not on this report.

Securities and other financial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit
Insurance Corporation and are not deposits or other obligations of any insured depository institution (including, Bank of America, N.A.). Investmel1ts in general and,
derivatives, in particular, involve numerous risks, including, among others. market risk, counterparty default risk and liquidity risk. No security, financial instrument or
derivative is suitable for all investors. In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the
value or risks related to the security or financial instrument may be difficult to obtain. Investors should note that Income from such securities and other financial
instruments, if any, may fluctuate and that price or value of such securities and instnuments may rise or fall and, in some cases, investors may lose their entire
principal investment Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change.
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This report may contain a short-term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the company or the
market that is anticipated to have a short-term price impact on the equity securities of the company. Short-term trading ideas arid recommendations are different
from and do not affect a stock's fundamental equity ratirlg, which reflects both a 10rlger term total return expectation and attractiveness for investment relative to other
stocks withirl its Coverage Cluster. Short-term trading ideas and recommendations may be more or less positive tharl a stock's fundamental equity rating,

BofA Merrill Lynch is aware that the implementation of the ideas expressed in this report may depend upon an irlvestor's ability to "short" securities or other
financial instruments and that such action may be limited by regulations prohibiting or restricting "shortsellirlg" in many jurisdictions. Investors are urged to seek
advice regardirlg the applicability of such regulations prior to executing any short idea contained in this report.

Foreigrl currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in
such securities and instruments, including ADRs, effectively assume currency risk,

UK Readers: The protections provided by the U.K, regUlatory regime, including the Financiai Services Scheme, do not apply irl general to business coordirlated
by BofA Merrill Lynch entities located outside of the United Kingdom, BofA Merrill Lyrlch Global Research policies relating to conflicts of interest are described at
hltp://www.ml.com/media/43347.pdf.

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

MLPF&S or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommerlded in this report. MLPF&S or
one of its affiliates may, at any time, hold a tradirlg position (long or short) in the securities and financial instrumerlts discussed in this report.

BofA Merrill Lynch, through business units other than BofA Merrill Lynch Global Research, may have issued and may in the future issue trading ideas or
recommendations that are inconsistent with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect
the different time frames, assumptions, views and analytical methods of the persons who prepared them, and BofA Merrill Lynch is under no obligation to ensure that
such other trading ideas or recommendations are brought to the attention of any recipient of this report,

In the event that the recipient received this report pursuarlt to a contract between the recipient and MLPF&S for the provision of research services for a separate
fee, and in conrlectiorl therewith MLPF&S may be deemed to be acting as an irlvestment adviser, such status relates, if at all, solely to the person with whom
MLPF&S has contracted directly and does not extend beyond the delivery of this report (unless otherwise agreed specifically in writing by MLPF&S), MLPF&S is and
continues to act solely as a broker-dealer in connection with the execution of any transactions, including transactions in any securities mentioned in this report.

Copyright and General Information regarding Research Reports:
Copyright 2013 Merrill Lynch, Pierce, Fenner &Smith Incorporated, All rights reserved. iOmethod, iOmethod 2.0, iQprofile, iQtoolkit, iQworks are service marks

of Merrill Lynch & Co., Inc. iQanalytics®, iQcustom®, iQdatabase® are registered service marks of Merrill Lynch & Co., Inc. This research report is prepared for the
use of BofA Merrill Lynch clierlts and may not be redistributed, retransmitted or disciosed, in whole or in part, or in any form or manner, without the express written
consent of BofA Merrill Lynch. BofA Merrill Lynch Global Research reports are distributed simultaneously to internal and client websites and other portals by BofA
Merrill Lynch and are not publicly-available materials. Any unauthorized use or disclosure is prohibited. Receipt arid 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
recommendatiorls, 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 barlking personnel. BofA
Merrill Lynch has established information barriers between BofA Merrill Lynch Global Research and certain business groups. As a result, BofA Merrill Lynch does not
disclose certain client relationships with, or compensation received from, such companies in research reports. To the extent this report discusses any legal
proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal
advisers as to issues of law relating to the subject matter of this report. BofA Merrill Lynch Global Research personnel's knowledge of legal proceedings in which any
BofA Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving companies
mentioned in this report is based on public information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by,
discussed with, and may not reflect information known to, professionals in other business areas of BofA Merrill Lynch in connection with the legal proceedings or
matters relevant to such proceedings.

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as
agent of any issuer of any securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or
warranty on behalf of the issuer(s). BofA Merrill Lynch Global Research policy prohibits research personnel from disclosing a recommendation, investment rating, or
investment thesis for review by an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax
advice. Investors are urged to seek tax advice based on their particular circumstances from an independent tax professional.

The information herein (other than disclosure irlformation relating to BofA Merrill Lynch and its affiliates) was obtained from various sources and we do not
guarantee its accuracy, This report may contain links to third-party websites. BofA Merrill Lynch is not responsible for the content of any third-party website or any
linked content contained in a third-party website. Content cOrltained on such third-party websites is not part of this report and is not incorporated by reference into
this report. The inclusion of a link in this report does not imply any endorsement by or any affiliation with BofA Merrill Lynch. Access to any third-party website is at
your own risk, and you should always review the terms and privacy policies at third-party websites before submittirlg any personal information to them. BofA Merrill
Lynch is not responsible for such terms and privacy policies and expressly disclaims any liability for them.

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

Certain outstanding reports may contain discussions and/or investment opinions relating to securities, financial instruments and/or issuers that are no longer
current. Always refer to the most recent research report relating to a company or issuer prior to making an investment decision.

In some cases, a company or issuer may be classified as Restricted or may be Under Review or Extended Review, In each case, investors should consider any
investment opinion relating to such company or issuer (or its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses
and investment opinion(s) pertaining to such issuer (or its securities and/or financial instruments) nor should the analyses or opinion(s) be considered a solicitation of
any kind. Sales persons and financial advisors affiliated with MLPF&S or any of its affiliates may not solicit purchases of securities or financial instruments that are
Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies.

Neither BofA Merrill Lynch nor any officer or employee of BofA Merrill Lynch accepts any liability whatsoever for any direct, indirect or consequential damages or
losses arising from any use of this report or its contents.
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~ Revisiting estimates to incorporate recent developments
We are revisiting estimates to incorporate fiscal 2013 results, updated 2013
guidance, and other developments. On 2 May 2013, ATO reported fiscal 2013
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 while Distribution results were impacted by recent rate design changes. ATO's
3013 declared dividend of $0.35/share ($1.40 annualized) represents a 0.0/1.4%
increase over 2013/3012, respectively, in-line with the BofAML estimate.

2013 gUidance bump; we increase 2014/15 EPS estimates
In conjunction with reporting 2013 results, ATO raised adjusted EPS guidance to a
range of $2.45-2.55 per share (from $2.40-2.50). We note guidance assumes; 1)
the higher end of the previously announced $90-110mn of approved increases in
operating income from rate execution, 2) $56-63mn margin contribution from non
regulated businesses, 3) $4-6/Mcf average gas cost, and 4) excludes a $0.07 per
share benefit from the sale of distribution assets in GA. Despite higher guidance,
our 2013E EPS of $2.50 remains unchanged. However, we increase our 2014/15E
EPS to $2.70/2.90 (from $2.65/2.80), respectively, driven by improved margin
outlook from rate execution in ATO's regulated businesses.

Rate base growth remains attractive; Increase PO to $45
We raise our PO to $45 (from $40) based on a 15.5x multiple on our 2015 EPS
estimate. ATO continues to trade at a slight discount to peers, but this valuation gap
should continue to narrow as ATO executes on its plans for rate base grovvth at an
8-8.5% CAGR through 2016. We maintain a constructive view on ATO given its
relatively progressive regulatory regime, which should reduce the lag in rate
recovery from planned capital spending and recent asset sales should help simplify
its structure. However, our enthusiasm for ATO is tempered by current gas utility
sector valuations above historical averages, where we have difficulty seeing
significant multiple expansion for the sector. We note a key risk is a continuation of
recent underperformance by the utility sector from interest rate fears.

~ _~.~!!lllate~J~_e)
'."---~~'_ ....__.-_.,-_._-------_._-----

(US$) 2011A 2012A 2013E 2014E 2015E
EPS 2.31 2.36 2.50 2.70 2.90
GAAPEPS 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 1.36 1.38 1.40 1.42 1.44

Valuation (Sep)

2011A 2012A 2013E 2014E 2015E
PIE 18.4x 18.0x 17.0x 15.7x 14.6x
GAAP PIE 18.7x 20.2x 15.7x 15.7x 14.6x
oividend Yield 3.2% 3.3% 3.3% 3.3% 3.4%
EV I EBITDA* 12.5x 12.9x 11.5x 10.6x 10.1x
Free Cash Flow Yield* -1.0% -3.8% ·5.0% 3.3% 4.0%
~ For full de~t1~icns of iQmethod""j meas.ures, see page 56.

CI:

BofA Merrill lynch does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm
may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their
investment decision.
Refer to important disclosures on page 6 to 8. Analyst Certification on Page 3. Price Objective Basis/Risk on page 3. Link to Definitions on page 3. 11281402
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(US$ Millions) 2011A 2012A 2013E 2014E 2015E
Retum on Capital Employed 4.4% 4.4% 4,5% 4.6% 4.8%
Return on Equity 9.3% 9.1% 90% 9.3% 9.5%
Operating Margin 10.2% 13.0% 15,4% 15.8% 15,1%
Free Cash Flow (40) (146) (193) 128 154

II !Q!1!,,:!hod's, - 9-~~!i!~.()f5~rnjng_s*___~~.~_~....____.••• ,____.._._. __

(US$ Millions) 2011A 2012A 2013E 2014E 2015E
Cash Realization Ratio 2.8x 2.7x 2.6x 2.5x 2.4x
Asset Replacement Ratio Ux 3.1x 3.2x 1.9x 1.9x
Tax Rate 36.4% 33.8% 37.2% 38,2% 38.1%
Net Debt-to-Equity Ratio 101.2% 104.4% 107.7% 103,0% 97.2%
Interest Cover 2,9x 3.2x 3.7x 3.4x 3.4x

Incom"~S.t'!!~Il1.ll~t Data (Sep)
._----~--"'~-

(US$ Millions) 2011A 2012A 2013E 2014E 2015E
Sales 4,348 3,438 3,293 3,538 3,975

%Change -9,2% ·20,9% 4.2% 7.4% 124%
Gross Profit 1,327 1,324 1,460 1,506 1,554

%Change -2,8% -0.3% 10.3% 3,2% 3.2%
EBITDA 690 669 753 812 853

%Change -2.2% ·3.1% 12.5% 79% 4.9%
Net Interest &Other Income (151) (141) (138) (164) (175)

Net Income (Adjusted) 210 215 226 245 263
%Change 3.2% 2.5% 6.1% 7.4% 7.4%

Free Cash Flow Data (Sep)

(US$ Millions) 2011A 2012A 2013E 2014E 2015E
Net Income from Cant Operations (GMP) 206 191 247 245 263
Depreciation &Amortization 227 238 243 252 252
Change in Working Capital (26) (3) (52) 0 0
Deferred Taxation Charge 117 104 140 111 119
Other Adjustments, Net 59 57 8 0 0
Capital Expenditure (623) (733) (779) (480) (480)

Free Cash Flow -40 -146 -193 126 154
%Change NM -263.8% -32.5% NM 20.6%

!!~Iance Sheet Data (Sep)

(US$ Millions) 2011A 20i2A 2013E 2014E 2015E
Cash &Equivalents 131 64 13 22 46
Trade Receivables 273 235 486 486 486
Other Current Assets 606 529 451 451 451
Property, Plant & Equipment 5,148 5,476 5,833 6,061 6,289
Other Non-Current Assets 1,124 1,192 1,241 1,241 1,241

Total Assets 7,283 7,496 8,024 6,261 8,513

Short-Term Debt 209 571 283 293 293
Other Current Liabilities 659 705 694 694 694
Long-Term Debl 2,206 1,956 2,456 2,456 2,456
Other Non-Current Liabilities 1,954 1,904 2,061 2,172 2,291

Total Liabilities 5,027 5,136 5,493 5,615 5,734

Total Equity 2,255 2,359 2,530 2,647 2,779
Total Equity & Liabilities 7,263 7,496 8,024 8,261 8,513

~ For full definitions 'Of ;Qmethod.£11 measures, see page 56.
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Atmos Energy Corporation (ATO) is a natural gas
transmission and distribution company
headquartered in Dallas, Texas, Operations are
divided between three segments: Natural Gas
Distribution, Regulated Transmission & Storage, and
Nonregulated. The Distribution segment distributes
gas to approximately 3mn customers in 9 states
iocated in the South, Southeast and Midwest.

Investment The...:csc:is _

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

stock Data
'~'_·· •·__n_n_n ···_··'_~n. _

Average Daily Volume 465,364

9~..'!r:t.e!!y Earning~!=..s_t!~ __" _

2012 2013
Q1 O,61A O.74A
Q2 1,28A 1.27A
Q3 032A 0.42E
Q4 0,16A NA
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Atmas Energy

Price objective basis a: risk
Atmos Energy (ATO)
Our $45 PO is largely based on a targeted 15.5x 2015E EPS, which would imply
that ATO should trade at a slight discount to peers. The company offers an
attractive dividend yield and low PIE relative to peers and operates out of the TX
region which has felt less of an impact from the current macroeconomic
slowdown and has a relatively progressive regulatory environment. Growth
through 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 to cash flow pressure_

Link to Definitions
Energy
Click here for definitions of commonly used terms.

Analyst Certification
I, Gabe Moreen, hereby certify that the views expressed in this research report
accurately reflect my personal views about the subject securities and issuers. I
also certify that no part of my compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or view expressed in this
research report.
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OCP Midstream
Oeiek Logistics
Eagle Rock Energy Partners, L.P.
Energy Trans
Energy Transfer
Enterprise LP,
EQT Midstream Partners LP
Exterran
Genesis Energy, LP.
Inergy L.P.
Inergy Midstream, L.P,
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Sunaco Logistics
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MPLX
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us -Natural Gas CO~!~_9.e_gluster

BofA Merrill Lynch
Investment rating Company ticker Bloomberg symbol Analyst

Targa Resources NGLS NGLS US Gabe Moreen
TC Pipelines LP TCP TCP US Gabe Moreen
Teekay Offshore TOO TOO US Gabe Moreen
Westem Gas LP WES

AGL Resources Inc. GAS GAS US Gabe
American Midstream LP AMID AMID US Gabe Moreen
CorEnergy Infrastructure Trust, Inc CORR CORR US Gabe Moreen
Crosstex Energy, In c. XTXI XTXI US Gabe Moreen
Enbridge Energy EEP EEPUS Gabe Moreen
Enbridge Energy EEQ EEQUS Gabe Moreen
Global Partners LP GLP GLPUS Gabe Moreen
Kinder Morgan LP KMP KMPUS Gabe Moreen
Kinder Morgan, Inc. KMI KMI US Gabe Moreen
Magellan Mid MMP MMP US Gabe Moreen
Oillanking Partners LP OILT OILTUS Gabe Moreen
PVR Partners, LP. PVR PVRUS Gabe Moreen
Regency Energy Partners LP RGP RGP US Gabe Moreen
Targa Resources Corp. TRGP TRGP US Gabe Moreen
Tesoro Logistics LP TLLP TLLP US Gabe Moreen
TransMontaigne Partners LP. TLP TLP US Gabe Moreen
Vectren Corp WC WCUS Gabe Moreen

AmeriGas Partr ers L P. APU APU US Moreen
Boardwalk Pipeline BWP BWPUS Gabe Moreen
EI Paso Pipel ine Partners, LP. EPB EPBUS Gabe Moreen
FelTellgas Partrers LP. FGP FGPUS Gabe Moreen
Holly Energy Par HEP HEPUS Gabe Moreen
Kayne Anderson Energy Development Co. KED KEDUS Gabe Moreen
New Jersey Resources Corporation NJR NJRUS Gabe Moreen
Northwest Natural Gas Co. NWN NWNUS Gabe Moreen
Nustar Energy LP NS NSUS Gabe Moreen
Nustar GP NSH NSH US Gabe Moreen
ONEOK Partrers OKS OKS US Gabe Moreen
PM Natu ra IGas Storage PNG PNG US Gabe Moreen
Piedmont Natural Gas PNY PNYUS Gabe Moreen
Southwest Gas SWX SWX US Gabe Moreen
Spectra Energy SEP SEP US Gabe Moreen
WGL Holdings, Inc. WGL WGLUS Gabe Moreen
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Measures Definitions

Return On Equity
Operating Margin
Earnings Growth
Free Cash Flow

Business Performance Numerator
Return On Capital Employed NOPAT = (EBIT + In!erest Income) • (1 - Tax Rate) +Goodwill

Amortization
Net Income
Operating Profit
Expected 5-YearCAGR From Latest Actual
Cash Flow From Operations - Tolal Capex

Denominator
Total Assets - Current Liabilities +ST Deb! +Accumulated Goodwill
Amortization
Shareholders' Equity
Sales
N/A
NIA

Quality of Earnings
Cash Realization Ratio
Asset Replaoement Ratio
Tax Rate
Net Debt-To-Equity Ratio
Interest Cover

Cash Flow From Operations
Capex
Tax Charge
Net Deb! =Tolal Debt, Less Cash &Equivalents
EBIT

Net Income
Depreciation
Pre-Tax Income
TotaI Equity
Interest Expense

Diluted Earnings Per Share (Basis As Specmed)
Shareholders' Equity I Current Basic Shares
Current Share Price
Market Cap. " Current Share Price * Current Basic Shares
Sales

Current 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
+ Olher LT Liabilities

EV I EBITDA Enterprise Value Basic EBIT +Depreciation +Amortization
iQmethodnrlS the sel ot BofA MernB Lynch standard meaSUf€S thai seNe to maintain glGbal conslsle-ncy under three broad headings: Busines5 Performance, Quality of Earnings, and validaUOhs. The key features of iQmethod are: Aconsistently

structvred, detailed, and lransparent methodology. GukJelines to rnaximlze the effectiveness of the comparalive va!JJaUon process, and 10 ldentify some common pJtfalls.

iQdatabas{~ 1)1;> is our re.al--time global r-esearcn database that is sourced direcUy from our equ~ly analysIs' €amings roodels and includes forecasted as well as hislortcal da ta for inoome slate-men!!>, balance sheels r and cash now statemenls for

companies covered by BofA Merrill Lynch.

iQpl"(lfile'w, iQme(hod,<;M are service marks of Merri~ Lynch &Co., Iflc.iQdaiabmeil.'is a reogi",tered sBrvice rnaflo'; of Merrill Lynch & Co., Inc.

Valuation Toolkit
Price I Earnings Ratio
Price I Book Value
Dividend Yield
Free Cash Flow Yield
Enterprise Value I Sales
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Important Disclosures

1.Jan-131.Jan-121.Jan-11
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13--Adjr 17-M~B 7-Feb

PO:U $34 PO:U 37 PO:US$40

p6~i rsU?38 !
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~
'0
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........-~

20

IV

0

ATO--

B : Buy, N: Neutral, U: Underperform, PO ' Price objective, NA: No longer valid, NR: No Rating
The jnWls:lmsnt Opinioll System js conlained at Ihe end of the report under the heading 'Fu ndamenlal Equity Opinlon Kef, Dark grey shading indicales the security is resiricloo with Ihe opinion suspended. Medium '9rey shading indicates the

security is tlflder review with the opinjoll wiltldrawn. Ughl grey sh.ading jndiCBIe.s the se.clJrily !s not covered. Chart is i:.:urr8nl as of Apri! 30, 2013 'Of such ia!er date as indfcated.

Investment Rating Distribution: Utilities GroulU.:.:.as,-o.:.:.f.:.:.3.:.:.1.:.:.M.:.:.a.:.:.r-=2.:.:.01.:.:.3.,L} _
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 80,65%

Investment Ratinglli~rib!:'!~'!:.§L~~"~I.c;..r"~~pj(l.s of 31 Mar 2013L .._.. .. _._._.__,,____ ._._.._ ..",",.
Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 1677 49,32% Buy 1226 73,11%
Neutral 826 24,29% Neutral 600 72.64%
Sell 897 26.38% Sell 570 63,55%
•Companies Ihal were investment banking clients of BofA Merrill Lynch or one of ils affiliates wilhin the past 12 months, For purposes of this distribution, aslock rated Underperform is
included as aSell.

FUNDAMENTAL EQUITY OPINION KEY: Opinions include aVolatility 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 return potential and (ii) attractiveness for investment relative to other stocks within its Coverage Cluster {defined below).
There are three investment ratings: 1 • Buy stocks are expected to have a total return of at least 10% and are the most attractive stocks in the coverage
cluster; 2 • Neutral stocks are expected to remain flat or increase in value and are less attractive than Buy rated stocks and 3 . Underperform stocks
are the least atlractive 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 betler understand the total return expectation at any given time. The price objective reflects the analyst's view of the potential price
appreciation (depreciation).

Inve~~e.t!t.~~t~~£L !_o!~I_~~!~!.rl._e.J(£!!.,t:tation (within 12-mon~~_p_e.!i_?.c!_~!_q~~e._?!J_rJ!.t~~~!~t.!.r19L __~.ati r1g~.E~~!~,j on g~idelines for c_~e.@9.e. £I~_ste.!.·_ ...•_
Buy ~ 10% S 70%

Neulral ~ 0% S 30%
Underperform NIA ~ 20%

• Ralings dispersions may vary from lime to time where BofA Merrill Lynch Research believes it better reflects the investment prospects of slocks in aCoverage 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. Coverage Cluster is comprised of stocks covered by a single analyst or two or more analysts sharing
a common industry, sector, region or other c1assification(s). A stock's coverage cluster is included in the most recent BofA Merrill Lynch Comment referencing the
stock,

Price charts for the securities referenced in this research report are available at http://pricecharts.ml.com, or call1-800-MERRILL to have them mailed.
MLPF&S or one of its affiliates acts as a market maker for the equity securities recommended in the report: Atmos Energy.
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, within the last 12 months, an investment banking client of MLPF&S and/or one or more of its affiliates: Atmos Energy,
MLPF&S or an affiliate has received compensation from the company for non-investment banking services or products within the past 12 months: Atmos Energy.
The company is or was, within the last 12 months, a non·securities business client of MLPF&S and/or one or more of its affiliates: Atmos Energy.
MLPF&S or an affiliate 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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MLPF&S or one of its affiliates is willing to sell to, or buy from, clients the common equity of the company on a principal basis: Atmos Energy.
The company is or was, within the last 12 months, asecurities business client (non-investment banking) of MLPF&S and/or one or more of its affiliates: Atmos

Energy.
BofA Merrill Lynch Research personnel (including the analyst(s) responsible for this report} receive compensation based upon, among other factors, the overall

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

Other Important Disclosures
---

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

BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at http://www.ml.comfmedia/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 Global 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 affiliates in the US (short name: legal name): Merrill Lynch

(France): Merrill Lynch Capital Markets (France) SAS; Merrill Lynch (Frankfurt): Merrill Lynch International Bank Ltd" Frankfurt Branch; Merrill Lynch (South Africa):
Merrill Lynch South Africa (Pty) Ltd.; Merrill Lynch (Milan): Merrill Lynch International Bank Limited; MLI (UK): Merrill Lynch International; Merrill Lynch (Australia):
Merrill Lynch Equities (Australia) Limited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte
Ltd.; Merrill Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de Bolsa; Merrill Lynch (Argentina): Merrill
Lynch Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co., Ltd.; Merrill Lynch (Seoul): Merrill Lynch International Incorporated (Seoul Branch);
Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd.; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrill Lynch (Indonesia): PT Merrill Lynch
Indonesia; Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): 000 Merrill Lynch Securities, Moscow; Merrill Lynch (Turkey I.B.): Merrill Lynch
Yatirim Bank A.S.; Merrill Lynch (Turkey Broker): Merrill Lynch Menkul Degerler A.$.; Merrill Lynch (Dubai): Merrill Lynch International, Dubai Branch; MLPF&S
(Zurich rep office): MLPF&S Incorporated Zurich representative office; Merrill Lynch (Spain): Merrill Lynch Capital Markets Espana, S.A.SY; Merrill Lynch (Brazil):
Bank of America Merrill Lynch Banco Multiplo SA; 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 eiigible counterparties (as each is
defined in the nules of the Financial Services Authority) by Merrill Lynch International and Bane of America Securities Limited (BASL), which are authorized and
regulated by the Financial Services Authority and has been approved for publication and is distributed in the United Kingdom to retail clients (as defined in the rules
of the Financial Services Authority) by Merrill Lynch International Bank Limited, London Branch, which is authorized by the Central Bank of Ireland and is subject to
limited regulation by the Financial Services Authority - details about the extent of its regulation by the Financial Services Authority are available from it on request;
has been considered and distributed in Japan by Merrill Lynch Japan Securities Co., Ltd., a registered securities dealer under the Financial Instruments and
Exchange Act in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is regulated by the Hong Kong SFC and the Hong Kong Monetary
Authority; is issued and distributed in Taiwan by Merrill Lynch Securities (Taiwan) Ltd.; is issued and distributed in India by DSP Merrill Lynch Limited; and is issued
and distributed in Singapore by Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd, (Company Registration No.'s F
06872E and 1986028830 respectively) and Bank of America Singapore Limited (Merchant Bank), Merrill Lynch International Bank Limited (Merchant Bank) and
Merrill Lynch (Singapore) Pte Ltd. are regulated by the Monetary Authority of Singapore. Bank of America N.A., Australian Branch (ARBN 064 874 531), AFS
License 412901 (BANA Australia) and Merrill Lynch Equities (Australia) Limited (ABN 65006276795), AFS License 235132 (MLEA) distributes this report in
Australia oniy to 'Wholesale' clients as defined by s.761 Gof 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 is made by Bank of America Merrill Lynch
Banco Multiplo SA in accordance with applicable regulations, Merrill Lynch (Dubai) is authorized and regulated by the Dubai Financial Services Authority (DFSA),
Research reports prepared and issued by Merrill Lynch (Dubai) are prepared and issued in accordance with the requirements of the DFSA conduct of business rules.

Merrill Lynch (Frankfurt) distributes this report in Germany. Merrill Lynch (Frankfurt) is regulated by BaFin.
This research report has been prepared and issued by MLPF&S and/or One or more of its non-US affiliates. MLPF&S IS the distributor of this research report in

the US and accepts full responsibility for research reports of its non-US affiliates distributed to MLPF&S clients in the US. Any US person receiving this research
report and wishing to effect any transaction in any security discussed in the report should do so through MLPF&S and not such foreign affiliates.

General Investment Related Disclosures:
Taiwan Readers: Neither the information nor any opinion expressed herein constitutes an offer or asolicitation 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 manner whatsoever in Taiwan by the press or any other person without the
express written consent of BofA Merrill 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 related to such securities or instruments (e.g., options, futures, warrants, and contracts for
differences). This report is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation
and the particular needs of any specific person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and
implementing investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized,
Any decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the
prospectus or other offering document issued in connection with such offering, and not on this report.

Securities and other financial instruments discussed in this report, or recommended, offered or sold by Merrill Lynch, are not insured by the Federal Deposit
Insurance Corporation and are not deposits or other obligations of any insured depository institution (including, Bank of America, NA). Investments in general and,
derivatives, in particular, involve numerous risks, including, among others, market risk, counterparty default risk and liquidity risk, No security, fmancial instrument or
derivative is suitable for all investors. In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the
value or risks related to the security or financial instrument rnay be difficult to obtain. Investors should note that income from such securities and other financial
instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may lose their entire
principal investment. Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change.

This report may contain a short-term trading idea or recommendation, which highlights aspecific 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 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 Merrill Lynch is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to "short" securities or other
financial instrumel1ts and that such action may be limited by regulations prohibiting or restricting "shortseliing" irl many jurisdictions. investors are urged to seek
advice regarding the applicability of such regulations prior to executing any short idea COl1tained in this report.

Foreign currency rates of exchange may adversely affect the value, price or income of al1Y security or financial instrument mentioned il1 this report. Investors in
such securities and instrumel1ts, including ADRs, effectively assume currency risk,

UK Readers: The protections provided by the U.K. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated
by BofA Merrill Lynch entities located outside of the United Kingdom. BofA Merrill Lynch Global Research policies relating to conflicts of interest are described at
http://www.ml.com/media/43347.pdf.

Officers of MLPF&S or one or more of its affiliates (other thal1 research analysts) may have a financial il1terest in securities of the issuer(s) or in related
investments,

MLPF&S or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. MLPF&S or
one of its affiiiates 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
recommel1dations that are Inconsistent with, and reach different conclusions from, the information presented in this report. Such ideas or recommendations reflect
the different time frames, assumptions, views and analytical methods of the persons who prepared them, and BofA Merrill Lynch is under no obligation to ensure that
such other trading ideas or recommendations are brought to the attention of any recipient of this report.

In the event that the recipient received this report pursuant to a contract between the recipient and MLPF&S for the provision of research services for a separate
fee, and in connection therewith MLPF&S may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom
MLPF&S has contracted directly and does not extend beyond the delivery of this report (unless otherwise agreed specifically in writing by MLPF&S), MLPF&S is and
continues to act solely as abroker-dealer in connection with the execution of any transactiol1s, including transactions in any securities mentioned in this report.

Copyright and General Information regarding Research Reports:
Copyright 2013 Merrill Lynch, Pierce, Fenner &Smith Incorporated. All rights reserved, iQmethod, iQmethod 2,0, iQprofile, iQtoolkit, iQworks are service marks

of Merrill Lynch & Co" Inc. iQanalytics®, iQcustom®, iQdatabase® are registered service marks of Merrill Lynch &Co., Inc, This research report is prepared for the
use of BofA Merrill Lynch clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written
conserlt of BofA Merrill Lynch. BofA Merrill Lynch Global Research reports are distributed simultaneously to internal and client websites and other portals by BofA
Merrill Lynch and are not publicly-available materials. Any unauthorized use or disclosure is prohibited. Receipt and review of this research report constitutes your
agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or informatiol1 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 pubiic information. Facts and views presented in this material have not been
reviewed by, and may not reflect information known to, professionals in other busil1ess areas of BofA Merrill Lynch, including investment banking personnel. BofA
Merrill Lynch has established information barriers between BofA Merrill Lynch Global Research and certain business groups. As a result, BofA Merrill Lynch does not
disclose certain client relationships with, or compensation received from, such companies in research reports. To the extent this report discusses any legal
proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal
advisers as to issues of law relating to the subject matter of this report. BofA Merrill Lynch Global Research personnel's knowledge of legal proceedings in which any
BofA Merrill Lynch entity and/or its directors, officers and employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving companies
mentioned in this report is based on public infonmation. Facts and views presented in this material that relate to any such proceedings have not been reviewed by,
discussed with, and may not reflect information known to, professionals in other business areas of BofA Merrill Lynch in connection with the legal proceedings or
matters relevant to such proceedings.

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as
agent of any issuer of any securities. None of MLPF&S, any of its affiliates or their research analysts has any authority whatsoever to make any representation or
warranty on behalf of the issuer(s). BofA Merrill Lynch Global Research policy prohibits research personnel from disclosing a recommendation, investment rating, or
investment thesis for review by an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax
advice. Investors are urged to seek tax advice based on their particular circumstances from an independent tax professional.

The information herein (other than disclosure information relating to BofA Merrill Lynch and its affiliates) was obtained from various sources and we do not
guarantee its accuracy. This report may contain links to third-party websites. BofA Merrill Lynch is not responsible for the content of any third-party webs'lte or any
iinked content contained in a third-party website. Content cOrltained on such third-party websites is not part of this report and is not incorporated by reference into
this report. The inclusion of a link in this report does not imply any endorsement by or any affiliation with BofA Merrill Lynch. Access to any third-party website is at
your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information to them. BofA Merrill
Lynch is not responsible for such terms and privacy policies and expressly disclaims any liability for them.

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

Certain outstanding reports may contain discussions and/or investment opinions relating to securities, financial instruments and/or issuers that are no longer
current. Always refer to the most recent research report relating to a company or issuer prior to making an investment decision.

In some cases, a company or issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any
investment opinion relating to such company or issuer (or its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses
and investment opinion(s) pertaining to such issuer (or its securities and/or financial instruments) nor should the analyses or opinion(s) be considered a solicitation of
any kind, Sales persons and financial advisors affiliated with MLPF&S or any of its affiliates may not solicit purchases of securities or financial instruments that are
Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies.

Neither BofA Merrill Lynch nor any officer or employee of BofA Merrill Lynch accepts any iiability whatsoever for any direct, indirect or consequential damages or
losses arising from any use of this report or its contel1ts.
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8 February 2013 I 9 pages Gas Utilities (GICS) I Integrated Natural Gas & Gas Utilities (Citi)

North America I United states

Atmos Energy Corp (ATO)
Guidance at High End; Rate Cases &Capex Driving Growth

• EPS - ATO reported adjusted fiscal1Q 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 regulated 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-$2.50). The FY 2013 dividend was raised to $1.40 per share.

• Company Update

Neutral

Price (07 Feb 13)
Target price

Expected share price return

Expected dividend yield

Expected total return

Market Cap

2
US$37.73
US$39.00

3.4%
3.6%

7.0%
US$3,405M

• 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-o-Y, ATO

reduced O&M costs by -10%. In Oecf12, the RRC authorized a rate increase of $43

mm ($30mm in margin and $13mm reduction in O&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. last year, but offset later in the year when demand is typically lower.

ATO has filed 4 rate cases totaling $8 mm, and has a backlog of 10-15 additional

rate cases totaling $60-$70 mm, the majority of which will be recovered through

GRIP or rate recovery mechanisms. Capex spending at the LOC 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 period 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.

Price Performance

(RIC: ATO.N, BS: ATO US)

EPS 01 Q2 Q3 04 FY FC Cons
Faisel Khan, CFA

2011A D,76A 1.65A O.OBA -D.21A 2,28A 2.34A +1-212-816-2825

2012E O.72A 1.33A O.32A ·O.40A 1.95E 2.11E faisel,khan@citLcom

Previous O,nA 1.33A D.32A -O.40A 1.95E na Amit Marwaha

2013E O.79E 1.40E O.23E O.05E 2.46E 2.45E amiLmarwaha@citi.com

Previous O.79E 1AOE O.23E O,OSE 2.46E na

2014E O.88E 1.39E O.2.7E O.08E 2.61E 2.60E

Previous 088E 1.39E O,27E D.08E 2.61E na

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

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 objectivity of this report. Investors should consider this report as only
asingle factor in making their investment decision.
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Citi Research

ATO.N: Fiscal year end 30-Sep Price: US$37.73; TP: US$39.00; Market Cap: US$3,405m; Recomm: Neutral
Profit & Loss (US$m} 2010 2011 2012E 2013E 2014E Valuation ratios 2010 2011 2012E 2013E 2014E

Sales revenue 4,789 4,358 3,438 4,382 4,446 PE (x) 16.6 16.6 19.3 15.3 14.4
Cosl of sales -3,414 -3,015 -2,115 -2,926 -2,942 PB (x) 1.6 1.5 1.4 1.4 1.3

Gross profit 1,375 1,342 1,324 1,457 1,504 EV/EBITDA (x) 7.8 83 8.5 79 7.7
Gross Margin (%) 28.7 30.8 38.5 33.2 33.8 FCF yield (%) 6.6 3.7 -0.7 -1.4 -4.6

EBITDA (Adj) 709 680 679 756 798 Dividend yield (%) 3.6 3.6 3.7 3.7 3.8

EBITDA Margin (Adj) (%) 14.8 15.6 19.7 17.3 17.9 Payout ratio (%) 59 60 71 57 55
Depreciation -217 -228 -240 -244 -243 ROE (%) 9.6 8.9 9.1 9.3 9.5

Amortisation 0 0 0 0 o Cashflow (US$m) 2010 2011 2012E 2013E 2014E
EBIT(Adj) 492 452 439 512 555 EBITDA 709 680 679 756 798

EBIT Margin (AdD (%) 10.3 10.4 12.8 11.7 12.5 Working capital 83 -26 -3 194 -16

Net interest -154 -151 -141 -149 -168 Other -63 -86 -103 -287 -315

Associates 0 0 0 0 o Operating cashflow 729 568 573 663 467

Non-op/Exeept 2 21 -15 0 o Capex -500 -442 -597 -711 -625

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

Tax -131 -117 -106 -138 -147 Other 0 -4 124 0 0
Extraord.IMin.lnt./Pref.div. 0 -9 31 0 o Investing cashflow ·500 -446 -473 -711 -625

Reported net profit 209 197 209 225 240 Dividends paid -124 -124 -126 -129 -133
Net Margin (%) 4.4 4.5 6.1 5.1 5.4 Financing cashflow -163 44 ·45 -111 -121

Core NPAT 209 206 177 225 240 Net change in cash 66 166 56 -158 -279

Per share data 2010 2011 2012E 2013E 2014E Free cashflow to s/holders 229 126 -23 -47 ·158
Reported EPS ($) 2.26 218 2.30 2.46 2.61
Core EPS ($) 2.27 2.28 1.95 2.46 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 ($) 2.48 1.39 -0.26 -0.52 -1.72

BVPS ($) 23.73 24.98 26.17 27.30 28.49

Wtd avg ord shares (m) 91.8 90.3 90.1 904 90.8
Wtd avg diluted shares (m) 92.1 904 90.8 914 91.8

Growth rates 2010 2011 2012E 2013E 2014E
Sales revenue (%) -3.6 -9.0 -21.1 27.5 1.5
EBIT (Ad)) (%) 3.3 -82 -2.9 16.7 8.4

Core NPAT (%) 5.5 -1.4 -13.8 27.0 6.6

Core EPS (%) 4.8 0.4 -14.1 26.0 61

Balance Sheet (US$m} 2010 2011 2012E 2013E 2014E
Cash & cash equiv. 132 131 64 0 0

Accounts rece ivables 273 272 235 423 428

Inventory 319 290 256 463 468
Net fixed & other tangibles 5,148 5,532 5,927 6,393 6,775

Goodwill & intangibles 740 740 741 741 741

Financial &other assets 151 317 273 489 494

TotaI 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 & other Ilab 2,023 2,321 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 interests 0 0 0 0 0

Total equity 2,178 2,255 2,359 2,468 2,587

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

Ne! debt to equity (%) 99.3 101.2 104.4 106.3 112.2

For lurther dala queries on Cin's full coverage universe please conlBct CIII Research Dala Servi""s at CiURsch.DataServices.Globat@ciU.Cllm
For definilions ollha ilems in this lable, please click here.
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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 Atmas Energy Marketing.

We estimate ATO will grow utility rate base by over 4% annually over the next five
years. 94% af utility margins are weather normalized. Furthermore, 86% of rates are
adjusted annually (without the need for rate cases) or are decoupling from demand.
Only Colorado (-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 expectATO will continue to grow earnings by investing in its regulated asset
base, which we estimate will grow by 4% annually over the next five years. 86% of
rates are adjusted annually without the need to enter costly and risky rate cases.

Valuation

We average multiple valuation methodologies to derive our $39 target. Our NAV
yields a value of $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 '14E 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. Our PIE and EV/EBITDA multiples are based on our
proprietary analyses, which utilizes current ERPs, current betas and projected risk
free yields. For our PIE analysis, we use multiples of 15.5X, 15.5x and 10x for the
company's utility, pipeline/storage and marketing assets. For our EVIEBITDA
analysis, we use multiples of 8x, 8x and 6.5x for the company's utility,
pipeline/storage and marketing assets. Our PIE and EV/EBITDA analyses (2013E
earnings) yield values 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 unfavorably.(3) Capital Markets - ATO is a
relatively small utility in terms of market cap and trading volumes, impacting ATO's
ability to access capital markets while this type of liquidity may make it difficult for
institutional investors to trade in and out of the stock. (4) ATO operates a gas
marketing business. Our research shows that ATO hedges their physical delivery of
gas using its access to storage and pipeline transportation capacity. If the financial
hedges and local markets become dislocated, ATO could incur a liability.
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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 front of the product except for those sections where an analyst's name appears in bold alongside content which is attributable to that analyst.
Each of these analyst(s) certify, 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 will be, directly or indirectly,
related to the specific recommendation(s) or view(s) expressed by that research analyst in this report.

IMPORTANT DISCLOSURES
Energy Corp (ATO)
and Target Price History

FUlndalmental Research

Dale Raling T.arget Price Closing Price
m27-Apr-10 2L '31.00 2H6

III 16-Jul-10 '2M '30.00 28.02
@] 31-Jan-11 2M '32.00 32.60

Energy Corp (ATO)
and Target Price History

Ideas Research
Call (3 Month)

35

32

30

28

26

24

Date
I1J 2-May-l1

lID 8-0,1·11
rm 8-0,1-11

36

32

30

26

25

2011

Rating Targel Price Closing Price
'2L '35.00 34.61

Slock ruling system changed

'2 35.00 31.94

Date
fl] 25-Jul-12

2013

Raling Target Price Closing Price
2 '39.00 35.53

above refieel Easlem SUlndard Time

24

2011 2012 2013

.. Indicates change Ra~ng1target price changes aboYe reflect East.em standard Time

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 follOWing as clients, and the services provided were non-investment
banking, securities-related: Atmos Energy Corp,

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

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 historical disclosures, are contained on the Firm's
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disclosure website at https://www.citivelocity.com/cvr/eppublic/citUesearch_disciosures. Valuation and Risk assessments can be found in the text of the
most recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.

Citi Research Equity Ratings Distribution

Data current as of31 Dec 2012
CitfResearchGlobaiFurldame~taTCoverage

%of companies in each rating cafegory that are investment banking clients

12 Month Rating
~~Y Hold Sell
49% 38% 12%
53% 49% 45%

Relative Rating
Buy Hold .Sell
70;;86%' --7%

60% 49% 55%
Guide to cm Research Fundamental Research Investment Ratings:
Giti Research stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks.
Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned.
Investment Ratings: Giti Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total retum
("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 and/or investment
catalysts to derive a positive or negative investment view, they may elect with the approval of Giti Research management not to assign a target price and,
thus, not derive an ETR. Analysts may place covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the
analyst's thesis) affecting the company and / or trading in the company's securities (e.g. trading suspension). As soon as practically possible, the analyst will
publish a note re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our
ratings distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation.
Relative three·month ratings: Giti 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 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
ccmpany. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under ccnsideration,
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 expectation. For purposes of NASD/NYSE ratings-distribution"disclosure rules, most preferred calls correspond to
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratlngs..<Jistribution-disciosure rules we correspond NRR to Hold in our ratings
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation.

Prior to October 8,2011, the firm's stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both
price volatility and fundamental criteria, were: Low (L), Medium (M), High (H), and Speculative (S). Investment Ratings of Buy, Hold and Sell were a
function of the Giti Research expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. Additionally,
analysts cculd have placed ccvered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis)
affecting the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed "Under Review" were monitored daily by
management and as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets
(US, UK, Europe, Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-Risk stocks, 15% or
more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (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 EasllAfrica, and Latin America), investment ratings were:Buy (1) (expected total retum 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 limes, the expected total returns may fall outside of these ranges because of market price
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will beccme subject to
review by Research Management Your decision to buy or sell a security should be based upon your personal investment objectives and should be made
only after evaluating the stock's expected performance and risk.

NON·US RESEARCH ANALYST DISCLOSURES
Non-US research analysts who have prepared this report (Le., all research analysts listed below other than those identified as employed by Gitigroup 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 trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:

c:itig~()~J)GlobaIMarkEltsl~c . .. ...._ .. .. FaiseIKh<ln,C:FA;ArnitMartla.~a.

OTHER DISCLOSURES
The subject company's share price set out on the front page of this Product is quoted as at 06 February 2013 04:00 PM on the issuer's primary market

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product The Firm may engage in securities
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on 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 depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage of
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The
Product is for informational purposes only and is not intended as 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.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 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 certain states or other jurisdictions from
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc.
takes responsibility for the Product in the United States. Any orders by US investors resulting from the Information contained in the Product may be placed
only through Citigroup Global Markets Inc,

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley &Co. LLC (Morgan Stanley) research reports may be
available about the companies that are the subject of this Citi Research research report. Ask your Financial Advisor or use smithbarney.com to view any
available Morgan Stanley research reports in addition to Citi Research research reports.
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 Stanley Smith Barney disclosure website at
www.morganstanleysmithbarney.comlresearchdisclosures.
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.comiresearchdisciosures and
https://www.citivelocity.com/cvrleppubliclciti_research_disclosures.
This Citi 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 legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed
by. The Product is made available in Australia through Citi Global Markets Australia Pty Ltd. (ABN 64 003114 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). Citigroup Pty
Limited provides all financial product advice to Australian Private Banking wholesale cliel1ts through bankers and relatiol1ship 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. Ciligroup
companies may compensate affiliates al1d their representatives for providing products and services to clients. The Product is made available in Brazil by
Ciligroup Global Markets Brasil- CCTVM SA, which is regulated by CVM - Comissao de Valores Mobiliarios, BACEN - Brazilian Central Bank, APIMEC 
Associal{ao dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associayao Nacional dos Bancos de Investimento. Av.
Paulista, 1111 -11 0 andar - CEP. 01311920 - Sao Paulo - SP. If the Product is being made available in certain provinces of Canada by Cltigroup Global
Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ol1tario M5J
2M3. This product is available in Chile through Banchile Corredores de Bolsa SA, an il1direct 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 Final1cial Services Authority. 1-5 Rue Paul Cezanne, 8eme, Paris, France. The Product is distributed il1
Germany by Ciligroup Global Markets Deutschiand AG ("CGMD"), which is regulated by Bundesanstalt fuer Fil1anzdienstleistungsaufsicht (BaFin). CGMD,
Reuterweg 16, 60323 Frankfurt am Main, Research which relates to "securit'les" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws
of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Cilibank 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. 51F, Cilibank Tower, Baplndo 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 to Indonesian residents except in compliance with
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations,
and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through 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 Cilibank NA,
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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
availabie in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. Via dei Mercanti, 12, Milan, 20121,
Italy. The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency, Securities
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-Marunouchi
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan, If the Product was distributed by 5MBC Nikko Securities Inc. it is being so distributed under
license, In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website. If you have
questions regarding Citi Velocity, please call (81 3) 6270-3019 for help, The Product is made available in Korea by Citigroup Global Markets Korea
Securities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association
(KOFIA), Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea. KOFIA makes available registration information of research analysts on its
website. Please visit the following website if you wish to find KOFIA registration InfonTation on research analysts of Citigroup Global Markets Korea
Securities Ltd. http://dis.kofia.or.kr/fs/dis2IfundMgr/DISFundMgrAnalystPop.isp?companyCd2:::A03030&pageDiv:::02, The Product is made available in
Korea 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, 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 available in Mexico by Acciones y Valores Banamex, SA De C. V, Casa de Bolsa, Integrante del Grupo Financiero
Banamex ("Aceivai") 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 003114 832 and AFSL No. 240992), an overseas financial adviser as defined by
the FAA, participant of the ASX Group and regulated by the Australian Securities & Investments Commission, Citigroup Centre, 2 Park Street, Sydney, NSW
2000. The Product is made available in Pakistan by Cilibank NA Pakistan branch, which is regulated by the State Bank of Pakistan and Securities
Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 4889, Karachl-74200. The Product is made available in the Philippines
through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and Exchange Commission.
20th Floor Citibank Square Bldg. The Product is made available in the Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De
Roxas, Makati City, Manila. Cilibank 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 Finansawego, Dom Maklerski Banku
Handlowego SA ul.Senatorska 16, 00-923 Warszawa. The Product is made available in the Russian Federation through ZAO Citibank, which is licensed
to carry out banking activities in the Russian Federation in accordance with the general banking license Issued by the Central Bank of the Russian
Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets. Neither the Product nor any
information contained in the Product shall be considered as advertising the securities mentioned in this report within the territory of the Russian Federation
or outside the Russian Federation. The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July
1998 No, 135-FZ (as amended) On Appraisal Activities in the Russian Federation. 8-10 Gasheka Street, 125047 Moscow. The Product is made available in
Singapore through Citigroup Global Markets Singapore Pte, Ltd. ("CGMSPL"), a capital markets services license holder, and regulated by Monetary
Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21 st Floor Asia Square Tower 1, Singapore 018960, in respect of any matters arising
from, or In connection with, the analysis of this document. This report is intended for recipients who are accredited, expert and institutional investors as
defined under the Securities and Futures Act (Cap, 289). The Product is made available by The Citigroup Private Bank in Singapore through Citibank, NA,
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North American Pipelines
Late Edition: Raising Target Multiples; Stocks Remain at High
End of Valuation

• Valuation - We are raising our target multiples forthe North American gas utilities and

pipeline companies to 16.5X from 15.5X. This change is based on our updated analysis

of interest rates, BBB corporate bond yields, credit spreads and Citi's Economics team

outlook for long-term rates. Our assumptions for equity risk premium and risk free rates

remain unchanged.

• If It'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 PIE approaching the upper end of the historic range, a valuation framework

based on relative yield to other securities suggests a market weighting for the sector.

• 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 Old New Old New Old New
Atmos Energy ATO 2 2 US$39,OO US$43,OO US$2,46 US$2,62
Brookfield Infr BIP 2 2 US$36.00 US$36,OO US$O.56 US$O.56
CenterPnt Energy CNP 1 1 US$26.00 US$27.00 US$L21 US$121
Enbridge ENB.TO 2 2 C$45.00 C$46.00 C$1.96 C$1,86
EQT EQT 2 2 US$66,OO US$66,00 US$2.03 US$2.18
AGL Res GAS 2 2 US$43.00 US$44,OO US$3.03 US$2,75
Cneniere Energy LNG 1 1 US$30.00 US$30,00 US$-0,48 US$-O,48
MDU Res Grp MDU 1 1 US$29,OO US$29,00 US$1,27 US$1.27
Nail Fuel Gas Co NFG 1 1 US$57,OO US$57,OO US$2,79 US$3,18
NiSouroe Inc NI 2 2 US$27,OO US$3000 US$158 US$1.54
Oneok Inc OKE 2 2 US$49.00 US$49,OO US$1,92 US$192
Spectra Ener SE 2 2 US$27.00 US$30.00 US$1,45 US$1,44
Sempra Energy SRE 1 1 US$80,OO US$91 ,00 US$464 US$4.43
Questar Corp STR 1 1 US$25.00 US$25,OO US$1,19 US$1.13
Southwest Gas SWX 2 2 US$48,OO US$51.00 US$2.68 US$3.00
Integrys En TEG 2 2 US$3,16 US$3.16
UGI UGI 2 2 US$37,OO US$40.00 US$2.55 US$2,50
Vectren WC 2 2 US$30.00 US$36,OO US$1.91 US$2.02
Williams Cos Inc WMB 1 1 US$39,OO US$43.00 US$1.27 US$O.94

Integrated Natural Gas & Gas Utilities (Citi)

North America I United States

Faisel Khan, CFA
+1-212-816-2825
faise!. khan@citLcom

Amit Marwaha
amitmarwaha@citLcom

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

Citi Research is adivision of Ciligroup Global Markets Inc, (the "Finn"), which does and seeks to do business with companies covered in its research reports. /13 a result,
investors should be aware that the Finn may have aconflict of interest that could affect the objectivity of this report, Investors should consider this report as only asingle
factor irl making their irlvestment decision.
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Figure 1. CIRA EPS Forecasts vs. Consensus; Updated Price Targets & Recommendations; Conference Call Information
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Figure 2. Target Price Summary

Source: eiti Research

Figure 3. Conference Call Details

Conference 10

GAS AGL Resources 866·510-0712

ATO Atmos Energy
CNP Cenlerpolnt Energy 512 11:30 AM 800-653-1761 28502446

Chenlere Energy
Enbridge 9:00 34629096

Integrys Energy
MDU MDU Resources 511 AM 855-859-2056 30760556
NFG National Fuel Gas 513 11:00 AM 800-79lJ..2864 72803281

NI NiSource 4130 9:00 AM 866-700-{j067 95849232

OKE On"ok 511 11:00 AM 888-695-n614 6379130
STR Questar 511 NIA

SouttlwestGas.
Spectra Energy

SRE Sempra Energy
UGI 877-317-{j789 NIA
we
WMB Williams 2121 9:30 AM 888-401-4690 NIA

Source: em Research, Company data
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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 utilities, 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 to mid single digit range. Going
into Q1 '13 earnings, we expect the group to 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-o-Y results.

We continue to see a 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

Source: Citi Research, Bloomberg

Figure 4. Gas Utility - Multiple Range
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The continued strength of Natural Gas Utilities and Pipelines in our universe
remains astonishing. Despite mixed earnings over the last couple quarters, the
group is trading near peak valuations since the beginning of the millennium.

Figure 5. Relative Valuation - S&P 500 NTM PIE vs. Gas Utility &Pipeline E. Weighted Index

Our Gas Utility index remains at nearly all time highs versus the S&P 500, trading at
more than a 30% relative premium to the broader markets, and more than 40%
above its long-term average valuation. Since valuations for the group bottomed in
April '09, forward PIE multiples for the group have steadily risen. This streak now
spans four years, the longest we've seen in some time.
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On face value, the Gas Utility Index appears to be trading near the peak. However,
when we triangulate equity valuations with other credit and bond yield metrics, the
story appears less extreme.

. Figure 6. Historical Spread - BSS Bond Yields vs. US 10 Year Treasury

co '"
,..,

, c cc c

-"l ro ro -"l--, --,

• I' It
"

".. •r (,
" • • 'J'.~ .,

.; v ,\t, \ '

" , ~ '"' .. ,1\. , ..J
,
-r----,
<:0 '"

,.., ..,.
'" (0 I'-- '" 01

9 '% 0 0 0 9 0 9 '" 9c: C C C c C c c c
-"l -"l -"l ro ro ro {\) {\) -"l -"l--, --, --, --, --,

750

u;- 700
a. 650e 600
~ 550
~ 500
t-

450'"=>, 400

" 3500;
>= 300
E- 250
0

2000
CD 150CD
CD 100

50

Source: Citi Research

Currently, credit spreads are sitting at their long-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 earnings profiles, solid dividend outlook, and relatively low levels of
volatility, appear to be a viable alternative to other yielding assets.

Figure 7. Relative Value· Gas Utility & Pipeline E. Weighted Index Valuations vs. Yields
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We are raising our target multiples for both the regulated gas utilities and pipelines to
16.5X (PIE) and to 9X (EV/EBITDA) based on our outlook for credit spreads and yields.



North American Pipelines
30 April 2013

CASE NO. 2013-00148
ATIACHMENT2

TO OAG DR NO. 1-183

Citi Research

Our estimates are relatively conservative, in our view, given BBB yields are currently
trading in the range of 450 bps, implying valuation multiples 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 B. Gas Utility Index - Historic Perspective ofVaJuation Multiples in 2013
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As outlined in the chart above, Gas Utilities, over the past 13 years have traded in
the PIE band of 11-18X. During this time, 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, multiple expansion from here warrants
greater caution.
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Company Focus

• Company Update
• Target Price Change
• Estimate Change

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

AGL Resources Inc (GAS)
Q113 Earnings Recap; Results Driven by Better Weather Camps

• Earnings Recap - AGL reported 10'13 EPS today of $1.31 ($1.23 ex.
Wholesale), a penny below consensus. Y-o-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 UtiJity/Retail- The LDC reported EBIT of $218, up 71% over 01'12 on 34%
colder weather in IL and benefits from regulatory infrastructure revenues at
Atlanta Gas Light. Operating costs were basically flat Y-o-Y. Retail reported EBIT
of $70 mm, up 17% YIY, driven primarily by colder weather in GA. Expenses
were flat Y-o-Y.

Neutral
Price (30 Apr 13)
Target price

from US$43.00
Expected share price retum
Expected dividend yield
Expected total return

Market Cap

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

2
US$43.85
US$44.00

0.3%
4.3%

4.6%
US$5,170M

• Wholesale/Storage/Shipping - Combined, the three segments reported EBIT of
$20 mm, down 13% over last year on continued weakness across midstream, a
lack 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 fail 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 outiook. 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 iack of a weather normalization mechanism in IL will continue to
pose earnings volatility for the slack. The regulatory environment in IL also
remains a challenge.

EPS Q1 Q2 Q3 Q4 FY FCCons

2012A U8A O.26A O,16A 081A 2.42A 2.46A

2013E 1.26E 0,22E 0.23E 1.04E 2.75E 2.67E

Previous 1.17E 0,43E 0.30E 1.14E 3.03E na

2014E 1.08E 0.38E 0.25E 1.08E 2.78E 2.80E

Previous 1.16E 0.43E 0.30E . 1.15E 3.04E na

2015E 1.12E 0.37E 0.24E 1.13E 2,87E 2.95E

Previous 1.21E 0.44E 0.31E 1.21E 317E na

Source: Company Reports and dataCentral, CUi Research. FC Cons; Firs! Call Consensus.
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Atmos Energy Corp (ATO)
Q2/13 EPS Below; Rate Base Spending & Growth Remains Steady

• Earnings - We expect ATO to report 02'13 EPS of $1.22 per share, below
consensus of $1.25. Constructive rate outcomes across ATO's jurisdictions,
particularly in Mid-Tex and W. Tex Divisions continue to drive earnings growth.
ATO expects 2013E to 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.

• Rate Cases - In 02, 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 04'13. 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.

Neutral
Price (29 Apr 13)
Target price

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

Market Cap

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

2
US$43.68
US$43.00

-1.6%

3.2%

1.6%

US$3,9S4M

• Capital Spending -ATO continues to ramp up capital spending across its LDC
segments on safety and compliance related work. The company remains well
capitalized in the medium term to fund growth opportunities and significant
balance sheet capacity to fund projects.

• Valuation & Target Price - YTD, ATO is up 26%, and in 01'13, the stock was up
23% and has been one of the top performers in our group. We are raising our
target price to $43 per share on our revised valuation. ATO is poised to grow its
rate base in the 8-9% range, at the higher end of our peer group, which should
translate into EPS growth between 6-8%.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A O.72A 1.33A O.32A -OAOA 195A 2.11A

2013E O.90A 1.22E O.33E O.17E 2.62E 2.47E

Previous O.79E 140E O.23E O.05E 2A6E na

2014E O.95E 1.32E O.28E O.10E 2.65E 2.63E

Previous O.88E 1.39E O.27E O.08E 2.61E na

2015E O,95E 1,45E O.28E O.12E 2.79E 2.79E

Previous O.98E 1A6E O.32E O.17E 2.92E na

Source: Company Reports and dataCenlral, cm Research. FC Cons: Firs! Call Consensus.
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Brookfield Infrastructure Partners (BIP)
Maintaining Neutral Rating; No Material Changes to Outlook

• Q1 Earnings - We estimate SIP will generate FFO (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.

• 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, SIP aims
to grow distributions by 3-7% per year.

Neutral

Price (30 Apr 13)
Target price
Expected share price return
Expected dividend yield
Expected total retu m

Market Cap

Price Performance

(RIC: SIP.N, SS: SIP US)

2
US$38.65
US$36.00

-6.9%
4.3%

-2.5%

US$5,491M

EPS Q1 Q2 Q3 Q4 FY FC Cons

2011A O.29A O.17A O.38A a.30A 113A U5A

2012E O.08A -O.13A O.34A O.28E O.56E O.55E

Previous O.08A -O.13A O.34A O.28E 056E na

2013E O.06E O.OlE O.26E O.26E O.66E O.S7E

Previous 006E a07E O.26E O.26E O.66E na

2014E na na na na O.79E 1.10E

Previous na na na na 079E na

Source: Company Reports and dalaCentral, cm Researcl1. FC Cons: First Call Consensus.
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• Company Update
• Target Price Change

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

• Earnings - Our 01 '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 also expect better comparable results at the
Gathering segment given acquisitions during the past year.

Falsel Khan, CFA
+1-212-816-2825
faiseLkhan@citi.com

Buy
Price (29 Apr 13)
Target price

from US$26,OO
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: CNP.N, BB: GNP US)

1
US$24.26
US$27.00

11,3%
3.4%

14.7%
US$10,381M

• JV Update - We expect management to provide an update on the call 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 2H 13.

• Valuation & Recommendation - We are raising our target price to $27 per
share on our revised valuation multiples and believe GNP is in a good position to
capitalize on growth opportunities at the new JV and within its core utility
businesses. GNP is well funded and positioned to capitalize on acquisition
opportunities.

EPS Q1 Q2 Q3 Q4 FY FG Cons

2012A O.33A O.29A O.03A O.31A O.96A 1.25A

2013E O.36E O.27E O.31E O.28E 1.21E 1.26E

Previous O.36E O,27E O.31E Q,28E 1,21E na

2014E O.37E O,28E O.32E O.30E t27E 1.33E

Previous O,37E O.28E D.32E D.3DE 1.27E na

2015E MOE O.27E O.34E O.27E 1.29E 1.39E

Previous DADE O.27E O.34E O.27E 1.29E na

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



North American Pipelines
30 April 2013

Oil & Gas Storage &Transportation (GICS) I Integrated Natural Gas & Gas Utilities (Citi)
North America I United States

CASE NO. 2013-00148
ATTACHMENT 2

TO OAG DR NO. 1-183

Citi Research

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

• Company Update

Faisel Khan, CFA
+1-212.s16-2825
faisel.khan@citi.com

Buy
Price (29 Apr 13)
Target price
Expected share price relum
Expected dividend yield
Expected total return

Market Cap

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

1
US$28.09
US$30.00

6.8%
0.0%

6.8%
US$6,779M

• Catalyst - We expect two significant catalysts to drive Cheniere's stock over the
next 60 days. First, we expect an announcement from the DOE regarding the
export license quotas to non-free trade agreement countries. The DOE's export
capacity quota and policy will give us an indication of the opportunity at Corpus
Christi. 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 02.
We estimate LNG will look to raise -$5BN in financing, of which 80% is likely to
come in the form of project financing.

• Valuation & Target Price - We maintain our $30 target price and Buy rating.
While the stock has performed well more recently and is approaching our target
price, we continue to believe there is long-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
financing at attractive rates given where credit spreads and equity prices
currently trade.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A -O.43A -O.43A -O.52A ·O,42A -1.81A -1.51A

2013E -O.12E -O.12E -O.12E -O.12E -O,48E -1.09E

Previous -o12E -O.12E -O.12E -O.12E -OA8E na

2014E -O.14E -D.17E -O.19E -O.22E -O.nE -1.54E

Previous -O.14E -O.17E ·O.19E -O.22E -O.72E na

2015E -O.17E -O.19E -O.18E -O.20E ·O,74E -1.14E

Previous -O.17E -019E -O.18E -O.20E -o.74E na

Source: Company Reports and dataCenlral, Cili Research. FC Cons: Firs! Call Consensus.
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• Company Update
• Target Price Change
• Estimate Change

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

Enbridge Inc. (ENS.TO)
Raising Target Price to $46

• EPS - We now estimate ENS will earn $0.51 pIs in Q1/13, in-line with consensus
of $0.52. Our FY13 EPS estimate is $1.86. Our estimates are adjusted for the
recent equity offering.

• Financing - On April 41h
, 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
now plans to raise $1.9 BN in equity, up from $1.4 BN mainly through the use of
preferred equity and drop-downs to their income fund vehicles. Total debt raised
is expected to be $17.2 BN, up from $15.7 BN.

Neutral
Price (30 Apr 13)
Target price

from C$45.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: ENS.TO, SS: ENS CN)

2
C$46.80
C$46.00

-1.7%
4.4%

2.7%

C$38,508M
US$38,081M

• Projects Updates - During the quarter, ENS's Bakken pipeline expansion project
began operations. The 16-inch pipeline will transport 145kbd from the Bakken to
multiple markets accessible from the mainline and connected systems. Political
discussion around Northern Gateway remains challenging in terms of the project
going through.

• Valuation & Target Price - We are raising our target price to $46 per share from
$45 on our new target multiples. The increase is somewhat offset by the recent
equity offering.

EPS Q1 Q2 Q3 Q4 FY FC Cons

20l2A O.49A O.35A O.34A eO.51A O.67A 1.59A

2013E O.51E OAOE O.43E O.52.E 1.86E 1.81E

Previous O.54E OA4E OA5E O.54E 1.96E na

2014E O.60E O.53E O.60E O.67E HOE 2..14E

Previous O.62E O.60E O.60E 067E 2,48E na

2015E O.72E O,64E O.64E O.74E 2.75E 2.A4E

Previous O.72E O.63E O.62E O.72E 2.69E na

Source: Company Reports and dalaCenlral, Citi Research. FC Cons: First Cail Consensus.
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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%
YN), primarily driven by the Marcellus (up 100% YfY); 2) a ramp up in Midstream
volumes gathered (+40% YN); and 3) a reduction in expenses across the board.
A follow up note is forthcoming.

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

Neutral
Price (29 Apr 13)
Target price
Expected share price return
Expected dividend yield
Expected totaI return

Market Cap

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

2
US$74.41
US$66.00

-11.3%
0.2%

-11.1%

US$11,194M

• 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% YIY,
partially offset by a drop in the average wellhead price, but inline with
expectations (01'13 Realized: $3.14 Mcfe). Natural gas prices rose +20% YfY,
offset partially by hedges and lower NGL prices. Volumes from the Marcellus
jumped to -600 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/Met was below our $O.18/Mcf number. D&A of $1.54fMcf
was above our $1.40/Met 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 met).

• Midstream - EBIT was $74 mm ahead of our estimate of $63 mm on higher
gathering volumes (101 mmcf/d vs. 94 mmcffd estimate), offset partially by
slightly lower gathering fees ($0.81 Mcf) against our estimate. Gathering volumes
grew by +40% YIY. Expenses grew slightly, as EQT continues to build 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 03'13.
Currently, -25% of midstream asset sit at EOM.

• 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% YfY), compared to 01'12. The Sale of the Gas utility is scheduled to
receive approval by year end.

• Valuation - We are maintaining our valuation pending further analysis.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A O.50A O.21A O.31A D.46A 1A4A 1.49A

2013E O.62E O.47E O.46E O.63E 2.18E 2.30E

Previous D.60E O.43E O.42E O.5SE 2.03E na

2014E O.76E O.61E O.60E O.7BE 2.75E 3.11E

Previous O.79E O.64E O.63E O.S2E 2.88E na

2015E O.89E O.74E O.74E O.93E 3.30E 4.01E

Previous O.94E O.79E O.7SE O.98E 3.48E na

Source: Company Reports and dalaCenlral, Citi Research. FC Cons: First Call Consensus.
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+1·212·816·2825

faisel.khan@citLcom

CASE NO. 201~0148
ATIACHMENT 2

TO OAG DR NO. 1-183

Citi Research

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

• EPS - Our 01/13 EPS estimate is $1.68 pIs. Our FY13 estimate is $3,39 pIs.

2013 guidance is expected to be $3.05-$3.55. The wide range is primarily driven
by the lack of clarity around the People's rate case, currently under review by the
IL PUC. Fox Energy acquisition closed during 01. TEG expects to raise $600
mm in debt and hybrid financing, and $40 mm in equity (through it Stock
Investment Plan) likely in the second half of 2013. Earnings from Fox won't hit
TEG's bottom line till next year following regulatory approval. Integrys expects to
grow earnings by 4-6% through to 2015, based on 2011 as the base year.

• Valuation & Outlook - 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 outlook in IL also remains unclear. We don't expect an increase in
dividends for at least the next two years.

Neutral
Price (30 Apr 13)
Target price
Expected share price return
Expected dividend yield
Expected total retum

Market Cap

Price Performance
(RIC: TEG.N, BB: lEG US)

2
US$61.56

US$4,B35M

EPS Q1 Q2 Q3 Q4 fY FC Cons

2012A 1.48A O.19A Q,51A a,gSA 3.16A 3.26A

2013E i.68E O.42E O.2.iE 1.1iE 3.39E 3.35E

Previous 1.68E O.42E Q,21E 1,11E 3.39E na

2014E 1.66E O.42E O.2.3E 1.i4E 3.45E 3.59E

Previous 1.66E OA2E O,23E 1,14E 3A5E na

2015E i.65E O.4iE O.19E 1.09E 3.34E 3.78E

Previous 1.65E OA1E O,19E 1,09E 334E na

Source; Company Reports and dalaCenlral, Cili Research. FC Cons: First Call Consensus.
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Faisel Khan, CFA
+1-212-816-2825

faisel.khao@cili.com

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

• EPS - We estimate MDU EPS in Q1/13 will be $0.26 pis driven primarily by the
YrY 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% YIY, offsetting lower production 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 components of the company. We think there's limited
downside risk to our valuation from current levels.

Buy
Price (30 Apr 13)
Target price
Expected share price return
Expected dividend yield
Expected total return

Market Cap

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

1
US$24.95
US$29.00

16.2%
2.7%

19.0%
US$4,711M

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A O.19A 018A O.38A OAOA 1.15A 1.15A

2013E O.26E O.20E O.44E O.36E 1.27E i.32E

Previous O.26E O,20E OA4E O.36E 1.27E na

2014E O.30E O.25E O,46E O.38E 1.39E i.46E

Previous O.30E 025E O.46E O.38E 1.39E oa

2015E O.32E a.27E O.50E O,42E 1.5iE i.6tE

Previous O.32E O,27E O.50E O.42E 1.51E na

Source: Company Reports and dataCenlral, cm Research, FC Cons: Firsl Call Consensus.
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National Fuel Gas Co (NFG)
Maintain Rating for Now

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

• 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.

Buy
Price (30 Apr 13)
Target price
Expected share price return
Expected dividend yield
Expected total return

Market Cap

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

1
US$62.28
US$57.00

-8.5%
2.1%

-6.4%
US$5,200M

• 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.
Furthermore, the current recovery in gas is likely to provide upside support to our
2013 earnings estimates. We maintain our rating and target price until we can
fully evaluate these opportunities,

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A O,73A O.81A O,52A O.58A 2.63A 2.53A

2013E O.84A 1.07E O.GOE O.68E 3.18E 2.91E

Previous a.81E O.98E OA8E O.52E 2.79E na

2014E O.87E 1.05E O.60E O.63E 3.15E 2.98E

Previous a.76E O,98E a.51E 051E 2.75E na

2015E O.89E na na na 3.53E 3.15E

Previous O,84E na na na 3,36E na

Source: Company Reports and dataCenlra I, Citi Research. FC Cons: First Call Consensus,
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NiSource Inc (NI)
Q1'13 Earnings Recap; Valuation at High-End vs. Peer Group

• EPS - NI reported EPS of $0.69 p!s, marginally below consensus and a cent
higher from Q112. Overall, operating results across the three segments was

mixed, but continues to roll-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 Septl12, adding 24 mm new shares. Guidance
was reiterated at $1.50-$1.60

Neutral

Price (30 Apr 13)
Target price

from US$27.00
Expected share price return

Expected dividend yield

Expected total return

Market Cap

Price Performance

(RIC; NI.N, BB: Nl US)

2
US$30.75
US$30.00

-2,4%
3,1%

0.7%
US$9,588M

• Gas Utility - NI reported EBIT of $234 mm, down 5% YN on higher operating
costs, HOD'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 Q114f0313. During the quarter, NI entered into a settlement with the

Pennsylvania PUC resulting in a $55 mrn rate increase. No details were provided

on the ROE or equity layer. The rate base (-$1.2 BN) will be based on estimates

for 02/14, based on the settlement and tied to a quarterly infrastructure spending
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

LOC segment.

• Gas Transmission - NI reported EBIT of $134 mm, down slightly Y-o-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
modernization settlement. Midstream spending continued to ramp up.

• NIPSCO Electric - NI reported EBIT of $65 mm, up 33% Y-o-Y. Sales volumes
were essentially flat over the same period but cost reductions helped drive

results higher. NI reported it Transmission Enhancement program, a $550-700

mrn program is in preliminary planning stages and scheduled to come online later
this decade.

• Valuation & Target Price - We are raising our target price to $30 from $27 on
our revised target multiples, but maintain our Neutral rating. Our target price

assumes there is no MLP dropdown event for the midstream segment given

management's plans to maintain the credit rating of the parent and desire to

avoid triggering a tax event.

EPS Q1 Q2 Q3 Q4 FY Fe Cons

2012A O.66A 024A O.06A O.44A t39A 1.42A

2013E O.11E O.2BE O.13E O,42E 1.54E 1.56E

Previous O,16E O.29E 010E O.44E 1,58E na

2014E O.79E O.33E O.14E O.41E 1.66E 1.61E

Previous OB1E O.33E O.12E OA5E 1.71E na

2015E O.BOE O.36E O.19E O.45E 1.19E USE

Previous na na na na na na

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

• EPS - Our Q1'13 EPS is now $0.64 pis, above consensus of $0.59. Our
estimates assume YN 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 half of the NGL
volumes has been locked in at a price of $1.19/gallon.

Neutral
Price (30 Apr 13)
Target price
Expected share price return
Expected dividend yield
Expected lolaI return

Market Cap

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

2
US$51.36
US$49.00

-4.6%
3.0%

-1.6%
US$10,585M

• Project Pipeline - During the first quarter, a few new projects began rolling out.
In the Williston Basin, the Stateline II plant (G&P), Bakken NGL pipeline, and
Overland Pass expansion (G&P) projects came online. In 2013, natural gas
gathered & processed volumes are expected to rise by -25% over 2012. NGL
gathering volumes are expected to rise 14% over last year as 38 new processing
plants come online.

• Valuation & Target Price - We maintain our $49 target price and Neutral rating
pending additional analysis.

EPS Q1 Q2 Q3 Q4 FY Fe Cons

2012A a.58A O.28A O.31A O.51A i.69A i.69A

2013E O.64E O.34E O.37E O.58E 1.92E 1.82E

Previous O.66E O.33E O.34E O.59E i.92E na

2014E D.77E O.46E O.46E O.65E 2.34E 2.24E

Previous 079E O,45E O,45E a.66E 2.35E na

2015E O.87E O.54E O.53E O.70E 2.63E 2.68E

Previous O,88E O,54E a.54E a.72E 268E na

Source: Company Raports and dataGantral, Gm Research. FC Cons: Firs! Gall Consensus,
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Questar Corp (STR)
S.Traiis & Wexpro II Setup Positive Backdrop; Maintain Buy

• 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 II, similar to terms at Wexpro I. The agreement will likely

generate returns for STR in the 18-20% range. STR will acquire oil 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 to sign

off on the agreement but it is expected to go through.

Buy

Price (30 Apr 13)
Target price
Expected share price retum

Expected dividend yield

Expected total return

Market Cap

Price Performance

(RIC; STR.N, BB: STR US)

1
US$25,39
US$25.00

-1.5%
3.0%

1.4%
US$4,448M

• Valuation & Target Price - We maintain our $25 target price and Buy rating. We

currently include a partial value for STR's interest Southern Trails. STR's active

organic growth outlook remains constructive. We will look for an update on the
Southern Trails Pipeline conversion plan during the earnings call.

EPS 01 02 03 04 FY FC Cons

2012A G.41A G.22A G.18A G.36A USA 1.21A

2013E O.44E O.19E O.i5E O.35E 1.13E i.20E

Previous G,45E G.2GE G,15E G,38E 1,19E na

2014E O.4BE O.2iE O.16E O.37E i.23E 1.29E

Previous G,49E G.22E a.HE G,4GE 1.28E na

2015E O.51E O.23E O.1BE MOE 1.31E 1.35E

Previous na na na na 1.36E na

Source: Company Reports and dalaCenlral, Citi Research. FC Cons: First Cail Consensus.
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Sempra Energy (SRE)
Adjusting EPS Estimates; Raising Target Price to $91

• 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 01'13 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 flow through in 03'13. Overall, we think SRE can
continue to grow earnings at an average rate of -8% per annum through the
decade.

Buy
Price (29 Apr 13)
Target price

from US$80.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

1
US$81.51
US$91.00

11.6%
31%

14.7%
US$19,840M

• Utilities ~ Our 01 '13 earnings estimate ($175 mm) is flat y-o-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
113); 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.

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

• International Utilities - On Mar 22/13, Sempra announced the IPO of its
Mexican business unit (formerly Sempra Mexico, now referred to as lENova).
The offering will reduce SRE's interest by -17%, and potentially up to 19% 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
($1 BN 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.

• Liquefaction - Our view remains unchanged. We expect SRE will 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 1H17, 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.

• 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 01 Q2 03 04 FY FC Cons

2012A O.B8A O.97A 1.12A 117A 4.24A 4.35A

2013E t01E O.ODE 1.39E 1.15E 4.43E 4.52E

Previous 1.00E O.93E 1.56E U5E 464E na

2014E 1.27E 1.09E 1.36E 1.0BE 4.B1E 4.76E

Previous 1.06E 1.02E 1.67E 1.30E S06E na

2015E 1.33E 1.27E 1.53E 1.21E 5.34E 5.10E

Previous 1.21E 1.20E 1.84E 1.43E na na

Source: Company Reports and dataGentral, cm Research. FG Cons: Firs! Call Consensus.
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Company Focus Southwest Gas Corp (SWX)
EPS Ahead of Consensus; No Likely Surprise in Construction

• Company Update
• Target Price Change
• Estimate Change

Neutral
Price (30 Apr 13)
Target price

from US$48.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

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

2
US$50.67
US$51.00

0.7%
2.6%

3.3%
US$2,346M

• 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 ROEs 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 CA requesting 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.

• 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 to grow
operating earnings by 5-8% going forward.

EPS Q1 02 03 04 FY Fe Cons

2012A UOA -O.OBA -OO9A 1.33A 2.86A 2.72A

2013E 1.65E O.i2E a.OiE i.22E 3.00E 2.87E

Previous 1.55E OWE -O,04E 1.10E 2.68E na

2014E 1.68E O.2iE O.04E 1.24E 3.16E 2.98E

Previous 1.58E O.16E -O.02E 1.12E 2.84E na

Source: Company Reports and dalaCenlral, Citi Research, FC Cons: First Call Consensus,
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Company Focus

• Company Update
• Target Price Change
• Estimate Change

Spectra Energy Corp (SE)
EPS Above Consensus; Raising Target Price to $29

• EPS - Our Q1'13 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
compared to Q1'12. However, this will be partially offset by weakness at
Empress. On the call, we will look for an update on SE's time line to drop down
assets to SEP, including the Express-Platte crude pipeline, which closed late in
the quarter.

Neutral
Price (30 Apr 13)
Target price

from US$27.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

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

2
US$31.53
US$30.00

-4.9%
3.5%

-1.4%
US$21,099M

• US Transmission -In late March/13, SE filed an application for its TEAM 2014
pipeline project, planned to move gas from the Marcellus to the East Coast, Gulf
Coast and into the Midwest. Anchor shippers on the pipelines include Chevron
and EQT Energy. The pipeline has an estimated cost of $520 mm and has
committed contract capacity of 600 mmcf/d from producers in the Marcellus. The
project is targeted to come online by November/14.

• W. Canada - We expect margins to remain under pressure at Empress, and
anticipate an operating lost of -$12 mm on the quarter. Later this year, the
Dawson II and North Montney gathering & processing projects are expected to
come online towards the back end of the year. Following 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
rationalization of the nearly a dozen proposed LNG projects is likely to happen
over time.

• DCP - Our estimate for Q1'13 EBIT is $119 mm, which assumes an average
NGL barrel (MB/Conway) of $0.89/g. We will look for an update on the call
regarding an updated timeline for drop downs.

• Valuation & Target Price - We are raising our target price to $30 from $27 on
our revised target multiples, but maintain our Neutral rating. Lower commodity
prices and uncertainty regarding the timing and size of drop downs is likely to
pose near-term headwinds for the stock.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A O.52A O,33A O.27A 032A 1A4A 1.43A

2013E O.52E O.33E O.27E O.37E 1.49E 1.51 E

Previous O.51E O.33E O.28E O,37E 1A9E na

2014E O.53E O.37E O.32E O.39E 1.61E 1.64E

Previous O.55E O.37E O,33E OAOE 1.65E na

2015E O.60E O.42E O.37E O.46E 1.85E 1.74E

Previous na na na na na na

Source: Company Reports and dataCenlral. Cili Research. FC Cons: First Call Consensus.
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Company Focus

• Company Update
• Target Price Change
• Estimate Change

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.

Buy
Price (29 Apr 13)
Target price

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

Market Cap

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

1
US$38.22
US$43.00

12.5%
3.8%

16.3%
US$26,088M

• 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 to 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 Q1 Q2 Q3 Q4 FY FC Cons

2012A O.39A O.22A O.25A O.24A 109A 1.11A

2013E O.22E O.23E O.24E O.25E O.94E t02E

Previous O.30E O.29E O.33E OJ5E 1.27E na

2014E O.28E O.29E O.36E O.38E 1.31E 1.40E

Previous O.36E 035E OAOE OA3E 1.54E na

2015E na na na na 1.96E 1.52E

Previous na na na na 1.98E na

Source: Company Reports and dataCentral, Ciu Research. FC Cons: Firsl Call Consensus.
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Company Focus

• Company Update
• Target Price Change
• Estimate Change

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 YIY weather across the company's
footprint driving better margins at the Propane and Gas Utility. We think the
Q1 113 run-up in the stock price has closed the historical valuation discount to its
peers. On April 1/13, current CEO Lon Greenberg officially retired. He was
replaced by President and COO John Walsh.

Neutral
Price (30 Apr 13)
Target price

from US$37.00
Expected share price retUrrl
Expected dividend yield
Expected total return

Market Cap

Price Performance
(RIC: UGI.N, B8: UGI US)

2
US$40.98
US$40.00

-2.4%
2.7%

0.3%
US$4,638M

• Propane - Our estimate for EB ITDA is $350 mm, and assumes total gallons sold
of 540 mm, and accounts for the YIY normalization in weather across APU's
service territory, We estimate a -5% improvement YIY in retail propane prices
and a -10% increase in gross profit margin/gallon. UGI now owns 26% of APU
and is the sale GP owner.

• International - We estimate EBIT of $60 mm for the quarter. Our estimate is
-10% lower YIY on higher operating costs related to recent acquisitions.

• Valuation & Target Price - We are raising our target price to $40 pIs, up from
$37 per share on our revised target multiples. We assume UGI trades at a 15%
discount to its gas utility peers given the large position it has in Propane. Our
rating is unchanged at Neutral.

EPS Q1 Q2 Q3 Q4 FY FC Cons

2012A O.78A 1.20A -O.05A -O,14A 1.79A 1.90A

2013E O.91A 1.38E O.12E O.10E 2.50E 2.48E

Previous 1.02E 134E 011E O,09E 2,55E na

2014E 1.06E 1.46E O.16E O,15E 2,82E 2.78E

Previous 1.12E 139E O.12E 010E 2.73E na

Source: Company Reports and dataCentral, Citi Research. FC Cons: Fi rst Call Consensus.
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Company Focus

• Company Update
• Target Price Change
• Estimate Change

Vectren Corp (We)
EPS Inline with Street; Raising Target Price to $36

• EPS - Our Q1f13 EPS estimate is now $0.69 per share. We are also raising our
2013 EPS to $2.02, at the midpoint of the company's 2013 guidance Outlook 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.

Neutral
Price (30 Apr 13)
Target price

from US$30.00
Expected share price return
Expected dividend yield
Expected total return

Market Cap

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

2
US$37.56
US$36.00

-4.2%
3.7%

-0.4%
US$3,090M

• 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 utilities are earning at their allowed ROEs. Gas
infrastructure replacement spending and a focus on cost reductions will 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 $290 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 - Illinois Basin prices are expected to remain in the low to mid $40/ton

range. Management remains committed to the business and expects a recovery
in gas prices to 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 01 02 Q3 04 FY Fe Cons

2012A O.63A O.32A O.47A O.51A 1.92A 1.94A

2013E O.69E O.20E O.51E O.62E 2.02E 1.99E

Previous O.74E O.12E O,35E a.70E 1.91E na

2014E O.70E O.17E O.52E O,59E 1.98E 2.15E

Previous O.75E O.13E O.37E a.72E 1.97E na

2015E O.71E O.17E O.53E O.G1E 2.03E 2.23E

Previous O,77E O,15E a.38E O.73E na na

Source: Company Reports and dalaCentral, 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 ofAGL (GAS) Neutral (2). AGL has created shareholder value
through a focus on operational efficiency at its legacy operations and by capital
discipline through investments in under-managed assets. AGL will be able to grow
earnings through a combination of rate relief and capital growth at its utilities and
construction of storage fields at its Energy Services segment. Earnings at the
wholesale gas business could be volatile as margins are highly dependent on
seasonal price differentials and basis spreads; however, this is now a relatively

small part of earnings.

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/storage
multiple), given stable cash flows. AGL's wholesale & retail segments at slightly
lower multiples, since they have less stable earnings & cash flows. The segments
are valued at 6.5x and 9x 2014E EBITDA, in line with midstream & marketing
multiples. These values are partially offset by AGL's net debt. Atlanta Gas Light
includes regulatory assets associated with the pipeline replacement program, which
we treat as rate base as the program's costs earns a return on capital invested.
Environmental Recovery Costs are not included in rate base (no return is
associated with program). Our DDM values the company at $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 PIE & EV/EBITDA multiples
are based on our proprietary analyses, which utilizes current ERPs, current betas &
projected risk-free yields. For our PIE analysis, we use multiples of 16.5x for the
company's regulated & retail marketing assets and 1O.Ox for the wholesale assets.
For our EVIEBITDA analysis, we use multiples of 9x for the company's regulated
and retail marketing assets and 6.5x for the wholesale business. Our PIE &
EV/EBITDA analyses (2014E earnings) yield values of $45 and $46.

Risks

The key risks to our thesis on AGL are (1) Regulatory: AGL has a constructive
relationship with its regulators in Georgia, Virginia, Illinois and New Jersey. We
believe these states have generally been constructive when it comes to rate setting
for gas utilities. (2) Market and Counterparty Risk: AGL's wholesale segment is
exposed to counterparty risk since it deals with over 270 counterparties and re
contracting risk related to its asset management activities and adverse movements
in commodity prices. However, as earnings from the utilities have grown over time,
Wholesale is now only 5% of the business. (3) Customer growth: An unexpected
increase or decrease in population could affect earnings and cash flows (favorably
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or unfavorably). (4) Capital Markets: AGL is a relatively small utility in terms of
market cap and trading volumes, impacting AGL's ability to access capital markets
while this type of liquidity may make it difficult for institutional. We believe the recent
announced merger with Nicor will alleviate some of this risk. (5) Integration risk:
AGL has a history of M&A. The integration of the Nicor (GAS) deal could face
challenges given AGL's entrance into a new regional territory and scrutiny from
regulators in arriving at cost cuts to generate value from the deal.

If the impact on the company from any of these factors proves to be less or more
than we anticipate, the stock could materially outperform or underperform our target.

Atmos Energy Corp

Company description

Atmos Energy is an integrated natural gas company headquartered in Texas. The
company distributes natural gas to over 3 million customers in 12 states, operates
pipeline systems and storage facilities and provides natural gas marketing services
through its subsidiary Atmos Energy Marketing.

We estimate ATO will grow utility rate base by over 4% annually over the next five
years. 94% of utility margins are weather normalized. Furthermore, 86% of rates are
adjusted annually (without the need for rate cases) or are decoupling from demand.
Only Colorado (-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 multiple valuation methodologies to derive our $43 target. Our NAV
yields a value of $48. We value regulated assets at a multiple of rate base (1.6x for
utilities). We value the pipeline assets at 9x '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 regulated capital growth, authorized returns and cost of equity to
arrive at our DDM valuation. Our PfE and EVfEBITDA multiples are based on our
proprietary analyses, which utilizes current ERPs, current betas and projected risk
free yields. For our PIE analysis, we use multiples of 16.5X, 16.5x and 10x for the
company's utility, pipeline/storage and marketing assets. For our EVfEBITDA
analysis, we use multiples of 9x, 9x and 6.5x for the company's utility,
pipeline/storage and marketing assets. Our PfE and EVfEBITDA analyses (2014E
earnings) yield values of $43 and $46.
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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 unfavorably.(3) Capital Markets -ATO is a

relatively small utility in terms of market cap and trading volumes, impacting ATO's
ability to access capital markets while this type of liquidity may make it difficult for

institutional investors to trade in and out of the stock. (4) ATO operates a gas

marketing business. Our research shows that ATO hedges their physical delivery of

gas using its access to storage and pipeline transportation capacity. If the financial

hedges and local markets become dislocated, ATO could incur a liability.

If the impact on the company from any of the following factors proves to be greater or
less than we anticipate, the company could fail to achieve/exceed our target price.

Brookfield Infrastructure Partners

Company description

Brookfield Infrastructure Partners, which is dual-listed on both the Toronto & New

York Stock Exchanges under the ticker BIP, is a Bermuda based 'Infrastructure

holding company with operational headquarters in Toronto, Canada. BIP's asset

portfolio encompasses operations around the globe, with its primary business lines
divided into 3 major segments. Utilities (-52% of 2011 EBITDA), Transport & Energy

(-40% of 2011 EBITDA), Timber (-7% of 2011 EBITDA).

Investment strategy

We rate Brookfield Infrastructure Partners (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 1O-year Treasury. We estimate an average 1O-year yield

of 2% in 2013, in-line with CIRA estimates.

Risks

The primary upside risks to our target price are: 1) Accretive asset acquisitions; 2)

Organic growth project announcements; and 3) Higher than expected distribution

payout (over the historical 60-70% range). On the downside, we identify: 1)

Continued economic weakness, specifically in Europe, could lead to some re

contracting risk; 2) Project execution around the company's $1 bn growth project

backlog; and 3) Potential changes on the regulatory front with respect to partnership

tax treatment in the US.
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CenterPoint Energy Inc

Company description

CenterPoint Energy Inc (CNP) is an energy delivery company based in Houston,
Texas, serving over 3 million natural gas customers and 2 million electric customers.
CenterPoint also operates two interstate natural gas pipelines and a field services
business. The electric delivery business generates about 40% of the company's
operating income, while the gas utilities, pipelines, and field services businesses
make up the remainder.

Investment strategy

We rate the shares of CNP Buy (1). Our rating takes into account stable cash flows
on CNP's gas and electric utility system, complemented by growth on the pipeline
and gathering system, through re-contracting of pipeline capacity, expansion of
pipeline capacity, regulated growth and gas well connections.

Valuation

We average multiple valuation methodologies to derive our $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 EBlTDA. These values are partially offset
by the company's net debt.

Our DDM values the company at $24.

Our PIE and EV/EBITDA multiples are based on our proprietary analyses, which
utilize current equity risk premiums, current betas and projected risk-free yields. For
our PIE analysis, we use multiples of 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 2014E EBITDA for the company's utility and pipeline assets, while
applying 10x and 5x multiples to the company's gathering and marketing assets.
Our PIE and EVIEBITDAanalyses yield values 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 look to reduce del'lvery rates below what we consider to be a
reasonable rate of return. (2) Capital Investment Recovery - CN P, relying on future
rates, spends capital to maintain and expand pipeline and utility systems. A
politicized commission could delay or put at risk this recovery. (3) Customer Growth
- An unexpected increase or decrease in population could affect earnings
substantially, either favorably or unfavorably. (4) Commodity Prices - Earnings at
the field services segments are highly sensitive to changes in NGL and natural gas
prices. (5) Gathering Projects - Our estimates are dependent on the future build-out
of gathering facilities in the Haynesville Shale. Any decision to limit the build-out or
difficulties encountered during the build-out could impact our estimates.

If the impact on the company from any of the following factors proves to be greater
or less than we anticipate, the company could fail to achievelexceed our target
price.
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Cheniere Energy Inc

Company description

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

Investment strategy

We rate Cheniere 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 overbuilt in the US and
Cheniere was unable to contract for all its capacity at its only operated terminal,
Sabine Pass. With the decline in US natural gas prices and the discovery of an
ample amount of shale gas, Cheniere now believes it can export gas from its
terminal at Sabine by adding liquefaction capabilities. While this is a high cost
endeavor, the low price of gas could support this sort of opportunity.

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

Valuation

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

Our NAV analysis results in $23 per share. Our analysis is based on the liquidation
value of the pipelines owned at Cheniere Energy, Inc, 10.9 million units of COP
common units at $25.00 per unit (MLP analyst target price), combined with
subordinated unit (135 million sub units) and Class B units (45 mm held at LNG in
2012, Quarterly PIK rate of 3.5%) are valued at a 40% discount to our target price
for COP.

Our DCF 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.

Our PIE and EV/EBITDA multiple analyses are based on 2018 as a peak year for
earnings and EBITDA. We use multiples 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 model
until 2016. Our 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 exports competitive to the rest of the world. (3) Integrity costs at the
pipelines or LNG terminals could impose significant costs pressures. (4) Declines in
natural gas production in the US could cause Cheniere's proposal to come under
pressure. (5) The Company's tight liquidity position could limit its ability to execute
on its plan. (6) Cheniere has proposed signing contracts with foreign buyers in Asia
and Europe. While we believe in contract sanctity, history has shown that contracts
can always be changed in the oil and gas industry.

If the impact on the company from any of the following factors proves to be greater
or less than we anticipate, the company could fail to achieve/exceed our target
price.

Enbridge Inc.

Company description

Enbridge is one of Canada's largest energy companies by market cap (-C$32
billion). The firm is headquartered in Calgary, Alberta.

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

1) Crude Oil Pipelines & 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 also owns a 70% stake in Enbridge Income Fund (ElF), a publicly traded
yield-oriented investment vehicle listed on the Toronto stock exchange. ElF is also
accounted for under the Sponsored Investments segment.
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Investment strategy

We rate shares of Enbridge Neutral (2). Our enthusiasm over the company's risk
averse business model and earnings growth projections of 10%-15% per year
through 2015 are tampered by what we believe is a full valuation (premium to group
vs. 10% historical average). Enbridge's performance since the beginning of the
decade is highlighted by industry-leading returns on equity (-16% vs. peers at 13%)
and an increase in enterprise value from $12.3bn to $51bn.

Valuation

We use four equally weighted methodologies to derive our C$46 target price. We
value ENS at C$37 pis on an NAV basis, where we value the company's hard
assets at C$67bn and then back out $21 bn of net debt and -C$13bn of expansion
capex for an equity value of -C$33bn ($42pfs); C$48 on a DCF model, where we
estimate long-term growth (beyond 2015) at 5% per annum and a discount rate of
5.43% (cost of capital); C$47p/s on an EV/ESITDA basis where we use 2015E
ESITDA discounted two years at the company's cost of capital and a 13x forward
trading multiple; and C$51 pis on a long-term PIE mUltiple using 2015E earnings
discounted by two years at the company's cost of capital and a 19.1x historical
forward trading multiple.

Risks

The primary upside risk to our thesis is that ENS is able to secure a larger amount
of growth projects than we have estimated in our numbers. In addition, higher than
expected volumes on ENS's mainline system tied to higher than expected oil sands
growth could lead to better than expected results.

The primary downside risk to our thesis is that ENS is unable to execute on its
growth backlog in an efficient manner, reducing returns on capital. In addition, lower
than expected crude oil demand in the United States could have an adverse effect
on volumes on ENS's mainline system.

EQT Corporation

Company description

EQT Corp is a regional integrated natural gas company with operations in the state
of Pennsylvania and surrounding areas. The company operates three business
units: (1) EQT Midstream, which operates Midstream Gathering, Processing,
Transportation & Storage assets in EQTs 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 EQTs E&P business at -$6bn, which includes proved reserves
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of 5ATcfe, 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 pIs using the Firm's weighted average cost of capital. We
value the E&P segment and other business lines individually and then subtract net
debt to derive our per share value. Our long-term PIE analysis results in a value of
$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.

Commodity Price Risk - Commodity prices remain volatile. While, the company has
hedged a portion of its production over the next two years, stockholders'
expectations of future natural gas prices will have an impact on EQT stock.

Execution Risk - EQT is spending in excess of its cash 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 Illinois. Integrys also
offers retail and wholesale energy services. Wisconsin Public Service Corporation
(WPSC) merged with People's Energy Corporation (PEC) in February 2007 to form
Integrys Energy Group.

During 2009, TEG announced plans to scale back or sell its Energy Services
segment. We expect removal of these assets by end of 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 tremendous change over the last couple years
through multiple acquisitions and divestitures.
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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 applicable.

Risks

The key risks to our investment thesis are (1) Capital Investment - TEG spends
capital in excess of depreciation to maintain and expand its utility, relying on
adequate base rates to earn its cost of capital. We assume regular, fair rate relief.
(2) Concentration in the Midwest - Changes in the economy in TEG's service areas
could increase or decrease the need for gas and power. (3) Weather Fluctuations
Without weather normalization or decoupling rate mechanisms at all its gas and
electric utilities, TEG is exposed to fluctuations in temperatures and conservation(
4)Higher Gas and Purchased Power Costs - TEG may encounter energy costs,
which are generally passed on to customers, but lead to near term working capital
requirements (5)Marketing Business - TEG's energy marketing business continually
enters into forwards and options which may create unanticipated gains and losses
depending on any changes in contract values. Uncertainty surrounding the future of
this business and collateral requirements may also impact the value of the stock (6)
Short Interest - A significant short interest in the stock could lead to near-term volatility.

If the impact on the company from any of these factors is more or less than we
expect, the stock could outperform or underperform our target

MDU Resources Group Inc

Company description

MDU Resources Group, Inc. is a diversified natural resources company with
operations in three main business lines: 1) Energy (natural gas and oil production,
natural gas pipelines and energy services) 2) Construction Materials & Construction
Services, and 3) Utility-Related (electric and natural gas distribution).

Investment strategy

We rate MDU Buy. We believe 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 model is no longer in the best interest of MDU
shareholders.

Valuation

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 15Ax 2013
Earnings and the NewCo Construction company at 1O.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 to 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 oil.

The company produces natural gas from about 660 billion cubic feet (bete) of
proved reserves out of the Appalachian Region and the West Coast. NFG's
distribution business provides natural gas and transportation service to roughly
732,000 customers in western New York and northwestern Pennsylvania through its
utility, National Fuel Gas Distribution. NFG s interstate natural gas pipelines and
storage assets provide service to customers in the surrounding utility territories.

Investment strategy

We rate NFG Buy. We estimate that the firm's Marcellus acreage could boost long
term production levels to 20-30%+ per year. The company's regulated business
lines (Pipes & Distribution) bear no direct commodity price exposure and serve as a
balancing point with respect to overall risk exposure. We currently give the company
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 following valuation
methodologies.

Our NAV calculation results in a target price of $58p/s valuing NFG's hard assets at
$6.8bn and then backing out -$1Abn of net debt for an eq uity 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 Ax, while our long-term earnings
calculation is $59p/s using 2013E EPS and a blended 18.5x EPS multiple.

Risks

Commodity Price Risk -- Fluctuation in the price of oil and natural gas will cause
volatility in our estimates. If the commodity prices go up from the current level, it
could affect NFG's share price positively.
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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
would become impaired. Conversely, to the extent that NFG can find more reserves
cheaply and increase its production, this would increase its valuation.

NFG's commodity exposed business lines are offset through regulated (Le. minimal
direct commodity price risk) segments.

If the impact from the above risks turns out to be greater/less than we anticipate, the
stock could fail to achieve/exceed our target price.

NiSource Inc

Company description

NiSource Inc (Nl) is, primarily, a regulated utility with an integrated network of gas
distribution, transportation, and storage assets in the Northeast, Mid-Atlantic, and
Midwest. NiSource also operates an electric utility in Northern Indiana.

The company operates four business units, including Gas Distribution, which
delivers natural gas in several states; Gas Transmission and Storage Operations,
which provide interstate natural gas transmission and storage services from the Gulf
of Mexico to the Northeast; Electric Operations, which consist of NiSource's
regulated electric utility, Northern Indiana Public Service Company (NIPSCo); and
Other Operations, which include energy-related services and a co-generation
facility.

Investment strategy

We rate the shares of NiSource (NI) Neutral (2). NI provides long-term earnings
power of $1.60+ per share, including growth from expected rate increases at
NiSource's utilities. Our 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 multiple valuation methodologies to derive our $30 target. Our NAV
yields a value of $27. We value regulated assets at a multiple of rate base. These
values are partially offset by the company's net debt. Our DDM, which incorporates
our rate base growth assumptions, values the company at $29. Our PIE 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.Our PIE 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 will receive rate relief at several of its utilities. Under- or over-estimation of
relief could materially impact our estimates (2) Weather - Changes in weather
impact the stability of earnings (3) Capital Investment Recovery - NI spends a
substantial amount of capital to maintain and expand its distribution system. NI
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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 to be greaterlless
than we anticipate, it may prevent the stock from achieving our target price or could
cause the stock price to materially under/outperform our target.

Oneok Inc

Company description

Oneok is an integrated energy company operating amidst the energy value chain
through three operating segments: (1) the Oneok Partners (OKS) investment, which
is a Master Limited Partnership involved in a natural gas gathering, processing,
marketing, NGL fractionation, storage and pipeline transportation; (2) a local
distribution business providing service to customers in Kansas, Oklahoma, and
Texas (Distribution), and (3) a natural gas marketing and trading segment with both
retail and wholesale customers (Energy Services).

Investment strategy

We rate shares of OKE Neutral. OKE offers investors a solid free cash flow profile
(mostly as a result of the company's ownership stake and associated GP + LP cash
flows from OKS) with an emphasis on returning this cash to shareholders. We
believe that this cash flow generation profile is priced into shares at current levels.
The company's Distribution & Energy Services business carry no direct commodity
price risk, though periods of flattening basis and seasonal spreads can negatively
affect Energy Marketing earnings. OKE carries some indirect commodity price risk
via its ownership in OKS, which is mainly exposed to natural gas liquids prices.

Valuation

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

Our NAV calculation 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 -$11 bn.
Our DCF methodology results in a target price of $51 pIs and assumes long-term
growth of -3% (beyond 2015) and a discount rate of 7.81 %, the firm's cost of
capital. Our long-term PIE multiple calculation results in $47p/s using a blended 21 x
EPS multiple on 2014E earnings (discounted to 2013), while our long-term
EV/EBITDA valuation is $47p/s using a 9.6x blended multiple on 2014E EBITDA
(discounted).

Risks

The company's exposure to commodity prices (via cash flows from OKS) is
balanced to some degree by the regulated natural gas distribution business. The
Energy Services segment is more exposed to seasonal & basis spreads rather than
absolute commodity prices.
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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 to regulatory risk in
that it may not be able to recover the full amount of capital spent via customer rates.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause the stock price to materially outperform our target.

Questar Corp

Company description

Questar Corp (STR) is a regional, integrated natural gas utility company with
operations in the Rocky Mountains. The company has three operating segments,
including 1) a regulated gas delivery business in Utah, Questar Gas; 2) an interstate
pipeline and underground storage business, Questar Pipeline; and 3) a regulated
natural gas and oil E&P business (Wexpro).

Investment strategy

We rate the shares of Questar Corp Buy, which takes into account: 1) 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 (Le., Wexpro). STR is essentially a fully
regulated business. Our estimates assume that Wexpro II will get passed and that
Wexpro will invest -$150mm of capital through 2015. We are including -$4pfs of
incremental (risked at 50%) 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 calculation results in a target price of $22.50p/s. We estimate that the
distribution business is worth $1.1 bn 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)
and net Income (for Wexpro II). We then subtract -$1.3 billion of net debt to derive
an equity value.

Our DCF analysis results in $21 pis. 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 value of Wexpro. We subtract net
debt of -$1.3bn to derive the equity value.

Our long-term PIE 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 to 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 pis, 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 return and a potentially lower share price.

2) Regulatory pushback or a failure to sign up adequate 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 greaterlless
than we anticipate, it may prevent the stock from achieving our target price or could
cause the stock price to materially outperform our target.

Sempra Energy

Company description

Sempra Energy (SRE) is an integrated natural gas and eleCtric company. The
company's operations include Sempra Utilities, which consists of 6.2 million gas and
1.3 million electric meters in Southern California; Sempra Generation, which owns
about 2,600 megawatts (MW) of net, active generation; Sempra Pipeline & Storage,
which operates natural gas pipeline, storage, and owns interests in utility assets in
South America; and Sempra LNG, which is currently developing and operating LNG
re-gasification plants to import natural gas into the U.S.

Investment strategy

We rate the shares of Sempra Energy Buy (1). Sempra's diversified portfolio of
assets in the gas and power sector gives the company sustained earnings power
through consistent and growing returns from its utility operations, and a power
generation portfolio that is 80% contracted. We believe Sempra is well positioned to
take advantage of the current volatility in commodity prices, power demand in
California, and future expected demand for liquefied natural gas (LNG).

Valuation

We average multiple valuation methodologies to derive our $91 target.

Our NAVyields 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 values the company at $95. Our PIE and EV/EBITDA multiples are based
on our proprietary analyses, which utilize current equity risk premiums, current
betas and projected risk-free yields. For our PIE analysis, we apply multiples of
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16.5X, 16.5X and 14X to 2014 earnings at the utility, pipeline and generation
segments. Our PIE analysis yields a value of $90.

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 successful in obtaining regulatory approval to export natural
and close financing. 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 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 value 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 multiple. These values are partially offset by

the company's net debt. Our 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 PIE and EV/EBITDA multiples

are based on our proprietary analyses, which utilize current equity risk premiums,

current betas and projected risk-free yields. For our PIE analysis, we use multiples

of 16.5x, 16.5x and Bx for the company's utility, pipeline and pipeline construction

assets. For our EV/EBITDA analysis, we use multiples of ax, Bx and 5x for the

company's utility, pipeline and pipeline construction assets. Our PIE 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 account for more than 90% of earnings. Other risks to the shares attaining

our target price include:

(2) Population growth - Housing demand and tepid economic growth within the
Southwest region of the U.S. could slow to a rate below estimates or increase

above our estimates, causing us to revise our estimates and valuation.

(3) Capital investment recovery - 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 greaterlless

than we anticipate, it may prevent the stock from achieving our target price or could
cause our target price to be materially outperformed.

Spectra Energy Corp

Company description

Spectra Energy is an integrated natural gas company operating in both the United

States and Canada. The company maintains four distinct operating segments with

over $20 billion in assets: 1) natural gas transmission and storage in the US; 2)

natural gas distribution in Canada; 3) natural gas gathering, processing and

transmission in Canada; and 4) gathering & processing in the US through a 50%

joint venture with ConocoPhillips.

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 (i.6x for
utilities, i.6x for pipelines). We value the Field Services segment at i4.5x 20i4E
EBITDA, based on our midstream multiple. These values are partially offset by the
company's net debt. Our i0-year DCF yields a value of $28, by utilizing a 6.4%
WACC. Our PIE and EV/EBITDA multiples are based on our proprietary analyses,
which utilize current equity risk premiums, current betas and projected risk-free
yields. For our PIE analysis, we use multiples of 16.5x for the company's utility and
pipeline assets. Our PIE 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 earning's
sensitivity to volatile commodity prices and the Canadian dollar.

(2) Capital Investment Recovery - SE spends capital to maintain and expand its
pipeline and distribution operations. SE relies on the OEB and the FERC to recover
costs or approve projects.

(3) Processing Contract Volatility - sE is exposed to commodity price volatility
through its POP and keep-whole processing contracts. An increase in commodity
prices could allow SE to outperform our expectations.

(4) Production from Gas Producing Regions - SE is dependent on volumes from
producing fields throughout North America. Significant production declines could
require SE to charge producers higher fees to compensate for lower volume on its
systems, potentially degrading its competitive position. Conversely, production
increases could enhance its competitive position.

(5) Demand from Refineries and Petrochemical Producers - Nat gas liquids
produced by SE are primarily marketed to refineries and petrochemical producers.
Lower demand could lead to margin compression.

If the impact on the company from any of these factors proves to be greaterlless
than we anticipate, it may prevent the stock from achieving our target price or could
cause our target price to be materially outperformed.

The Williams Companies Inc

Company description

The Williams Company Inc (WMB) is an integrated natural gas company that
processes, trades, and transports natural gas and oil. The company also operates
Midstream Canadian & Olefins business.

WMB also owns 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 due 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 sizable portion of its cash flow via WPZ and therefore
from keep-whole operations, which depend on the spread between natural gas and
crude oil prices. In a declining crude f rising gas price environment, this could
significantly chip away at WMB's processing margin and lead to earnings & cash
flow shortfalls.

Project Execution - If WMB suffers cost overruns at its expansion projects,
economics could deteriorate and lower overall project returns.

UGI Corp

Company description

UGI Corp operates as a diversified gas utility, electric utility and global propane
distribution company. The company's utility and power assets are located in
Pennsylvania. The company's propane business is composed of a 46% equity
interest in AmeriGas Partners and a stable international propane distribution unit
with principal operations in France, where the company controls about a quarter of
the market.

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

Investment strategy

We rate UGI a 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 UGI has generated strong free cash flows from its domestic propane
and utilities businesses enabling the company to make bolt-on acquisitions and
increase its dividend over time. However, the propane business in the US looks
challenged as commodity prices move higher, and customers migrate to alternative
fuels.

Valuation

Our average multiple valuation methodologies derives a $40 target price.
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Our 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 UGI's net debt.

We value UGl's interest in APU using our MLP team's target price ($36.50). We
value UGI'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 $980/KW.

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

Our OOM 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 OOM valuation.

Our PIE and EV/EBITDA multiples are based on our proprietary analyses, which
utilize current ERPs, betas and projected risk-free yields. For our PIE analysis, we
use multiples of 16.5x, 10.0x, 16.5x and 1O.Ox for the company's Gas utility,
Propane, Electric utility and Marketing/energy services assets. For our EV/EBJTDA
analysis, we use multiples of 8x and 7x for the company's Gas & Electric
Utility/Propane businesses and Marketing/Energy services assets. International
propane operations are valued at a 15% discount to our gas utilities, due to
exposure to weather and exchange rates. Our PIE and EV/EBITDA analyses yield
values of $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 accounts for 20% of UGl's operating income while
AmeriGas accounts for approximately a third. Propane distributors compete in an
unregulated market. While the barriers to entry are high, namely capital costs, UGI
competes with a number of propane distributors and "mom & pop" dealers in the
U.S. and Europe. Economics for alternative fuel types is also making it more
economical for customers to switch into other fuels.

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

(3) UGl's utility earnings are sensitive to weather. Our earnings estimates assume
normal weather and recovery of capital spent in excess of depreciation through
higher customer rates. These rates depend on orders from Pennsylvania Public
Utility Commission. At this point, we believe the commission has been constructive
with regard to utility rate making.

(4) Earnings in the propane business are also impacted by weather as changes in
weather can significantly impact volumes.
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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 to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause our target price to be materially outperformed.

Vectren Corp

Company description

Veclren operates regulated electric and gas utilities in Indiana and Ohio, distributing
natural gas to about 1 million customers and serving about 140,000 electric
customers. The utilities represent over 80% of WC's earnings. Vectren also
operates non-regulated businesses, including coal mining, pipeline construction,
and gas marketing.

Investment strategy

We rate Vectren shares Neutral. We believe the stock is fairly valued as a
constructive regulatory environment is offset by concerns over the impact of flat
basis spreads on the gas marketing operations and light demand for the coal mining
unit.

Over 80% of earnings at WC are derived from operations at the gas and electric
utilities. In late 2009, the company's sole electric utility filed for rate relief. We expect
resolution of this matter by year-end. In addition to rate relief, we expect growth at
the utility will be arise from infrastructure riders, which allow timely 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 regulated assets at a multiple of rate base (1.6x for
gas utilities). We value ProLiance at 6.5x earnings, in-line 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 multiples.
These values are partially offset by the company's net debt. Our DDM values the
company at $35. We calculate a hypothetical dividend, based on VVC's regUlated
capital growth, authorized returns and cost of equity to arrive at our DDM valuation.
Our PIE and EV/EBITDA multiples are based on our proprietary analyses, which
utilize current equity risk premiums, current betas and projected risk-free yields. For
our PfE analysis, we use 2014E multiples of 16.5x for the gas utility and 16.5x for
the electric utility and 10x for the company's unregulated assets. For our
EVfEBITDA analysis, we use multiples of 8.5x and 6.5x for the company's utility and
unregulated assets. Our PIE 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 - we spends capital to maintain and expand its
utility systems. we relies on adequate base rates to earn its cost of capital.

(2) Concentration in the Midwest - Changes in the service area's economy could
reduce demand for power.

(3) Gas and Purchased Power Costs - Higher costs can lead to higher working
capital requirements and interest expense.

(4) Coal Margins - Key drivers behind the performance of the coal mining unit
include coal prices, volumes and costs, which are all volatile.

(5) Non-Regulated Business - WC's unregulated business continually enters into
forwards and options that may create unanticipated losses.

(6) Capital Markets - WC is a relatively small utility in terms of market cap and
volume compared with other utilities. This may affect its ability to access the capital
markets.

(7) Customer Growth - An unexpected increase or decrease in population could
affect earnings substantially.

Events that would present upside risk to our target price include: 1) an improving
economy in Vectren's service areas; 2) increased natural gas price volatility,
including wider summer/winter differentials; and 3) improvements in coal production
volumes and per unit margins.

If the impact on the company from any of these factors proves to be greater/less
than we anticipate, it may prevent the stock from achieving our target price or could
cause our target price to be materially outperformed.
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ffi] 8·0el-l1 Siock raling system changed [1QJ 3-0ct-12 2 '22.00 21.90

ITJ 3-0el·l1 '2 21.50 19.34 [ill 10-Do0-12 '1 '29.00 21.38
ffi] 2-Feb-12 2 '21.00 21.31

Rating/target price changes above renee! Easlem Siandafd TIme
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1£ '
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1 , I I I I

ONDJFMAM
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I I I I I

ONDJFMAM
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A S 0
• , I I I

D J F M A
2013

Oat.
I] 9-0cl-12

Rating Target Price Closing Prfte
'ADD LP 21.82

Date Rating Target fJrice Closing Price
III 10-0eo-12 'REM LP 21.38
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Dat<
!II fl-Sep-10
III 1ll-Sep-10
I]] 20-Jan-11

Rating
1M
1M
1M

Target Price
'24.50
'23.27
'26_13

Closing Price
15.74
15.06
21.33

Dat<
HI 20-Apr-11
0J 8-0ct-11
lID 3-Feb-12

Rating Target Prloe Closing Price
1M '31.03 25.95

Stock raUng system changed
'1 '32_50 29.70

Date
m23-Apr-12
lID 25-0cl-12
till 25-Jan-13

Raling
1

1

1

Target Price
'36,00
'4000
'39,00

Closing Price
32.31
34.71
34,1l3

" lndicates change

The Williams Companies Inc (WMB)
Ratings and Target Price History
Best Ideas Research
Relative Call (3 Month)

Falsel Khan, CFA

changes aoovE: reflect Eastern Sla rrdara Ttme

Covered
Not covered

40

changes. abov.e reftee! Easlem Standard Time

Dale Raling Targel Price Closing Price
IlJ 26-Sep-11 'REM MP 21.36

Rallng Target Price Closing Price
'ADD MP 21.33
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M A 0 DJFMAM
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2013

Que!star Corp (STR)
Ratings and Target Price History
Fundamental Research
Analyst: Falsel Khan, CFA
Covered since March 22 2013

Covered
26 Not covered
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,
M A M A S 0 o F M A

2011 2012 2013

Date Rating Targel Price Closing Price Oat< Rating Target Price Closing Price Dale Rating Target Price Closing Pricem14-Jun-10 1M '18.05 15.41 @] 13-Jul-11 1l '19.25 17.99 III 8-001-11 '1 20.50 18.55
IlJ 27-Jul-10 1M '18.05 17.20 ffi] 7-0'1-11 1l '20.60 1855 !ill 17-Oct-12 '2 '21.75 20,91

i
I]] 2D-Jan-11 '1l *19.00 17.92 [Q] 8-OCI-11 Stock raling syslem changed ill] 22-Jan-13 '1 '25.00 22.37

~ IndiCBtes change above renect Easlem Standard Time
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Questar Corp (STR)
Ratings and Target Price History
Best Ideas Research
Relative Call (3 Month)
Analyst: Falsel Khan, CFA

Covered since March 22 2013
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26 Not covered
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Ra!illg/rargel price changes above re"ect Easlern Siandard Time

USD
Covered

80
Not covered

70

60

50

40

30

20 ' , , ,
MAM A 3 0 N D J F M A M A 0 N D J F M A 0 D J F M A

2011 2012 2013

Dat. Raling Target Ftrice Closing Price Oat. RaUng Target Price Closing Price

!II 26-Apr-l1 2M '48.00 47.28 @] 25-Ju1-12 2 '5li.OO 54.68

lID 13.Jul-l1 2M '59.00 55.09 ffiJ 29·Ju1-12 2 '~.OO 55.99

lID 7-0ct-l1 2M '61.00 55.80 [ill 25-0cl-12 2 '64.00 60.72

OQ] 8-00t-l1 Slock rating system changed DID 25-Jan-13 2 '66.00 61.95

lID 8-0ct-11 '2 61.00 55.80
!TIl 23-Ja n-12 '52.00 50.13

RatingJlarget price changes above reflect Easlem Standard TIme

USD

Dale Rallng larg.et flricfI Closing Pri"e
[j] 28-Apr-l0 2M '50.5Q 4H6

IJ] 21l-May-10 '1M '50.00 39.19

lID 27-JuI-10 1M '46.50 37.39

Ii] 9-3'1'-10 1M '41.50 34.50

lID 20-Jan-l1 '2M '45.50 45.49

1m 27-Jan-11 2M '5000 46.75

-f-lrldlcates change

.. Indicates change

EQT Corporation (EQT)
Ratings and Target Price History
Best Ideas Research
Relative Call (3 Month}
Analyst: Falsel Khan, CFA

Covered since March 22 2013

EQT Corporation (EQT)
Ratings and Target Price History
Fundamental Research
Analyst: Falsel Khan, CFA

Covered since March 22 2013
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Dat.
[j] 27-Apr-12

Rating Targel Price Closing Price
'ADD LP 47.83

Date
~ g-Oct-12

Rating Targ.et fJrice Closing Price
'REM LP 60.49

'Indical"" "hange RatingJlarget price changes above Hlfled Eastern Slandard Time
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AGL Resources Inc (GAS)
Ratings and Target Price History
Fundamental Research
Analyst Faisel Khan, CFA

Covered
Not covered
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Covered
Not covered
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Resources Inc (GAS)
Ratings and Target Price History
Best Ideas Research
Relative Call (3 Month)
Analyst Falsel Khan, CFA

2011 2012 2013

Date Rating Targef Price Closing Price Date Ra~ng Target Price Closi ng Price Dale Rating Targel Prlc. elosin 9 Price
m3[}-Jan-11 '1M '41.00 36.09 I] 8-0el-11 '2 44.00 40.44 I1J 23-Apr-12 2 '41.00 37.95
~ 2-May-11 '1L '44.00 41.45 lID 2-Nov-l1 2 '42.00 39.99 lID 25-Ju~12 2 '43.00 39.70

llil 8-0el-11 Siock raling sy,'.m chang.d lID 3-Fe1>-12 2 '43.00 41.55

reflect Eastern Slandard Time
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'Indi""lesc!lange Ratingflarget price- changes above reflect Easlem Sla ndard Time

Spectra Energy Corp (SE)
Ratings and Target Price History
Fundamental Research
Analyst Falsel Khan, CFA

Covered
Not covered
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2011 2012 2013

Dale Raling Targel Price CI o,ln 9 Prl"" Date Raling Targ.t Price Closing Price D.t. Rating Target Pric- Clo,ing Pric.
m28-Apr-l0 2H '23.00 23.15 I] 6-0ct-l1 2M '26.00 25.51 II] 3-Fe1>-12 2 '32_00 30.56

rn 31-Jan-11 '2M '25.0G 26.23 lID 8-00t-l1 Srock raling syst.m changed rID 2>-Jul-12 2 '29_00 29.69

III 2-May-11 2M '28.00 28.71 lID 8·001-11 '2 26.00 25.33 [Q] 25-Jan-13 2 '27.00 27.09

.. Indicales change Raltngftarget price changes above reflect Ea:;;te!Tl Standard Time
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Spectra Energy Corp (SE)
Ratings and Target Price History
Best Ideas Research
Relative Call (3 Month)
Analyst Faisel Khan, CFA
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• indicates change Ratingflarget price changes above reflect Eastern Standard Time

Enbridge Inc. (ENB.TO)
Ratings and Target Price History
Fundamental Research
Analyst: Faisel Khan, CFA
Covered since March 22 2013
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Ratings and Target Price History
Best Ideas Research
Relative Call (3 Month)
Analyst: Falsel Khan, CFA
Covered since March 22 2013
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Dato Rating Target Price Closing Pric.
[j] B·Ocl-l1 Siock raling system changed [}] 23-Apr-12 2 '35.138 39.50 I§J 25~u~12 2 '44.00 41.59
~ 16·0e,-11 '2 '37.37 35.85 8] 18~ay-12 2 '41.50 40.03 lID 25-Jan-13 2 '45.00 44.1B
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National Fuel Gas Co (NFG)
Ratings and Target Price History
Fundamental Research
Analyst: Faisel Khan, CFA

Covered since March 22 2013
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Covered
Not COVered

80

40
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National Fuel Gas Co (NFG)
Ratings and Target Price History
Best Ideas Research
Relative Call (3 Month)
Analysl Faisei Khan, CFA

Covered since Ma rch 22 2013

2011 2012 2013

Dale Rallng Target Price Closing Price Dale Rating Target Price crosi rig Price Date Raling Target fJrice Closing Price

•

[j] 28-Apr-10 2M '54.00 52.67 [ill 13-Jul-11 '2H 70.00 70.82 [jJ] 23-Apr-12 1 '57.00 44.60
III 27-Jul-10 2M '52.00 49.20 IT] 7-OCI-11 '1H '64.00 51.92 rm 25-Jul·12 1 '55.60 48.25

III 9-Sep-1Q 2M '47.50 45.03 [ill B·OCI·11 Sloc, ""ng syslem changed [Iill 3-Aug-12 1 '57.00 49.38

I±I 20-Jan·11 '38 '67.00 66_81 [ID 8·OC(·11 '1 64.00 51.92
ffi] 2&-Apr-11 38 '70.00 73.45 [i]] 29-Jan·12 1 '63.00 50.66

I Indica!es cliange- above reflect Eastern Siandard Time

USD

" Indicates change

Oneok Inc (OKE)
Ratings and Target Price History
Fundamental Research
Analyst: Faisel Khan, CFA

D.te
[I] 2E\-Apr-10

rn 27·Jul-10
@] 9-Sep.10

m21-0Ct-10
ffi] 20"Jan c 11

I Indicates change

Raling
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2M
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Target Prict!
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'25.50
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'26.00
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22.17
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Dal. Raling Target PriCil Closi" g PriCil Date Rating Targ-et Prrce Closing Price

lID 2-Aug-11 2M '36.00 3575 [IT] 23·Apr-12 2 '45.00 41.09

IT] 7-0ct-11 '1M '37_50 33.96 rm 25-Jul-12 2 '46.00 43.12

lID I>-Oct-11 Siock rating syslem c"anged [j]] 25-0c!-12 2 '49.00 47.25
[ID I>-Oct-11 '1 37.50 33.B6

[IQ] 3-Fet-12 '2 '43.00 40.85

Ralinglt.arget price changes abolle reflect Eastem Standard Time
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Southwest Gas Corp (SWX)
Ratings and Target Price History
Fundamental Research
Analyst: Falsel Khan, CFA
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Oat. Rating Target Price Closing Prfce Date Rating Target Price Closing Price Dale
rn 31·Jan-11 '2M '41.00 37.24 @] 8-0CI-11 Slock rating system changed I1J 25-Jul-12
III 2-May.11 2M '43.00 39.59 mJ 8-Ocl-11 '1 45.00 36.78 @] 25-Jan-13

III 2&.Jul-l1 '1M '45.00 37.09 ffi] 3·Fe1r12 1 '47.00 42.68

Rating
'2
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Target Price
'50.00
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. .

Closing Price
44.12
44.37

Southwest Gas Corp (SWX)
Ratings and Target Price History
Best Ideas Research
Relative Call (3 Month)
Analyst: Falsel Khan, CFA
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IntE~gl"j's Energy Group, Inc. (TEG)
and Target Price History

FUI~damelllal Research
Faisel Khan, CFA

2011 2012 2013

Dale Rating Target Price Closin g P,lee Dale Rating Target Price Closing P,lee Dale Rating Targel P,lce Closin 9 PrlCll
OJ 16-Jul-10 3H '44.00 45.60 I±l 8-00t·11 Siock raling syslem changed ITJ 2-Mar-12 2 '55.00 62.07
rn 31-Jan·11 '2H '46.00 47.59 ffiJ 8-0ct-11 '2 51.00 48.42 lID 25-0cl-12 2 53.85
[l] 2-May-11 '2M '51.00 52.48 lID 3·Feb-12 2 '56.00 52.72

• Indica!es change D,O;,,"· reflecl Eastern Standard Time

Energy Group, Inc. (TEG)
u~u

and Target Price History
Ideas Research

Call (3 Month)
Faisel Khan, CFA
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45
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Rating Target Price Closing Price
'ADD LP 4832

35

Dale Rating Target Price Closing Prke
m1s-Apr-11 'REM LP 49.68

J
2013

reftect Eastern Siandard Time

Citigroup Global 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.

Ciligroup Global Markets Inc. owns aposition of 1 million USD or more in the debt securities of Sempra Energy

Citigroup Global Markets Inc. owns aposition of 1million 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 Williams Companies Inc

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

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

Citigroup Global Markets Inc. owns aposition of 1million USD or more in the debt securities of Spectra Energy Corp

Citigroup Global Markets Inc. owns a position of i million USD or more in the debt securities of Enbridge Inc

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

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

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from
CenterPoint Energy Inc, Sempra Energy, UGi Corp, Cheniere Energy Inc, Brookfield Infrastructure Partners, NiSource Inc, The Williams Companies Inc,
EQT Corporation, Spectra Energy Corp, Enbridge Inc., Oneok Inc, Integrys Energy Group, Inc..

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within 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 Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from CenterPoint
Energy Inc, Sempra Energy, UGI Corp, Atmos Energy Corp, Brookfield Infrastructure Partners, NiSource Inc, The Williams Companies Inc, EQT
Corporation, AGL Resources Inc, Spectra Energy Corp, Enbridge Inc., Oneok Inc, Southwest Gas Corp, Integtys Energy Group, Inc. 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 investment banking c1ient(s): CenterPoint Energy Inc, Sempra
Energy, UGI Corp, Cheniere Energy Inc, Brookfield Infrastructure Partners, NiSource Inc, The Williams Companies Inc, EQT Corporation, Spectra Energy
Corp, Enbridge Inc., Oneok Inc, 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, securities-related: CenterPoint Energy Inc, Sempra Energy, UGI 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-securitieHelated: CenterPoint Energy Inc, Sempra Energy, UGI Corp, Brookfield Infrastructure Partners, NiSource Inc, The Williams
Companies Inc, EQT Corporation, Spectra Energy Corp, Enbridge Inc., Oneok Inc, Integrys Energy Group, Inc..

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

The Firm is a market maker in the publicly traded equity securities of Integrys Energy Group, Inc..

For important disclosures (including copies of historical disclosures) regarding the companies that are the SUbject of this Citi 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 ofthe Valuation and Risk assessments and historical disclosures, are contained on the Firm's
disclosure website at https:llwww.citivelocity.com/cvr/eppublic/citUesearch_disciosures. Valuation and Risk assessments can be found in the text of the
most recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request.

Citi Research Equity Ratings Distribution

Data current as of31 Mar 2013. -- - --- - - -- ---- . , , , ,... , ~ ..._~,-"'-~--------
Citi Research Global Fundamental Coverage

%of companies in each rating category tllat are investment banking clients

12 Month Rating Relative Rating
Elu~Holcl ....S.el.I...... El~Y Hold Sell
48% 39% 12% 7% 87% 7%
53% 49% 43% 65% 49% 51%

Guide to Citi Research Fundamental Research Investment Ratings:
Citi Research stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks.
Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned.
Investment Ratings: Citi Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations 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 and/or investment
catalysts to 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 to exceptional circumstances (e.g. lack of Information critical to the
analyst's thesis) affecting the company and / or trading in the company's securities (e.g. trading suspension). As soon as practically possible, the analyst will
publish a note re-fJstablishing 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 a3 month period. The relative call may highlight a specific
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration,
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation.

Prior to October 8, 2011, the firm's stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both
price volatility and fundamental criteria, were: Low (L), Medium (M), High (H), and Speculative (S). Investment Ratings of Buy, Hold and Sell were a
function of 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 to the analyst's thesis)
affecting the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed "Under Review" were monitored daily by
management and as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets
(US, UK, Europe, Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-Risk stocks, 15% or
more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (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 expected total returns may fall outside of these ranges because of market price
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to
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review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made
only after evaluating the stock's expected performance and risk.

NON-US RESEARCH ANALYST DISCLOSURES
Non-US research analysts who have prepared this report (i.e" all research analysts listed below other than those Identified as employed by Citigroup Global
Markets Inc,) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member
organization and therefore may not be sUbject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with 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:

Citigr9upC?I()b.~IJ08.rk.e.ts.I,~.c."", Faisel,Khan, CFA;Arnitrvlarti8.Q3 .

OTHER DISCLOSURES
The subject company's share price set out on the front page of this Product is quoted as at 29 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 Williams
Companies Inc, EQT Corporation, Enbrldge Inc., Oneok Inc, Integrys Energy Group, Inc.. (For an explanation of the determination of significant financial
interest, please refer to the policy for managing conflicts of interest which can be found at www.citiVelocity.com.)

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and
may act as principal in connection with such transactions, The Firm is a regular issuer of traded financial instruments linked to securities that may have been
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed In the Product. The Firm may engage in securities
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on aprincipal
basis.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other
obligations of any Insured depository institution (including Citibank); and (iii) are subject to investmel1t risks, including the possible loss of the principal
amount invested. Although 1I1formation has been obtained from al1d is based upon sources that the Firm believes to be reliable, we do 110t guarantee its
accuracy and it may be il1complete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from
the subject company(ies) referred to in this Product inclUding, but not limited to, discussions with management of the subject company(ies). Firm policy
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage of
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity cOl1straints, 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.S. securities, il1cJuding 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 irlformation available on foreign securities. Foreign
companies are generally not subject to uniform audit and reporting standards, practices and requiremerlts 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 al1 adverse effect on the value of an investment in a foreign stock and its corresponding dividerld payment for U.S. investors. Net
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from
purchasing securities mentioned in the Product from the Firm. Please ask your Financial COrlsultant for additional details. Citigroup Global Markets Inc.
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed
only through Citigroup Global Markets Irlc.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Stanley) research reports may be
available about the companies that are the subject of this Citi Research research report Ask your Financial Advisor or use smithbarney.com to view any
available Morgan Stanley research reports in addiliol1 to Citi Research research reports.
Important disclosure regarding the relationship between the companies that are the subject of this Cili Research research report and Morgan Stanley Smith
Barney LLC and its affiliates are available at the Morgan Stanley Wealth Management disclosure website at
www.morganstaniey.com/online/researchdisclosures.
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and
https.llwww.citivelocity.com/cvr/eppubliclciti_research_disclosures.
This CIti Research research report has been reviewed and approved on behalf of Morgan Starlley Smith Barney LLC. This review and approval was
cOrlducted 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 responsibility for the production of the Product is the legal entity which the first named author is employed
by. The Product is made available in Australia through 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, Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product is
made available in Australia to Private Banking wholesale clients through Cltigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Ply
Limited provides all fil1ancial product advice to Australian Private Banking wholesale clients through bankers and relationship managers. If there is any
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia. Citigroup
companies may compensate affiliates and their representatives for providing products and services to clients. The Product is made available in Brazil by
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Citigroup Global Markets Brasil- 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 - Associagao Nacional dos Bancos de Investimento. Av.
Paulista, 1111 -W andar - CEP. 01311920 - Sao Paulo - SP. If the Product is being made available in certain provinces of Canada by Citigroup Global
Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J
2M3, This product is available in Chile through Banchile Corredores de Balsa SA, an indirect subsidiary of Citigroup Inc., which is regulated by the
Superintendencia de Valores y Seguros_ Agustinas 975, piso 2, Santiago, Chile The Product is made available in France by Citigroup Global Markets
Limited, which is authorised and regulated by Financial Services Authority. 1-5 Rue Paul Cezanne, 8eme, Paris, France. The Product is distributed in
Germany by Citigroup Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin), CGMO,
Reuterweg 16, 60323 Frankfurt am Main. Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap, 571 of the Laws
of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup
Global Markets Asia Ltd, is regulated by Hong Kong Securities and Futures Commission, If the Research is made available through Citibank, N.A" Hong
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3Garden Road, Hong Kong. Citibank
NA 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, MumbaI400-02t The Product is made available in Indonesia
through PT Citigroup Securities Indonesia. 51F, Citibal1k 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 Indonesial1 citizens wherever they are domiciled or to Indonesian residel1ts except in compliance with
applicable capital market laws and regulations. This Product Is not an offer of securities in Il1dol1esia. The securities referred to in this Product have not been
registered with the Capital Market and Fil1ancialll1stitutions Supervisory Agency (BAPEPAM-LK) pursual1t to relevant capital market laws and regulatiol1s,
al1d may not be offered or sold within the territory of the Republic of Indonesia or to Indol1esian citizens through a public offering or in circumstances which
constitute an offer within the meal1ing of the Indonesian capital market laws al1d regulations. The Product is made available in Israel through Citibank NA,
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel. The Product is made
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority, Via dei Mercanti, 12, Milan, 20121,
Italy, The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Final1cial Services Agency, Securities
and Exchange Surveillance Commission, Japan Securities Dealers Associatiol1, Tokyo Stock Exchange and Osaka Securities Exchal1ge. Shin-Marunouchi
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japal1, If the Product was distributed by 5MBC Nikko Securities Inc. it is being so distributed under
license. In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website. If you have
questiol1s regarding Citi Velocity, please call (81 3) 6270-3019 for help. The Product is made available in Korea by Citigroup Global Markets Korea
Securities Ltd., which is regulated by the Financial Services Commissiol1, the Fil1ancial Supervisory Service al1d the Korea Financial Investment Association
(KOFIA). Citibank Building, 39 Da-dol1g, JUl1g-gu, Seoul 100-180, Korea. KOFIA makes available registration information of research analysts on its
website. Please visit the following website if you wish to find KOFIA registration il1formation on research al1alysts of Citigroup Global Markets Korea
Securities Ltd. http://dis.kofia.or.kr/fs/dis2/ful1dMgr/0ISFundMgrAl1alystPop.jsp?companyCd2=A03030&pageDiv=02. The Product is made available il1
Korea by Citibank Korea Inc., which is regulated by the Financial Services Commission and the Fil1al1cial Supervisory Service. Address is Citibal1k Building,
39 Oa-dong, Jung-gu, Seoul 100-180, Korea. The Product is made available il1 Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No.
460819-0) ("CGMM") to its clients and CGMM takes respol1sibility for its contents. CGMM is regulated by the Securities Commission of Malaysia. Please
contact CGMM at Level 43 Mel1ara Citibank, 165 Jalan Ampang, 50450 Kuala Lumpur, Malaysia in respect of any matters arising from, or in conl1ection with,
the Product. The Product is made available in Mexico by Acciones y Valores Banamex, SA De C, V, Casa de Bolsa, Integrante del Grupo Financiero
Banamex ("Accival") which Is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bal1caria y de Valores. Reforma 398, Col.
Juarez, 06600 Mexico, O.F. In New Zealand the Product is made available to 'wholesale c1i€l1ts' only as defined by s5C(1) of the Financial Advisers Act
2008 ('FAA) through Citigroup Global Markets Australia Pty Ltd (ABN 64003 114 832 arld AFSL No. 240992), an overseas fil1ancial 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 Cilibank NA Pakistan branch, which is regulated by the State Bal1k of Pakistan and Securities
Exchange Commissiol1, Pakistan. AWT Plaza, 1.1. Chundrigar Road, PO, Box 4889, Karachi-74200. The Product is made available il1 the Philippines
through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and Exchange Commission.
20th Floor Citibank Square Bldg. The Product is made available in the Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De
Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by The Bangko Sentral ng Pilipinas. The Product IS made available in Poland by Dom
Maklerski Banku Hal1dlowego SAan indirect subsidiary of Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego. Dam Maklerski Banku
Handlowego SA ul.Senatorska 16, 00-923 Warszawa. The Product is made available in the Russian Federation through ZAO Citibank, which is licensed
to carry out banking activities in the Russial1 Federation in accordance with the general banking license issued by the Central Bal1k of the Russian
Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets. Neither the Product nor any
information contained il1 the Product shall be considered as advertising the securities mentioned in this report within the territory of the Russian Federatiol1
or outside the Russian Federatiol1, The Product does not constitute an appraisal withil1 the meaning of the Federal Law of the Russian Federation of 29 July
1998 No, 135-FZ (as amended) On Appraisal Activities in the Russian Federation. 8-10 Gasheka Street, 125047 Moscow, The Product is made available in
Singapore through Citigroup Global Markets Singapore Pte. Ltd. ("CGMSPL"), a capital markets services license hoider, and regulated by Monetary
Authority of Singapore. Please contact CGMSPL at 8Marina View, 21 st Floor Asia Square Tower 1, Singapore 018960, 111 respect of any matters arising
from, or in connection with, the analysis of this document. This report is intended for recipients who are accredited, expert and institutional investors as
defined under the Securities and Futures Act (Cap. 289). The Product is made available by The Citigroup Private Bank il1 Singapore through Citibank, NA,
Sil1gapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of Singapore, Please contact your Private Banker in Citibank NA,
Singapore Branch if you have al1y queries 011 or any matters arising from or il1 connection with this document. This report is intended for recipients who are
accredited, expert al1d il1stitutional investors as defined under the Securities and Futures Act (Cap, 289). This report is distributed In Singapore by Citibank
Singapore Ltd ("CSL") to selected CitigoldlCitigold Private Clients. CSL provides no independent research or al1alysis of the substance or il1 preparation of
this report. Please contact your CitlgoldllCitigold Private Client Relationship Manager in CSL if you have any queries on or any matters arising from or il1
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 20001025866107) and its registered office



North American Pipelines
30 April 2013

CASE NO. 2013-0014B
ATTACHMENT 2

TO OAG DR NO. 1-183

Citi Research

is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South Africa, South African
Reserve Bank and the Financial Services Board. The investments and services contained herein are not available to private customers in South Africa. The
Product is made available in Spain by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. 29 Jose Ortega
Y Gasset, 4th Floor, Madrid, 28006, Spain. The Product is made available in the Republic of China through Citigroup Global Markets Taiwan Securities
Compal1y Ltd. ("CGMTS"), 14 and 15F, No.1, Songzhi Road, Taipei 110, Taiwan andlor through Citibank Securities (Taiwan) Company Limited ("CSTL"), 14
and 15F, No.1, Songzhi Road, Taipei 110, Taiwan, subject to the respective license scope of each entity and the applicable laws and regulations in the
Republic of China. CGMTS and CSTL are both regulated by the Securities and Futures Bureau of the Financial Supervisory Commission 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 CSTLl If the Product covers securities which are not allowed to be offered or traded in the Republic of China, neither the
Product nor any il1formation 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 financial products mentioned in the Product must take 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 (Thailal1d) Ltd.,
which is regulated by the Securities and Exchange Commissiol1 olThailand. 18/F, 221F and 29/F, 82 North Sathom Road, Silom, Bal1grak, Bal1gkok 10500,
Thailand. The Product is made available in Turkey through Citibank AS which is regulated by Capital Markets Board. Tekfen Tower, Eski Buyukdere
Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey. In the U.A.E, these materials (the "Materials") are communicated by Citigroup Global Markets
Limited, DIFC branch ("CGML"), an entity registered in the Dubai Intemational Financial Center ("DIFC") and licensed and regulated by the Dubai Financial
Services Authority ("DFSA") to Professional Clients and Market Counterparties only and should not be relied upon or distributed to Retail Clients. A
distribution of the different Citi Research ratings 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 to other matters which are not regulated by the FSAand further details as to
where this may be the case are available upon request il1 respect of this material. Cltigroup Centre, Canada Square, Canary Wharf, London, E14 5LB. The
Product is made available in United States by Citigroup Global Markets Inc, which is a member of FINRA and registered with the US Securities and
Exchange Commission. 388 Greenwich Street, New York, NY 10013. Unless specified to the cOl1trary, within EU Member States, the Product is made
available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority.
Pursuant to Comissao de Valores Mobiliarios Rule 483, Citi is required to disclose whether a Cili related company or business has a commercial relationship
with the subject company. Considering that Citi operates multiple busil1esses in more than 100 countries around the worid, it is likely that Citi has a
commercial relationship with the subject company.
Many European regulators require that a firm must establish, implement and make available a policy for managil1g confiicts 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:llwww.citivelocity.com/cvrleppubliclciti_research_disclosures.
Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific
transactions or recommendations.
The Product may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers. The Product is not to
be construed as providil1g investment services in any jurisdiction where the provision of such services would not be permitted.
Subject to the nature and contel1ts of the Product, the investments described therein are subject to fluctuatiol1s in price and/or value and investors may get
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject
to change. If in doubt, investors should seek advice from a tax adviser. The Product does not purport to identify the nature of the specific market or other
risks assocJated with a particular transaction. Advice in the Product is general and should not be construed as personal advice given it has been prepared
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice,
consider the appropriateness of the advice, haVing regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product.
With the exception of our product that is made available only to Qualified Institutional Buyers (QIBs) and other product that is made available through other
distribution channels only to certain categories of clients to satisfy legal 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 to circulate research posted on
such platforms to one or more clients by email. Such email distribution is discretiol1ary and is done only after the research has been disseminated via the
aforementioned distribution channels. Citi Research simultaneously distributes product that is limited to QIBs only through email distribution.
The level and types of services provided by Citi Research analysts to clients may vary depending on various factors 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, long term, short-term etc.), 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 Citi Research proprietary database, which includes Citi estimates, data from
company reports and feeds from Reuters and Datastream.

© 2013 Ciligroup Global Markets Inc. 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. All rights reserved. Any unauthorized use, duplication,
redistribution or disclosure of this report (the "Product"), including, but not limited to, redistribution of the Product by electronic mail, posting of the Product on
a website or page, andlor providing to a third party a link to the Product, is prohibited by law and will result in prosecut'lon. The information contained in the
Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this report, MSCI sourced
information is the exclusive property of Morgan Staniey Capitallntemationallnc. (MSCI). Without prior written permission of MSCi, this information and any
other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is
provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or
related to, computing or compiling the information hereby expressiy disclaim all warranties of originality, accuracy, completeness, merchantability or fitness
for a particular purpose with respect to al1Y of this information. Without iimiting any of the foregoing, in no evel1t shall MSCI, any of its affiliates or any third
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party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital
Intemational and the MSCI indexes are services marks of MSCI and its affiliates. The Firm accepts no liability whatsoever for the actions of third parties. The
Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the Product refers to website material of the Firm,
the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the Firm takes no
responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or hyperlink
(including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the linked site
does not in anyway form part of this document Accessing such website or following such iink through the Product or the website of the Firm shall be at your
own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website.
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INVESTMENT SUMMARY

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

Valuation - Atmos is currently trading 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 trade closer to the group multiple than it has
historically; however, it still deserves to trade at a discount given its
exposure to 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 to outperform in prolonged low
interest rate environments.

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 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.

Improving Growth Outlook From Regulated Operations Priced
into Shares, in Our View ~ We expect Atmos' regulated utility
operations will continue to provide the majority 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 base 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 yields 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.
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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%

Please see important disclosure information on page 4 of this report.
Page 1 of4 EdwardJonei



RECENT NEWS AND ANALYSIS
04/16/13: 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 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 last 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 to 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
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and regulatory risk. The company uses a disciplined
approach, and its plan is to only acquire if the acquisition
will likely increase profitability and is complementary to
Atmos' business model. In August of 2012, Atmos
completed the sale of distribution assets in Missouri,
Illinois and Iowa to Liberty Energy. The proceeds were
used to pay down 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 be less
than 10% of the total.

Regulatory Overview
Atmos' service area covers 9 states in the U.S. Through its
broad geographic operations, Atmos is able to diversify its
regulatory risks to some degree. Dealing with many
regulatory authorities lessens the effect of potential
negative outcomes. 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 other 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
regulatory 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 environmental 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
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is 53% based on our 2013 estimate. This is slightly lower
than the industry average. We continue to expect the
dividend to be covered by regulated utility operations.

Price ending Mar 4, 2013
Source: FactSet
These are unmanaged indexes and cannot be invested in
directly. Past performance does not assure future results.

RECENT STOCK PERFORMANCE

14%
4%
5%

17%
13%
13%

33%
13%
14%

ATMOS ENERGY
S&P 500 Utilities Index
S&P 500 Index

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 outright
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 to 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
outlook for the industry is improving.

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
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Atmos Energy Co~p.: Summary Financials
Prollt model 1$ mn) 9/12 9/13E 9/14E 9/1SE Balance sheet 1$ mn) 9/12 9/13E 9/14E 9/15E

Total revenue 3.438.5 3,502.5 3,612.8 3,723.1 Cash & equivalents 64.2 145,4 144.2 183.6
Cost of goods soId 12,114.3) (2,047.8) (2,047.8) 12,047,8) Accounts receivQble 234.5 500,9 500.9 500.9
SG&A (635.0) (672.61 (680,7) {694.5) Inventory 256,4 174,1 174,1 174.1
R&D 0.0 0.0 0.0 0.0 9t~er cLJ rrent assets 272,8 265,0 265.0 265.0
Other operating profit!lexpense) 0.0 0.0 0,0 0.0 Total current assets 828.0 1,085.4 1,084,2 1.123,6

ESO expense 10,4) 10.4) 10.4} (OAI Net PP&E 5,475.6 6,007.4 6,419.8 6,826.2
EBITDA 688.8 7B1.5 B83.8 98004 Net intangibles 740,8 740.8 740,8 740,8

Depreciation & amortization (237,5) 1252,4) 1287.61 1303.61 Total inv~stments 0.0 0.0 0.0 0,0

EBlT 451.2 529.2 595.2 676.9 Other long"lerm assets 451.3 463.5 463.5 463.5
Net interest incomeJ{exp-ense) 1141.21 (158.6) (198.91 1232.4) Towl asset. 7,495.7 8,297.2 8,708,3 9,154.2
Income/[iossl from associates 0.0 0.0 0,0 0,0

Others It4.61 1.7 2,4 2,4 Accounts payable 215.2 367,3 367.3 367,3
Pretax profits 295.4 372.4 399.7 446,9 Short-Ierm debt 571.1 981.0 1,006.0 1,006.0
Provision-for taxes (98.21 1144.4) (148.3) 1171.51 Other current liabilities 489.7 446,7 446.7 446.7
Minority interest 0.0 0.0 0,0 0.0 Total current liabilities 1,276.0 1,795.1 1,820.1 1,820.1
Nelincome pre--preferr~dlvlden ds 197,2 228,0 251.4 275.4 Long'lerm debt 1,956.3 2,056,4 2,308.4 2,606,4
Preferred dividends 0,0 0.0 0.0 0,0 Other long-term liabilities 1,904,2 1,938,8 1,938.8 1,938.8
Net Income Ipre-excePtlonals) 197,2 228.0 251.4 275,4 Total long-term liabilities 3,860.5 3.995.2 4,245,2 4,545.2
Post tax excepHonals 19,5 15.9 0.0 0,0 Total f,,!>ilities 6,136,4 6,790.2 6,065,2 6,365.2
Net income {post-exceptionalsl 216.7 243,9 251.4 276.4

Preferred shares 0.0 0.0 0.0 0.0
EPS Ibaslc, pre-except) 1$) 2,19 2.52 2.76 3.01 Total common equity 2.359.2 2,507.0 2.643.1 2.789.0
EPS Idiluted, p,..exceptl {f) 2.16 2.60 2.75 3.00 Mfnorrty interest 0.0 0.0 0.0 0.0
EPS {basic, posl.except) ($) 2.40 2.69 2,76 3.01
EPS {diluted, post-except) 1$) 2.38 2.68 2.75 3,00 Tntlllliabil1tles & equity 7,495.7 8,297.2 8,708.3 9,154.2
Common dividends paid (125.8) (127.51 1135.31 1149,5)

DPS 1$1 1.38 1.40 1.48 1.53
Dividend payout ratio 1%1 63.1 55.8 53.6 54,1 Additional finanda Is 9/12 9/14E 9/15E

Net debt/equity 1%1 104,4 119.9 122.9

Inlerest cOver (XI 3.2 3,0 2.9
G,owth & margins 1%) 9/12 9/13E 9/14E 9/15E Invemory day, 47,1 31,0 31.0
Sales growth (20.9) 1.9 3.1 3,1 Receivable dayS 27,0 SO.6 49.1

EBITDA growth 3.0 13.5 13.1 10,9 BVPS 1$) 25.88 28.92 30.36
EBITgrowth 2J 17.3 12.6 13.5
Net Income Ipre·except) growth 10,9) 15.6 10.3 9.6 ROA(%) V 2,9 3,0 3.1
EPS growth (O,a) 15,1 g.6 9.0 CROCI (%) 8,7 7,7 7,3 7.4
Gross margin 38.5 41.5 43.3 45,0
EBITDA margin 20,0 22.3 24.5 26.3 Do pont ROE (%) 8.4 9.1 9.5 9.9

EBIT margin 13,1 15.1 16.5 18.2 Margin 1%) 5.7 6.5 7,0 7,4

TumoverlX) 0.5 0.4 0,4 0,4

Cash flow statemant 1$ mn) 9114E 9/15E Leverage IX) 3.2 3.3 3.3 3,3

Net income 251.4 275.4
D&A add-back line!. ESDI 287.6 303.6 Free cash flow per share ($) (1.62) 13,411 11.771 (1,43)

Minority interest add-back 0,0 0.0 Free cash flow yield 1%1 {4,8} 19.01 (4,7) (3.8)

Net (inel/dec workJng capital 0.0 0.1)
Other operating cash flow 0,0 0.0
Ca slI flow from operations 539.0 579,0

Capital exp.nd~ures (732.9) (795.0) 1700.0) (710.01
Acquisitions 0.0 0,0 0.0 0.0
Divestitures 128.2 0.0 0.0 0,0

Others (4,61 (1.3) 0.0 0,0

Cash Ilow from investing 1609.3) (796.3) (700,0) 1710,0)

Dividends paid leommon & prof) (125,B) (127,51 1135,3) 1149,5)

Inc/Idee I In debt 97.1 506,9 275.0 300,0

Other financing cash flOWS 118.1) 11.9 20.0 20.0
Cash flow from financing 144.8) 391.3 159.7 170.5
Total cash flow 167.2) 81.2 11.2) 39.4

Note: L..s~ acillal vear may Tndude reported illld estimated dilla.

SOurce: Companydata1 Goldmim sDch$ Ros,sarch .sstimmes-,
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I, Theodore Durbin, hereby certiiV that all of the views expressed in this report accurately reflect my personal views about the subject company or
companies and its or their securities. I also certiiV that no part of my 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 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, CROCI, ROACE, and ROE. Multiple is a composite of one-year forward valuation ratios, e,g. PIE, 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 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 ofthe
environmental, social and governance issues facing their industry).
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America-Energy MLPs: Access Midstream Partners LP, Buckeye Partners, L.P., CVR Partners, LP, Chesapeake Granite Wash Trust, Delek Logistics
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Goldman Sachs Global Investment Research 3



February 27, 2013

CASE NO. 2013-00148
ATIACHMENT2

%~&s9~'h~?g~-~Jrp.(ATO)

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 months with: Atmos Energy Corp.
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Goldman Sachs had a non-securities services client relationship 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: Atmos Energy Corp. ($37.85)

Distribution of ratingslinvestment banking relationships

Goldman Sachs Investment Research global coverage universe

Rating Distribution Investment Banking Relationships

Buy Hold Sell Buy Hold Sell
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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 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 relationships; 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 investment 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 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 formal or if with respect to multiple companies which are the subject of this report, On the Goldman Sachs
website at http://www.gs.com/research/hedge.html.

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 Ply 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, BraOl:iI: Disclosure information in relation to CVM Instruction 483 is available at http://www.gs.com/worldwide/brazillarea/giriindex.html.
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
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
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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) l.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 ReselVe Bank of New Zealand Act 1989) 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 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 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.
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Buy IB). Neutral IN). Sell (SI -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy
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Pipeline/MLP Essentials: OKE, USAC highlight coming 40 earnings
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We update estimates for HEP and ATO.

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 will listen for management's plans to "backfill" that project.

Industry context
Earnings season for 402012 is winding down for Pipelines & MLPs, but the

ONEOK (OKE/OKS) and USA Compression (USAC) reports on Tuesday, Feb

26 highlight this week's offerings.

ONEOK; Commodity prices/spreads present mild downside risk
Earnings: We forecast 0 KE EPS of $0.49 ve rsus 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 4011 $1.26. Lower Natural Gas Liquids (NGL) "optimization" margins,

and higher debt/unit count are the key drivers of the YaY decline.

Guidance: For OKE, we forecast 2013 EPS/net income of $1.85/$377m n,

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 $4.05/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. ONEOK'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.

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 model 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.

Theodore Durbin
[2121902,2312 led.durbin@gs.com Goldmon, Sachs & Co.

Steve Sherowski
121219D2-5975 steve.sherowski@gscom Goldmon, Sochs & Co.
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Xian Yang
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Earnings summary

Remain Sell-rated on
HEP after 4012
results

Holly Energy Partners (HEP, Sell) reported 402012 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 4012 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 (4.8'7'0 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 organic 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
EPU/DCF/Distribution in $ per unit, Acquisitions/Equity offerings in millions of $

1Q13E 2Q13E 3Q13E 4Q13E

EPU $0.35 $0.31 $0.39 $0.45 $1.50 $1.44 $1.55 $1.49 $1.55 $1.59 $1.70 $1.54
DCF 0.57 0.52 0.59 0.56 2.35 2.29 2.40 2.36 2.50 2.46 2.55 2.51
Distribution 0.48 0.48 0.49 0.49 1.93 1.93 2.02 2.02 2.11 2.11 2.20 2.20
Coverage 1.21x 1.09x 1.22x 1.35x 1.22x 1.19x 1.19x 1.17x 1.19x 1.17x 1.1£x 1.14x

Acq ulsitl 0 ns 0 0 0 0

Source: Goldman Sachs Research estimates.

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

Atmos Energy (ATO) reported adjusted FY1 013 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 10.5% 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

2013E $2.50 $2.45 2.2% 782 778

2014E $2.75 $2.70 1.8% 884 877
2015E $3.00 $290 3.3% 980 952

2016E $325 $3.10 4.9% 1,060 1,017

Source: Goldman Sachs Research estimates.
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• We maintained our Buy rating and raised our 12-month EViEBITDA-based target price
by C$3 to C$50 after Enbridge Inc. (ENB.TO) reported 4Q12 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 4Q 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 ra ised our long-term esti mate 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

$35bn 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 to increase, including from existing

players like TRP.TO, KMP, PAA, and SXL, as well as traditionally 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 Solid4Q, but organic project
growth is the real story (February 20,2013).

• We maintained our Buy rating and raised our 12-month yield-based target price by $3 to
$69 after Sunoco logistics (SXl) reported 4Q12 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 80120 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 II, Mariner East II, Mariner South

(propane/butane Gulf Coast export facility) and ETP's portion of the proposed $2.5

billion Trunkline conversion. Additionally, SXL is using cash flows from outsized

marketing margins (which we conservatively model to normalize through 2016) to help
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fund fee-based project growth, partially offsetting the need for future equity financing.

We lowered ou r 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 40; 2013 guidance
implies best-in-c1ass distribution growth (February 21,2013).

• We maintained our CL-Buy and our 12-month SOTP-based target price of $45 after
Williams {WMB} reported 4012 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 4012 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, partially 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/Utica 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 news and developments
~~u~_~~u~~~_u~__~.u._u.,~~_.~_~~~u,~~~~ __"~~ __

• Plains All American (PAA, Cl-Buy, 12-month target price $60) plans to sell 800

miles of non-core refined product pipelines located in the Rockies and NMITX 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 (RDSl.

• 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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$0.740
$0.300
$0.635
$0.545
$0.120

$0.720
$0.270
$0.625
$0.545
$0.120

$0,698
$0.250

$0.625
$0.510
$0.120

OtherMLPs

CHKR Neutral $0,630 $0.630 $0.812
CMLP NC $0,500 $0,510 $0.510 $0.515
DPM NC $0.670 $0.680 $0.690 $0.690

LINE Neutral $0.690 $0.725 $0,725 $0.725
LNCO Neutral - -- $0,710 $0.703
NDRO Buy .- $0,434 $0,444 $0,429
NGLS Nc $0,643 $0.663 $0,680 $0.680
UAN Neutral $0,588 $0,496 $0.192 $0.228

GF'MLF's

AHGP NC

ATLS NC

ETE NC

NSH Neutral

XTXI NC

Diversified Pioellnes

ENB.TO' Buy $0.245 $0.283 $0.315 $0,283
KMI Buy $0.310 $0.360 $0.370 $0.370
OKE Neutral $0.280 $0,330 $0.360 $0,345
SE Neutral $0.280 $0,280 $0.305 $0,305
TRGP NC $0.394 $0,423 $0,458 $0,449
TRP.TO' Neutral $0,420 $0,440 $0,444 $0.440
WMB' Buy $0.250 $0,313 $0.339 $0.325

$0.544
$0.660
$1.290

$0.544
$0.660
$1.290

$0.544
$0,650
$1.260

$0,533
$0.620
$1.160

Liquids MLF's

BPL Neutral $1.038 $1,038 $1.038 $1,038

DKL Buy -- -- $0.224 $0,375

HEP Sell $0,443 $0.463 $0.470 $0.468

MMP Buy $0,408 $0.485 $0.500 $0.500
NS Neutral $1.095 $1,095 $1.095 $1.095
PM' Buy $0.513 $0.543 $0.563 $0.555
SXL Buy $0.420 $0,518 $0.545 $0.538

Average

Natural Gas MLPs

BWP NC $0,533 $0.533 $0.533 $0.532

ACMP Nol Rated $0,390 $0.435 $0.450 $0.450
EPB Buy $0,500 $0.580 $0.610 $0.610
ETP Neutral $0,894 $0.894 $0.894 $0.894

NKA Sell $0.350' $0,350' $0.350 $0.350

OKS Neutral $0.610 $0.685 $0.710 $0.710

PNG Nc $0.358 $0,358 $0.358 $0.359

SEP Neutral $0.475 $0,490 $0.495 $0.495
SMLP Neutral -- $0.410 $0,400

TCP Sell $0.770 $0.780 $0.780 $0,780

WPZ Buy $0.763 $0.808 $0.828 $0,823

Average

Propane MLPs

FGP NC $0.500 $0,500 $0.500 $0.500

NRGY NC $0.375 $0.290 $0.290 $0.292
SPH Neutral $0.853 $0.853 $0.875 $0.853

Average

Diversified MLPs

EEP Neutral

EPD Buy

KMP Neutral

Average

Exhibit 3: 4012 distribution estimate table
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Exhibit 4: Total return and yield-focused recommendations
Plains All American
(PAA) is our favorite
Energy MLP

The Williams
Companies (WMB) is
our favorite Diversified
Pipeline

Group average

Universe avg 8% 6% 15%

22%

17%

38%

18%

8%

17%

26%

9.6%7.0%

Buy
Buy
Neutral
Neutral
Neutral

For investors focused primarily on yield and return through cash distributions.

We believe these names offer the lowest risk among MLPs with an above-average
ield.

Group average

Energy MLPs avg (ex-GPs)

*. -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: higher/lower-than-expected distribution growth at the underlying 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
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0%

-5% -i-Ri-- --- -------- --- -- " "." ~ -------- -- - .

..10% ..L.. _

SE 10-yrT 'END 5&P OKE 'TRP WMB KMI

50% I··············.. ·········· ..···········..·..·..·········· -.-.---------.-..--.-.- - ..--.-" "." " "." ~ .._ - _.--, ----.-.- --.- -.-- --.--.-.-.--- '"

40% j.------ -.--------, ", ..",,,,,,,,, ,,,, ,..,.., , ---- ,,~- _~!!!t!:~!!!.!:J' ..__ ..__ __ .__ .. _.,_.""'''''''" ,,',, ,., " ,,,.... I
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10% 1---,c'-------.---

-10%

-20%

20% T"""--..- ..- ....-----...--------------------------

15% +---------------.------.-------------------i!i!.----.-

10% 1---:'t':------·-..·--·---··- ..........·.. ·.. ----------·-··---··-,''7''--,,,,,,---,,--..

-10%

NJR PNV GAS AGL WGl SJI 10-yrT S&P NI ATO

• Note: Prices in Canadian dollars,

Source: FactSet.

Exhibit 6: Alerian MlP Index returns, by month
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Source. FactSet.
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Natural gas liquids (NGLs) data points

Exhibit 7: Natural gas liquids (NGLs) fractionation margins
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10.36
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1.69
2.62
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1.50

1.28
2.21

12.9B
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13.28

13.98

10.17

6.55

7.47

8.16

5.78

2.73
2.99

1.51

2.11

1.80
2.58

14.60

12.80

15.47

16.83
11.61
8.12

8.55

6.40

4.44
1.13
2.28

0.89

1.15
1.24

2.10

5.98
6.21
8.28
12.18

8.43
5.35

6.58

0.59

0.62
1.15

1.80

5.19
3.25

0.58

1.75

0.39

0.67
3.28

7.69

4.70
3.40

4.74

Source: Goldman Sachs Resealch estimates, Bloomberg.

Exhibit 8: Natural gas liquids (NGLs)-to-Oil ratio
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10%

71%

76%
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71% 105% 41%

18% 80% 73% 96% 45%

19% 77% 75% 96% 46%

32% 84% 79% 97% 57%

33% 82% 74% 90% 55%

37% 73% 71% 87% 56%

46% 87% 83% 98% 66%

42% 65% 79% 77% 91% 61%
46% 68% 86% 81% 94% 65%

:;';;'+---;~"'~::'~'---;':::=~;---7.~~=~;---:",~,,~;---,1:'908=1~7'%-_;':'~~~'---4 20%

42% 66% 87% 80% 93% 63%

53% 76% 91% 86% 95%
56% 81% 95% 93% 102%

Source: Goldman Sachs Research estimates, Bloomberg.

Exhibit 9: Propane inventories, and Ethane-Propane days in storage
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blJls -..- Ending Stocks·
(tllfls) 2.013

SOUlce: Energy Information Administration lElA), Goldman Sachs Research estimates.
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Exhibit 10: Diversified Pipelines valuation overview

En brldg€ Inc. 'ENS Suy $43,97 $50 16,6% $126 2.9% $34,956 $55,078 $1.46 S1.59 $1,75 $2,20 $2.55 $3,00 15.5% 30,1 27,6 25.1 20.0 17.2 14,7
Kinder Morgan Inc. KMI Buy 37.00 S41 14.8% 1,48 4,0% 38,443 50,993 0,91 1.18 1.65 .,- ,75 1.80 1,90 15.9% 40,7 31.4 22.4 21.1 20.6 19,5
ONEOK, Inc, OKE Neutral 4741 $53 14,8~'o 1.44 3.0% 9,954 12,331 1.67 1.63 1,85 2.20 2,55 2,75 10.5% 28,4 29,0 25,6 21.5 18.6 17,2
Spectra EM rgy Co rp. SE Neu1ral 29.52 $29 2.4% 1,22 4,1% 19,424 31,730 1,78 1.43 1,50 1,70 18O 1,95 1.9'% 16,6 20,6 19.7 17.4 16.4 151
Targa Resources Corp, TRGP NC 61,03 - - 1,83 3.0%. 2,581 1,88fj 0.74 0,86 1,14 1,90 2.47 - - 82.5 71,0 53.5 32.1
TransCanada Corp, -TRP Neutral 47.54 $48 4.8% 1,84 3.9~/r,> 33.516 55,377 2.23 1,92 2.25 2,85 2,90 300 6.1% 21.3 24,8 21.1 16.7 16.4 15,9
The Williams Com pani€ls WMS" Buy 34.44 $45 34,6% 1,36 3,9i;l/() 22,129 22,953 1.49 1,11 1,00 1.45 1.65 1,90 4.9% ill ill 34.4 23.8 20.9 1!U

Pipelines - A vSf8ge 14,7% 3.5% 9.1% 34.7 33,6 28,8 21.8 18.3 16,7

"'"Sf
c:
"-<
'".en

'"~
w

Tie,,,, 21l1;lE:, '2016102011... 201210 201410 20155

Enbridge lnc. 'ENS 5.1% 18.4% 67.6% 3,5 5,2 A- Baa1 $3,326 S3.424 $4,523 $5,210 S5,811 S6,447 14.2% 16.6 16,1 12,2 10.6 9.5 8.5
Kinder Morgan Inc. KMI 6,8% 18.8% 47.4% 6,9 3.0 B6 Ba2 1,313 2,113 3,370 3,251 3,179 3,354 20.6% 38.8 24.1 16.1 15.7 16,0 15,2
ONEOK, Inc. OKE 11.7% 15.8% 53,7% 10,3 2.2 BBB Baa2 1,022 1,021 1,160 1,375 1,485 1,537 8.5% 12.1 12,1 10,6 9.0 8,3 8,0
Spectra Energy Corp. SE 8.9% -2.8% 57.9% 4,0 4,8 BBB+ _. 2,937 2,625 2,938 3,382 3,506 3,651 4.4% 10,8 12,1 10.8 9.4 9,1 8.7
TransCanada Corp. 'TRP 1.1% 16,7% 58.8% 4,4 5.0 A- Baa1 4,960 4,469 4,910 5.640 5.768 5,919 3.6% 11.2 12.4 11.3 9,8 9,6 04
The Wlnlams: Companies WMS" 5.2% 22.6'% ~ 1JL!!. Q2 SSB- Baa3 2,985 1,552 1,673 2,255 2,530 2,745 ~ U 1M. 13,7 1Q2 II M

PjpeHnes - Average 6.3% 14.9% 62.3% 7,6 3,5 8,3% 16.2 15,3 123 10,8 10,3 9.7

otes:

.. ~ all figures forTRP an;j ENB are in Canadian Dollars

... - denotes ConvicHon Llst steck

EV::: EqUity Market Cap + Net Debt + Mtnarity Interest + Preferred + [Other]
NR - Not rated; NC ~ Not covered
Nat covered (NC) company estimates are based on Thomson One AnaJytlcs' consensus

Source: Company data, Goldman Sachs Research estimates, FactSet, Thomson One Ana/ytlcs,

Exhibit 11: LDC valuation overview

AG L Resm.m::~ GAS Neutral 39,79 S39 2.6% 1.84 4.6% S4,683 $0,125 $2.84 $2.46 $2,60 $3,DO $3,25 S3.4D 3.7% 14.0x 16.2x 15.3x 13,3. 12.3. 11.7x

Almas En ergy ATO Neutral 37.9B $38 3.7% 1.36 3.6% 3,468 6,006 2,19 2.16 2..50 2.75 3,00 3.25 8.2% 17.3x 17.6x 15,2x 13.8x 12.7x 11.7x

Nlsourc8, Inc. NI NC 27,20 0,96 3.5% 8,440 16,460 1.35 1,45 1,55 1,67 1.76 NA 20.1x 18.8x 17,5)(

N~w Jersey Resources NJR NC 44..07 1,62 3.4% 1,838 2,768 2,61 2,71 2..56 2.70 2.55 NA 16.9x 16.3x
Predmont Nalllrar Gas CD. PNY NC 32,50 1.20 3.7% 2,348 3,6B6 1.57 1.62 1,74 1,BO 1,96 NA 20.7x 20.1x 18.7x

South Jersey Industries SJI NC 65.26 - 1,61 2,9% 1,718 2,642 2.67 2.88 3,11 3,38 3.60 NA :W,7x 19,2x
WGL Hordings WGl Sell 42.25 $37 &&li 1.60 ~ 2,184 3,131 2.25 2,68 240 2.60 2.85 3,00 ~ .1IlJll; ~ 1L!ll\ 102>< 11.llJ< :l1..lZ

LDCs - Average -0.8% 3.7C/c 5.9% 1B.4x 17.1;( 16,9x 14.4x 13.2x 12.5x

»
3
";
0'
"OJ

AGL Resources

I
GAS

I
07'/0 1:6"/0

I
57,3% 5,1x 4.6x BBB+- $626 $1,025 $1,138 S1,213 $1,270 $1,309 15,9% 14.6:< 8.9::< 8,Ox 7,5x 7.2x 7.0x "

Atrnos Energy ATO 81% 21,7% 52,3% 4.4:0:: 4,2.< 6B8+ Baa1 669 694 782 8B4 980 9,6% 9,Ox 8,7x
-0

1,060 7.7x 6.8x 6.1x 5,7x is'
WGL Holdlngs WGl MJI, ~ 11.lli !LZl< ;lJll< A+ 335 362 355 403 437 466 M.%. !Ul< ~ ~ La;; U!< o.z. ~

LOCs • Average 59% 9.2% 50.4% 5.2x 3,9x 10.8% 11.Qx 8.7x 8,2;( lAx 6.8x 6,6x 5'
rp
{j>

co
Nor covered (NC) c()mPBny estima/es are based on 11wmson One Anafytics' consenSl1S '"D.

;:;:
Source: Company data, Goldman Sachs Research estimates, FactSet, Thomson One Analytics. r
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Exhibit 12: Energy MLPs valuation overview

······························.1 .. 1:1·.·::. I ill.1--IIII".i'" ill~~3 1~\~~Il~%kW
.....

li·c~f[~~J· II1;i~t.y:;~11 IUn~~l:/ '1<'<•• " 1
1

• :: ·IJ,,· ""~~a!..•....•:l··WIIllli .. IG. ,.;'zof2E21l13E'201.o\g Xi6j~~/.. <. 1:~6t""1I.1 DlStrll> Vi"I<l 2DHA 2D12E2D13EL '2{li4i!~D15E2t)1tle: cAGR

DrYerslfied M LPs
Enbridge Energy Partners EEP Neutral $27.85 $33 2B% 52.17 7.8% 0,0% $7,298 $13,757 $1.36 $1.09 $1.05 $1.75 $1.90 $1.95 7.6% $2.11 $216 $2.17 $2.24 $2.31 $2.38 2.4"%)
Enbndge Energy Management EEQ Neutral 28.66 $35 30% 2.17 7.6% 0.0% 1,161 13,757 1.36 1.09 1.05 1.75 1.90 1,95 7.6% 2.11 2.16 2.17 2.24 2.31 2.38 2.4%
Enlerpnse Prod LJets Partners EPD Buy 5585 $66 23%. 2,64 4,7V~ 6.9% 50,416 67,137 2.21 2.62 2.65 2.85 3.20 3.50 9,6% 2.44 2.57 2.i6 2.95 3.15 3.37 6,7"/0
Kinder Morgan E"ergy Partners KMP Neutral 85.55 $83 13% 5.16 6.0% 3.9% 21.880 48,120 1.75 2.34 2.40 2.20 2.35 2.10 3,8% 4.61 4.98 5.28 5.49 5.66 5.83 4,8%
Kil"lder Morgan Management KMR Neutral 81.84 S59 ~ 5.16 ~ .li%. 9,428 48,12G 1.75 2.34 2.40 2.20 2.35 2.10 3.8% 4.61 4.98 5.28 5.49 5.65 5.83 4.8%

Dfversfffed MLPs - Avg 21% 6.5% 2.9% 8.5% 4.2%

Liquids MLFs
Buckeye Parirlars BPL Neutral $53.96 $55 10% $4.15 7,7% 12% $5,316 $7,706 $2.89 $2.97 $3.55 $4.00 $4.30 $4.50 9,2% $4.08 $4.15 $4.16 $4.37 $4.70 $5.05 4.4%
Delek Logistics Partners DKL Buy 27.66 $28 7% 1.50 5.4% 10.7% 664 717 0- 0.74 1.50 1.60 1.90 2.00 NA _. 1.50 1.60 1.70 1.80 1.91 NA
Hally Energy P<':IrtnefS HEP Sell 38.81 $35 -5% 1.88 4.8% 4.3% 2.204 3,076 1.30 1.36 1.50 1.55 1.65 1.70 5.6% 1.74 1.84 1.93 2.02 2.11 2.20 4.8%
Magellan Midstream Partners MMP Buy 49.37 $56 17% 2.00 4.1% 11.0% 11,226 13,416 1.90 2.05 2.30 2.55 2.85 3.00 9.5% 1.59 1.88 2,14 2.41 2.66 2.97 13.4%
NuStar Ellergy, Lp Ns Neutral 50.34 $60 8% 4.38 8.7% 0,0% 3.921 5.931 2.92 0.65 1.65 3.00 3.50 3.60 4.3% 4.36 4.38 4.38 4.38 4.42 4.49 0.6%
NuStar GP HoldingS NSH Neutral 29.62 $32 16% 2.18 7.4% 0.0% 1,257 1.253 1.64 0.05 1.48 1.88 2.06 2.12 5.3% 1.98 2.11 2.18 2.26 2.34 2.41 4.0%
Plalns All American Prpeline PAA~ Buy 53.99 560 15% 2.25 4.2% B.9% 18,195 23.665 2.63 3.37 3.10 2.75 2.55 2.45 ~1.4% 1.99 2.16 2,38 2.57 2.70 2.84 7.4%
Sunoco Loglstrcs Partners SXL Buy 61.54 $69 15% 2.07 3.4% ~ 6.394 8,019 3.01 4.12 2.85 2.85 3.05 2.85 .:.ll'!i 1.64 1.96 2.47 2.69 2.90 3.10 ~

UqlJids MLPs - Avg 10% 5.7% 7.1% 4.5% 6,9%

Na~ural Gas MLF'"s
Access Midstream Partners LP ACMP NR $36.67 - - $1.80 4.9% 13.8%. $5,440 $8.674 $1.37 $1.30 $1.50 $1.80 $1.65 $1.75 5.1% $1.46 $1.71 $1.95 $2.15 $2.31 $2.42 10,4%
Baardw<llk P'lpellne Partners BWP NC 26.18 NA NA 2.13 8.1% NA 6,032 9.587 1.41 1.43 1.38 1.49 1.65 - NA 2.11 2.13 2.14 2.16 2.24 2.32 NA
E1 paso Pipeline Partners EPB Buy 41.94 $47 18% 2.44 5.8%, 6.6% 8.059 13.191 2.03 2.23 2.15 2.35 2.30 2.36 2.9% 1.93 2.25 2.54 2.72 2.86 2.91 8.6%
Energy Transfer Equrty1 ETE NC 51.74 NA NA 2.54 4.9% NA 14,485 NA 1.38 1.13 2.36 2.99 3.29 - NA 2.44 2.51 2.75 J.07 3.66 4.18 NA
Energy Transfer Partners ETP Neutral 47.19 $46 5% 3.58 7.6% 1.7% 11.623 20,553 1.58 1.19 2.10 2.85 3,15 3.20 15.2% 3.58 3.58 3.62 3.71 3.90 4.0S 2.7%
Niska Gas Storage Pa:ri:ners~ NKA Sell 11.82 511 5% 1.40 11.8% 0.0% 807 1.541 0.56 0.52 0.30 0.60 0.85 - NA 1.40 1.40 1.40 1.40 1.40 - NA
ONEOK Partners OKS Neutral 58.43 $53 13% 2.84 4.9% 8.0% 12,844 18,583 3.35 3.10 2.40 2.75 3.05 3.05 -1,8% 2.37 2.69 2.94 3.09 3.24 3.34 7,1%
PM Natural Gas Storage PNG NC 20.96 NA NA 1.43 6.8% NA 1,195 NA 1.04 1.04 0.93 0.97 1.01 - NA 1.41 1.43 1.45 1.47 1.55 1.50 NA
Spectra Energy Parb1ars SEP Neutrar 36.39 $34 -1% 1.96 5.4% 5.1% 3,504 4,044 1.65 1.50 1.50 1.55 1.55 1.60 -0.6% 1.87 1.95 2.05 2.13 2.22 2.31 4.3%
Summit Midslream Partners SMLP Neutral 21.67 $23 14% 1.80 7.4% 12.5% 1.080 1A1S - 0.73 0.85 0.90 0.95 0.95 6,9'll~ - 0.43 1.73 1.85 1.97 2.09 6.5%
TC Prpeilnes, Lp TCP Sell 45.43 $44 4% 3.12 6.9% 1,3% 2,431 3,115 3.03 2.57 2.50 2.55 260 2.70 -2.3% 3.06 3.11 3.15 3.31 J.47 3.65 3.6%
USAC Compression Partners USAC Suy 18.34 $20 18% 1.70 9.3% 0.0% 534 567 -' -" 0.58 0.73 0.73 0.74 8.2% -- "" 1.70 1.80 1 ..89 1.95 4.6%
Williams Partners WPZ Buy 51.34 $66 ~ 3.31 6.4% ~ 19,596 27,290 3.72 1.98 2.55 3.25 3.40 3.55 -1.0'%. 2.96 3.21 3.46 3.72 3.94 4.14 ~

Nat Gas MLPs • Avg (ex"NKA) 13% 6.5% 5.3% 3,4% 5.5'%

Propane MLPs
AmetiGas Partners APU NC $43.04 NA NA $3.20 7.4% NA $3,995 $6,255 $2.73 $0.22 $2.44 $2.82 $2.82 - NA $2.93 $3.16 $3.29 $3.40 $3.53 - NA
Ferrelrgi::ls Partners FGP NC 20.03 NA NA 2.00 10.0% NA 1.583 2.805 (051) (0.17) 0.59 0.61 0.64 -" NA 2.00 2.00 2,00- 2.00 2.00 - NA
lnergy, lP NRGY NC 19.62 NA NA 1.16 5.9% NA 2,465 3,207 040 0.11 0.33 0.54 0.62 - NA 2.52 1.75 1.19 1.31 1.47 - NA
Suburban Propano Partneffi SPH Neutral 42.13 $46 17% 3.50 ~ 2.3% 2.416 3,687 3.24 0.62 2.20 3.50 3.80 3.80 ~ 3.41 3.41 3.50 3.70 3.92 4.12 3.8%

Propane MLPs - A verag8 17% 7.9% 2.3% -, 3.8%

E&P MLPs{Roya ltv Trusts
Linn t:'nergy LINE Neutral $38.49 $47 30% $2.90 7.5'% 5,0% 7,609 15,815 $1.81 $1.54 $2.55 $2.50 $2.65 $2.75 6.7% $2.73 $2.90 $3.05 $3.20 $3.29 $3.39 4.4%
LillneO LNCO Neutral 39.27 $44 19% 2.84 7.2% 2,0% 1,366 15,815 - $0.67 $2.90 $2.98 53.07 $3.16 3.0% - 0.67 2.90 2.98 3.07 3.16 3.0%
Chesapeake Graraile Wash Trust CHKR Neutral 17.71 $19 22% 2.52 14.2% - 828 827 1.14 2.52 3.13 3.25 2.76 1.82 NA 1.16 2.85 3.13 3.25 2.76 1.83 NA
Enduro Royaity Trust NDRO Buy 16.45 $21 38% 1.74 1QJl%. ~ 543 543 0.83 1.74 1.75 1.74 1,n 1.47 Ji', 1.26 1.74 1.78 1.74 1.77 1.47 Ji',

E&P MLPs - A v8f-aga 27% 9.9% 3.6% 5.8% 3.7%

Other MLPs
CVR Partners~ UAN NeLlt~l $25.15 $29 22% $1.80 7.2% "0 $1.841 $1,785 $1.77 $1.55 $185 $1.65 $1.95 $1.80 {).4°;~ $1.57 S1.85 52.05 $1.75 $2.15 51.95 4.5%

Averages
El1ergyML?s "" "0 - - 14,3% - 6.3% 5.3%
Energy MLPs (ex"GP MLPs) "0 .0 - - 14,2% - 6.3% 5.6%

EV "" Equity Markel cap -T Ne~ Debt + Minority lnteresl + Preferroo + [Other]
NR" Not rated; NC" Not covered; Cs - Coverage Suspend@d; NCICS esHrnates are based on Thomson One Analyiics' consensus

,.* - denotes Conviction List stock
1 • ETE ngtJrlls <'lre dri'J.m by our !lslimatlB fur ETP. r~pectl\iel)'. Olnd oompanl' dala.

2- NKA rnpo~ 3,'31 f1Sl::sl yearend

3 - UAN distribulioo a dE:3ODLmt of GS 2012-14 forl)CC!sls, usintl 5% <Jll'lccuJ'tt tat"

Source: Company data, Goldman Sachs Research estimates, FactSet, Thomson One Analvties.

-n
<1J
v-
i:
OJ

-<
N
,CJ1

N

S
W

»
3
ell,,'
OJ
~

"1J
15'
"'5'
<1J
en
OJ

'"CL

~
r
J?



CASE NO. 2013-00148

ATTACHMENT 2
TO OAG DR NO. 1-183

Gl "'"0 Exhibit 13: Energy MlPs valuation overview g-o:: c
3 ru
ru -<
:::> N
V1 ,m
ru
0 N
::T S"Gl Dlversffled MLPs W

0 Enbrldge Et1ergy Pal1hers EEP 2% ~8% 52% 3.2 5.1 8BB Baa2 $2.27 $1.86 $1,80 $2.45 .2.60 $2.65 3.1% 1.08 0.8£ 0,83 1,09 1.13 1.11 9.5% 7.2% 7.0% 10,9'%
rr Enbrldge Em:!rgy Manageml'll"ll EEQ 1% ~7% 52%, 3,2 5.1 888 8aa2 2.27 1.86 1,80 2.45 2.80 2.85 3.1% 1.08 O.B6 0,83 1,09 1.13 1.11 9,5% 7.2% 7.0% 10,9%

"'- Enterprise Pmducts Partner:; EPD 13% 14% 56% 5.1 3.9 888- NR 3.17 3.50 3.75 3,85 4.25 4.55 7.5% 1,30 1,36 1.36 1.31 1.35 1.35 15.9% 18.1':/;' 18,5% 17.5%

:::> Krnder Morgan Energy Partners KMP 10% 2% 60% £.5 4.1 BBB Baa2 4.10 4,64 5,50 5.40 5,45 5.05 4.3% 0,89 0.93 1.04 0.98 0.96 0.B7 7,9% 10.6% 11.0% 11.3%
< I<rnd~r Morgan M~nagemen' KMR 10% lli ~ .§.& 1J. 8BB Baa2 4.10 4.64 5.50 5,40 SA5 5.05 :f....,Uk Mll. 0,93 1M 098 Q2§ .QM 1..Jt% ~ 11.0% 11.3"/~
(J)

12.4%" Diversified MLPs "A veragB 7% 2% 56% 49 4,4 4.5% 1.05 0.99 1.02 1,09 1.11 1,06 10,1% 10.7% 10,9%

3
'" U ulds MLPs:::>

$5,20~ Buckeye Partners 8PL 21% -4% 51%· 4.6 4.2 8BB Baa3 $3.58 $3.91 $4,60 '5,6D $5,85 10.3% D,8S 0,94 1,11 1.19 1.19 '1.16 15.2% 12.7% 14,0% 14,7%
::JJ Delek Logistics Partners DKL - 31% 18,3 1,1 1,24 1,75 1.80 2.10 2.20 NA - Q.82 1,09 1,06 1,17 1,15 15.1%, 27.0% 26,6%
(J)
en Holly Energy Partners HEP 19% 35"/0 48% 3.7 3.8 BS Ba3 1.77 2,33 2.35 2,40 2.50 2.55 7.6% 1.02 1.27 1.22 1.19 1.19 1.16 8,7% 8,6'''10 9,5% 10.4%l
(l) Magellan Midstream Partnors MMP 15% 42'% 61%, 5.5 3,4 888 Baa2 2,08 2,30 2,60 2.95 3.30 3,45 10.7% 1.31 1.23 1.21 1,23 1,23 1,16 28.8% 30.5% 31.3% 30.4%Q)

('J NtlSlar Energy, LP NS 21% -9% 40% 4.2 5,4 BBB- t3aa3 4,78 2,95 3.50 4,70 5,20 5.30 2,1% 1.10 0,67 0,80 1.07 1.17 1.18 7.0'% 1,8% 5,2% 10,1%
::T Plains All American Plpelrne PM-- 21% 38% 40% 6,5 2,9 888- Baa2 2,94 4,21 3.55 3,30 3.10 3.0D 0.4% 1AB 1.95 1.49 1,28 1,15 1,06 16.6% 18,7% 155% 13.2%

Sunoca La£Jl~tJGs Partner.> SXL ~ m §£6. !!2 l& B8B NR 3,43 4,96 4.25 4,30 4,55 4.45 ~ 2.1Q 2.dii .in. i§.Q 1.57 1£i ~ ~ n.d%. ;DJ;%
Liquids MLPs - Average 20% 26% 46% 7.3 3.4 6.1'% 1,31 1,34 1.23 1.23 1.24 1.19 17.9% 17.7% 17,8% 18.1%

Nawral Gas MLPs
Access Midstream Par1mw; LP ACMP 11% 35% 34% 6,9 3.1 NR NR $1,81 $1.92 $2.40 $2.55 $2.60 $2.70 8.4% 1.22 1,12 1.23 1,19 1,13 1,12 82% 8.1% 9.1% 8.7%
EI Paso Pip~nne Partners EP8 15% 17% 68% 4.0 3.9 BB NR 1,92 2.69 2.65 2.95 2,85 2,85 8.2% 1.00 1.19 1.04 1.09 1.00 0.98 11.5% 11,3% 10,8% 11,8%
Energy Tmnsfer partners ETP 12% 7% 57% 5,8 3,2 B8B- Baa3 3,01 3.28 4.80 5,55 5.85 5.95 14.6% 0.84 0,92 1,33 1,50 1,5D 1.45 6,5% 3,6% 6,3':>/0 8.8%
Niska G<lS Sto r~ge Pi3 rtners1 NKA 12% 41% 55% 2.1 4.2 BB- Bl 1.14 1.29 1.11 1.46 1,71 NA 0,82 0.92 0,80 1.05 1.22 - 2.3% -23.5% -6,5% 3.5%
ONEOK Partn~rs OKS 10% 1% 51% 4,8 4,3 888 8aa2 3.90 3.69 3.15 3.70 4.05 4.05 0.7% 1,65 1.37 1,07 1,20 1.25 1.21 20,8% 17.3% 11.7% 12.8%
Spec.\r<l Energy POl rtners SEP 18% 16% 24% 6.8 2.9 BBB 8a:s3 2.07 2,02 2,10 2,20 2,20 2,25 1.6% 1.11 1.04 1.02 1.03 0.99 0.97 9,9% 9,0% 8.7% 9.0%
Summft Mlchlre<lm Partn~rs SMLP 34% 13,1 1.6 B88 NR 1.74 1.95 2.05 2.20 2.25 6,6'% 1,13 1,11 1.12 1.08 5,5% 4.8% 5.4%
re Plperln8s, LP rcp 14% 3% 35% 5.7 3.8 NR NR 4.43 3.73 3,95 4,00 4,05 4,15 -1.3% 1.45 1.20 1.25 1.21 1.17 1.14 12,8% 10.6% 10:6% 10.7%
USAC Compress1Dn partno'll'S USAC 43% 6.4 4.7 - 1.82 2.02 2.07 2.12 5.3% - 1.07 1,12 1,10 1.09 0,0% 1,3% 4,0% 4.5%
Williams PartmlTs WPZ 1.% ~ ;IT..%. .M 1£! B8B· Baa2 4.49 2.98 3.40 4,15 4,20 4,30 -0,8% 1.52 093 ~ ill ill 10.0% ~ ~ ~

Natura) Gas MLPs • AveroOlge 12% 13% 45% 5,3 3,8 4.6% 1,20 1.09 1,09 1,17 1,16 1.14 9.1% 4,9% 7.0% 9.0%

E&P MlPs/RoyaltvTrusts
Linn Energy I LINE I 11% 10% 66% 4,9 3,4

I
8+ 81

1
3

.

,0 3.69 4.10 3.90 3.70 3,10
0,0% 11.14 1,27 1,35 1,22 1,12 0.91 10,1% 8.5% 12.7% 12.7%

Linnea LNco - - 0% 0,67 2,90 2,98 3,07 3,16 3.0% - 1.00 1.00 1,00 1,00 1,00 8,4% 8.7%
CheS3p!'l3k~Granite Wash Trust CHKR 11% 0% NR NR 1.14 2.82 :3.13 3.25 2,76 1,82 9,8% 0.98 0,99 1,00 1,00 1,00 1.00
Endum Royalty Trust NDRD -1% - 0'% - - NR NR 0.83 1.74 1.78 1.74 1.77 1,47 12,2% 0.66 1.00 1.DO 1.00 1.00 1,0-0

IOtherMlPs
SPH 11% 3% 60% 3.4 3,9 BB- 8a2 $3.96 $1.56 $3.90 $5.15 $5.45 $5.45 6.6'J!~ 1.16 0.46 1,11 1.39 1,39 1,32 I 6.5% 1,3% 5.9% 7.7%Suburban Propane Partners

CVR Partners UAN 0% - 21% 34-.9 0.8 NR NR 1,94 1,72 2,05 1.75 2,15 1,95 0.1% 1.24 0.93 1.00 1.00 1.00 1.00 --

Energy MLl='s • Average - 13% 14% 48% 5,8 3.8 - - - ,. - 5,1% 1.1~ 1.12 1_12 1.18 1,18 1.15 111,7% 10.1% 11.3% 12.6%
Alerlan MLP Index AMZ 11% 5%
S&P 500 sex G% 11%

! ! I

NUSt::1f GP Holdings NSH 9% -10% 10,2 25% 132 49% 52% 1.97 2.13 2,16 2.26 2.28 2.33 3.5% 13.B 13,6 13,0 12,9 12.6

EV;:;: E:qulty Market Cap + Net Debt + Minority Interosl + Preferred + IOlh9TJ
NR- Nnt rated: NC - Not covered"; CS - Coverage Suspended; NC/CS (jstlmflles ara based on Thomson One Analylics' carcsenSLJS

** • denotes Convlctlo n List stae k :J>
1 NKA I'\;pO~ 31~1 fiM:al ~r en~ 3

(J)

n'
Source: Company data, Goldman Sachs Research estimates, Fa ctSet, Thomson One Anal'(tlcs. ru
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Upcoming events

Exhibit 14: Upcoming events

Monday Tuesday Wednesday Thursday Friday
25-F.' .21"••b ,t"'.. < 2H.t HolO!

LISAC: 402012 10:00 am ~ UAN: 402012 11:00 am ET
866-314-4665, ie: 56463737 en-407-OO2.9. iet NA

OKE I OKS: 4Q2.01211~OO am ET

885427--9421, id: 2364004

.... A-IIIat , > "s.M., , :> 02 ............. .<a-.M..

EEP In.....esto-r Day

New York City, NY

..
, 1-11I" , ,... •• 8 8 ~ ...............•......... ." ., 1<l-Mar 15-'M",

5MLP: 4.Q.i~121':30am ET

847-413.-3362, id: 34257638

..... , \$-I/l;" .:: ....................................... <~,,,. :, .,., "2lJ·M3I ..... ....... ."....., < 22,M",

Source: Company data.
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Company-specific risks
.~----

Exhibit 15: Company-specific risks

Diversified Pipelines
ENB.TO Enbridge Inc. Buy C$ sa EVIEBITDA
KMI Kfnde,. Morgan Inc. Buy 541 SoP

OKE ONEOK Inc, Neutral $5, SoP/NAV
SE Sp~tra Energy Neutral $2. EV/EBITDA

TR?TO Tran:sCanada Corp. Neutral C$ 48 EVIEBITDA

WMB- $45 EVIEBITDA

Master limited Partnerships (MLPs)

ACM? Access Midstream Partners L? Not Ra~ed NA NA
BpL Bu ckeye Parln.e-I"S Neutral $55 Yield.-base-d

CHKR Ches2peake Granitl} Wash Trust Neutral $19 Yield-based
DKL Dalek Loglestlc:s Partners Buy $28 Yleld-based
EEP Enbrldge EI1e-rgy Partners Nau~rar $33 Yit!ld--b<'sed
EEQ Enbrldge El"Ie-r~yManagemerrt Neutral $35 Yield~ba:sed

EPB EI Paso Pipe-line Partners Buy $47 Yield~ba5ed

EpD Enterprise Product P<lIrtners Buy $66 Yieldoobased
ETP Energy Transfar Partners Neutral $46 Yield-based
HEP Holly Energy Partnl'trs Sell $35 Yleld-based
KMp KInder Morgan Partner5 Neutral $93 Yield-based
KMR Kind&r Morgan Management Neutral $89 Yield-based
LINE Linn E.nergy Neutral $47 Yield-b ased
LNCO Linneo Neutral $44 Yierd.-based
MMP Ma.gellan Midstream Partners Buy $56 Yietd-based
NDRD Enduro Royalty Trust Buy $21 Yield-oosed

NKA N!ska Gas Stora ge Self $11 Y!e-rd.-based

NS NuStar Energy LP. Neutral $50 Viefd-based

NSH NuSlar GP Hold iI'1g5 Neutral $02 EV/Distrlbutable cash flow
OKs aN EOK Partners Neutral $63 Yield-based

PAA- PI al ns All America n Buy $60 Yield-based

SEP Spedra Energy P.arthers Neutral $34 Yf.e.1 d·based
spH Suburban Propane Partners NGutral $46 Yial d-based

SXL Sunoco LogIstlcs Partners Buy $69 YLi!-1 d-bas~d

SMLp Summit Mldstream Partners N&lJtral $23 Vfe Id -based
TCp TC Pi peri nes Se" $44 Vie Id -based

lIAN CVR Partners NIH.I~raf $29 Vre Id~basad

lISAC USA Compression PartnaTs Buy $20 Yleld·ba56d

,.,''''... .."",--- "'---"'--- $66 Yiel<ioobased

Local Distribution Companies (LDCs)

GAS AGL Resources NeL.l~ral $39 DDM, piE

ATO At rnos E; nergy Neutral $38 DDM, piE

WGL WG L Holdi ngs S." $37 DOM, PIE

1-12-month price target

Source: Goldman Sachs Research estimates.
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Lower orr productfon and pipeline volumas, Ihcreased competition, cost overruns or delays.
Lower (;ommcd1ty prit:es and Yofuma, cost overruns or delays

Lower/hfgher economrc growth, lowl:!-r/hlgh~rvoltJme$/priclngfor natural gasfNGLs.

Lower/hfgher commodity pric.es & volumes; project cost overruns or deI3j'S.

Higher power prices/volumes, poslflve r.egulatory outcomes. Further delays to Keystone XL permit, proj(loet cost overruns.

lower commodfty prices, lower margin!';, lower volumes, hl~,~.~~ costs

Refined product throughput trends, on-tlme and on-budg(!t project implementation and project annouhcements, market rate program
resolution

Higoer/lower commodlty prices, betterlwtlrse tl't<:l.h anticipat.gd well resufts, rising/failing fn~erest rat&s
Undarperformance at parent refineries, f1mited geographic diverslty, dependene@on parent for n(lar-t(lrm groVllth
Hlghtiu'liower cotnmodfty prices, betterfworse than anticlpab!d wall r&Surts and assetfopera!or concentration risk
Higherllower than &xpectfld distribution growth, 1asEerfslower.than-expecfed re-cova-ry In energy prle6s
LOWer than B-xpe-cted distribution growth, !llower·tl'lan~xpectedrecovery In energy pric.es
Weaker infrastructure- growth, e-nergy prices, capital marke-f volatility, rising interest raEes
Lowarfhigne-r gas pricesfdifferentlals, hJgherllower men of dropdowns, moreJless ac.cretiv~ acqUisition!';
Acc&lerated organic project pipeline l;;ltowth, parent dropdown announcemDnts and increased throughput
Higher/lower eornrnodity prices, volume declines, cost overruns, project delays or changes to ML? taxes
Highe-r!lower commodity prices, volumG decline!';, E;:ost overruns, project delays
Better/worse-than expected well rGsl..llts, mOTe/lass accretive aC'Qulsmons, hrl;;lher/low&r NGL prices
Belter/worse-than expected pl!rfoliTlance ae LINE, lowerfhlgher rnsmutlonal demand for MLPs
We<lker Infrastfucb.Jr(l growth, energy prices, capital market volatmty, rising tnterest rate-s
Susealned lower 011 and natural gas prices, reduced third-party drilling
Exposure to summer-winter natural gas price differentlals. and a potential underbulld of naturar gas stor-age.

Higher/lower l;;lovemment highway spending, hlgher/fower transport vofl,JmEls, w€laker/stronger asphalt ptlcih:l;;l, incre-ased/decraased
competition, higherllower storage rates

Weakerfstrong.er infras.ructur(l groV¥th, energy pr1ces, caplfal tnarkflt volatility, rlslng/falllng fntomst ratGS
Wtderfnarrower than axpected Conway-Mt Belvieu NGL price spreads, cost overruns or delays on it..!; Bakken Crude Express pipeline
projec., increas(ld production in the Bakken driving up the need for takeaway c-apacrty.

Less aC'Creflve ac:quisitlonfnew-.bulld project,. narrower-than-expected contango eTude oil spri;lads, rising In:terest rates.
Weaker/stronger Infrasltucture growth, energy prices, caplEal mark.r!t Volatility, nslngffalllng InEarest rates
Warmi!-rw.eatfler, margin volatility, conservation trends, competition from other propane retallers and alternative energy sources

Higher utility rate case revenues, higr.erwholesalso marll;eting margins, and accreEive acquisitions; downside risks Include less
favorable rate caSG dec!!'iions, decreased naturar gas time and location spreads, and dllutlve acquisitions.

Hlgf'1tlr utilityr<!te- case rI3'VGIlUeS, higher plpelfne and marketing margfns, and accretive acquisnions; downside ris$c;s Include less
favQrabl& rate case decisions, decr.eased n<!tural gas time and location spreads, and diluijve acquisitions,

Higher rate case revenues, higher R"itail segment margins, an 3<:creUVe Commonwealth project, and hfgher natural gas time and
loeatton volati lity.
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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
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We, Theodore Durbin and Steve Sherowski, hereby certify that all of the views expressed in this report accurately reflect our personal 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 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 relUrn on cap'ltal measures, e.g. CROCI, ROACE, and ROE. Multiple is a composite of one-year forward valuation ratios, e,g. PIE, 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 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 ofthe
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" ONEOK, 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 Morgan Energy Partners, Kinder Morgan Management, Linn Energy,
LLC, LinnCo, LLC, Magellan Midstream Partners, Niska Gas Storage Partners LLC, NuStar Energy L.P., NuStar GP Holdings, LLC, ONEOK Partners,
L.P., Plains All American Pipeline, L.P., Spectra Energy Partners, L.P., 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 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)
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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.
($37.98) 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 ratingsfinvestment banking relationships

Goldman Sachs Investment Research global coverage universe

Rating Distribution Investment Banking Relationships

Buy Hold Sell Buy Hold Sell

Global 31% I 55% [ 14% 48% I 41% I 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 disclosure required by NASD/NYSE rules. See 'Ratings, Coverage groups and views and related definitions' below.

Price target and rating history chart(s)
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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 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 investment banking
revenues. Analyst as officer or director: Goldman Sachs policy prohibits its analysts, persons reporting to analysts or members oftheir
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 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 to multiple companies which are the subject of this report, on the Goldman Sachs
website at http://www.gs.com/research/hedge.html.

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://www.gs.com/worldwide/brazil/area/girlindex.html.
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) L.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 Zealand Act 1989) 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 legislation, but are information
and analysis not having product promotion as their main purpose and do not provide appraisal within the meaning ofthe 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 should carefully consider their own investment risk. Investment 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 sentto them by Goldman Sachs International. A copy of these risks warnings, and a glossary 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 Directive 2003/126IEC is available
at http://www.gs.comfdisc!osures/europeanpolicy.htmlwhich 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 Financial Bureau under registration number Kinsho
69, and a member of Japan Securities Dealers Association, Financial Futures Association of Japan and Type II 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 or the Japanese
Securities Finance Company.

Ratings, coverage groups and views and related definitions

Buv (B), Neutral IN), Sell (5) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy
or Sellon 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 Sellon 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 Investment Review Committee. Regional Conviction Buy and Sell lists 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, stock and coverage group at
http://www.gs.comlresearch/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. Attractive (A). The investment outlook over the following 12
months is favorable relative to the coverage group's historical fundamentals and/or valuation. Neutral IN). The investment outlook over the
following 12 months is neutral relative to the coverage group's historical fundamentals and/or valuation, Cautious (Cl. The investment 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
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 (CSI. Goldman Sachs has suspended
coverage of this company. Not Covered (NCI. Goldman Sachs does not coverthis company. Not Available or Not Applicable (NA). The
information 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 006797 897); in Brazil by Goldman Sachs do Brasil Corretora de Titulos e Val ores Mobiliarios SA; 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., 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 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 fur 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://www.sipc.org).
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Our salespeople, traders, and other professionals 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. Our 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 salespersons and traders, or 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 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 solicitation would be
illegal. 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 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 suitable for all investors.
Investors should review current options disclosure documents which are available from Goldman Sachs sales representatives or at
http://www.theocc.com/aboutJpublications/character-risks.jsp. Transaction 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 met in 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 meeting,

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.

Disclosure information is also available at http://www.gs.comlresearch/hedge.htmlorfrom 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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Prior Current Prior Current

COMPANY UPDATE I TARGET CHANGE
ESTIMATE CHANGE
Key Metrics

Company Description: Headquartered in Dallas,
Texas, Atmos is one of the largest natural gas-on~y

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 senlices and
manages company owned natural gas storage and
pipeline assets, including one of the largest intrastate
natural gas pipeline systems in Texas.

EPS FY 9/30 (ex-mark to market adj & one-lime items)

Natural Gas Utilities
Joel K. Havard, Spencer E. Joyce

J.JB. Hilliard, W.L. Lyons, LLC
502.588.1833//502.588.8402

jhavard@hililard.com /1 sjoyce@hilliard.com
February 7, 2013

Atmos Energy Corp.
ATO - NYSE - Long-term Buy-2

Fiscal 01'13 Results for ATO; Raising Price
Target by $4 to $43.

Investment Highlights

• Atmos Energy Corp. reported fiscal Q1'13 (ending
12/31/12) adjusted EPS of $0.74 vs. $0.61 in the year
ago period. Adjusted EPS from continuing
operations were $0.71 versus $0.55 in Q1'12.

• Consensus called for earnings of $O.77/share, which
is likely most-closely comparable to the adjusted
figure of $0.74/share; however, the company guided
toward the upper end of its fiscal '13 EPS guidance
range of $2.40-$2.50.

• Gross profit (gross margin) from continuing
operations grew 2.0% yr/yr in Q1, but the 1110St
material drivers in the quarter were O&M and interest
expense, which declined 7.1 % and 14.6%,
respectively, in the quarter on a yr/yr basis.

• Cap Ex in Q1' 13 grew ~23% yr/yr, with the bulk of
upside continuing to be dedicated toward regulated
growth projects.

• We arc raising our full year adjusted EPS figure
(comparable to company guidance) by $0.06 to
$2.49; our fiscal '13 continuing ops EPS estimate
rises by $0.11 to $2.40. We arc inaugurating a 2014
adjusted EPS estimate of $2.57.

• We are maintaining our Long-tenn Buy rating on
ATO but arc extending our 2-year price target by $4
to $43. Our target is derived by applying a 17x
multiple to our 2014 continuing operations EPS
estimate. We believe this is appropriate given ATO's
growth strategy, the valuations of its most
comparable peers, and a continuing low interest rate
environment. (see additional discussion)

3.7%

90.2

9.4%

1.4x

21.0%

44.7%

60.4%

$26.55

$43.00

$37.58

$37.94

14.6x

$2.57

2014E

$3,759

$3,391.2

476,049

Prior Current

2014E 2014E

2Q14E

$30.39 -

2/6/13

FY'12

01'13

01'13

15.1x

$0.28

$0.12

$2.49

$1.35

2013E

$0.74 A

$2.43

$0.13

$0.08

$1.32

*Exclusive of one-time items

2012A 2013E

Price / Book Value

LTM EBITDA Margin

40 *$0.12

Year $2.31

Book Value / Share

Dividend Yield

Price Target

Shares Outstanding (mm)

52-Week Range

30 $0.32

Market Cap. ($mm)

Institutional Ownership

LT Debt/Total Capital

1-Mo. Average Daily Volume

10 $061

ATO - NYSE - as of

20 $1.28

PIE 16.3x

Revenue ($MM)
Prior Current

2012A 2013E 2013E

10 $1,101 $1,169

20 $1,246 $1,282 $1,267

30 $586 $581 $588

40 $508 $725 $574

Year $3,438 $3,757 $3,599

ROE

Note Important Disclosures on Pages 5-6
Note Analyst Certifications on Page 5

J.J.lll-lilliaro, W.L Lyons, LtC! Member NYSE, flNRA &SIPC EQUITY RESEARCH



Atmos Energy Corp.

ADDITIONAL DISCUSSION-MuLTIPLE ITEMS
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February 7, 2013

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 eheck as referenced in our opening
points, and believe the positive trend can stay generally intact.

We have expanded our target PIE multiple on Atmos from l6x to 17x, which we believe is consistent
with ATO's most closely comparable peer companies. While ATO has typically traded below this target
(averaging ~ l4.0x ovcr 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-FINAL THOUGHTS

ATO continues to be sparsely reconunended 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 plice of natural
gas can negatively impact a competitive position by decreasing the price benefits of natural gas to the end
user. The cost ofnatural gas from non-domestic sources may playa 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. RegulatOlY 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 negativciy impact the company's growth prospects.

Our Suitability rating is 2 on a l-to-4 scale (l = most conservative, 4 = most aggressive).

Additional h!formation is available upon request.

Hilliard Lyons Equity Research 2 Natural Gas Utilities
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Operating Revenues

Natural Gas Distribution 2,783,863 2,470,664 693,292 889,008 325,051 237.979 2,145,330 917.830 352.140 314.740 1,584,710 2,393,360

Reg Transmission & Storage 203.013 219.373 56.759 58.037 67,073 65.482 247.351 60,040 67.070 65.480 192,590 253,290
NonReg 2,146,658 2,024,893 444.176 370.763 256,250 280.114 1,351,303 389.300 269,060 294,120 952.480 1,502,430
Interse~entEliminations (472,474 (428,495 (93,054) (74,358) (62,543) 175,546) 005,501 000,000) 000,000) 000,000 (300,000 (390,000

Tota! Operating Revenues 4,661,060 4,286,435 1,101,173 1,243,450 585,831 508,029 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 1,452,721 402,207 508,206 124.373 87,801 1,122,587 532.340 133.810 129.040 795,190 1,282,610

NonReg 2,032,567 1,959,893 428.771 374,992 224,829 267.587 1,296,179 393,740 236,070 280,970 910,780 1,418,320
Intersegment Eliminations (470,864 (426,999) (92,687) (74,009) (62,161) (75,165 (304,022 (99,000) (99,000) (99,000 (297,000 (389,000

Total Purchased Gas Cost 3,346,924 2,985,615 738,291 809,189 287,041 280,223 2,114,744 827,080 270,880 311,010 1,408,970 2,311,930
Gross Profit 1,314,136 1,300,820 355,392 434,261 298,790 249,389 1,323,739 362,362 440,090 317,390 263,330 1,383,172 1,447,150
Operating Expenses

Operations & MaIntenance Exp 454,621 442,965 114,644 110,708 107.295 123.624 453,613 106,527 110.020 126,960 119.820 463,330 474,910
D&A 208.539 223,832 58,366 60,272 59.819 60,783 237,525 59,579 59.&30 61,090 61.050 241,550 254,960
Taxes. other tban Income 187,143 177,767 42,911 54,919 46,887 36.903 181.073 41.334 56,330 63,480 36,870 198,010 206,780
Impainnents 30,270 5.288 5,288

Total 00 Exo 850,303 874,834 215,921 225.899 214,001 226,598 877,499 207,440 226,180 251,530 217,740 902,890 936,650
Operating Income 463,833 425,986 139,471 208,362 84,789 22,791 446,240 154,922 213,910 65,860 45,590 480,282 510,500

Miscellaneous Income (Expense) (591) 21,184 (2,016) 616 (1,948) (11,059) (14,644) 69& 700
Interest 154,188 150,763 35,726 36,660 34.923 33,896 141,174 30,522 34,020 33,520 33.620 131,680 135,480

Pre-Ta-x Income 309,054 296,407 101,729 172,318 47.918 (22,164) 290,422 125,098 179,890 32,340 11,970 349,302 375,020
Income Tax 119,203 106,819 39.345 66,408 17.774 (21.878) 98,226 47.750 62.960 12.610 5.870 129,190 139,180

Net Income--Cont'd Ops 189,851 189,588 62,384 105.910 30,144 (286) 192,196 77,348 116.930 19.730 6,100 220,112 235,840
Net lncome--Disc Ops 15.988 18,013 6,123 3,201 988 8,253 24,521 3,117 1.500 1,500 1.500 7617

Net income $205,839 $207,601 68,507 109,111 31,132 7,967 $216,717 80,465 118,430 21.230 7,600 $227,729 S235,840

Average Shares Outstanding (FD) 92,422 90,652 90.546 90,322 90.993 91,224 91,172 91,309 91,409 91,459 91,509

~~.,o $2.20 > $2,27 •• $0.75 g,21 SO.34 $0.09 $2,37 $0,88 suo ($0.23 $0.08 $2.49 $2.57

MfM gains (losses) (SO.05) (50.07) SO.14 ($0.07) 50.02 (50.14) ($0.05) $0.14 (50.05) (50.05) (SO.D4) $0.00 $0.00
One-time benefits Icharoes) $0.05 SO.03 SO.OO $0.00 50.00 50.11 $0,11 SO.OO SO.OO 50.00 50.00 50.00 $0.00

Ad'usted EPS Cont'd ODS $2.03 $2.11 $0.55 $1.24 $0.31 $0.03 $2.04 $0.71 51.33 $0.27 $0.11 $2.41 S2.57

AdiustedEPS $2,2(j $2.31 $0.61 $1.28 50.32 50.12 $2.31 $0.74 $1.35 $0.2& $0.12 52.49 $2.57

Dividends per share $1.340 $1.360 $0.345 $0.345 $0.345 $0.345 $1.380 $0.350 $0.350 $0.350 $0.350 $1.400 $1.420
EPSEx

"Guided IIHM&

EPS Ex- toward high Gain on GA
MTlII end of sale
Guidance. guidance Guidan(~.

Rate of Chanue Analysis: $2.30-S2.40 range $2.40-$2.50

Gross Margin -0,4% -1.0% -2.6-;"~ -4.3% 12.0~'~ 15.7% 1.8% 2.0%1 1.3% 6.2% 5.6% 4,5% 4.6%
O&MExpense -1.6% 7,3% 0.1% -3,0% -4.W% 21.6% 6,1% -7.1l;l/~ -0.6% 18.3% -3.1% 1.7% 5~6%

Operating income 6.3% -8.2% ~IO.2% ~1.3% 148.8% -10.3% 4~8% 11.1% 2.7% -22.3% 10D.0% 7.6% 6.3%
Adjusted EPS 4.5% 4.6% -24.1% -5.4~i~ 405.5% 30.4% 0.0% 20.6% 5.3% -12.4% 4.9% 8.0'1'0 3.3%
Adjusted EPS--Cont'd Ons ~O.4~(' 3.8% -1,0.2% -5.6% 480.3% -231.0% -3.3% 28.8% 7.0~.'o -14.6% 297,f)% 18,1% 6.9%
Margin Analysis:
O&M1GM 34.6% 34.1% 323% 25.5% 35.9% 49.6% 34.3% 29.4% 25.0% 40.0% 45.5% 33.5% 32.8%
Tax Rate 38.6% 36.0% 38.7% 38.5% 37.1% 98.7% 33.8% 38.2% 35,0% 39.0~';; 49.0% 37.0% 37.1%

Source; Company reports andHilliard Lyons estimates
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Atmos Energy Corp. FYE Sept. _._
Surrimilti l:lalaU.:i'Sheet:('1)00$)'" .
Cash

l"iR
Gas Stored Underground
Other CAs

Total Current Assets
Net PP&E
Good"ill & Intangibles
Deferred Charges and Other

Total Assets
Short-term Debt
AlP
OlherCLs

Total Current Liabilities
LTD
Deferred Income Tax
Reg Cost of Removal Obligation
Deferred Credits and Other
Shareholders' Equ;tv

Total Liab & SE

·Sllm1llllii; CaSli:no\iii~OOO:s):",,",','
Net Income
D&A
Impairments
Deferred Income Tax
Cash Prm1ded (Used) by Wrk Cap

Operating c'F.

Cap ex
(AcqUIsitions) / Divestitures
Dhidends

Free C.F.

Net Proceeds (Repayment) ST Debt
LT Debt Proceeds
(Repayment) ofLT debt
Issued Stock
Repurchased Stock & Eq Awards

Net C.F.

$131,952
273,207
319,038
150,995
875,192

4,793,075
740,148
355,376

$6,763,791
126,100
266,208
413,640

1,166,079
1,809,551

829,128
350,521
430,164

$2,178,348
86,763,791

205,839
217,133

196,731
55,211

674,914

(542,636)

(124,287
7,991

54,268

(131)
8,766

1101,641
(6,184)

$131,419
273,303
289,760
316,471

1,010,953
5,147,918

740,207
383,793

$7,282,871
206.396
291,205
367,563
867,598

2,206,117
960,093
428,947
564,695

$2,255,421
87,282,871

'.;':rt·~u:i'·"

207,601
233,383

30,270
117,353
(51,260
537,347

(622,965)

(124,011
(209,629)

83,306
394,466

(360,131)
7,796

(5,299
(20,585)

$85,160
489,797
325,669
360,615

1,261,241
5,246,213

740,196
387,982

$7,635,632
389,985
432.332
357,353

1,179,801
2,206,193

981,559
437,660
562,657

2,267,762
87,635,632

68,507
60,811

40,042
(171,857)

(2,497)

(154,394)

131,517)
(188,408)

173,905

(2.303)
76

(15,655)
(25,543)

$47,040
350,261
221,112
275,428
893,841

5,334,012
740.185
400,689

$7,368,727
173,996
309,864
374,123

1,108,114
1,956,213
1,062,488

414.001
467.199

$2,360,712
$7,368,727

109,111
61,924

62,010
115,417
348,462

(156,729)

(31,390)
160,343

(222,850)

(66)
88

13891
(56,032)

$27,706
216,753
239,329
291,870
775,658

5,441,886
740,174
392,117

$7,349,835
213,491
178,198
468,409

1,110,229
1,956,289
1,085,654

381,797
460,941

$2,354,925
$7,349,835

31,132
61,459

18,661
63,783

175,035

(186,251)

(31,431 )
(42,647)

42,257

87
(1,710)
4,829

$64.239
234.526
256,415
272,782
827,962

5,475,604
740,847
451,262

$7,495,675
570,929
215,229
489,665

1,275,954
1.956.305
1.015,083

381,164
507,926

$2,359,243
$7,495,675

7,967
62,383

5,288
(16,394)
30,356
89,600

(235,484)
128,223
(31,458)
(49,1l9)

360,829

(254,665)
1,355

65,242

$64.239
234,526
256,415
272,782
827,962

5,475,604
740,847
451,262

$7,495,675
570,929
215,229
489,665

1,275,954
1,956,305
1,015,083

381,164
507,926

$2,359,243
$7.495.675

216,717
246,577

5,288
104,319

37,699
610,600

(732,858)
128,223

(125,7961
(119,831)

354,141

(257,034)
1,606

(17,754)
(11,503)

$124,601
500,863
274,126
265,044

1,164,634
5,595,294

740,836
463,454

$7.964,218
830,891
367,312
446,717

1.645.051
1,956,376
1.066,273

381,160
491,353

$2,424,005
87,964,218

80,465
60,628

45,951
(195,940)

(8,896)

(190,027)

(31,992)

(230.915)

256,933

(13)
(3,124)
25.881

$107,400
357,270
225,530
289,200
979,400

5,733,740
740,840
420,720

$7,874,700
230,890
316,060
392,830
939,911

2,456,400
1,127,970

381,160
496,270

$2,472,989
$7,874,700

118.430
61,550

61,701
68,105

309,786

(200,000)

(31,990)
77,796

(600,000)
500,000

(17,204)

$112,260
218,920
241,720
306,460
879,360

5,729,100
740,840
411,720

$7,761,020
155,890
179,980
491,830
827,831

2,456,450
1,128,970

381,160
501,230

$2,465,379
$7,761,020

21,230
63,640

1,000
80,000

165,870

(200,000)
141,000
(32,0101
74.860

(75,000)

4,860

$112,420
236,870
258,980
286,420
894,690

5,865,510
740,840
473,830

$7,974,870
305,890
217.380
514,150

1,537,420
1,956,630
1,129,970

381,160
526,290

$2,443,400
$7,974,870

7.600
63,590

1,000
5,000

77,190

(200,000)

(32,030
(154,840)

150,000

160

.' .l"Y'13E
$112,420

236,870
258,980
286.420
894,690

5,865,510
740,840
473,830

87,974,870
305,890
217,380
514,150

1,537,420
1,956,630
1,129,970

381.160
526,290

$2,443,400
$7,974,870

:.:;"1i'l*13E
227.730
249,410

109,650
(42,840)
543,950

(790,030)
141,000

1128,020\
(233,100)

(268,070)
500,000

(10)
(3,120)
13,700

. :.JiY't4l';:ii·
$79,670
236,870
258,980
300,740
876,260

6,399,640
740,840
497,520

$8.514,260
355.890
217,380
539,860

1,113,130
2,656,500
1,255,640

381,160
569,350

$2,538,480
$8,514,260

, FyI141'il:::::
235,840
265,870

125,660

627,370

(800,000)

(130,120
(302,750)

50,000
700,000

(500,000)

(32,750)

1411: ::
Book value
Tangible book value

ROE (DuPont--ROAvL)
Financial Leverage

ROA

$23.57
S15.56

1.2x
49.9%
49.8%

9.5%
3,Ox

3,1%

$24.88
$16,7]

1.3x
1.50/0

50.3%
9.4%

3.2x
3,0%

$25,05
$16.87

3,3x
0.9%

$26,14
$17.94

4.7'7'0
3.2x

1.5%

$25.88
$17.75

1.3%l
3.1x

0.4%

$25.86 525.88
$17.74 $17.75

9.4%
3.1x 3.2x

0.1% 2,9%

$26.55
$IB,43

3.4%
3.2x

1.0%

$27.05
$18.95

4.8%
3.2x
1.5%

$26.96
$18.86

0.9%
3.2x

0.3%

$26.70 $26.73 $27.70
$18.61 $18.62 $19.62

0.3% 9.50/0 9.5%
3.2x 3.2x 3,3x

0.1 % 2~9% 2.9°/~

Source: Company repotls alld Hilliard LJions 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 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.

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 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 histOly 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 naITOW 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 cUlTently 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 llext 12 months.

Hilliard Lyons Equity Research 5 Natural Gas Utilities



CASE NO. 2013--00148
ATIACHMENT2

TO OAG DR NO. 1-183

Atmos Energy Corp. Febmary 7, 2013

Hilliard Lyons
Recommended Issues

Investment Banking
Provided in Past 12 Mo.

No Banking
88%
89%
100%
0%

Banking
12%
11%
0%

100%

# of % of
Stocks Covered Stocks Covered

57 42%
73 54%
4 3%
2 1%

Rating
Buy
Hold/Neutral
Sell
Restricted
As of 6 February 2013

Other Disclosures

Opinions expressed are subject to change without notice and do not take into account the pmticular
investment objectives, fmancial situation or needs of individual investors. Employees of J.J.B. Hilliard,
W.L. Lyons, LLC or its affiliates may, at times, release wlitten or oral commentary, technical analysis or
trading strategies that differ from the opinions expressed here.

J.J.B. Hilliard, W.L. Lyons, LLC is a multi-disciplined financiai 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
Spencer E. Joyce

J.J.B. Hilliard, W,L. Lyons, LLC
502.588,8402 II sjoyce@hilliard.com

AUgl1st 7,2013

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.

Key Metrics

ATO - NYSE - as of 8/6/13 $44.10

Price Target $51.00

52-Week Range $32.94 - $45.55

Shares Outstanding (mm) 90.5

Market Cap. ($nun) $3,993.2

I·Mo. Average Daily Volume 393,277

Institutional Ownership 61.7%

LT DebtlTotal Capital Q3'13 48.8%

ROE TIM 9.9%

Book Value I Share Q3'13 $28.20

Price! Book Value 1.6x

Dividend Yield 3.2"1<,

LTM EBITDA Margin 20.8%

Prior Current Prior

*Exclusive ofone-time items

Atmos Energy Corp.
ATO - NYSE - Long-term Buy-2

Strong Fiscal Q3'13 Results for ATO; Raising Price
Target by $4 to $51.

Investment Highlights

• Atmos reported fiscal Q3' 13 (April-June) adjusted
BPS of $0.42 vs. $0.32 in the year- ago period. Our
estimate called for $0.36, while consensus was for
$0.37. Not included in adj BPS, ATO logged a
~$0.06/sh after-tax gain on the sale of its GA assets.

• Gross profit (gross margin) from cont'd ops grew
8.0% yr/yr, which was ahead of our 6.2% estimate.
Much of the upside was driven by a rate re-design in
TX that weighed on IH'13 gross margin.

• O&M expense rose 14.3%, which was more than
expected; however, drivers of incentive compensation
and accelerated activity are generally neutral to
positive drivers, in our view. Interest expense
declined 6.2% on a yr/yr basis.

• Reflecting the upside to Q3 and minimal expense
adjustments to our Q4, we are raising our ' 13
adjusted BPS figure by $0.03 to $2.55; management
reiterated previously-issued guidance in the range of
$2.45-$2.55.

• Our 2014 adjusted BPS estimate rises by $0.16 to
$2.79 on strengthened conviction toward robust
growth and execution in the out-year. We expect
regulated growth and recovery to drive most growth.

• 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
2014 continuing operations BPS estimate.

• We believe our target methodology is appropriate
given ATO's regulated-growth focus, transparent
earnings growth prospects, and comparable company
multiples.

15.8x

$2.79

2014E

$1,501

Current

2014E

Current

$3]6 A
$277

$362 A

$433 A

$042 A

l7.3x

$1.25 A

$0.74 A

20BE 2014E

$0,13

$2,55 $2.63

20BE 2014E

$1,389

Prior Current Prior

$0.17

$2.52

20BE

$249

$393

$355

$426

19.1x

$0.61

$0.32

$2.31

$1.28

20J2A

*$0.12

2012A 20BE

$1,324

Firm Gross Profit ($MM)

lQ

EPS FY 9/30 (ex-mark to market adj & one-time item,,)

2Q

lQ

3Q

4Q

3Q

2Q

Year

Year

4Q

PIE

Note Important Disclosures on Pages 5-6
Note Analyst Certification on Page 5
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Reversing a trend from QI 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! H) and into the summer (fiscal 2H)
fueled a bit of outsized growth on a yr/yr basis, though we calculate declining interest and miscellaneous
expenses aided the quarter as well. Atmos is one of the laTger distribution companies in the US with what
we view as one 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 to demonstrate operational improvement.

Atmos closed on the sale of its Georgia disttibution assets early in Q3 (April). The company logged a
~$O.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 continue 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 ofpuzzling apathy.

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 extt"emely cold weather may lead to conservation by
customers in order to reduce consunlption.

Gas utilities face competition from alternative fuels. In the industrial market, many customers have the
capabihty 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 playa greater role in establishing the market
price ofnatural 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 (l = most conservative, 4 = most aggressive).

Additional iriformation is available upon request.

Hilliard Lyons Equity Research 2 Natural Gas Utilities
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Atmos Energy Corp. FYE Sept
:lll;mm"St.atemeili:lCO~l> .
Operating Revenues

Natw:al Gas Distribution
Reg Transmission & Storage
NonReg
lntersegment Eliminations

Total Operating Revenues
Purchased Gas Cost

Natural Gas Distrihution
NonReg
Intersegment Eliminations

Total Purchased Gas Cost
Gross Profit
Operating Bxp enses

Operations & lVfaintenance Exp
D&A
Taxes, other than Income
Imp ainnents

Total 00 Exo
Opcratln,g Income

Miscellaneous Income (Expense)
In1ercst

Pre-Tax Inc orne
Income Tax

Net Income-Cont'd Ops
Net [ncome--Disc Ops

Net income

Average Shares Outstanding (FD)

MTM gains (losses)
One-hme benefits (charges)

Adiusted BPS [Cont'd ODS

Dividends per share
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Ol!· 4rli3'J?J:;: -i;1iE\CI3:E:; 'il liPT' litlltt14JiY 'i:j......__._-------_.__._--- ---------

2,783,863 2,470,664 676,113 871,067 2,145,330 666,787 905.176 1,571,960
203,013 219,373 56,759 5s.o37 247,351 60,681 61.848 122,530

2,146,658 2,024,893 444,176 370.763 1,351,303 399,894 428.948 289.240 1,118,080 1,464,830
(472,474 1428495 (93,054) (74.358, (305501) (93,207) (86.976) (180,180 0

4,661,060 4,286,435 1.083,994 1.225.509 3,438,483 1,034,155 1.308,996 289.240 2,632,390 1,464,830

1,785,221 1,452,721 392.518 498.739 1,122,587 387,156 558,170 945,330 -
2,032,561 1,959,893 428,771 374.992 1,296,179 377,435 404,641 282.300 1,064,380 1,367,360
(470864 (426999 (92,687) (74.009, (304,022 (92,798) (86.566) (]79,360 -

3,346,924 2,985,615 728.602 799.722 2,114744 671,791 876,245 282.300 1830,350 1,367360
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

454,621 442,965 114.644 109,300 106.045 123,624 453,613 106,527 111,086 121.258 133,020 471,890 494,500
208,539 223,832 58.366 59,420 58,956 60,783 237,525 59.579 57.180 58,129 58,880 233,770 248,350
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

- 30.270 5.288 5288 - - - -
850,303 874834 215.921 223,355 211,625 226.598 877499 207,440 222.573 230,101 230,680 890,800 959280
463,833 425,986 139,471 202,432 81,546 22,791 446,240 154.922 210,178 86.396 46,290 497,780 541,323

(591) 21,184 (2,016) 506 (2,075) (11,059) (14,644) 698 1,712 (467) - 1,940
154,188 150763 35,726 36.643 34.909 33.896 141174 30.522 33,331 32,741 32.840 129430 132,360
309,054 296,407 101,729 166.295 44.562 (22,164) 290,422 125,098 178,559 53.188 13,450 370,290 408,963
119.203 106,819 39,345 64.211 16.548 (21,878) 98226 47,750 66,219 19714 6.590 140270 153,110
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

15,988 18013 6,123 7,027 3,J 18 8.253 24521 3,117 4,085 ',294 12,496 -
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$2.20 .... ~2.27 SO.75 .. '.'SI·20 s.o.34 $0.09 ..52.37 $0.88 S127 SO.42" $0.07 52.65 52.J!l
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SO.05 50.03 50.00 50.00 50.00 $0.11 50.11 $0.00 SO.OO 50.06 $0.00 $0.06 50.00

52.03 $2.11 $0.55 51.20 50.29 $0.03 52.04 $0.71 51.21 50,43 $0.13 S2.48 $2.79

52.20 $2.31 $0.61 $l.28 SO.32 $0.12 $2.31 $0.74 $1.25 50,42 SO.B '52.55 52.79

S1.340 I 51.360 I 50.345 50.345 $0.345 $0.345 I $1.380 I $0.350 $0.350 $0.350 $0.350 I Sl.4oo I $1.440

EPS Ex-
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$0.05 on gain On GA guidance:

R.te of Chan£e Analys!;: each end sale 14/1) $2.45-$2.55
Gross !I{argin -0.4% ~l.O% -2.6% -6.1% 9.9% 15.7% 1.8% 2.017'0 1.6% 8.0~'o 11.1% 4.9% 8.1%
0&1,1 E~'Pense -6.4% -2.6% 0.1% --4.3% -5.9% 21.6% 2.4% ~7.I% 1.6% 14.3% 7.6% 4.0% 4.8%
Operating iIlcome 6.3% -8.2% -lO.2~,{, --4.2% 1393% -lO.3~/Q 4.8% II.l% 3.8% 5.9% 103.1% lL5% 8.7%
Adjusted BPS 4~5% 4.6% -24.1% -5.5% 405,5% 30.4% 0.1% 20.6% -1.8% 31.5% 15.0?,'b 10.5% 9.3%
Adjusted EPS--Cont'd Ops -O.4o/a 3.8% -30.2%; -E.6%j 4366% -23LO~/(, -3~2% 28.8% 0.5% 47.9%· 402.1% 2L3% 12.7%
M.rgin Analysis:
O&MIGM 34.6% 34.1% 32.3% 25.7% 36.2% 49.6% 34.3% 29.4% 25.7% 38.3% 48.0% I 34.0% I 33.0%
Tax Rate 38.6% 36.0% 38.7% 38.6% 37.1 ?/o 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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Cash $131,952 S131,419 $85.160 $47,040 $27,706 $64.239 $64,239 S124,601 $65.547 $31,979 $33,020 $33,020 $12,800
AiR 273,207 273,303 489,797 350,261 216,753 234,526 234,526 500,863 485,601 350,237 243,910 243,910 253,670
Gas Stored Underground 319.038 289,760 325.669 221,112 239,329 256,415 256,415 274,126 197,356 209,101 258,980 258,980 258,980
OlherCAs 150,995 316471 360,615 275,428 291,870 272,782 272,782 265,044 253,916 90,936 286,420 286420 300,740

Total Current Assets 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
NetPP&E 4,793,075 5,147,918 5,246,213 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 & Intanglb les 740.148 740,207 740.196 740,185 740,174 740,847 740,847 740,836 740,825 740,814 740,810 740,810 740,810
Deferred Cbarges and Other 355,376 383,793 387,982 400,689 392,117 451,262 451,262 463,454 500,212 538,516 473,830 473830 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 $8,016,860 $8,016,860 $8,585,710
Short-terrr Debt 126,100 206,396 389,985 173,996 213,491 570,929 570,929 830,891 232,998 141,998 292,000 292,000 342,000
AiP 266,208 291,205 432,332 309,864 178,198 215,229 215,229 367,312 316,411 229,876 217,380 217,380 217,380
Olber CLs 413 640 367,563 357,353 374,123 468,409 489,665 489665 446,717 377,357 348,706 514,150 514,150 539,860

Total Current Liabilities 1,166,079 867,598 1,179,801 1,108,114 1,110,229 1,275,954 1,275,954 1,645,051 926,766 720,580 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 2,455,514 2,455,593 1,956,500 1,956,500 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 1,168,140 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
Sbarebolders' Equitv $2 178.348 $2,255421 2,267,762 $2,160,712 $2,354,925 $2 359,243 52,359,243 $2,424,005 $2,543,470 $2,'81,444 $2,466,600 $2,466,600 $2,592,750
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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) (782,470) (800,000)
(Acquisitions) / Divestitures - - 128,223 128,223 - 153,023 - 153,020 -
Dividends (12428n (124,011 (31,517) (31,390) (31,431) (31,458 (125,796 (31,992) (32,016) (32,052) (32,060) (128 120 (132,080\

Free C.F, (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) (92,943) 150,000 (285,080) 50,000
LT Debt Proceeds - 394,466 - - 493,793 - 493,790 700,000
(Repayment) ofLT debt (131) (360,131) (2,303) (66) (254,665) (257,034) (131) - (130.00) (500,000)
Treasury Unlock - 47,882 - (66,626) - (66,630) -
Issued Stock 8,766 7,796 76 88 87 1,355 1.606 (13) 34 (13) 10 -
Repurcbased Stock & Eq Awards (101.641) (5299 (15,655) (389) (1,710) - (17754 (3,124) - (2,022\ (5150 -

NetC.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)
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Book value $24.08 524.90 $25,05 $26.14 $25.88 $25.86 $25.86 $26.55 $27,80 $28.20 $26.93 $26.96 $28.27
Tangible book value $15.90 816,73 $16,87 $17,94 $17.75 $17.74 $17.74 518.43 $19.70 $20.11 $18.84 $18.86 $20.19
Pricelbook
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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 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 histOly
2 - A historically secure company which could be cyclical, has a shorter history than a n I n 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 eamings or high leverage
4 - Speculative, due to small size, inconsistent profitability, enatic revenues, volatility, low
trading volume or a nanow customer or product base

Investment Ratings

Buy - We believe the stock has significant total retum potential in the coming 12 months.
Long-term Buy - We believe the stock is an above average holding in its sector, and expect
solid retums 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 cun-ently fully valued, and
may be used as a source of funds ifbetter opportunities arise.
Underperform - We believe the stock is vulnerable to a price setback in the next 12 months.
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No Banking
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Rating
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Hold/Neutral
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Restricted
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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.E. 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.

J.lE. 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 purpOli to be a complete statement of all material factors. This is for infonnatiollal 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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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 transpOltation fuel ideas continue to be germane, but most of the buzz surrounding each has
largely subsided, in our estimation. The growth strategy for utility segments 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 activities continues to be difficult

A few comments from each of our official meetings are included below.

Atmos Encrgy-ATO-Long-term Buy, $47 TP

Heading into the AGA Forum, ATO had been our best perfomling 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 sell-side) has been slow to give Atmos credit for its renewed focus on
regulated Cap Ex, and we think the current strategy could gamer the stock additional multiple expansion
as we move through 2013.

Not much new sUlfaced 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
inlpact (we estimate $0.07-$0.1 O/share) liom 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.

WOlth 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 fmancial connnunity to embrace ATO shares, combine to
make Atmos our top pick at cutTent 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 Ql 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 Ql' 12.
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We also spent some time discussing Bravepoint and the company's 'Other' segment, whieh is largely
involved in consulting activities and software development. A remnant from acquisition in the 1980's,
this area of the company falls outside ofthe utility's core business and is oflow importance to our growth
thesis. Our questions largely centered on the potential risk to the consolidated company should operations
tum decidedly negative at this small segment; however, we were happy to Ieam 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 Gronp-LG-Ncntral

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 much 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 leamed 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 iron out the LG-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 earnings 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 Rcsonrces-NJR-Nentral

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 eal11ings growth
(and valuation multiples/the stock price) over the next several years. Furthermore, we have been hearing
about 'fimling SREC prices' for well over a year now, and while some recovery from all-time lows has
occurred, 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 comfOliable
that defelTed 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 expects 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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One of our more productive meetings of the forum was our sit down with the management from
Northwest Natural. It has been a difficult few qUaliers and past couple of years for the finn, largely
stemming from legislative/regulatory action; with numerous moving parts, we believe our meeting was
valuable from the standpoint of helping us detemrine the trajectOlY 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
upsizedldownsized 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 underperfonn, 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-tcrm Buy, $36 TP

Perhaps the least eventful of our eight meetings was our sit-doVin 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, PNY'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 bill 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 StOly and will likely keep conversations positive over the balance of 2013.

South Jersey Industries-SJI-Underperform

Most of our discussion with South Jersey peliained to clean energy investments. Foremost of our
concerns was the declining operating income of the On-Site Energy Production reporting 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 items
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 ROAIROE
pressme as ITCs 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 (to am 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 $6.5-1 O.5MM thru-2015 (versus a 2012 base level
of~$26MM),which be believe only addresses about half of the ultimate decline.

On a blighter 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 HoIdings-WGL----.Neutral

Of am 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 am traditionallxl meeting. We
have left am newly assigned Neutral rating intact in the afternlath of am meetings; however, our
qualitative view of the firm has strengthened.

We did a fair anlount of housekeeping during om time with WGL, addressing one-off topics such as the
Commonwealth Pipeline and the Chillum LNG project. The fanner 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 om 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. Unfoltunate1y 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 ITCs over many years in order to maintain a more
normalized effective tax rate and neutralize the potential 'earnings cliff' problem. We were pmiicularly
pleased to see the company breakout its expected benefit by driver (lTC v electricity sales, etc) for its
solar operations, something we have not seen from the Jersey finns in some time. Furthennore,
management expects just $0.08/share in earnings contribution from its Commercial Energy Systems
segment (solar) this year, meaning its solar exposure is still on the periphery.

Hilliard Lyons Equity Research 6 Gas Utilities
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HILLIARD LYONS NATURAL GAS UTILITY COVERAGE COMPARABLES
Actual !/ Estimate

Rev 11kt LTD! 5-Yr 3-Yr Curr Diy. Short
Price Target TTM Cap Pricei Cap. EPS PiE Avg Avg EPS EVi Drv. Payout Intererit 30-day

Company Ticker 21-Mav-13 Price Rating ($MM's) ($MMl Book (%) FY'I2 FY'13E FY'14E FY'I2 FY'13E FY'J4E PiE Gro",b EBlTDA Yld. (%) RatiQ Avg. Vol.

Atrnos Energy ATO $ 44,73 $ 47 LT Buy 3,437 4.046,4 1.6x 49.0 $2.31 $2.52 $2.63 19,4x 17.7x 17.0x 14.1x 0% 9.5x 3, l~,'o 59 2.2% 450.505
Chesapeake Utilities. CPK S 54,13 $ 57 Buy 412 520.5 LOx 27.0 $2.99 $3,55 $3.52 18.1x 15.3x 15.4x 14.4x 2°/'0 7.9x 2.8~l;o 43 1.6% 29,748

The LacledE:: Group LG 5 46.37 -- Neutral 1,061 1,046.7 L6x 42.0 52.79 $2.90 $3.22 16.6x 16.0x 14,4x 14.lx 9% 8.4x 3.7~/O 55 7,51% t65,935

New Jersey Resources NJR $ 47.10 -- Neutral 2,690 1,969.3 2.2x 38.0 $2.71 $2.60 $2,67 l7,4x IS.lx 17.7x 16.5x 9% 16.2x 3.4% 69 5.8% L4Ej12

Northwest Natural NWN $ 45.53 -- Neutral 704 1.226.5 1.6x 48.0 $2.33 $2,27 $2.39 19.6x 20.lx 19.0x 17.3x -7% 9.3x 4.0% 82 5.8% LlE,564

Piedmont NaturaI Gas PNY $ 35.15 $ 36 LTBuy 1,167 2,667.0 2.3x 44.0 $1.66 $1.72 $1.79 21.2x 20Ax 19,6x 18.0x 2~/¢ 13Ax 3.5% 68 4.9% 351,20i

South Jersey Industries 511 $ 61.12 -- UndrJlf 707 1.940.3 1.6x 44.0 $3.03 $3.13 $3.20 20.2x 19.6x 19.1x 17.4x 8% 16.6x 2.9% 59 3.5% 122,8315

WGL Holdings WGL $ 45.70 - Neutral 2,436 2,361.2 l.7x 28.0 $2.68 ~ $ 2.67 17.0x 17.5x 17.1x 14.9x 5% 8.6x 3.7% 56 2.3% 195,485

Averages: 1.0x 40.0 18.7x lUx 17,4x 15,8x 3.5% 11.2x 3.4% 61 4.2%

Source: Company 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 i/ Estimate

Company

Delta Natural Ga:i

Gas Natural

National Fuel Gas

ONEOK

Southwest Gas

A:verages:

Tkr
Consensus EPS Consensus P / E

FY'12 FY'13E FY'14EI FY'12

Source: Company reports and Baseline
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May 22, 2013

Artesian Resources Corp. (ARTNA - $22.75, Neutral) 5/9/13: Major Ql Miss from ARTNA.

York Water Group (YORW - $18.98, Neutral) 5/9/13: Nice Ql' 13 Results for YORW.

American Water Works Co. (AWK - $42.41, Buy, $46 TP) 5/8/13: Q1 '13 Results; Thesis Intact, Edging
Price Target Higher by $1 to $46.

South Jersey Industries (Sn - $59.89, Underperfonn) 5/6/13: Second Sequential Miss for SJI in Ql'13;
Full Year Guidance Below Consensus.

Aqua America (WTR - $32.94, Long-tenn Buy, $35 TP) 5/3/13: Strong Ql'13 Results for WTR;
Lowering Rating to Long-tenn Buy from Buy on Weaker Catalysts.

Chesapeake Utilities CO/po (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: Ql'13 Results for NWN; Outlook
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 COIp. (ATO - $44.73, Long-term Buy, $47 TP) 5/2/13: Fiscal Q2'13 Rcsults 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 COIp. (NJR - $47.10, Neutral) 5/2/13: Fiscal Q2'13 Results; Preliminary Outlook
Unchanged.

Laclede Group, Inc. (LG - $46.37, Neutral) 4/30/13: Fiscal Q2'13 Results.

South Jersey Industries (SJI - $61.12, Underperfoffil) 4/22/13: Downgrading SJI to Underperfonn.
Outlook Unchanged; Price Strength Shifts Risk/Reward.

Piedmont Natural Gas Co. (PNY - $35.15, Long-tenn 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 data as ofTuesday, May 21,2013, close
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Analyst Certification

CASE NO. 2013-00148
ATTACHMENT 2

TO OAG DR NO, 1-183

May 22, 2013

I, Spencer E. Joyce, hereby certify that the views expressed in this research repmt 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
reconm1endation(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 Calitornia Water Senrice
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 rehnn 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 clm-ently fully valued, and may be used as a source of funds if
better oppOltunities 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 sh01ter 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
eamings 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
Recommended Issues

Investment Banking
Provided in Past 12 Mo.

Rating
Buy
Hold/Neutral
Sell
Restricted
As of 8 May 2013

# of % of
Stocks Covered Stocks Covered

48 35%
84 60%
6 4%
1 1%

Other Disclosures

Banking
13%
13%
0%

100%

No Banking
88%
87%
100%
0%

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 conm1entary, technical analysis or
trading strategies that differ from the opinions expressed here.
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J.J.B. Hilliard, W.L. Lyons, LLC is a multi-disciplined frnancial 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 purpOli 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.

Hilliard Lyons Equity Research 10 Gas Utilities



CASE NO. 2013-00148
ATIACHMENT2

TO OAG DR NO. 1-183

~ HILLIARD LYONS

COMPANY UPDATE 1TARGET CHANGE
ESTIMATE CHANGE

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,

Key Metrics
ATO " NYSE " as of 5/1113 $43.62

Price Target $47.00

52-Week Range $32.10 - $44.55

Shares Outstanding (mm) 90.5

Market Cap. ($mm) $3,946.0

I-Mo. Average Daily Volume 491,613

lnstitutional Ownership 60.9%

LT Dcbtrrotal Capital Q2'13 49.1%

ROE FY'12 9.4%

Book Value I Share Q2'13 $27.80

Price I Book Value 1.6x

Dividend Yield 3.2%

LTM EBITDA Margin 21.0%

*Excillsive (>lone-time items

Natural Gas Utilities
Spencer E. Joyce

J.J.B. Hilliard, W.L. Lyons, LLC
502.588.8402

sjoyce@hilliard.com
May 2,2013

Atmos Energy 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 Q2'13 (ending
3/31/13) adjusted EPS of $1.25 vs. $1.28 in the year
ago period. Adjusted EPS ii-om continuing
operations were $1.21 versus $1.20 in Q2' 12.

• Consensus called for earnings of $1.3l/share, while
we were projecting $1.35. These figures are likely
most-closely comparable to the adjusted figure of
$1.25/sharc. Despite the miss to consensus, the
company raised ' 13 EPS guidance by a nickel on
both ends to a new range of$2.45-$2.55.

• 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.

• Weare maintaining our Long-tenTI 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.

16.6x

$2.63

2014E

2014E

$3,759

Current

Current

17.3x

$0.74 A

$2.52 $2.57

$0.17

$0.36

2013E 2014E

2013E 2014E

$588

$1.25 A

$574

$1,034 A

$3,599

$1,267

$581

$725

Prior Current Prior

Prior Current Prior

$0.12

2013E

$0.28

$249

2013E

$1,267

$3,757

18.9x

$0.61

$2.31

$0.32

*$0.12

2012A

$1.28

$586

2012A

$508

$1,246

$3,438

$1,101

EPS FY 9/30 (ex-mark to market adj & one-time items)

2Q

Revenue ($MM)

PIE

3Q

lQ

Year

4Q

1Q

Year

3Q

4Q

2Q

Note Important Disclosures on Pages 6-7
Note Analyst Certification on Page 6
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ADDITIONAL DISCUSSION-MULTIPLE ITEMS

CASE NO. 2013-00148
ATIACHMENT2

TO OAG DR NO. 1-183

May 2, 2013

As was the case in Ql, 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 dosed on the sale of its Georgia distribution assets early during the in-progress quarter.
Management expects to record a ~$O.07/share gain on the sale in fiscal Q3, though this amount is not
included in guidance or our estimates. We expect the ~$14IMM 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 our 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 near to intermediate tenTI. 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-tetID timeframe; however, our core investment
thesis is predicated on trends and projects we expect to develop relatively slowly 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 dUling the meeting. We will update investors as-needed 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

CASE NO. 2013-00148
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TO GAG DR NO. 1·183

May 2, 2013

Utility operations are weather sensitive. Warmer weather can lead to lower total margin from lower
volumes of natural gas sold or transpOlted, while extremely cold weather may lead to conservation by
customers in order to reduce consumption.

Gas utilities face competition from altemative 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 ofnatural gas from non-domestic sources may playa greater role in establishing the market
price ofnatural 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 I-to-4 scale (l = most conservative, 4 = most aggressive).

Additional information is available upon request.
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Atmos Energy Corp. FYE Sept
'rl1t~ij]",Stut~m~ijt<:lJ(1~~)Hin! i' '!l nii':!i" ,. "Hi'I!Tll:1t2HHi:i: 'i"'E\11lJ3EiU'" : . 'In!I:t~E1:'''

Operating Revenues
Natural Gas Distribution 2,783,863 2,470,664 616.113 2,145,330 666,181 352,140 314,740 1,333,610 2,393,360
Reg Transmission & Storage 203,013 219,313 56,759 241,351 60,681 67,010 65,480 193,230 253,290
NonReg 2,146,658 2,024,893 444,116 1,351,303 399,894 269,060 294,120 963,070 1,502,430
Intersegment Eliminations (472,414 (4284951 (93,054) (305,501 (93,207) (lOO,OOO) (IOO,OOO) (293,110 (390,000

Total Operating Revenues 4,661,060 4,286,435 1,0&3,994 3,438,483 1,034,155 588,210 514,340 2,196,160 3,159,080
Purchased Gas Cost

Natural Gas Distribution 1,185,221 1,452,721 392,518 1,122,581 3&1,156 133,810 129,040 650,010 1,282,610
NonReg 2,032,561 1,959,893 42&.711 1,296,179 317 ,435 236,010 280,910 894,480 1,418,320
Intersegment Elimina.tions (470,864 (426,999) (92,687) (304,022 (92,798) (99,000) (99,000) (290,800 (389,000

Total Purchased Ga5 Cost 3,346,924 2,985,615 728,602 2,114,744 611,793 210,880 311,010 1,253,690 2,311,930
Oro-is Profit 1,314,136 1,300,820 355,392 425,7&7 298,790 249,389 1,323,739 362,362 432,751 317,390 263,330 1,375,833 1,447,150
Operating Expenses

Operations & Maintenance Exp 454,621 442,965 114.644 109,300 107,295 123,624 453,613 106,527 111,086 120.610 119,820 458,040 469,490
D&A 208,539 223,832 5&,366 59,420 59,819 60,183 237,525 59,519 57,180 60,840 60,810 238,410 254,010
Taxes, other than Income

~

181,143 117,767 42,911 54,635 46,881 36,903 181,013 41,334 54.307 63,480 36,810 195,990 206,780
ImDairmenls - 30,210 - 5,288 5,288 - - - -

Total Op Exp 850,303 874,834 215,921 223,355 214,001 226,598 877,499 207,440 222,573 244,930 217,500 892.440 930,280
Operating Income 463,833 425,986 139,411 202,432 84,189 22,191 446,240 154,922 210,178 72,460 4',830 483,393 516,810

Miscellaneous Income (Expouse) (591) 21,184 (2,016) 506 (1,948) (11,059) (14,644) 698 1.712.00 - 2,410
Jnterest 154,188 150.163 35,126 36,643 34,923 33,896 141,174 30,522 33.331 32,830 32,930 129,610 132,720

Pre~Tax ]ncome 309,054 296,407 101.129 166,295 41,91& (22,164) 290,422 125,098 178,559 39,630 12,900 356,193 384,150
Income Tax 119,203 106,819 39,345 64,211 11,174 (21.878) 98,226 47,750 66.219 1,,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 18013 6,123 7,027 988 8,253 24,521 3,111 4,085 1,500 1,500 10202 -

Net income $205,839 S207,601 68,501 109,111 31,132 1,961 S216,117 80,465 116,425 25,670 8,080 8230,645 $241,310

Average Shares Outstanding (FD) 92,422 90,652 90,546 90,322 90,993 91,224 91,172 91,309 91,492 91,542 91,592.•. "C' 52.20 52,27 $0.75< $1.20 S0.34 $.0.09 52.37 $0,88 ~1,21 $0,28 50,09 $2.52 $2.63

MTM gains (losses) (SO.05) (50.07) $0.14 ($0.07) $0.02 ($0.14) (SO.05) $0.14 50.02 (50.08) (50.08) SO.OO $0.00
One-time benefits lehar"e,) SO.05 80.03 $0.00 $0.00 $0.00 $0.11 50,11 SO.OO 50.00 SO.OO SO.OO SO.OO $0.00

Adiusted EPS rConl'dOps] $2.03 82.11 SO.55 $1.20 $(Ul $0.03 $2.04 SO,71 $1.21 $0.34 $0.15 $2,41 $2.63

Adjusted EPS I 52,20 I $2.31 I $0.61 $1.28 $0.32 $012 I $2.31 I $0.74 $1.25 S036 SO.11 I 82,52 I 82.63

Dividends per share $1.340 I $1.360 I 50.345 SO.345 $0.345 S0.345 I $1.380 SO.350 $0.350 $0.350 $0.350 ..---21.400 1 $1.440

I I I I I
EPSEx-

~rajsed MTM&gain
guidance by '$6MMo/' on CAsale
$0.05 on $0. a7/shal'e guidance:

Rate of Chan2e Anah'sis: each end ;,zain on sal€! 82.45-$2,55
Gross Margin -0.4% -1.0% -2.6% -6.1% 12.0% 15.7% 1.8% 2.0~,'o 1.6%] 6.2% 5.6% 3.9% 5,2%
O&M Expense -6.4% -2.6% 0.1% -4.3% -4.8% 21.6% 2.4% -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~iO -14.5% 101.1 % 8.3% 6.9%
Adjusted BPS 4.5% 4.6% -24.1% ¥5.5~,'o 405.5% 30.4~'Q 0.1% 20.6% -1.8% 11.9% 43.4~'o 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% O.5~'O 10.5% 46").2% 18.1% 9.2%
Mar2in Analysis:
O&M/GM 34.6% 34.1% 32.3% 25.7% 35.9% 49.6% 34.3% 29.4% 25.7% 38.0% 455'% 33.3% 32.4%
Tax Rate 38.6% 36.0% 38,1% 38.6% 37,1% 98,7% 33.8% 38.2% 31.1% 39.0% 49.0% 38,1% 37.2%

Source: Company reports and Hilliard Lyons estimates
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Cash $131,952 $131,419 $85,160 $47,040 $27,706 $64,239 564,239 $124,601 $65,547 $28,030 528,390 $28,390 ($1,540)
NR 273,207 273,303 489,797 350,261 216,753 234,526 234,526 500,863 485,601 218,920 236,870 236,870 236,810
Gas Stored Underground 319,038 289,160 325,669 221.112 239,329 256,415 256,415 274,126 197,356 241,720 258,980 258,980 258.980
Other CAs 150995 316,471 360.615 275.428 291,870 272,782 272,782 265.044 253,916 306,460 286,420 286,420 300.740

Total Current Assets 875,192 1,010,953 1.261.241 893.841 775,658 827,962 821,962 1.164,634 1,002,420 795,130 810,660 810,660 195,050
NetPP&E 4,793,075 5,147.918 5,246,213 5,334,012 5,441,886 5,475,604 5,475,604 5,595,294 5,710,273 5,705,890 5,842,550 5,842,550 6,377,670
Good"ill & InUillgibles 740,148 740,207 740,196 740,185 740,174 740,847 740,847 740,836 740,825 740,830 740,830 140,830 740,830
Deferred Charge, and Other 355,376 383,793 387,982 400,689 392,117 451,262 451,262 463,454 500,212 411,720 473,830 473,830 497,520

Total Assets $6,763,791 $7,282,871 $7,635,632 $7,368,727 $7.349,835 $7,495,675 $7,495,675 $7,964,218 $7,953,730 $7,653,570 $7,867,870 $7,867,870 $8.411.070
Short-term Debt 126,100 206,396 389,985 173,996 213.491 570,929 570,929 830,891 232,998 158,000 308,000 308,000 358.000
NP 266,208 291,205 432,332 309,864 178,198 215,229 215,229 367,312 316,411 179,980 217,380 217.380 217.380
Current Maturity LTD ebt 360,131 2,434 131 250,131 250,131 131 131 131 131 500,000 500,000 -
Otber CL. 413,640 367,563 357,353 374,123 468,409 489,665 489,665 446,717 377;357 49l.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 1,645,051 926,766 829,941 1,539,530 1,539,530 1,115,240
LTD 1,809,551 2,206,111 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 lucarne Tax 829,128 960,093 981,559 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 430,164 564,695 562,657 467,199 460,941 507,926 507,926 500,905 659,840 666.440 699,760 699,760 757,020
Shareholders' Equity $2,178,348 52,255,421 2,267,762 $2,360,712 $2,354,925 $2,359,243 $2,359,243 52.424,005 $2.543.470 $2,331,599 $2.301,810 $2,301,810 $2,386,220

Total Liab & SE $6,763,791 57,282,871 $7,635,632 $7,368,727 $7,349,835 $7,495,675 $7,495,675 $7,964.218 $7,953,730 $7,653,570 57,867,870 $7,861,870 $8,411,070

Smnmiii'Ye.ili..l'I®'i(®llt~I ..•i'····:· ·:li.Ui~$'';l'l1F·ii :Hil!!l:'(I5Ef" , ····lI!1:1!1ifEi".
Net Income 205,839 207,601 68507 109,111 31,132 7,967 216,717 80,465 116,425 25,670 8,080 230,650 241,310
D&A 217.133 233,383 60,811 61,924 61,459 62,383 246,577 60,628 58,245 63,380 63.340 245,590 264,880
Impairments - 30,270 - 5,288 5,288 - - - -
Deferred Ino orne Tax 196,731 117,353 40,042 62,010 18,661 (16,394) 104,319 45,951 60,940 1,000 1,000 108,890 125,960
Cash Pro,; ded (Used) by Wrk Cap 55,211 (51.260 (171,857) 115,417 63,783 30,356 37,699 (186,388) 105,076 33,477 5,000 (42,840 -

Operating c.F. 674,914 537,347 (2,497) 348,462 175,035 89,600 610,600 656 340,686 123,521 77.420 542,290 632,150

Cap Ex (542,636) (622,965) (154,394) (156,729) (186,251) (235,484) (732,858) (190,027) (199,090) (200,000) (200,000) (789,120) (800,000)
(Acquisitions) / Divestitures - - - - 128.223 128,223 141,000 141,000 -
Dividends (124,2871 (124.011 (31,517) (31,390) (31,431) (31,458 (125,796) (31.992) (32,016) (32,040) (32,060) 028,110) (132,080

Free C.F. 7,991 (209,629) (188,408) 160,343 (42,647) (49,119) (119,831) (221,363) 109,580 32,487 (154,640) (233,940) (299,930)

Net Proceeds (Repa)ment) 5T Debt 54,268 83,306 173,905 (222,850) 42,257 360,829 354,141 256,933 (599,074) (75,000) 150,000 (267,140) 50,000
LT Debt Proceeds - 394,466 - - - - 493,793 - 493,790 700,000
(Repayment) ofLT 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 -
Reourcha<ed Stock & Eq Awards flOl,641) (5,299 (15,655) 0891 11,7J()) - (17,754 (3,124) - - (3,120 -

NetC.F. (6,184) (20,585) (25,543) (56,032) 4,829 65,242 (11,503) 35,433 (62,424) (37,513) 360 (64,150) (29,930)

i~~~t~.li'iii!lji£l~lSl.tlSffii~n;lif::::·:·'. f:Yl"¥~t4Ein' .
Book value $24.08 $24.90 $25.os $26.14 $25.88 $25.86 $25.86 $26.55 $27.80 $25.47 $25,13 $25.16 526.02
Tangible book ya1ue $15.90 $16,73 516.87 $17.94 $17.75 $17.74 $17.74 $18.43 $19.70 $17,38 517.04 $17.06 517.94

1.2~

49~%
L3x 1.2x

45~§~ 451.t1
L3x L7x .7, .•7~

If Capital ..... ;.; ...
:~:~~ 5&:1;1 ~:j~ ~;:~~50.30/0

'l~
1%

m .. o. ur. ..~, 9.5% 9.4% 3.0% 9.4% 1.1% l% 9.9% 10,3%
Financial Leverage 3.0, 3.2, 3.3x 3.2x 3,lx 3.1x 3.2x 3.2x 3.2x 3.2x 3.3x 3.3x 3,5,

ROA 3.1% 3.0% 0,9% 1.5% 0.4%1 0.1% 2,9% 1.D% 1.5% 0.3% 0.1 ~,'Q 3.0% 3.0%

Source: Company reports and Hilliard Lyons Estimates
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CASE NO. 2013--00148
ATIACHMENT2

TO OAG DR NO. 1-183

May 2,2013

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 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 eamings 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 bettcr oppOltunities arise.
Underperform - We believe 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.

Rating
Buy
Hold/Neutral
Sell
As of 10 April 2013

# of % of
Stocks Covered Stocks Covered

56 40%
79 57%
4 3%

Other Disclosures

Banking
13%
13%
0%

No Banking
88%
87%
100%

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.

J,J.£, 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.

Hilliard Lyons Equity Research 7 Natural Gas Utilities



CASE NO. 2013-00148
ATTACHMENT 2

TO OAG DR NO. 1-183

~ HILLIARD LYONS

Utilities Monthly
Natural Gas and Water

April 2013

**We recommend this report be viewed/printed in eolor**

Spencer E. Joyce
LT.B. Hilliard, W.L. Lyons, LLC
502.588.8402
sioyce@hilliard.com

To obtain important disclosure infomlation regarding Hilliard Lyons' rating system, valuation methods, risk factors and potential
conflicts of interest with respect to the companies covered in this report, please call (800) 444-1854 ext. 8820, send a request via
e-mail to RsLib@hilliard.com, or go online to http://hilliard.com/site/market-infolreseareh-disclosures.html. Requests should
include the name and date of this report and a Est of companies for which the disclosure infomlation is requested.

Note Important Disclosures on page 22
Note Analyst Certification on page 22

J.J.B. Hilliard, Wt Lvons, LtC IMemher NYSE, flNRA &slPe EQUITY RESEARCH



Utilities Monthly

Table of Contents

CASE NO. 2013-()0148
ATTACHMENT 2

TO OAG DR NO. 1-183

April 16, 2013

Natural Gas Utilities
Price Perfonnance 3
Commentary and Outlook 5
Natural Gas Prices 6
Temperature Data 7
Recent Events 7
Hilliard Lyons Gas Utility Coverage List Comparables 8
Gas Utility Industry Comparables 8

Water Utilities
Price Pelionnance 9
COlnmentary and Outlook 11
Recent Events 12
Precipitation Data 12
Raw Precipitation Totals (Select Locations) 15
Hilliard Lyons Water Utility Coverage List Comparables 18
Water Utility Industry Comparables 18

Glossary 19

Recent Published Research 21

Disclosures 22

Hilliard Lyons Equity Research 2 Utilities



Utilities Monthly

Natural Gas Utilities

PRICE PERFORMANCE

CASE NO. 2013-00148
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April 16, 2013

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
outperfOlmed the large-cap index in February. Atmos Energy (ATO) was our strongest name, advancing
11.84%; NOlihwest Natural Gas (NWN) fell 3.80% during the month and was our weakest perfoffiler 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 Energy (ATO) and
Chesapeake Utilities (CPK) have outperfOlmed the large cap index; the range of performance spans from
+38% (ATO) to -3% (NJR & NWN).

Since our prior monthly, published 3120, we have not issued any updates on our gas utility coverage
space; however, each of our outlooks was updated in early-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,andSn.

Exhibit 1
Hilliard Lyons Covered Gas Utilities Monthly Price Performance vs. S&P 50o--Daily Chart

vs ATO vs CPK vs LG vs vs NWN vs vs 5JI vs Hell
(Feb 28, 2013 TO Mar 28. 2013)

ATO ]2.%

8%

6%-

Source: Baseline SPX-S&P 500 Index; ATO-Atmos; CPK-Chesapeake Util; LG-Laclede Group; NJR-Ncw Jersey Rese; NWN-Northwest
Natural; PNY-Picdmont Nat Gas; SJI. South Jersey Industries; WGL-WGL Holdings "Note: It is not possible to invest directly in an index"
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Exhibit 2
Hilliard Lyons Covered Gas Utilities YTD Price Performance vs. S&P SOD-Daily Chart

IfS ATO ItS Cf'K IfS LG IfS ItS NWN ItS IfS SJI ItS WGL
(Dec 31, 2012 TO Mar 28, 2013)

13
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Source; Baseline SPX-S&P 500 Index; ATO-Atmos; CPK-Chesapeake Util; LG-Laclede Group; NJR-New Jersey Rese; NWN-Northwest
Natural; PNY-Piedmont Nat Gas; SJI- South Jersey Industries; WGL·WGL Holdings **Note: It is not possible to invest directly in an index**

Exhibit 3
Hilliard Lyons Covered Gas Utilities One-Year Price Pe.-formance vs. S&P SOD-Weekly Chart

itS ATD ItS CPK ItS LG ItS fiji' ItS flWN ItS ItS SJl ItS WGL
{Mar 02. 2012 TO Mar 28, 2013)

13

ATD 31$%

Source: Baseline SPX-S&P 500 Index; ATO-Atmos; CPK-Chesapeake Util; LG·Laclede Group; NJR-New Jersey Rese; NWN·Northwest
Natural; PNY-Piedmont Nat Gas; SJJ- South Jersey Industries; WGL-WGL Holdings **Note: It is not possible to invest directly in an index**
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COMMENTARY AND OUTLOOK
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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 Ql' 12, though we will add that the trend has remained intact in April
with six of our eight covered names outperfornling 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
sh'ength over the past ~4-6 weeks has been a function of inertia (momentum/performance chase) and a
lack of alternatives in more cyclical industries as gl.obal macro remains a modest concern.

Notably missing from our stock perfonuance conversation is any mention of strengthening in underlying
businesses across the gas utility industry. Weather to close Ql 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 outl.ook 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 Ql
earnings season, but believe investors should capitalize on opportunistic exit points to lighten exposures
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 oppOltunities 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
CUlTent stock price levels.
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NATURAL GAS PRICES
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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 altemative fuel sources are a secular positive
for the industry. Low gas costs promote usage of the conunodity as a substitute, thus aiding utilities in
expansion eff01ts. Conversions from heating oil and propane have benefited the space, and we believe
the continued move toward gas-fired power generation is an oppOltunity 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 pmt 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

12.00

2' 10.00
a:l
:2: 8.00
:2:
~ 6.00
Q) 4.00o
~ 2.00

0.00

--+- Henry Hub Spot i

...........-4 Mo Futures Ctr i

5 Years 2 Years
Ago Ago

1 Year
Ago

Period

1 Mo
Ago

29-Mar
14

15 Years A 0 2 Years A 0 1 Year A 0 1 Mo A 0 29-Mar-14

14 Mo Futures Ctr I 9B3 .<150 2 51 3.44 4.09

Source: Energy Information Administration

TEMPERATURE DATA

February brought a bit of temperature nonnalization, but March marked a full-fledged reversal of the
warm 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-Ql weather data now observable, cooler temperatures prevailed in nearly every state relative to
the year-ago quarter. Our enthusiasm however, is tempered somewhat by a Jan' 13 that looked relatively
similar to Jan '12 (warm) for the states most important to our covered names, so despite a cold March, Ql
temperatures were roughly average. Most utility segments across the industry have been granted weather
risk mitigation by regulators, though non-regulated business lines are typically not protected.
Optimization is generally more profitable during peliods ofhigher demand, as are marketing activities.

Exhibit 5
Tempe.-atures by State-Months of Calendar Ql 2012 versus Months of Calendar Ql 2013

March 2012 Statewide Ranks
Nallonal Cllmalle Dala cenleriNESDISINOAA

March 2013 Statewide Ranks
Nallonal Cllmallc Dala CenlerlNESOISINOAA
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National Climatic Data CenterlNESDISINOAA

ri;; I L7,",=,~---,,,,---

• III 0 II
"'- """h (kolaw Ilea, AIm. Much -..
O:lit!e31 Belew I1Cf1Th'1I l4cffi181 Normal Abc-va W"""'l

Nwmlll '_I
D•

Source: National Climatic Data Center; NOAA Satellite and Infomlation 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/l/l3-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 jmisdictions.
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HILLIARD LYONS NATURAL GAS UTILITY COVERAGE LIST COMPARABLES
Actual // ESfimate

Rev Ivfkt LTD! 5-Yr 3-Yr Curr Div. Short
Price Target TTM Cap Price,! Cap. EPS PIE Avg AvgEPS EV! Div. Payout Interest 30-day

Corn....any Ticker 15-ADr-13 Prke Rating ($lvlM's) ($M!\,n Book (%) FY'12 FY'13E FY'14E FY'12 FY'13E FY'14E PiE Growth EBITD Yld. (%) Ratio A\rg.VoL

Atmo5 Energy ATO $ 42.25 $ 43 LTBuy 3,371 3,822.0 1.6x 45.0 $2.31 $M2.. $2.57 18.3x 17.0x 16,4x 14.1x 0% 9.2x 3.3% 5S 2.1% 497,928

Chesapeake Utilities CPK $ 48,47 $ 56 Buy 393 465.9 1.9x 28.0 $2.99 $3.39 $3.56 16.2x 14.3x 13.6x 14,4x 4% 8.0x 3.D% 49 1.6% 2.5,247

The Laclede Group LG $ 43.60 - Neutral 1,022 984.2 1.6x 37.0 $2.79 $3.12 $3.36 15.6x 14.0x 13.0x 14.1x 9% 8.8x 3.9% 5S 7.0% LJO,360
Ne\V Jersey Resources NJR $ 44.91 - Neutral 2,343 1,877.7 2.2x 38.0 $2.71 $2.55 $2.69 16.6x 17.6x 16.7x 16.5x 9% 15.3x 3.6% 64 6.3~/~ 150,228

North"vest Natural NWN $ 43.97 - Neutral 743 1,184.5 1.6x 49.0 $2.33 $2.26 $2.39 18.9, 19.5x 18Ax 17.3x -6%1 9.2x 4.I~% 7S 5.9% 137,542

Piedmont Natural Gas PNY $ 33.18 $ 36 LTBuy 1,167 2,517.6 2.2x 44.0 $1.66 $1.72 $179 20.0x 19.3x 18.5x 18.0x -2'YO I3.0x 3.7% 68 4.7% Z77.552
South Jersey Industries SIT $ 57,43 - Neutral 707 1,823.1 2.6x 45.0 $3.03 $3.12 $3.20 18.9x IS,4x lS.0x I7,4x 8''- 15.3x 3.1% 56 3.0% 106,501,',
\VGL Holdings WOL $ 43.56 $ 45 LTBuy 2,384 2,250.7 l.7x 29.0 $2.68 $2.48 JML 16.2x 17.6x 16.3x 14.9x 5~/6 8.9, 3.9% 60 2.7% 204,042

Avera2es: 1.9x 39.4 17.6x 17.2x 16.4x 15.8x 3.4~,~ 11.0x 3.6% 61 4.2~ir-

Source: Company 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

5-Yr 3-Yr TTM Current Diy. I Short
Consensus BPS Consensus P ! E Avg AvgEPS EBIIDN BV; Div. Payout Interest 30-day

FY'12 FY'13E FY'14BI P{'l2 FY'13E FY'14B PiE Gro\\1h Share EBITDA Yld. (%) Ratio Av~. Vol.
I

$2.46 $2.67 $2.80
$2.22 $2.47 $2.63
$2.98 $3.28 $3.47
$0.85 $0.89 $1.04
SO.58 $0.67 $0.70
$2.78 $2.89 n02
$2.59 $2.90 $2.93
$2.70 $2.61 $2.72
$2.12 $2.29 . $2.42
51.69 $1.81 $2.25
$1.66 $1.73 $1.81
$3.04 $3.26 $3.52
$2.87 $2.87 $2.98
51.83 $2.48 $2.78
82.69 $2.45 $2.61

I
AYerageL~: 2.1x 44.2 19.3x 18.1x 16.7x I 15,4x -2.1% I 10.3x I 3.5%) 63.6 I 3.0%
Source: Company reports and Baseline
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During March, stock prices of our covered water utilities gained an average of 3.00%, which slightly
lagged 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 ofa secondary equity offering.

Our average water utility gained 10.18% through the first quarter of the year, which was slightly above
the 10.03% year-to-date return posted by the S&P 500 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 l2-month basis, our covered water utilities on average have solidly outpcrfoffiled the
broader market The group gained an average of ~2l% over the period, while the S&P 500 gained ~15%
(Exhibit 8). The range ofpelformance 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 50o--Daily Chart

vs ARTNA vs A\·iK vs C\{i vs vs YORW
(Feb 28, 2013 TO Mar 28, 2013)

81;- -------.----- .----- - •••..•••.. ------.------.------ ------ ------- --- -

4% -
NAR

Source: Baseline SPX·S&P 500 Index; ARTNA-Artesian Resources; AWK-Ametican Water Works; CWT-California Water
Service Group; WTR-Aqua Amclica; YORW-TIle York Water Company **Note: It is not possible to invest directly in an index'*
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Exhibit 7
Hilliard Lyons Covered Water Utilities YTD Price Performance vs. S&P 500--DaiIy Chart

VS ARTNA vs A\,Il< VB [}JT vs HTR vs YORVI
(Dec 31. 2012 TO Mar 28, 2013)
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24,';

JAN FEB MAR

SOUl"ce: Baseline SPX-S&P 500 Index; ARTNA-Artesian Resources; AWK.-American Water Works; CWT-Califomia 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--Wcckly Chart

vs ARTHA \IS N.·,'K VB (:\{f VB VB YORW
(Mar 02, 2012 TO Mar 28, 2013)

13

40%

35%

15t

-10%-

Source: Baseline SPX·S&P 500 Index; ARTNA-Artesian Resources; AWK.-American Water Works; CWT-Califomia Water
Scrvicc Group; WTR-Aqlla Amcrica; YORW-The York Watcr Company "Note: It is not possible to invest directly in an index"
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COMMENTARY AND OUTLOOK
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A secondary offeting from CWT weighed on perfOlmallce of our coverage group in March, but on
average, we are impressed with price perfOlmance 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 companies, and
despite working through Q4 earnings releases 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.

TUl11ing our attention toward the now in-progress Q2/Q3 summer peliod, 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 Q3' 12 as well, but to a lesser extent. Difficult camps this year are not
a major concern given our long-term bull case for the water utilities; however, should an exceptionally
wet summer matelialize, we believe it could give pause to the industry rally that has been generally intact
since November of last year.

As noted earlier, news flow in the industry has been slow over the past few weeks (a reversal from most
of the first qumier), 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 ~113 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 tisk 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-tetm hire.

To briefly revisit our long-tetm 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 on a macro basis to support earnings growth, and we are encouraged by the
proliferation of surcharges. Additionally, we believe acquisitions can continue to bolster grmvth tor our
covered names, and the robust activity thus far in 2013 is encouraging, in our view. Tuck-ins can both
increase customer counts/fLxed 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.

Weare 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 identifying a more
compelling industry-wide catalyst. For new positions, our favotite nanle at current plices is American
Water Works. Difficult camps 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 retul11 in AWK from current levels.
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*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-Americall Water Works hosted an
event 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 Southem
Company (SO--$47.36).

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% earnings 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) 3/20113-Company priced its previously
announced 5MM share (with underwriter option for an additional 750k) equity secondary at $19.25/share.

American Water WOI'ks (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.

PRECIPITAnON DATA

Continuing a trend from Febmary, 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-QI (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 Ql, the recently-completed quarter for
which our companies will report results in the late-April thm 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 Ql'12 versus Months of Ql'13

March 2012 Statewide Ranks
National Climatic Data centeriNESOISiNOAA

March 2013 Statewide Ranks
National Cllmalic Data cenlerlNESDISiNOAA
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January·March 2012 Statewide Ranks
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January-March 2013 Statewide Ranks
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Exhibit 10
US Drought Conditions-Current 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 (month #1 ofQl) 2011-2013

CASE NO. 2013-00148
ATTACHMENT 2

TO OAG DR NO. 1-183

ApliI16,2013

*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 camps. Data from NOAA Satellite and Information Service.

.Jun'D
Days of Totill ContiuuaUli Temp. range Saturday Sunday Tot. Wl,'l,'kend!l SRturdRy Snnd.a)' Tot. Weekend

Cetn1r>.uny St<lfc City Stllticm P~dJl. Inch("1j Pn~dll. D2Y,~ Av . hill!) QF Prccin. }Jill'S l'rccip. D.a~r:" wlPred[). PrcC"iD,IlI. Precio. In. w/Prccln. Til,
AWKI\VTR NJ New Br1Jl::lS\v1Ck J SE 9 3J'lS 7 4 1.8/2ti. I 2 [> 0 1.46 0_00 iA6

AWK PA 1-lcKees (Pilhgh) M~Kcl;;:;por1 16 9.97 9 40.2/23,8 J 2 2 5.68 OAO 6.0~

ilWK MO:1L St. LOllis S t. Loui~ Sci Ctr , J.49 4 44.4/27.2 0 1 (J 1"1,00 L20 1.20
AWK IN Jndimmpol:s Indy SE side 11 7.56 8 J7.3/19.9 2 J 1 1.03 2.44 3.47
AWK \VY Charks:lnn WSFO 15 7.01"1 14 44.2125.6 - (1 0 1.49 0.00 1.49

A\\'KiWTIt 1'A Ph.ilCldelpbia P],Bly Fr.mk insl 11 6.37 5 '\2,5131.0 2 j 0 2.59 0..07 '1,06

AWKJ\VTR PA Willi,lm;;pi;l r! Williflms.P0rl 2 11 iJ.M 8 37.8/2J.7 " II ° n,oo 0,00 0,00
\VIR Of! Cleveland ChipJh"Wa L(lk~ U 7.13 II J4.$/19.1} 2 I I 3.69 llm 3.72
wm NC Clmrh'!lc.:: Cot1t~OId 1(1 4,84 5 55.:5/31.2 1 I 0 0.12 0,02 U.l..J.
WTR NC RClkigh """ ,,. '0"' & 307 4 54.S:)j}i [' ° " fl.OG 0,00 [I ,flO

w'nt TX Dnllrt<;Jn. \\.'tlT1h Fl. WSFO ) 4.23 ) 5~.5;JI::,6 1 (1 " U.03 11,GO j.l.03
WTR TX Hml~ml N\VSO 11 :i,~7 10 6..1-1,145.1 2 1 1 O,Rn fI,55 1.35
WTR [L Kankakee l.J.:ee-- ww 1\I~tl'(l 10 3_9~ {, 35.7ill.Zl ° I ° 0.00 0.60 0.60

WTR FL Oc,,1<1 O~':jl{j .\ O,H J 76,i,')1,~ I I I (LOt; U,Ol O.ll
AfnNA DE Newal'l,: Wilmington ['Gil 11 5.11 Ii -11.Il/28.1 ° 2 ° {l,Go {J,lJ~ 0.98
ARTNA DE NloW C<lsl}{' CG Bt;:lr2. 4/1212013 0.00

--,IJ...WfNA MD Sfliisbmy(~S.DE) Salisbury 2N 16 4,70 J3 4S.RI30.! 2 c 1 1,(HJ 0.03 1.03
YORW PA l'oTk York fhw,,'11 13 5.32 " n/8 , 1 j O.K5 OJJ3 O.~8

JHll 11.2

P ..y~M T6f<l1 ContlrHlflU1i Temp. range StrturdllY Sunday T[)t. Weektnd!i Sl'iturd<l)' Sl.lllda)' Tot. Wcciwnd.
C6mnany Stale City Stalion Pndo. filChes: Frcc.ip. DR~'S A" . bifiD OF P r~d 1. J):n's Pted • Days wlPndo. Precitl.ln. }'rc-eip.ln. wIPrecip.Jn.

A\\'K,IWTR NJ Ne.." nnlll~l.~id.: .1 SE 12 6.(,[1 III 4.../.5/24.9 3 1 1 3,10 0.98 4.0&
AWK PA McKees (Pilbgh) McKeC".'iport " 5.93 14 41.81223 3 1 I O:Q~ 1.65 2.63
AWl>, MO/IL St. Louis Sl. LOlli~ sci. CtT g 5..16- 6 46.8/28.3 1 0 (J ruo 0.00 0.10
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wm II. KankakcrJ. }';:kee--WW 1\h.'lnJ g 12.13 5 38:6/20..6 :2 ° 1) (],0(1 n.GO 6.116
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AWKi\VTR NJ New BnlllS\vick 3 SE 13 3-1.91 11 36.0/17.9 2 ) 2 O,.fi] IA8 2.15

AWK PA McKees (Pith-gil) McKccs.pon IS 7.81 15 32.2116.7 4 I I 0.29 0.47 0.76
AWK MOil!. St. Loui~ St. Loui$ Sd Ct.r 10 11.93 7 36.2111.8 1 ° (1 0.19 0.00 0.1'9

AWK IN Indy Indy SESidc 9 13.74 " 29.2/15,2 2 0 ° 2.44 u.o(} 2.44
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WTR tL KankOlkee l(t.;"".c:--WW Metro U 8.:H; " 2:\'s/13.ll .1 J 1 1.71 0.23 J.%

WTll FL 0'::-0118 OCala 8 6.11 S 6~.4/42.7 j ° 0 OJJ] 0.00 OAJ3

ARTNA DE NC"\'lilrk Wilmington !'ort II ':;0,.11 <,I 33.3122.2 1 1 " '2.75 0,1.1 2.8~
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February (month #2 of Ql) 2011-2013
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*Note: Data is color coded by company affected: AWK, \VTR, AWK & WTR, ARTNA, YORW. A
date in the 'Days of Prccip' column means data is not yet available; inches of snow are counted on a 1: 1
basis and may skew yr/yr comps. Data/rom NOAA Satellite and11!formation Service.

Feb '13
D:.I:~'s of 1'uhd Continuous Temp. rnngc Saturday SUrld~~r Full'Yker1~s Sllturday Suuds)' Tetl. Weekcnd

Comoan' Stale City Sfalilm Predll. Jnches P~cil1. DttY!i Al' '. Milo of PrcciD. DRVs Prcdp. Da 'Ji wlPr~ciu. P,edp. In. l"rrciD, In. wfPl"(lci),In.

AWKJ\VTIt NJ New Brunswick 3 SE \3 12, Lg ~ 40,5123,7 J 2 I 9.3.7 0,42 ('),79
A\VK PA M{'Kee~ (Pj(bgh) McK...x!-'PQrl l7 8.41 lJ 38.4120.2 3 2 I UN 2:95 4.04
AWK MOI1L St. Loms St. Louis Sc i Clr 8 :~Un 3 46.2/28JJ fJ 2 0 0.00 3.37 'U7
AWK IN imli:mapoll~ Indy SE side R 3.33 3 36.3/20A 1 0 0 1.36 0.00 1.36

AWK WV Cbnrlcslon WSFO \7 9.% l3 44.1/22.6 3 2 1 0.53 3.90 4.43

AWfUWTR P.~ Phlladdphi<: Phi!!)' Fr'lllk rust Il 3.06 6 ..J.l.9!l9.4 3 2 I 0,~2 0,63 1045
AWKiWTR PA \Villimnspm1 \ViJlinlllsport 2 13 6.25 9 ]6.7/23,3 1 I 1 0.13 0.22 0.35

WTR OH Clevebnd Chirrl'\\'11 Lakc 17 9.~(I I) 31.9il?'J 3 0 1 0.17 ti.20 tS3?

WTR NC Cbnrlouc Cot1cnrd 12 4.59 '~J 53..J,/28.2 1 2 1 i1.53 1.2S LSI

WTR NC Rilkiglt R<lkigh Sl UIliy 1<1 .:J.:B 7 53A!3-1.5 0 2 0 a,nu 1.22 1.22-
WTR TX D<Jll'l~jFt. \-\'orth F1. W0I1h \VSFO 7 1.7'2 3 62.l/4G,4 0 I 0 0.(11.1 l.l)j. l.05

WTR IX Hotl.'i.toil. NW;so 10 ;;,1.13 H 6Kl{4~.7 0 1 0 0.00 O.ll 0.11

WTR IL K;mkilk..::c K.keC"--WW"'·letro 11 7. ~JS (, 3-4.5/21.2 0 0 0 O~OO 0.00 {LOO

\VIR FL Ocalil. 0\';\1" " l.ol 8 75,0/4:-;.1 0 [I [I O.OD 0.00 o.on
.A.RTNA Dr Ncw.rrk Wihl.lirlglQn Pori 9 l.S4 3 39,3/:26.6 , 0 [I (lX~ OJIO 0.13
ARTNA DE NewCilstl,-"C{1 Bcar2 4/12/2013

~ARTN.' MD S."li~bllT;;\-S.bE) S81islmry2N 1" -t.{Il) 1(, 50.0/2'J.9 3 2 1 O..Sl 1"1,60 Lli

YOKW PA York York HaVl;"tl II 3.50 " nin 3 2 l 0.70 OA6 116

Feb '12
Jhysof 1'ohll ContinmHls Temp. range S:atul"d8Y Snnda)' FullWlumd.. Salurd:lY Snn-dB)' Tol:. Wl:'eker'ld.

Commmy Stale- City Stat)f1n I'red!). lnch~li Pndo. Da~,,~ A" . lIl./l!) <IF Pncill. D::I"~ Pred l.IJa '5 wlPrecio. l"rcciD. In. }>re~io, In. w/Prl,'dr.]n.
AWKiWTR N.1 Nr.:w B[l,Irt~wir.:k 3 SE 9 1.12 4 49j27.~ 2 2 l [lJ[ 0.03 0.74

AWK PA McKees (Pilbgh) McKee~rort '" 1.19 9 44,7/26.9 2 2 I 0.\1 0.26 037

AWK MD/IL St. Loui~ SL Lc:mis sci Ctr 9 2.56 4 49.5/32.8 I j j [04 0~06 LtG
J\"·/K IN Indianapolis Indy SE Side 10 2.20 " 42.8/25.7 2 I 1 (U~1 V,07 0.20

AWl' IVV Ch.'irksIOr1 WSFO l5 5.2l II 43.6.121,8 2 2 j 2.28 [1.86 3.14
AWKi\VTR PA PhillJde1phis Philly Fmnk 1n",[ (> Ll3 4 4R,5/34,7 2 I 1 0.32 0.1O 0--41
A\VKi\VTR PA Wllliallls-port \Vim<nnspm12 1O :S.fSlJ ) 43.6i2fi.8 2 0 0 2,6'1 (l.no 2.69

wm oH cl~;:drll1d Cl1ipp'::\\'li La'k~ 16 4.37 l3 39.2/23.9 J .1 ) 2.14 1.22 3.30

WTR NC Ch[ll'lort~ C,(irl<;'(lrd 7 :2.06 " 59.fL'31.9 1 \ II Ci.n; 0,'18 1.16
WTR NC R'lkigh Rrr!eigh St UnlY 5 2.tO 0 5S.':37.2 I I [J 0.22 0.97 L [\)

WTR TX D::l.I1,,~iF1. Wmlh FL WlJnh WSFO 9 2.70 • 61/415 1 1 0 l.67 0.43 2.10

IVTR TX Hnll~lDTI Nwso 16 5,74 13 662/5l.1 J 2 1 3.53- 0,11,) 3.72
WTR lL Ka!lkak~\, Kkl:c--WW M~ITO 9 3.4. 2 41l~7124~~ l IJ 0 0.74- 0_01'1 0.74

WTR Pr OL;:il],l Ocab II H2 9 76.7/53,2 2 , I (L12 OAR (U~:O

ARTNA DE Newark Wilmington r~{Jrl 7 2_60 0 47.2nl.2 2 (I 11 0.65 0.00 0.[15

ARTNA DE NewCastk Co Bear:2 7 4,1~ 2 -tq,OI1IJ.6 2 0 II 2..18 U.(}I] 2.3g

C"ARTNA MD Salis.bu!)"-~-S.DE) ,c;alisb\lty ZN 19 5.•~ l" 52):03.6 ,1 2 2 039 1199 LJg

YORW PA Ylnk York H<Jven 7 2.3Y 4 n!n , 1 ] 0.45 O,U3 OA,~

Feb '11
Dltv.'lof Total C(}n(illumJ~ Temp. range Salurday Sunde,\' FullWkendf; Silfurday SundBy Tot. 'Ye{lk~lId

Cf>U1v.my St~tl,' Cih' Station Pr~cip. incheS' Pncip. D lIys A \'1!'. billa "F Pl"ccip. DllVS Pneip. Days wjPr~cip. Precip.ln. Preeir'/.lr1. 'wl Ptl"dlJ. In.
AWKlWTR NJ New I3mn"w1C"k J SE , 4,68 5 44A/22.1 I l [I 0,59 026 0.85

AWl( FA McKecs {Pitbgh) McKEeSPDl1 II 9.37 8 38.4/]9,6 I 2 0 0.0' 0.06 0.\4
AWK MOfJL StLouis St. LQui.." SCI Ctr 7 9.70 3 47.4/30.4 j 0 0 4.43 O.lHJ 4.43

AWl' IN J1\dy Indy SE Side lO ll.26 HI 38.6/22.9 1 2 I UJ~ 3.13 4.21
.~WK'\VTR PA Pni!<1d~lphiu Pbilly Fmnk ]nsl 9 6.65 (, 45.1/30.2 1 l I 031 0.16 0.47
A\VK/WTR PA \Villiamo;port Willi'llns.pmll ]0 15.76 6 "0.3110,l l l 0 0.20 0.10 0.30

WTR OH cl.cv(']alJd Chipr('\~';} T.:jkl,: l2 24.49 S 3el.Il:/17A 2 1 0 1.16 2.21 4.J7
\VTR NC Ch'-lrlnH.l,.- CuneoI'd 5 2.2~ 2 $~.Jf33,8 1 0 0 1.60 0,1'10 1.tiO
WTR NC Rakigh Rille:igh Sllhliv 4 1.41 0 60.J:34A 0 l 0 n,Oo 0.94 0.94

WTR TX Dallll.<;iFt Wnr1lJ Ft. WortbWsr:-o 9 .s.92 4 60. Rf.H,9 0 1 0 D.OD O.l:~ 0.13.
WTR n: HDll:j;llJlJ NWSO 4 1.5Ci 0 64.7/4-1-.0 0 l1 0 0.00 O.tlO (u)O

WTR IL Kanktik~~ Kkl.'i:--\VW Mclr0 <) 15045 " ~t2.5/l7.2 l> (j U GJ]O O,fIO n,oo
\VTR FL 0'-':11;\ Ocali] 7 2.:-11 4 7.5.0i-l-Y.9 2 0 0 0.06 tUm lUl(l

ARTNA DE Ne';\':>rk IVilm:n.l.,.rtl1n Pm! " 2.6-4 5 4-1,4/27.4 I l 0 0.25 om 0.26

AR1NA DE Nc"\VC"'sllcCo Benr2 111 7.8:' 6 46.5:15.9 j 0 0 0.20 fum 0.::0
~AR'rNf\ MD Salsbury {--S. DE) S,lhb\lry 12 2,9] 9 54.fVJ1.5 .2 0 l> ,'1.06 O.OU 0..0(;

YOR\V P.~ Ylll};; York HflYt:1l 10 '~5) , n1, 2 I I 0-5:2 0.32 n,84
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Utilities Monthly

March (month #3 of Ql) 2011-2013

CASE NO. 201:>-00148
ATIACHMENT2

TO OAG OR NO. 1-183

April16,2013

*Note: Data is color coded by company affected: AWK, WTR, AWK & WTR, ARTNA, YORW. A
date in the 'Days ofPrecip' column means data is not yet available; inches of snow are cOlmted on a 1:1
basis and may skew yr/yr comps. Datafrom NOAA Satellite and Information Service.

Mar-'lJ
[lnys of Total COJltinuous Temp. rllng~ Sl};hlrda~' Sunday Tot, Weekends S~turd~y Sunday T(tl. Weekend

CornDan • Stutc City Stati~n Prl,'d;). Inches Pn-du. DUVli Ay '. billo of Prcdo. D<lVli Pre-dp. DR'S wlPred 1. Pncin.ln. l"rcdo. In. w/PNclo.ln.
A\VK./\VTR NJ Nelli BrulJs\yick 3- SE 4112/2013

AWK PA McKet"f> (Pitbgl1) MI;:KQ;;~jp0rt 16 gAR 14 43.6127.1 0,39 0.53 U,92

AWK MO/lL St. Lou!" SL Lou:" Sci etr 4112/2013
AWl( IN Imli:m:lpoiis lndy SE Side 12,42 41.5/25.1 0.02 0.00 0.U2

A\VK wv Cbarle;tOl.l WSFO 4112/2013
AWK/WTR I'A I'llililddpl1ia Philly Fml1k lm! II 4.1(1 10 .J.R.3!34.5 G.OG (1.2.0 fI.20
AWKiwm I'A Wil!immpmt Willimnsport 2 411212013

W'I'R OH Ckv1..·kmd ChippCWOl Lake 11 R.97 38,::U23,5 1.22 1.0.:5 2.27
WTR NC Cblrlmtc COt1l·\>tu 7 3.30 .5:5_6.;10_1 {LU3 0,55 0.58-

WTR NC R<1kigh Rl1k'igh S! Uni\' 411212013
WTR TX DullusJFt Wmth Ft WOIih \Vsro S J.7C1 67.1i4:52 1.6-4 O.tl--l- 1.6S

W'I'R IX rJ.ollslon NWSO 41121'2013
WTR IL Knnk<lkee Kke-['~-'VWM~-lr[l ,< 9.2S 39.X,i24.7 O_GD {I,GO CLOn

WTR VI. Ot;:<1I<:l (kilhl 6 O.RI 74.5/43.1 O.l19 (L24 D.33
ARTNA DE NIJ'I'I'<lrk WihnirJglon Pori 411212013
ARTNA DE NcwC'(lst1eC\, Be,ir ~ 4112/1013

-AR'rNA !>.-ID S<lilsbm;.:(r-S.DE) Salislmt}' 2N 4112/20\3
YORW PA York Yl)rkHal.'l';·!1 4fl2/2013

Mar '12

IlaY1i oJ Total ContinUCl-llS Temp. ranl1:c Saturday SUlIda)' Tol. Vll':ekend~ Saturday Sunday Tot. W~elc:e-ndl

Conman' Stale Cit" Station PrcdD. Inches PndD. DaWi A\'I'.. hVlo "F Freeln-. navs Fred .1>ay... wll"redD. FrcdD.ln. P.ccin, In, ..~'1 Preclf). In.

AWKlWTR NJ New Brumwick 3 SE 12 2.u2 " 59.9/3l'l.6 1 0.94 0.11 l.05
AWK PA McKees (pithgh) McKeesport 15 4.51 12 65.0(37.5 I 0:62 0.25 087
AWK MOllL Sl. LOllis SL LOllis Sej Ctr 10 3.08 7 68.2148.1 0 0.04 1.45 2.0.9

AWK IN Indianapolis indy SE Side 12 4.01 10 fJ5.6/43.0 0 2.26 0.21 2.47

AWK WV CbarlcsioD WSFO U 7.53 7 6!u/41.2 1 UW 0.36 2.16
A\\"K/WTR PA Philadelr11i.:'l Philly Prank Tn~t " 2_07 0 110.9/42.::: 0 0.70 0.12 lUll
AWK,WTI< P.' Wi Ili,llns-pon WiHimmpmt 2 12 1....7 8 61.7/36.9 I 0.39 0.11 0.50

\VTR OTT Chwel~nd Chif!P¢\\~1 Lilkr.: 13 G,64 g 60.0/37.3 1 1.17 0.12 1.29

WTJ{ NC Chilf1(ltt(: C,m";;onl II 2_(;0 " 73.:1/eJ-C,,3 j 2.05 0.08 2.B
WTR NC Rrrl\"igh Raleigh St Unl'\' lO 6.19 0 71A/tlf:.s ~, 1.9-+ l.11 3-.05
\I'll< TX 1J:di'I~·'J-'l, Worth FL W mill \VSFO 0 5,5~ • 73 ,97JS-U 3 I IJ19 0.22 1.31

\VTR TX Hmlslon NWSO l(> 5,32 77.315'9.8 1 101 O.~5 L%

'iVTR fi. K~!1kak';:I.: Kko.:c~- \-\'W M~ITO 1.90 (i4.9/--1::.J. G 0.(;3 0.13 fl.76
WTR FL {};,;ahl Ocal<l 7 1.99 H3.l/5,'L7 [I [1.00 0.94- 0,94

ARTNA DE H.,:,v8rk Wilmin:;lOrl Port , 1.13 fiO.lf405 1 0.66 0_02 O.1iS
AH.TNA DE NewC<l:itlc Co []("ar.2 7 0.79 (,1.51-10,6 0,56 U.lln 0.56

C"ARTNA ?I,m Sali~hUl)rl'~S:,Dr.'l Sc:J!i:>bllry ~N 10 2.03 11.!a J.Ul (l,DJ L04
YORW PA York YOlk HSVCll HI 2.~4 nia 0.3:;: O.N l.ll

Mur'l1
Ds}'s gf Total C(}ullulJou:I Temp. range Saturday Sunday TQt. Weekends Saiur{lBY Sunday Tol. We~"elld,

Cgmmmy State City Station Precip. lndu's Preciv. Day" AVir. hiflo OF Precip. Days Prcdp. D~1"" w/pncip. Pr.ed . In. PrcdJ).In. w/ P'rcdp. In.

AWKI'\:'TR Nl New Brun.'i-wlck J SE 10 7.19 " 51}U31.5 0 0 0 0.00 OJXl O.DO

AWK fA McKees: (Piibgh) McKee!>tWli 14 3.52 11 50.6/29 I 1 0.10 (U4 0.24

AWK MOIlL St. LOlliS St. L(IUj~ Sci Or 13 7.36 12 54.El38.7 3 3 1.13 1.01 2.15

AWK fN Indy Indy SE Side 12 4.0n y 50.7/31.4 1 1 2.50 0.10 2.60
AWKfWTR fA Phil8delphia Phllly FraIlk fnsl 9 4.57 7 57:.9/J6.2 1 0 1'1.00 0.2\1 0.20

AWRlWTR PA Wi1liam~port Williiiffi5.pm11 12 19.71 10 46.0/29.1 1 0.01 i.3J 7.34

WTR 0'1 Cle,\'t'11l11('l Chii:l[JI.:w<I Like J' ILlR HI i\SJI!2:5.n 1 0.93 I.S{i '2.79

WTR NC Chilllol!c Concord , 4.:i6 (, <J-4.Si4U.6 n.oo 1.21 \.21
WTR NC Raleigh R<l1 ~i~h S\ Ulli" 10 4.70 g 6:2.'1/-41.2- {I.I),I) 0.44 0.+1

wm TX Dall :lsiFL Wmlh h WorihW$[70 I O.OR 0 7l.S!49.S D.OO O,{j(j 0,00
'\\'Tlt TX Hous.lm.l NWSO 5 L9G 74.,/55.7 0.~5 D.oD D.SS

WTR n. K,lnkilkcl; Mt>\)--WWM\"lf{) 8 l.16 7 47.5/'::Y.7 D.OO OJIO 0,00

WTR }'L Ot:<lli1 Ocab R ::L9:-: 4 SO.S:52.S 0.05 O.(I{1 0.05
ARTNA DE Ncw~rk Wilming1lJtll'm1 9 4.&8 6 49.7/J3,4 D.no [.19 1.29
AJtTNA DE Nc-'''' DElle Co De:lr2 HI U7 • 52.1/32.8- I],O() 1'.37 1.37

r-ARTNA MD S~l!>bu:y {·-S. DE) S",l<;.hm'y IJ 6.67 G 57.5/J6.1 n.On 3.uR 3,6:::

YORW I'A York '{.orkJT3\'t':!l 1.l 0.(12 III n!Cl 0.02 0.19 0.21
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CASE NO. 2013-00148
ATTACHMENT 2

TO OAG DR NO. 1-183

Utilities Monthly April 16, 2013

HILLIARD LYONS WATER UTILITY COVERAGE LIST COMPARABLES

Actual // Estimate

Revenue !I1kt LTD! 5-Yr 3-Yr CUff Div. Short

Price Target TTM Cap Price! Cap. EPS PiE Avg AvgEPS EV,! Div. Payout Interest 30~day

CompanY Ticker 15-Apr-13 Price Rating ($MM's) ($MM) Book (%) FYI2 FY'13E FY'14E FY'12 FY'13E FY'14E PiE Growth BBITD"· Yld. (%) Ratio Avg. Vol.

American Water Works AWK $ 41.23 $ 45 Buy 2,876.9 7,323.1 1.6x 54.0 $2.11 $2.24 $2.40 19.6x 18Ax 17.2x 18.7x 22/}'6 9.7x 2.4'% 45 0.4'% 816.83

Aqua America WTR $ 32.20 S 33 Buy 770.5 4,519.2 3Ax 53.0 $1.32 $142 $147 24.3x 22.7x 21.9x 23.6x 10% l5.5x 2.2% 62 2.3%1 661.236

Artesian Resources ARTNA $ 21.97 - Neutral 70.6 170.0 Ux 47.0 $1.13 $1.17 $1.24 19Ax 18.9x 17.7x 19Ax 2% 9.3x 3.7% 70 1.6% 13,801

California ¥later Svc Grp CWT $ 19.41 - Neutral 560.0 910.5 Ux 48.0 $1.01 $0.82 $1.05 19.1x 23.8x 18.5x 20.3x -1% 9.8x 3.31}'~ 63 1.6% 4155.059

York 'Y·/ater Company YORW $ 18.19 - Neutral 41.4 235.5 2Ax 46.0 $0.72 $0.78 $0.88 25.lx 23.3x 20.6x 23.6x 2~/~ 12.5x 3.0% 76 1.5% 18.652

Al,'era:ge~: 2.2x 49.6 2Ux 21.4x 19.2, 21.1, 7.0% 11.4x 2.9% 63 1.5%
Source: Company rep0rls, Bas~line. and Hilliard lyons estimates

WATER UTILITY INDUSTRY COMPARABLES

Actual/I Estimate

Revenue Mkt LTDi 5-Yr 3-Yr I TTM Curr I I Di> IShort
Price I TIM Cap Price/ Cap. Cons ensus EP S Consensus P ,I E Avg AvgEPS EBITDA EV,! Div. payout Interest 30-day

COl1lpil.ny Ticker l5-Apr-13 ($MM) (SMM) Book (%1 FY'12 FY'13E F"~14E FY'12 FY'13E FY'14E PiE GroMhShare. EEITDA Y1d. ((l!o-) Ratio }.~'_g. VoL

Connecticut \Vater Service

Consolidated 'Vater

Middle:sex Water

Source: Company reports andBaseline
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Utilities Monthly

GLOSSARY

CASE NO. 2Q13.(JQ14B
ADACHMENT2

TO OAG DR NO. 1-183

April 16, 2013

allowed rate of return- the rate of return a regulatory commission allows on rate base in establishing just
and reasonable rates for a utility; it is usually based on the composite cost of financing rate base from
debt, preferred stock, and common equity

decoupling- breaks the link between earnings and revenues, allowing utilities to encourage conservation
without being penalized from lower usage

DSIC- Distribution System Improvement Charge, infrastructure surcharge allowed in some states (inc1.
DE, IN, NY, & PA) that allows a portion of costs to be included in rates lmtil a decision is rendered from
regulators for a rate case

Bcf- one billion cubic feet

Dekatherm- (Dth) unit ofheating value equivalent to 10 therms or 1,000,000 Btu's

desalination- removes salt and particulates fi'om seawater, making it potable

heating degree day- based on extent to which the daily mean temperature falls below a reference
temperature, usually 65°F

IISM- Inftastruchlre 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

MMcf- one million cubic feet

peak-shaving- using sources of energy such as natural gas fi'om 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 Sh011 periods of extremely
high demand

QIPS- Qualifying Infrastructure Plant Surcharge in IL, similar to DSIC

rate base- the value established by a regulatOlY authority upon which a utility is permitted to earn a
specified rate of rerum, 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
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Utilities Monthly

CASE NO. 2013-00148
ATTACHMENT 2

TO OAG DR NO. 1-183

April 16,2013

reverse osmosis- moves seawater through a selies of filtering membranes with pores that let water
molecules pen11eate, but not salt and pollutants

therm- unit ofheating equivalent to 100,000 Btu's

WNA- weather nonnalization 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
wan11er than normal and decrease the base rate when weather is colder than nonnal

WRAM- Water Revenue Adjustment Mechanism, decouples water sales from revenues in CA

**Adjectiye Scale Used in Text**

Least Intense

Most Intense

Negligiblellmmaterial
Slight
Mild/Minor
Modest
Moderate
Major/Severe

Additional information is available upon request.

Prices and all price sensitive data as ofMonday, April 15, 2013, close
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Utilities Monthly

RECENTLY PUBLISHED RESEARCH (listed chronologically)

CASE NO. 2013·00148
ATTACHMENT 2

TO OAG DR NO. 1-183

April 16, 2013

Cal~forl1ia 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 COlp. (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 $1 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 (SJI - $57.84, Neutral) 3/1/13: Q4'12 Miss for STI; ncs Down; Operations Up.

American Water Work'> Co. (AWK - $41.56, Buy, $45 TP) 2/27/13: Rare Q4'12 Misstep for AWK;
Thesis Intact; Maintaining Estimates and Price Target.

Aqua America (WTR - $32.39, Buy, $33 TP) 2/26/13: Q4'12 Results for WIR; Raising Rating to Buy
from Long-tenn Buy and Priee Target by $2 to $33.

Laclede Group, Inc. (LG - $44.15, Neutral) 2/22/13: Initiating Coverage ofLG with a Neutral Rating.

WGL Holdings, Inc. (WGL - $43.56, Long-tenn Buy, $45 TP) 2/8/13: Fiscal QI Results for WGL;
Extending price Target by $3 to $45.

Atmos Energy COIp. (ATO - $42.29, Long-term Buy, $43 TP) 217/13: Fiscal Q1'13 Results for AIO;
Raising Price Target by $4 to $43.

New Jersey Resources Corp. (NJR - $44.91, Neutral) 2/7/13: Fiscal Ql'13 Results.
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Utilities Monthly

Analyst Certifications

CASE NO. 2013-00148
ATIACHMENT 2

TO OAG DR NO. 1-183

April 16, 2013

I, Spencer E. Joyce, hereby certifY that the views expressed in this research report accurately reflect my
personal views about the subject company(ics) 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.

Hilliard Lyons acted as a manager or co-manager of an offering of securities of Califomia 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. 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 cunently fully valued, and may be used as a source of nmds if
better oPP01tunities 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 "I" 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
Recommended Issues

Investment Banking
Provided in Past 12 Mo.

Rating
Buy
Hold/Neutral
Sell
As of 10 April 2013

# of % of
Stocks Covered Stocks Covered

56 40%
79 57%
4 3%

Other Disclosures

Banking
13%
13%
0%

No Banking
88%
87%
100%

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 tl'om the opinions expressed here.
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J.J.B. Hilliard, W.L. Lyons, LLC is a multi-disciplined financial services finn 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 frnancial 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 infonnational 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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Last Price

37.58 usa
Fair Value

36.00 USD

Consider Buy
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Consider Sell

45,00 usa
Uncertainly
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Moat Trend'" Stewardship
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Utilities - Regulated

Atmos Reports Strong First Quarter

Valuation Summafy and Forecasts
Fiscal Year: 2011

3.391

37.75

30.39

19.5

7.0

3D Sep 2012

102

5.8

1.07

Andrew Bischol
Equity Molyst
andrew.btscllDf@morllingstar.colTl
+11:112)600,5433

TI18 primary analyst cover[ng this company
do os nut own its stock.

Reseorch os 0107 reb 2013
Estimates as 0105 reb 2013
Pricing data through DB Feb 2013
Roting updated 8S of 05 feb 2013

Currency amounts expressed wfHl '$' are in
U.S. dollars IUSo) unless otherwise denoted.

Analvst Note OHeb 2013

Atmos Energy ATO reported solid first-quarter GAAP EPS

of $0.88 compared with $0.75 in the same year-ago quarter.

Management guided toward the higher end of its fiscal2013

EPS guidance of $2.40 to $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 stable moat trend. The company

will paya $1.40 per share dividend in fiscal 2013, an increase

of $0,02 per share.

VitaIStatistics

Market Cap (USD Mil)

52-Week High (USD)

52-Week low (USD)

52-Week Total Return %

¥TD Tota I Return %

last Fiscal Year End

5-Yr Forward Revemle CAGR %

5-Yr Forward EPS CAGR %

Price/Fair Value

Price/Earnings

EV/EBITDA

EV/ESIT

Free Cash Flow Yield %

Dividend Yield %

14.0

0.0

0.0

·1.369.3

4,232.3

2012
15,0

00

0,0

-1.117,0

NM

2013(E)

15.3

0.0

00

-7,424.0

NM

2014(E)

74.1

0.0

0.0

-5,588.6

NM

ESiT

Revenue

E81T YaY %

Revenue YaY %

Financial Summary and Forecasts IUSD Mil)

fi"ol Year: 2011 2012 2013(E) lO11(E)

4,286.435 3.438.483 3,373.669 3,961.503

-8.0 -19.8 -1.9 17.4

456.256 451.528 491.048 543.399

-1,6 -1.0 8.8 10.7

208.949 216.717 224.150 243.533

10.1 3.7 3.4 8.7

2.31 2.38 2.46 2.67

12.2 31 3.5 8.7

38.339 190,668 -221.466 -146,147

·86.3 397.3 -216.2 -34,0

Atmos Energy isoneofthe largest natural gas·only distributors in the United
States. serving more than 3.1 million cListomers. 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 naturai
gas pipeline systems in Texas.

Profile

Hisloric:al/fof8cast dClta :;iomr.es .;Ire Mominuslm Estinlates and moY reflect adjustments.

Free Casll Flow

rree Cash Flow YaY %

Diluted EPS

Diluted EPS YaY %

Net Income. Adjusted

Net Income YoY %

Constructive regulatory jurisdictions continue to support

solid growth for Atmas' 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 earnings 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

million senior secured notes to repay an expiring term loan

and outstanding commercial paper. Forward interest rate

swaps lock in favorable rates through 2017, prOViding

significant interest-cost savings. The company is on track

to complete $770 million to $790 million in 2013 capital

expenditures.

Morn~l1gstar Analyst forecasts

Ana Iyst Note

Contents

<t, MOllllngsrnr 2DUIII! ~lght"i ~Q:TfVrd_ M{)mi!l[J'>I.~r·:s Credil R<ltlrrgs & R~s~rtll j<; tJro&l~<5i .md offNecl hy Momir.g<;ldl, I~" wllkh is rot I12fjlS!efed wilh thf' U.S. S""-llrrue-s '3l1d r~dmrJge Commis.:sion as.::l NOllmll1y Rtl(ogni1.ed StJli,llUl! r~<'lIIfi!3 Org,mimtJOIl
{'NRSRO'llJnlr.ss otherwiw p.-U't'kk<J]n a sep<!l<'ltc 1'19~m, '(clU nl3Y ffi~ tllj, r~ 0011' mthre l;C!Url1ty in which it; Ofigilll!l ,j'lslIibutCf i> OOSL'c.L TIw inflXmlltit.lf, d/!Iil. illlalyse,> and OP'lll'IDm pr8"..en1ed herein ria oot ;::oosfllute jnve.~tm~nt <llNi!;¢: <UP. prov'lded

$Olejy for ~lforrl1illiolli'l1 pU1p05lO'> Bill! tJleferore- ilr{l not <In offer to buy Of ~I <l ~eaJ:!l~; iltJd (lfl: ool Wllrflmtw to be, correct, romp-lele or 3(cumlo, The opinioos e)(~C';~ ilre as of Ill(> ""lte-written <100 me suQjecllo dml'l[!e wi!.hrutnmice. U:O"Plll~ tlllwrwlo.e
required by law, MCllIillg$Lar SllllU not IJe respct1'L~o fer any tra-dir-;j decbiot1~, dClIlld9C'$ GI' otffi>r hJO'>0'5 resultirtg from, Of reldtiod 10, the jJ\rotm'ltimJ, datil. (lM~S or upinKms or their lrse. The inf(lffil::ltioo i:Ofltllint'd l1e:l'Eill ~ the pmprielllrt pl"up.;.'ily{Jr
Mom;[1~s!ar ilm! lnay not oofeplcxJmed, in wlnlu- Of III pmt. (If lJ'>ed in :lIlY m<lllll~r, witJlUUt tnp.priOfwrillel1 Con-seJll of Momll~lr. To ordef foL'pdl1ls. rilli f 1112-595-6100, 1Q lirerl5a the rese..m:h, c:.111 +1 J12·6m~,ti8ffl.
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Atmos Energy Corp ATD (I~YSE) 1**
........... , .. , .... , .... , ....... . ........................ " ........

Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat'" Moat Trend'" Stewardship Morningstar Credit Rating Industry Group

37.58uSD 36.00 usa 28.80 USD 45.00 usa Low Narrow Stable Standard BBB+ Utilities - Regulated

Morningstar Analyst Forecasts

Financial Summary and Forecasts
fiscal Year Emls in December Forecast

3·Year S·Year
Growth [% YaY) HisL CAGR lOW lml 2ill2 2013 2014 Pro). CAGR

Revenue -11.6 -6.2 -8.0 -19.8 -1.9 17.4 10.2
EBIT -0.1 2.4 -1.6 -1.0 8.8 10.7 8.5
EBITDA 1.4 1.6 1.3 1.2 8.2 10.1 8.2
Net Income 3.7 -2.4 10.1 3.7 3.4 8.7 6.0
Diluted EPS 3.8 -3.2 12.2 3.1 3.5 B.7 5.8
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 -86.3 397.3 -216.2 -34.0 5.5

3-Year 5-Year
Profitabillty HisL Avg 1010 1011 2011 2013 2014 Pro}. My

Operating Margin % 11.2 10.0 10.6 13.1 14.6 13.7 13.2
EBITDA Margin % 17.0 14.6 16.1 20.3 22.4 21.0 20.1

Net Margin % 5.1 4.1 4.9 6.3 6,6 6.2 5.B
Free Cash Flow Margin % 4.1 6.0 0.9 5.6 ·6.6 -3.7 -2.2
ROIC% 10.2 11.7 9.8 9.2 5.9 5.9 5.9
Adjusted ROIC % 11.9 13.7 11.5 10.6 6.8 6.7 66
Return on Assets % 3.0 3.1 3.0 2.9 2.9 2,9 2.9
Return on Eguity % 9.4 9.5 9.4 9.4 9.3 9.6 9.7

3-Yem 5-Y.ear
leverage Hi5L Avg 2010 lOll 2012 2DB 2014 Prqj. Avg

Debt/Capital 0.52 0.51 0.52 0.52 0.54 0.56 0.57

Total DebtiEBITDA 3.50 3.37 3.50 3.62 3.92 4.03 4.12

EBITDNlnterest Expense 4.64 4.42 4.57 4.94 5.61 5.34 5.16

Additional esti!Th:ltes and scenados aval!ab~e for download <It http://se1ec:Lmarnings!ar-c{)m

Valuation Summary and Forecasts
2011 2011 2013(E) 2DI4(£)

Price/Fair Value 105 102

Price/Earnings 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 0.0

Free Cash Flow Yield % -1,369.3 -"117.0 ·7,424.0 -5,588.6

Dividend Yield % 4,232.3 NM NM NM

Key Valuation Drivers

Cost of EqUITy %

Pre·Tax Cost of Debt %

Weighted Average Cost of Capital %

Long-Run Tax Rate %

Stage I! EBI Growth Rate %

Stage I! Investment Rate %

Perpetll ity Year

8.0

5.5
5.9

38.0
4.0

50.0

10

Discounted Cash Flow Valuation
finllValue POI SIl.re

USDMil 1%) Value

Present Value Stage I ·370,125 ·6.6 -406
Present Value Stage II 772,614 118 8.47

Pmsent Value Stage II! 5,218,146 92.8 57.23
Total Firm Value 5,620,635 100.0 61.65

Cash and Equivaients 64,239 0.70

Debt -2,527,365 -27.72

Preferred Stock

OHler Adjustments
Equity Value 3,151,5119 34.63

Projected Diluted Shares 91.172

Fair Value per Share IUSD)

The dati:3 in the table above represent oflse·c2L58 fO;lJ('.(l.')ts ~n the fXJffi[}flTlY's reporting
~IFTenr;Y;;lS of the beginning of the tUfrBflt yP..(lf. Our fairv(llutJ estimate may differ -hom the
eq1.Jity va.llle per Shellf: s~lown iJl:ll.l\Ie due to (lur tim{) vallie of money aujustmp.nt and in cases
where probilbility-we:gllted scenario iJ.11i:Jlysis is per1ormed.

1.;, Mrrnir;gsmr 2m 3. A~I Rigffis R~P1V-e-!l rI.omillg)lilr'S CrOOlt ib'llir1lJS f, Re.searrh is p'oouc:ro and offere-d bJ MCJmTr.;:r5tilr, loc., 'IMlich is l}(lt rL-gi~lel~ with the U.S. SCOlrities mKi hch:l1"ile Canmi'.>sforJ OJS.1 Natiormfly Rer.ogni1.ed Statrs.beal FlClting OrgOlllil:lli<Pl1
("N!lSRQ'). Unl8".>5 otherwis.e prn1filiEN:! ill iI 'SBpiJfi:lle llgreerrem, )'Ou may lJ:'>oe !.his report only in lJle,ffiUllU')' in wilkh ils migillill dislribuwf i" Mscal, The illlomMIilx\ d<lla, aWJI~es.and oplflial'ls. pri!'SBrlted hemin do mrt rorGtitute iINeslmMt <ld\'iffi; ar~ praviffid
sowly for lnf0mJ8!.ioflal purpa;~ l1J1d therefore ,1/1; 001 <Ill olf€r to In!)' CJfse!l a s.ooJrity. amI are flOC warr<lllted t(l be rurrect CO;11pJf'te ()f dit.LLlrdli:O. TI!€' opirntll'ls e~pre5.5ffI a;lJ,~ of the dale wriuen:Jm <Ire Sl.lbjcet lo[) dlm'9" Wtlh0tJ! notice. b:cl'j)t '1<; ocJ!M',Ii~

rCl1llired hy law, MGmir.gStJ.f WOIlIllQt be ~fIO!1'}j~p' for ;:my 1ra(]lllg deci~iGr6, damages or other kls.~.,e,s re--.".u11ing !ram, or related to, lhe infam1.'Jtic!1, dam, 'lI'la.lyse5 or opinions Of lhe1r l1'>e. The informal1on contained herein is the pmpriel.-'lry propeny of
Mc:miflgsUlr and !my Ilot be H'}>roouw:!. in i'rllOlc GI" fn pint or llit:rl ill ,my fTlCIDll.(lf, w~tilQ!.Jt the prior written coosenl cl Momirlgstill. To Gf~ r~prirn.s, <:.all +1 312-695--5100. Toll ~k:eJlse the, rt"'>eardl, CC1!1 fl 31l·El9f>.f.B59
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37.58 USD 36.00 USD 28,80 USa 45,00USD Low Narrow Stable Standard BBB+ Utilities - Regulated

Morningstar Analyst Forecasts

Income Statement (USD Mil)

fiscal Year Ends in Decomber Forecast

2010 2Dl1 2012 2013 2014

Revenue 4,661,060 4,286,435 3,438,483 3,373,669 3,961,503

Cost of Goods Sold 3,346,924 2,985,615 2,114,744 1,978,116 2A61,992

Gross Profit 1,314,136 1,300,82.0 1,32.3,139 1,395,553 1,499,510

Selling, General & Administrative Expenses 454,621 442,965 453.613 466,378 479,526

Other Operating Expense {Income) 187,143 177,767 181,073 188,647 215,707

Other Operating Expense (Income)

Depreciation & Amortization (iF reported separately) 208,539 223,832 237.525 249A79 260,878

Operating Income (ex cltarges) 463,833 456,2.56 451,52.8 491,048 543,399

Restructuring & Other Cash Charges

Impairment Charges (if reported separately) 30,270 5,288

Other Non-Cash (Income)/Charges

Operating Income (incl charges) 463,833 425,1186 446,240 491,048 543,399

Interest Expense 154,188 150,763 141,174 134,516 155,603

Interest Income -591 21,184 -14,644 5,000 5,000

Pre-Tax lncoml! 309,054 296,407 2.90,42.2. 361,532 392,796

Income Tax Expense 119,203 106,819 98,226 137,382 149.262

Other After-Tax Cash Gains (Losses)

Other After·Tax Non-Cash Gains (Losses) 15.988 18,013 24,521

(M inor ity Interest)

(PreferreG Dividends)

Net Income 205,839 207,601 2.16,717 224,150 243,533

Weighted Average Diluted Shares Outstanding 92,422 90,652 91,172 91,146 91,146

Dilutl!d Earnings Per Share 2.2.3 2.29 2..38 ZA6 2.67

Adjusted Net Income 189,851 208.949 216,717 224, 150 243,533

Diluted Earnings Per Share (Adjusted) 2..05 2.31 2.38 2_46 2.67

Dividends Per Common Share 1.34 137 1.39 1,40 1,43

EBITDA 680,793 659,141 692.,333 754,573 830,590

Adjusted EBITDA 680,793 689,411 697,62.1 754,573 830,590

Ii) Mffillrlg'ililf 2013. All R1ght~ r,fl'$C1'\lcd, i\~.omlm]'it.lr'~ Croot RatJf1g":i & RllW,,"lrrh is. prnd!l<:ed "md offered hy MorllillgStilr, Ilk:., whith b M ~i:;l!;wd willi we. US Secwilies arid E~lnge ComniS'ilon a:> a NilUOOi.lly Rewyniled StatJSUCIl! Rillirlg Ory<JlliIatkJn
I' NR~,RO<J, Unle:;~ Q\~i~ lH'oY1th.,d i.l1 a wp<Jr;J!r' <1gre€ment}'{lll tlloJY LJS!3 lilts mport ooly II'! tl1e Wlmtr)' "In ,.,111dl its original distril:J.lll:or j., b,1~~. Tn.. lnfurmation, datil, 1l1'l<lly~~ <st\1j ~nfoflS pt"eSf'.JI1.ed here'ln do fmt oorJ5~ilIle irwe'StJlIEm! adtiw; <lfe pmv~cled

wldy frJr mrI;lfffiij1i[]r1~1 ~lO';eS: l'lnd Lt~clQ~ IlfP. hclt (m{)ffer to~ or sell a SEUlrity; .mrl.are not wmmntec11rdle correct, romplete or :ltI:1I,\11t', 1hp.\lPlnioos e~[X{l";sed <Ire ClS r.411jU U[llewlltten <IrK! me ~t'l:t lQ mallge withwt IINke. f~tqJ!.1s otllewJi<>e
ll'{jLJfreQ by 1<1"", ~fn:flg'>!.;jr ~Il<ill rlO\ be t¢5rrm;~I{! tor ,my !ri:ldir>g (J.edsEQllS, dJJm.~[]es mother fn';,se:;: resllllTng nan, Of relaler.l to, the infur1Tl,'uOfl, ~/l\.!i, illlalyses. or 0rlll1011S or tlteilllSe. The infOOJ1<ltion.r.:olllililWd herein i~ the PfGpfiernry prtlpCl1y Qf
Mfofl1jr1[l'j~nr ilJld m,lY oot bl:[~lJo;d, in whol\; IJf ill part or lJSed in 0111' fC13f'r:t1Cf, wi!oout th€ prWr written consent (If MDmlrJgs!.af. T{) order !l:pfinl-s. l;:;lll +1 312·59&5"]00.10 lirenS'e Ihe resrorclt, call +1 312-6%-(>5[1'9
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Morningstar Analyst Forecasts

Balance Sheet IUSD Mil]
Fiscal Year Ends in Decembar Forecast

2010 2011 2012 2013 2014

Cash and Equivalents 131,952 131,419 64,239 91,731 112,294

Investments

Accounts Receivable 273,207 273,303 234.526 230.105 270,199

Inventory 319.038 289,760 256.415 189.682 236.081

DeFerred Tax Assets (Current)

Other Short Term Assets 150.995 316.471 272,782 316,477 316.477
Cunenl Assets 875,192 1,010,953 827,962 B27,989 935,046

Net Property Plant, and Equipment 4,793.075 5,147,918 5.475.604 5,992,079 6.474,887
Goodwill 740.148 740.207 740.207 740.207 740.207
Other Intangibles

Deferred Tax Assets (Long-Tenn)

Other Long-Term Operating Assets 355.376 383,793 451,262 476,262 501,262

long-Term Non-Operating Assets

Tolal Assels 6,763,791 7,282,871 7,495,035 B,036,537 B,591,402

Accollnts Payable 266.208 291,205 215.229 201,324 250,570

Short-Term Debt 486.231 208.830 571,060 570,929 1.070.929
Deferred Tax Liabilities (Current)

Other Short-Term Liabilities 413.640 367.563 489.665 501.665 513.665
Currentllabi lilies 1,166,079 867,598 1,275,954 1,273,91B 1,835,164

long-Term Debt 1,809,551 2.206.117 1,956,305 2,385.305 2.275.805

Deferred Tax liabilities (Long-Tenn) 829,128 960,093 1.015,083 7,030.083 7,045,083

Other Long-Term Operating Liabilities 780.685 993.642 889,090 864.090 839.090

Long-Term Non-Operating liabilities

Tolal Liabililies 4,595,443 5,027,450 5,136,432 5,553,396 5,995,142

PreFerred Stock

Common Stock 451 451 451 451 451

Additional Paid-in Capital 1,714,364 1.732,935 1.745,467 1.745.467 7,745.467
Retained Earnings (DeFicit) 486.905 570,495 660,932 757.224 870.342

(Treasury Stock)

Other Equity -23,372 -48,460 -48,247 -20.000 -20.000

Shareholder's Equi ly 2,178,348 2,255,421 2,358,603 2,483,142 2,596,260

Minori ty Interest

Tolal Equity 2,178,34ll 2,255,421 2,358,603 2,483,142 2,596,260

K' MOOlil'lgslm 2013.. All Rights Rescf"Jcd_ Mrnn~t<lr'~ Croolt Ratings .& Research i~ pr~w1,..oo ofrl;"iM by Moolingstar, Inc" whir.h i~ mt reyi::,tered witlJ the U.S. S'Xwil18s aoo Exdlimge- Con~i:,;')I00 as il Niltk:.l<llly Recl'9llil£"d St;ll~lk..lll?1llng Oiycmimtioo
r'NRSIW'i. Un~ otherwi':,E provided ill fl sepamln 'rgreemerl[, you lID) lJSr2" th'r.;. repLofl ut1ly tn rJ-w l;:\lIJI'rtIY in v.tJkh it" oog'mJi dhlmAAOC h b<lc.eO. The-informill'lOO. di1!a, (mill,y~ iJlld ~t1lmlS preS€flted herein del rIOt CDl15!iIU1E.l ir7lf{!,!mlllll advice; <lre prO'.'1do.';d
'5O!e~ ror !l'lfcrmlliOffiJI ptJ1pcr;P5 and t1lel:efo;,e flfC' mJ1 JlHlffer to bif1J or sell "securiry: dljd /Ire trot W<IlfOlnled to b\l correct. rompk>tf! ut ll~le-, The apinm €?:~f;";>..'iI;dIll!; i,'i ct the dale written and are 5!J~E'Ct lo r1lilllge w,l!lool ootl(e. txcept <I;' {ltJ1e.lwi~
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Morningstar Analyst Forecasts

Cash Flow [USD Mill
Fiscal Yo" Ends in Oecemb8I Fvrecast

20/3 20/4

30.270 5,288
196,731 117,353 104.319 15,000 15,000

23,491 20,291 17.492

-40,401 -96 32,578 4,421 -40,094

54,014 27.737 28,417 66J33 -46,399
3,501 -91,567 -29,066 -43,689

58,069 23,904 -64,234 -13,905 49,247

15,274 14,196 29,313 12,000 72.000

126,476 582,844 586,911 528,234 520,479

-542,636 -622,965 622,965 -780,000 -710,000

128.223

-66 -4,421 -4,625 -50,000 -50,000

-542,702 -627,386 -499,367 -830,000 -760,000

-92,875 2,497 -16.148

-124,287 ·124,011 -125,796 -127,858 -130,475

54.268 83.306 354,141 ·131 500,000

-131 82,217 -257.034 429,000 -109,500

-163,025 44,009 -44,837 301,011 260,085

28,247

20,149 -533 42,113 27,492 20,563

Net Income

Depreciation

Amortization

Stock-Based Compensation

1mpa irment of Goodwill

Impairment of Other Intangibles

Deferred Taxes

Other Non-Cash Adjustments

[Increase) Decrease in Accounts Receivable

(Increase) Decrease in Invent0l)'

Change in Otller Short-Term Assets

Increase (Decrease) in Accounts Payable

Change in Other Short-Term Liabilities

Cash From Operations

(Capital Expenditures)

Net (AcqUisitions), Asset Sales, and Disposais

Net Sales (Purchases) of Investments

Other Investing Cash Flows

Cash From Investing

Common Stock Issuance (or Repurchase)

Commoll Stock (Dividends)

Short-Term Debt Issuance (or Retirement)

Long-Term Debt Issuance (or Retirementl

Other Financing Cash flows

Cash From Financing

Exchange Rates, Discontinued Ops, etc. (net)

Net Change in Cash

1010

205,839

216,960

1011

207,601

233,155

1012

216,717

246,093

224,150

263,525

243,533

287,192

't' M~~ilr2013. All Right.., Resewed, Ml)fTliJlg.5l,lr''S l.redil RiltirlgS 8. Re-rA'lrch lj, prcducoo ';lld urrl;1t:d by fl,kornil"lg';tdJ, h~" whkh iJ oot ff.'\lIsICiL'Cl witll the U.S, S8CUri~~ and txdm~ r.ommissJOOllS 11 Nflboo<lIJy Rec:ogni2.ed Stati<:UCdj ~i'I;t1tl9 Orgm.imlioo
\' NRSIW1. Uf1I,eS5 OIDeIWI'.ie proviOed 'In.1 ~1i1tl;' "g.-eerTJ2nl, )'tlll may lJSe tto'l:> repan ooly if! tl~ COl.I:f]l.IY in which its Dfig'lll.d I dhIFibl1tcr- J5 baSN TIle- infOffilal'loo. d<l!iJ, ilfkllyses ami oflp'mrons prec..efltfXl herein do not WflSlitule iINeSUllent <llhlklJ~ ilfP. prov'lded
sclclj r\ll fnfOfTTlJliOflll1 pull)O'.>E'S ,md Irwn;rQre Ilrf' 00\ ,m ofjer teJ. bll)' Dr sel~ <1 sernrity: <llld Me nat WMj<Jmed toIle correct, Wliljlk'tP. OraCCUJil!a 11~ apilllorll e:;o:pr8'.i~ ul€ uS -of tilt, d.1te wriHel'l mld mn SLlbjrx! 1(10 ril.lllge withOlJl ootice_ [):C!1'll M t;ltJwn'li;;e
Tff.JLJli('d by I(J','V, MomilYpiar Shlliloot ~ ~tK;()';;iblI: fDr illlJ trai..Hng dffi'SKlns, d.:ml.1g~ orotlle! I~ r0:1.1I[ing from. C1f relClled lG, lne infarll'liltion, data, [malrse~ WQjllrum5 or l:heir llW_ The infGfTIlIlIt<:m [ontllirmd hPSeill is the proprietary pr~ty of
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Constructive regulatoJY environments provide strong rate base
growth opportunities.

2014(E)

14.1
0.0

0.0

-5.588.6

NM

3,391

37.75

30.39

19.5

7.0

30 Sep 2012

10.2

5.8

1.07

20Il!E)

153

0.0

0.0
-7,424.0

NM

1011

15.0

0.0

00
-1,117.0

NM

Financial Summary and Forecasts IUSD Mill

Fiscal Yem, 2011 1012 201l(E) 2014iF}

4,286.435 3.438.483 3,373,669 3,961,503

-8.0 -19.8 -1.9 17.4

456,256 451.528 491.048 543,399

-1.6 -1.0 8.8 10.7

208,949 216,717 224,750 243.533

10.1 3.7 3.4 8.7

2.31 2.38 2,46 2.67

1~2 3.1 35 87

38,339 190,668 -227,466 -746,147

-86.3 3973 ·216.234.0

Price/Earnings

EVIEBITDA

FV/EBIT

EBIT YaY ",(,

Net Ineome. Adjustoo

Net Income YoY %

Free Cash Flow Yield %

Dividend Yield %

Free Cash Flow

Free Cash Fiow YoY %

EBIT

Revenue YaY %

Revenue

Vital Statistics

Market Cap (USD Mil)

52-Week High (USD)

52-Week Low (USD)

52-Week Total Return %

YTD Total Return %

Last Fiscal Year End

5-Yr Forward Revenue CAGR %

5-Yr Forward FPS CAGR %

Price/Fair Value

Diluted EP$

Diluted EP$ YoY %

Valuation Summary and Forecasts
Fiscal Year: 2011

14.0

00

0.0

-U69.3

4.232.3

Analyst's Perspective 07 Feb 2013

With its massive, diverse portfolio of gas distribution

businesses and a small gas 'lnfrastructure business, Atmos

has leverage to a structural increase in natural gas use in

the U.S. economy. Given current market conditions,

management has shifted its focus from growth through

acquisitions to 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 earnings growth,

which we forecast at 8% through 2017. Combined with a

4.0% dividend yield 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 Investment Considerations

.. Trading at 15.3 times our 2013 earnings estimate as of

early February, Atmos looks slightly overvalued.

K8Y Investment Considerations

Contenls

Morningstar Analysis

Valuation, Groltvth and Profitahility

Scenario Arlarysis

ECDrlOrnic Moat

Analyst's Perspective

Anal ys I Note

Thesis

Cunellcy amounts expressed with or are ill
U.S. dollars [uSDI ualess otherwise dBnoled.

Research as of 07 Feb 2013
[stirnates as of 05 Feb 2013
Pric ing data through 06 Feb 2013
Rating updB led as [If 05 Feb 2013

T~le primary analyst covering this company
dOllS not own its stock.

Andrew Bischo!
Equity Analyst
.anumw.bisdlOf@morningstar.com
+113121690·6433

MOBI Trend HlstorK:BlIforec<Jst data sources are MllirtinQstar Eslhllates and may leIl8{'1. <It!ju5tme~ltS.

Bulls SayllJeals Say

Credit Analysis

Financiai Heallh

Capital Structure

Enterpriso Risk

Management &

Analyst NOle A'chiva

Additional Information

Morningstar Analyst forecasts

Comparable Company Analysis 12

Methodology for Valuing Companies 14

.. The fast-growing pipeline and storage business in Texas

provides for strong rate base growth in a constructive

regulatory environment.

.. Atmos management has shifted its growth strategy, and

is now focusing on internal capital investment

opportunities to drive 8.0% annual rate base growth

through 2017,

Profile

Atmos Energy is one of the la rgest naturaIgas-only distributo rs in theUn ited
States, serving more than 3.1 miliion customers. The company's utility
operations serve Colorado, Kansas, Kentucky, Louisiana. Mississippi.
Ten nessee, Texa s, and Vi rg in ia. Its nonutil ily operatio ns rna rket natu ra Igas
across avast U.S. territory and include one of the largest intrastate natural
gas pipeliae systems in Texas.

~) Mcmlfl~Slar 2013.1\]1 lIight.. 1{(f'1:1\'€(L M(\/nTng;;tllr'~ Crrot RJlUI\.g'>.& R0:ffiJdl ~'> prudrn:ed and offered by Moming~titr, loc. wtlif::h IS~ rINJl"ileffid wim the US S~riue:><1110Exd~ CClmmfs"iKJn 015 OJ NatiormH'f Recugniled S'iltistk;al Rlltln9 Org::mimhoo
r'NR:,Ri)'l. Unlof.':'>'-~ olhcr;;j5{l provWBll III a :<.€parllll] '>green'elll,}'OO ~Wf lJ'>1': Uli$. f,"!JO;1 rmly in the country in wtJ'll:h 'ItS. {}figjl~'J1 dls.tnOO1:or h oos-cd. ltJe. 'm!ormal'L{)jl. da!d, afl<ll)ls,e.~ ddlU opinlGfl-S.~~I~ hP-feln do Il~ wl15liMe- irN!:'strmmt ad-olire: am prwid?d
~fety tar imorm.llloll.ll! pllqxr;es and UlererOf~ are not Jll aff~ tc nuy Qf ~I! a ~OOJrjty; lind <Ire not wlIffilnled lobe oorrect, mmplete or l1ITll1IJle. lhe opintillr, l."::':fX"essed:Jre <t> of tie dal£] \'mU~ (md i'~ s.uij<d to WJJI9€ wilhootootire. v;cepl a'> othlliwi~-R

~u~red by laYl, Mmlllrgsl.lU ."ha!l oot be respo:lsihl~ !or any rradir.;) ~i$kojl'>, tklll'lJlgD:> or oliler Io.>o.es re~lll!illg fwm, or ref<ll!J{j to, the infQrmation, d.1m, llil<lJ'f.'e~ or opinions or the-jr lISo, lile inromJ.llllOl1l;{J!1laliWt1 nerein i~ the pruprlelilry propefty of
Morningslar .md" may HO! \)e reprodl1red, illWIXJIQ or lfl part. or lJS~ in <lll}' llk!:t1:t~r, wilholJt Itw prkn'Vlitlen COl1.wnt of MQ!1Iings.lar, Toorrer rep;illls, CC111 +1 312-595-6100. To li~ 1111" f~('drdl, VlH _1 3nfJ9{HJ8~9
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Morningstar Analysis

Atmos has an
impressive number
of rate mechanisms
to raise revenue
without filing a
formal rate case.

Thesis 07 Feb 2013

As the nation's largest natural gas distribution utility, Atmos

Energy brings together a patchwork of local distribution

businesses from Virginia to Texas and a lower-risk

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 healthy, if unexciting, returns.

After the sale of its Illinois, Iowa, Missouri, and Georgia

businesses, Atmos will have regulated distribution

operations across eight states. A highly diversified

regulatory environment is one of Atmos' strengths. Harmful

rate changes imposed by regulators are the bane of any

utility. Regulators' ability to set rates counters the natural

monopoly position of the utility, resulting in a narrow

economic moat for most utilities.

With so manydifferentjurisdictionsAtmos ismore insulated

from individual negative events. It also enjoys some

favorable rate mechanisms in its territories. The company

is protected from weather-related fluctuations in customer

usage forthe bulkofits meter base, with full rate decoupling

for another slice of it. Even better, Atmos has an impressive

number of rate mechanisms to raise revenue without filing

a formal rate case, All these factors help Atmos generate

relatively stable cash flows.

Atmos has historically grown through acquisition,

purchasing 10 companies in the past 20 years. Its largest

by far was the 2004 acquisition of TXU Gas, which added

1.5 million customers 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. It spent afew 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,

$2,0 billion in growth investments in the constructive

regulatory Texasjurisdictions. The company benefits from

Texas Rule 8,209 on distribution infrastructure investments,

allowing it pre-approval by the Texas Railroad Commission

and regulatory asset treatment for carrying costs. The

company's state transmission and storage investments

experience regulatory lag of up to ayear while still earning

comparatively favorable returns among peer-regulated

returns. Management has built strong working relationships

with regulators that Should continue to result in strong

shareholder returns.

Valuation, Growth and Profilabilily 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 cost of capital assumption from 7.7%

to 5.9% to reflect current market conditions, but we cut our

perpetuity growth rate assumption, resulting in no net

impact on our fa irva Iue estimate. Our forecasts incorporate

normal weather and an updated five-year company outlook.

We expect regulated growth expenditures will be

concentrated at Atmos' mid- and west Texas utilities and

regulated 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% annualized rate base growth

through 2017. Our fair value estimate incorporates about

$3.8 billion in regulated expenditures through 2017,

Additionally, our earnings growth estimate incorporates 1%

customer growth at the LDCs through 2017, assuming no

growth through acquisitions.

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

Atmos is now focused on organic growth, with most of its Investors considering a position in Atmos should consider

;;;, Moming'S.t.ar 2Dl1 All Right'.> R!'.served. Momlngslm':; Credit Rating-; & llf!,l?'lrch f:; p~r;:l;'d illid o[fEererJ try l'rmmlrM;lSl.a~ Ire., whidl l5 ~lCt wgistere-r:l with !h<! U.S. Secmiti~ .md b:cllilll9f! Goolml,sioo!ls Il NIlI"':XMlIy ile-cogn!led St<3li>tiGlI Ra!ll"lg O:gllnit/ltloo
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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% annually our fair value

estimate falls to $34 per share. Ifspending were to increase

by a similar amount our fair value estimate would rise to

$38 per share, assuming full recovery,

Without decoupling mechanisms, Atmos' growth will be

influenced by customer usage. A 50-basis-point change in

our core customer growth assumption would lead to a $1

per share change in our fair value estimate,

Our assumed cost of equity has asignificant impact on our

valuation. A 50-basis-point change in our assumed cost of

eqUity would lead to a $4 per sllare 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 regulators at a level that aims to keep customer

costs low while providing adequate returns for capital

providers, This implicit contract between regulators and tile

uti lity should, in the long run, allow Atmos to earn its cost

ofcapital and leads usto assign the company anarrow moat.

Moat Trend

We do not foresee a material change in the regulatory

compact that allows uti lities to earn at a level that

adequately compensates capital providers whi Ie ensuring

uti lities do not take advantage of their service area

monopoly by gouging customers. As with all regulated

uti lities, we think regulatory caps on revenue and returns

preclude Atmos from establishing awide economic moat.

Atmos' investment program is focused almost entirely on

its regulated natural gas distribution and transmission

businesses. Furthermore, the company is concentrating its

growth expenditures in the territories where its regulatory

return is swiftest and most transparent, Iike Texas.
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Bulls Say/Bears Say

Bulls 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' regulated operations are distributed across

eight states, insulating companywide profitabil ity

from individual negative regulatory outcomes.

.... The company has increased its dividend consistently

during the past 29 years, with 116

consecutive payouts.

Bears Say

.... 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, potentially destroying shareholder

value.

[, M{nllrq.;tar 2013. All Right·.; Re'X'l"ved. Momirtg'>taf''S ·Credil RlltiFlg'> & Re'>f'43lcl1 is p4"odllcffi,md offered by MomirlgSUll, hk:., 'Nhlc:h i~ l'Ul regi~.ter811 'r'rilh tlle US SecU!il~_100 E)[d"la~O wrrrnl""1JJl as a NaliCXHtll~ Rea;gniled St.2US.llc.il: RAtill!J 0rg,wllation
rNIlS~{)'l, lJR!e';.';~iS& provided in a ~mte agree-me-Ili, )'011 m.l't us.e ~Iis r~pql (lIlly lri the rnuntr, 'In vvhich ll$ uriglnill di'Slribul:rx- is bey,P.d. Th<> infOfll1<ltim, data, <llkllJ">f':S iH1d ~llicm$11JL'S-Cll1.ed herein flO not cooslilme ime-;tmem d;Jvi~e: !:r~ plU'/ided
'>Olcly for iruormmiill11l p!Hpmes al'lcl therefore. m-e not ,In off~r ill htJ)' -or :.el! a security; and MlJ oot W,llTcmted 10~ cOl1ec~ (()mpl~t'! Of ~U!ilte. ne Qj:llt!iut1S expre-;~ are a~ lJf the- elale willC'lIard are suQlect 10 dl<lng€ withoot 1l00lte. EJic:epl AS \l1h€fWise
fL'ilJTmti by IClW, Momingst.2r shall I10t be fespr.m.ihle far <'JITj trd.dl~ dedsioos. damage'> or otlll!r lCJ5.se5 re:s.ulting frOOl, {If relaled.lo, the !nfQHI\aIIQfl, 41101, tl1Ial'fS'e.s nr opmions: ut UwJr llSe_ The lnImmatioo contaJn.od l18r~ln i~ the proprieldf'J PfuPflly or
Mornjllgsl::lr ,md may flat be r~rooured, in whole m mpurl. Of l1'>mj fn i1ny marmer, WlUlOO[ !IH:lpriOfwrillell mn7.'Rt of MWllrnJstlL To orclef replint::.. (,11l11 J12-!i9G-61():1 To Ikt;r;')t! the res-eardl, c.JJI -t1 312-6%-5115'9.
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CASE NO. 2013-00148
ATTACHMENT 2

TO GAG DR NO. 1-1B3

M{Jj'llillgSlat Equity f~es€arch

Atmos Energy Corp ATO 1**
last Price

37.58 USD

Fair Value

36.00 USD

Consider Buy

28.80 USD

Consider Sell

45.00 USD

Uncertainty

low
Economic Moat'"

Narrow

Moat Trend'" Stewardship

Stable Standard

Momingslar Credit Rating

BBB+

lnduslr)' Group

Utilities· Regulated

Credit Analysis

Five Year Adjusted Cash Flow Forecast (USD Mil)

Cash and Equivalents (beginning of period)
Adjusted Available Cash Fiow
Total Cash Available before Debt Service

Principal Payments
Interest Payments
Other Cash Obligations and Commitments
Total Cash Obligations and Commitments

Cumulative Annual Cash Flllw Cushilln

2013(lJ 2011(£) 2015(£) 2016(£) 20171E)

64.239 97,131 112,294 189,114 226,949
-301,552-229,644 -209, 785 ·280,357 732,420
-237,313-137,913 -96,890 -91.243359.368

-131 ~-500,000 ~-250,000

-134,516 -155,603 -177,432 -201, 786216,636
-31,458 -33,457 -34,975 -36.519 -36.519

-166,105 -189,060-712,407 -238.305 ·503, 155

Financial Heallh

Even with its large capital expenditure program, Atmas

maintains astrong 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 Atmas' dividend is well covered

by its regulated utilities' earnings and expect the dividend

payout to remain between 50% and 60%.

Cash Flaw Cush ion
Possible Liquidity Need --

Adjusted Cash Flow Summary

Beginning Cash Balance
Sum of 5-Year Adjusted Free Cash Flow
Sum of Cash and 5-Year Cash Generation

%of
USD Millions. Commitments

64,239 36
-888,318 -49.1
·824,079 ·45.5

Capital Sttuclure

With $3.5 billion ofcapital spending planned between 2013

and 2017, we expect Amos will be a frequent debt issuer.

The company has $131 mi Ilion of long-term debt maturities

in 2013 and $500 million 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

capital expenditure with new debt. Given Atmos' cash from

operations and healtl1Y cash position, we do not expect the

firm to tap the equity markets in the near term to fund its

growth plans.

Revolver Availability
Asset Adjusted Borrowings (Repayment)

Sum of Cash, 5-Year Cash Generation, Revolver and Adjustments
Sum of 5-Year Cash Commitments

Enterprise Risk

The primary uncertainty Atmos faces is regUlatory, though

the size and breadth of its distribution operations preclude

anyone regulatory decision from having adrastic impact on

earnings. Still, lower allowed returns or political pushback

on Atmos' favorable rate mechanisms would cause the

company significant pain, especially in Texas, its largest

service territory. Overpaying for acquisitions is also a risk

given the company's acquisitive past.

-6.7

38.8702,500

·121,579
-1,809,032

Sector Universe
5.0 5.2
9.2 6.3

5.5 5.1
3.7 4.0

BBBt BBBtBBB+Credit Rating

Credit Rating Pillars-Peer Group Comparison

ATa

4
10
3

3

Bus iness Risk

Cash Flow Cushion

Sol vency Score

Distance to Defauit

Source; MomlngslOr Estimales

Note: Scoring is on ascale 1·10, 1beillg Best, 10 being Worsl

~) Moo-Jir1[ls!.lr 2013. An R~hts Reserved. Momi~t,::r':; Credit RatitlQ'i & tle-srofCh l~ proooced JrnJ ofrewd by Mom;llg~!..'It. I,:.::" which is rot regi<;tered wilh lire U,S, Setmtties. ,mel Ei;dl~ll;le Cunmis:;.loo {J'i <l N,~t~Il'y Rer.:ogrlii'.oo Stilt51kal R"tlllJ OrjJrnllmtio!1
nmsHO'I, lml{,§5 QIl-P-rwise previderl in II 'Sep<1riJIB iJg~m€flt you m.l~ IISP th~ repo1.a!1lylfl ttw.rournryin which its utigTlllll o'fj~uibul:or l:>oosoo. nlll 1nfoomlim,dflta, anal~se~ :lllrJ f,l~ini\lI1,} pi"€'S€nted llBrBinoo oot r.orl'il'fllrte irJV.e'i!rmml ,,'.lvke; Br{J prowidei:l
$[)ict! r[Jr illfl;ff\lo;"ltiooal P'J!JXr>€'S <JJ1d lherefOft! af8 rlrll ,1n offer lo lJ.uy Dr sell;) secmity; ,md m-'? mlt w&'1,mll?f:l l(loOe !.'ilflet:l, tOillplete or Olr..c.IB<lle. T11~{lpinilJ-rn' l;l'~eo;~ are as cl tile d,llpwrittPI1 Lmd iJfP.-'i11mrxl 10 dl,mg8 WftilOlJ! nolke. uvept.as {]!lwJ¥.·iw
requ,red by 1111'1', MllmlrJ;j:>tiIrshall not be p;~>j)lX1~ibll;! fClf ilJl]' Iri:ldiog dedsKms, dmn,lges orother 1n<;"5{"!S rO-Slllling fmn-l, or icl;>;led to, me Inf{lrm.1tion, dClI.\ "Jlij~:r'es ('I'" cpjnkms 0< lh~ir I.E(!, lhe inform<Jlkm coo1<1lr1~ lwrein islh€ pmprie-ta.'Y Pfo.pert~ of
MDfjlill~SI13i;'lOO rmy not be reproduced, in whcJ~~ Q( hi pmt.or used In .<lily manner, without l.h€ poor wrilll'lICIIl1-Wfltof M«~I!llgS~L Tanrderr8fl!in{<;. (d~ t1 3n6%-61tXl. To license IJlrl ~l<'arW, lAlll +1 3-rl·69B·68-G9.
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CASE NO. 2013-00148
ATIACHMENT2

TO OAG DR NO. 1-183

Morningstar Equity Research

Atmos Energy Corp ATO 1**
last Price

37.58 USD

fairllalue

35.001lSD

Consider Buy

28.80 USD

(;()nsider Sell

45.00 USD

Uncertainty

Low

Economic Moat'"

Narrow

Moat Trend'"

Stable

Stewardship

Standard

Morningstar Credit Rating

BBB+
Industry Group

Utilities - Regulated

Fund Ownership
MomingstiJf % ofShare5 %of ~lJnd Chan~e

Top OwnQrs Rattng Held Assets k) portralio Date

Allianz NFJ Small Cap Value Instl ***** 2.05 0.94 ·55 31 Aug 2012

SPOR S&P Dividend ***** 2.01 0.67 -3 21 Sep2012

Vanguard Small Cap Index Inv **** 1.61 0.20 39 30 Jun 2012

Va nguard 5maII Cap Index 1.57 0.17 1,415 31 Mar 2012

Vanguard US Total Market Shares (AU) ETF 1.26 0.02 38 30 Jun 2012

Gflncentr<lted Holders

New Alternatives * 0.25 5.66 -25 30 Jun 2012

Magellan Infrastructure **** 0.27 3.79 30 Jun 2012

WIOF Global listed Utilities B **** 2.69 31 Aug 2012

Spe€ce Thorson Va lue Fund ***** 003 2,41 31 Aug 2m2

Management & Ownership

Managemenl Activily

Name Po:s:itioM Shares Held Repm1 Date"'

MR. J. D. WOODWARD,11l 728,364 03 Apr 2006

ROBERT W. BEST Director 437,548 09 Nov 201 2

MR. KIM R. COCKLIN CE O/Director/President,Director 164,304 09 Nov 2012

CHARLES K. VAUGHAN Director 94.786 27 Dec 2012

MR. JOHN (PAD PATRICK 79,585 31 Dec 2008
REDDY
CARL S. QUINN Director 57,769 01 JUI 2004

R. EARL FISCHER 55,540 09 Nov 2006

WYNN D. MCGREGOR 46,289 06 Feb 2009

THOMAS J. GARLAND Director 45,082 03 Feb 2010

"Repmsents the date 011 which the owner's name, position, and common shJre~ held Were reported by the holder or issuer,

InsidBrActivity

Siewardship: 07 feb 2013

Overall, wethink Atmos' managementteamhas been agood

steward of shareholder capital. Management has been

consistent with paying--and increasing--its dividend over

the past 28 years. We think management has been

disciplined in acquisitions, providing shareholder value by

creating the largest distribution utility in favorable

regu latoryj urisd ictions.

Kim Cocklin replaced Robert Best as CEQ in 2010. Cocklin

had been president and COO of Atmos since 2008.

Previously, he was a senior vice president in regulated

operations for the company and had worked for Piedmont

Gas for three years before that. Best had been president of

Atmos since 1997 and served as the chairman of the

American Gas Association in 2004. He oversaw seven

acquisitions after inheriting the Atmos throne, expanding

the company to the largest distribution utility in the U,S,

Inslillrtional Transactions
SharDS

Motl1ihgstar %of Shares %ofFulld oolllJhtl
Top 5 Buyers R;nin!:l Held Asse!s SolO Ikl Portfoli{] Date

Vanguard Small Cap Index 157 0.17 1,415 31 Mar 2012

Vanguan:l Total Stock Mkt Idx 1.22 0.02 1,103 31 Mar 2012

SSgA S&P MidCap 400 Index Strategy 0.50 0.22 544 31 Mar 2012

Fidelity Series Small Cap Opps **** 0.29 0.38 252 30 Apr 2012

Fidelity Stock Selector Sm Cp ** 0.20 0.38 179 30 Apr 2012

Top 5 Sp.llers

TFS Market Neutral ***** 0.01 -96 31 Jul2012

First Trust Utilities AlphaOEX **** 0.07 1.45 -72 31 Jul2012

American Beacon Small Cp Vallnst *** 0.09 0.09 -68 31.1ul2012

LSV Vallie Equity *** 0.15 0,45 66 30 Jun 2012

Allianz NFJ Small Cap Value Instl ***** 2.05 0.94 -55 31 Aug 2012

If! Mcrnifl?">tar 2013, Nj Rights ~p.rvW, Morningstar's. Crooit Ralillg'5 & Rest';'!r(h [s prodlJc.ed ,HId offered by Morningstar, IfoC., whkl~ i'i Ill'Il r~i';tered w~U1 the U.s, SP.\:ll;ltig;; ami hdl<lllgl3- Cornmb-sI011 as iJ Nlitk:mlly llerogl'lf1.ed Sl<ltis;t~1 RatY'v,j Org<llliltllkln
rNRSROI. U!1I~"" (]!herwi'le PrQ'JI~ ill a ~pdr"'.e :JgfeenJe111., yotJ mil'jUSU- tnk rE!}Xlftoo~y in the wunuyill whkh its origirldl o'flsllilJl.llf( j<; bawd, The- infOlTl1i1l'roo,d<1!il, am1r..e'Sand opilljollS'llresented hereilloo not WflSlil<:te ime.sUnent Olrnice; fire pt"ovkhl
solely for infCfrrldliCl1.11 ptJfjXl5~ ilrrc1 tb:~fefQfe Cl,1" rIDl <3n{lff~ to bt~ or sell a seruril)': JOO are 11m Warl":Jmed to be rnrrecr, romlliellJ or ;;CCill<l!e, TIre opi!lIDm e:;o:~g;~~ "JP. <I, of tte dale wriUen alKJ are sul!ject to dr;mge wllhool ootice.. &C8pt as Dth~wjso

fUlllired by ler"", M(JllllrJJ~1~r:>ha!l ~ be respoc1siblt! lor any UOlding dedssoHs. damayes Of athef I()';se~ re-sullirnJ frern, or r~r:Jled ~.l~le jnf<lrirldlian, diltl, imal'j':i€s C'r oplrrirm;; orthelr lli.e,lhe lniomliltiOrl WIlli311100 tK'itliJl is the propm>tlry pr~y of
Mrmirrgstar ml'J may 1"101 ber~e!t ill whole Of lr1 part {lr lIsom in.an)' lf1~nt1I'.J. without tile pliofl,'lfitten OOllSPJ1t of MomlllQ<Jtlr, Tl:I mdt;r rep.riJ1t'), GJ!I-t1312-[1%-6100, TQ lkeme tile- researdt call f 1312-006-5869
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Momingslm Equity Rese;}rd1

CASE NO. 2013-0014B
ATTACHMENT 2

TO OAG DR NO. 1-1B3

Almos Energy Corp ATO (I~,(S[) 1**
lasl PrIce

37.58uSD

Fair Value

36,00 uso

Consider Buy

28,80 lISD

Consider Sell

45.00USD
Uncertainly

Low

Economic Moat'"

Narrow

Moal Trend'" Slewardship

Stable Standard

MomingSlar Credil Raling

BBB+
Industry Group

Utilities - Regulated

Ana Iyst Notes

Almos Fiscal Year Earnings on Track and 2013 EPS

Guidance in Line 08 Nov 2012

Atmos 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

affirmed its previous6%-8%annual earnings 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 margin was $1 ,02 billion, up slightly from 2011. Atmos

benefited from $17.7 million in incremental margin from rate

adjustments, Distribution throughput declined 8% from

warmer weather, but the company is effectively 94%

protected from weather impacts as arjjustment 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 fil ings in Texas.

At tile company's nonregulated unit, gross profit declined

15% for the fiscal year to $55.1 million, Warmer weather

translated into lowervolumes and a$15 mi Ilion drop in gross

margin. This was offset from tile effects of a favorable

trading strategy implemented earlier in the year, which

opportunistically took advantage of falling prices, storing

cheap gas and rolling forward tile 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 million led to a 6% increase in

depreciation expense. In 2013, management expects capital

expenditures in a range of $770 million-$790 million, For

the year, income taxes declined $8,6 million to $98,2 million,

partially reflecting atax benefit from the sale ofits Missouri,

Illinois, and Iowa assets,

~I MCX!1illgSW 201 J t\ll Ri[lills ReseNed. MQf1lin~11l1'~ Credit R<ltings. $" Re,e<JtJ:h i:<; proQm:~ lmrJ l:lffered 1:..1 M\lmingstar. Ire" v.1lj(h 15 mt registerffi wjt~ the US Secmities lind r:;(dm~ Co!lill1~;~iDJ1 as a NlIH~<'llly l\el;ClJfIIZM S'iltrsti~1 RatJflg {)rg,9Iliz.~t:1:l1'l

rN~SRO'1. UnlCS'$ (lll1!clwise provk1ed in J S€pillate'il[Jrceroont, )'011 ID'ly ll!ie tiltS-~ ooly in t!\l;l tOOlll!)' ill which '~ts (.'jjgin~1 di"lriWoc IS oo~ed Tile irofcmmtioo, dcat.<l. <lnlllYSof.l5 ;mrl 0P'lll'IOO<; pre'>t'liled ~~tdll do ItO! l;:DIl-"UtlJte imr8'S1meflt adilre: 'l!e pWl,lic:k>d
slliety rOT illfcnnaUollill PUlpcl"Vf:S <100 therefore ilre not Btl offer \0 bll)' 01 ~II a ~~rfty; and mil OO1I'J:Jrrarlled to bf' rorrect,. OJrnpIDlao(}f accurllte. Tile ap1l1iom. f'xjXes~ are as- of !he dat€-;wiuen a~ Il~ ~bj£'C:l tu dli'lll!P WJth~!lnoti~. ExcE?!- as oUlelWt;e
requiroo lry ~aw, ~1Ion1illgStlr shilll not be-re-s~15itJle for IlIlJ InnfJng dedsiotl~, <li'tflla~" IX Clll-ref ll$<;es resu~ting rrOOl. Cf rei:ltcrllo, Llle' i!1IQ.flJ1illlm dill.3, ;m<lIY'~ or apinfOOS Ci !J~ir It''e. The 111rOO1li'ttlo.n mm"itle{] 11~!<'~l I') lire proprietiJry pmpert)' 1Jf
Mornin~star End IT\lY tmtbe reprod~ in wl"Kllenr ill pall. {If USf'd in arq al<ltltl~r. wilhQlIl thE! priDr wriuef1 C(lt1*J)1 ct MornJrosst'll. Tc}oOrtlerllOpllnlS, call +l 312-69f,.G1OO. To liamso the res~rdl. D'l!l i 1 3'2·6~Ei-6!3B9.
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ATTACHMENT 2
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Morningstar Equity Research

Atmos Energy Corp ATO 1**
Last Price

37,58 usa

Fair Value

36,00 UsD
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28.80 USD
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Additional estimates ,mo scenmios available fm download mlJtlp:/lselectmmningstal.com.

Valuation Summary and Forecasts
2D11 2012 2013(E) 2014(£)

Price/Fair Value 1.05 1.02
Price/Earnings 14,0 15,0 15.3 14.7

EVIEBITDA 0,0 0,0 0,0 0,0

EVIEBIT 0.0 00 00 0,0

Free Cash Flow Yield % ·1,369.3 ·1,117.0 -7,424,0 -5,5886
Dividend Yield % 4.232.3 NM NM NM

Morningstar Analyst Forecasts

Financial Summary and Forecasts
hsc(J! Year Ends in December

Grov~1i 1% YoY)

Revenue

EBIT

EBITDA

Net Income

Diluted EPS

Eamings Before Interest after Tax

Free Cash Flow

Prom,bility

Operating Margin %

EBITDA Margin %
Net Margin %

Free Cash Flow Margin %
ROIC%

A<!justed ROIC %

Return on Assets %
Return on Equity %

leverage

Debt/Capital

Total DebtJEBITDA

EBITDA/lnterest Expense

KevValuation Drivers

Cost of EqUity %

Pre-Tax Cost of Debt %

Weighted Average Cost of Capital %

Long-Run Tax Rate %

Stage II EBI Growth Rate %

Stage II Investment Rate %

Perpetuity Year

]."Year
Hist. CAGR

·71.6
0,7

7.4
3.7
3.8

-0.4

-27J

3-Year
Hist. Avg

17.2

77.0

5.1
4.1

70.2
71.9
3.0

9.4

]."Year
HESt.AlIg

0.52

3.50

4.64

8,0

55
5,9

38,0

4,0

50,0

10

Forecast
!i-Year

2010 1011 2012 2013 2014 Proj. CA(;R

-6.2 -B.O -19.8 -1.9 17.4 10.2
2A -1.6 -1.0 8.8 10.7 8,5
1.6 1.3 1.2 8.2 10,7 8.2

-2.4 10.1 3.7 3,4 8.7 6,0
-3.2 12.2 3.1 3,5 8.7 58
15,2 -12.0 -2,5 -285 70.2 -0.5

-44.7 -86.3 397,3 -216.2 -34.0 5.5

5·Y(.l8r
2010 1011 2012 2013 2014 Pmj.AlIg

10.0 10,6 13,1 74.6 13.7 73.2
14.6 16,1 20.3 22.4 21.0 20.7

4.1 4,9 6.3 6.6 6.2 5.8
6.0 0.9 5.6 -6.6 -3.7 -2.2

11.7 9,8 9.2 5.9 5.9 5.9
13.7 11.5 10.6 6.8 6.7 6.6

3.1 3.0 2.9 2.9 2.9 2.9
9.5 9A 9A 9.3 9.6 9.7

s·y""
2010 1011 2012 2013 2014 Prqj.A1t9

0.51 0,52 0.52 0.54 0.56 0.57

3.37 3.50 3.62 3.92 4.03 4.12
4.42 4.57 4.94 5.61 5.34 5.16

Discounted Cash Flow Valuation
FirmValut! Per$llare

USD Mil (%) Vah..lo

Present Value Stage I -370,125 ·6.6 -4.06

Present Value Stage II 772.614 13.8 8.47
Present Value Stage III 5.218.146 92.8 57.23
Total firm Value 5,620,635 100.0 61.65

Cash and Equivalents 64.239 0.70
Debt 2,527.365 -27.72

Preferred Stock

Other Adjustments
Equily Value 3,157,509 34.63

Projected Diluted Shares 91.172

Fair Value per Share (USa)

The data in the table aooW! mpresem baW-C<l58 f(]mr.as;~ in the company's reportjng
curreflGy as of the beginning of the current yeel!. Om fajr v{l!ue e.'j.tim;~te m8Y differ from the
equity valuE per sllare shown above due 10 au 1- tilll8 va Itle of money fldjustment and in cCl~es

where pmb.ability-weighted scenario analysis is performed

t.:' MrnlH1gs1<lf 2{lll M Right; Rewrved MO;II;I~t.ar'~ Clt'd~t r,\1lings & R!lSmn::h is piOO..K:ro and offeror! hy MOfFli~l;:jr, loc., 'Nhir_h IS not rtegi"-tf'--rW with thf' U,S. S~lties and bdliJnge Commisskm as <l NatknarJy r.:et1~l1ilcd Sl..1tishcal Reiling OrgarliIdltml
rNr,SRO"). Ullh;~ oth8fwi~ proMtxl rn,~ ~p<lrdle-3grecnlcr1t, )'Qu rilly us/:! this repo1 on!y·m lW! C:OHl1lJy lov>1ljdl i15 nritflnal di...lrihulvr ·I~ oosfod, The IllforT11i111U'I, d:lla, dltalysus ro:l GpilllOOS pr.e~nted here'lll do not CCilSlltule illTOWTmrlt <lrlvice; <:lr8 prOl'ided
scioli fClr iriDfIfkltkm(J1 purpose:> ,md lhe;eko(~ are llQtdll cfrcr III buy or setll'l security; ...l1d tire rml warranted lQ be (0I'T~1, oomplf'le orMcumte. fl~[J ClpimDm ~~!l"~ <iredS lJf thP. d<Jle wriUen and Me ~ect to dl<llige wH!!l:JUi rmnw. hcepl::l5 otheiwi~

rfflLlif~ hy liffl, MDmirq:.l'U .;,h<lll not~ respoo<;ible lor :my ttildi~ dedsiLms. ~llm~ {IT oilier l{lS.<;{'S le'-AJltill[l rrOO1, CJrfe1e1led tfl, UXl inrormcniClI. d'lla, ar1itlt>~s or opinioos or their !l-)e. The imOlTf'.a~(Ifl r:mltained hereill is tim pwprillillry flrnfEiy of
MLiI,j~lg~t.arr-rni ffi<ly l10t be r<flfoolJt<:;d, in winJe or in pdIT. ut ll-'>M in illlY manner, wllh(ml the prior writ(",ll mlse!ll of Momingsl:l'.1'o O!rlE!r repnm~, Co1~1 +1 312·6%-6100. To ii~l';I;' Ifre rese-iHIn raH 1-1 312-6'%-6869.
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Morningstar Equity Re;;83rc!J

CASE NO. 2013·00148
ATTACHMENT 2

TO OAG DR NO. 1-183

MnRtnNG
Almas Energy Corp ATO (I~Y',E) 1**

................... , .......... ...................."." ... " ... ..................... , . ... " .................. , ................
Lasl Pr'ce Fair Value ConSider Buy Consider Sell Uncertainly Economic Moal"" Moal Trend"" Slewardship Momingstar tred;1 Rating Industry Group

37.58 USD 36,00 usa 28.80 USD 45.00 USD Low Narrow Stable Standard BBB+ Utilities· Regulated

Morningstar Analyst Forecasts

Income Statement [USD Mill
Fiscal Year Emls in December Forecast

2010 zan 201Z 2Dl] 2D14

Revenue 4,661,060 4,286,435 3,438,4113 3,373,669 3,961,503

Cost of Goods Sold 3,346.924 2,985,615 2,114.744 1,978.116 2,467,992

Gross Profit 1,314,136 1,300,820 1,323,139 1,395,553 1,499,510

Selling, General & Administrative Expenses 454,621 442,965 453,613 466,378 479,526

Other Operating Expense (Income) 187,143 177,767 181.073 788,647 215,707

Other Operating Expense (Income)

Depreciation & Amortization (if reported separateiy) 208,539 223,832 237.525 249,479 260,878

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

Otiler Non-Casll (lncome)/Charges

Operating Income (lncl charges) 463,833 425,986 446,240 491,048 543,399

Interest Expense 154,188 150,763 141,174 734,516 155,603

Interest Income -591 21,184 -14,644 5,000 5,000

Pre-Tax Income 309,054 296,401 2911,422 361,532 392,796

Income Tax Expense 119,203 106,819 98,226 737.382 749,262

Other After·Tax Cash Gains (Losses)

Other After-Tax Non-Cash Gains (Losses) 15,988 18,013 24,521

(Minority InteresD

(PreFerred Dividends)

Net Income 205,839 207,601 216,111 224,150 243,533

Weighted Average Diluted Shares Outstanding 92,422 90,652 91,172 97.146 91.146

Diluted Earnings Per Share 2.23 2.29 2.38 2.46 2.67

Adjusted Net Income 189,851 208,949 216,717 224,150 243,533

Diluted Earnings Per Share (Ad]usted) 2.05 2.31 2.38 2.46 2.67

Dividends Per Common Share 1.34 L37 1,39 1.40 1.43

EBITDA 680,793 659,141 692,333 754,573 830,590

Adjusted EBITDA 680,793 689,411 697,621 754,573 830,590

'i;' Mltllj~tal tol3. All Righls Rewrvffi Nkffijn~lar's Credit rt.al;l'l~ t, Re'.>earch i, produLed and offlm:d by Momi~tar, loc., 'Nhich j., oot rr-gl<.;tered with lhe u.s. Secllrities illld [lciJangf: Coomlssioo ii'S i:l Ni:llfoo<llly Recogn!red Stil\fstiC<l1 Rating {Jrganilillion
("NRSRO"), U111~ utl~rwjs.e- provirl~ ill a S€p<lfale llgr€emen~ yull rmy us;e thi> report ooly ill the ommll)' irl W'h1rh ils Grn;eJnal dismrnJlcr is- ooscd.lhe mfommlllXl, datil, arolJ'S<'S ilnd opinions- presented lwn;~r1 del 001 {offitiMe irr~e~lrl"wnt {}(}.rice; are provided
~Ielj fut ~Ht(/lldt:OII:l1 purpose-os and there1or8 (Jfe oot iln oifel 10 lJ.uy Of,;ell <l security; and are not w<lrr::mled to b!.' ((\ffil(1, oomplele 01 IltXu:ale, lh€ 'lr!l'lioo<; expre>sed iJre ilS of lhe dalewrinell [1m are ';;ll~iP.l:t 10 dvmge witlloot ootk~, Except il~ olherw~S€

rffll;lred ~y lOlW. M()mir.g~rm- m.~H llat be re~po!l5ibl8 for iJrlJ tnJlJlnl) rlecis!or1S. dClmnges. Of ol.hef JOS5P.5 ~Imng frcm, rn-re1Cllro to. Ihe- illfomi:lIH:lll, d.~t.''1, M31yse> or opirnoll5.or their use. Tll€ infmTTliltion (QrrtaillP.ti lwreln is the prnpri<,tilf)' pnlpeftyof
M(tt]illg~lM "'lltJ ttldo) IlOt be reproduced. in whol" Of in pdl"1, or userl!rl ,my m,lIlrler, wltOOut: the priorwriH!.'T1 (0I1Sffi\ {lr McmirtgslOlf. To mJer reprints, CIl!l +l 312-59&-6100. TQ lirerrr..e the research, C<lll +1 312·G9G·fl859.



Momiflgst<lr Equity Research

Atmos Energy Corp ATO 1**

CASE NO. 2013-()0148
ATTACHMENT 2

TO OAG DR NO. 1-183

MCJRNfNG

...... , .... " ... , ..... ... " ... " .... , ....... , ... , ... " ........ , .... .., .... ,." ... "." ...
last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat"' Moat Trend"" Stewardship Morningstar Credit Rating Industry Group
37.58 usa 3600 uso 28.80 uso 45.00 lISO Low Narrow Stable Standard BBB+ Utilities· Regulated

Morningstar Analyst Forecasts

Balance Sheet {USD Mill

Fiscal Year Ends in December Forecast
2010 1011 2012 2013 2014

Cash and Equivalents 131,952 131,419 64,239 91,731 112,294

Investments

Accounts Receivable 273,207 273,303 234.526 230,705 270, 199
Inventory 319,038 289,760 256,415 189,682 236,081
DeFerred Tax Assets (Current)

Other SllOrt Term Assets 150,995 316,471 272,782 316,471 316,411
Current Assets 875,192 1,010,953 827,962 827,989 935,046

Net Property Plant, and Equipment 4,793,075 5,147,918 5,475,604 5,99Z079 6.414887
Goodwill 740,148 740,207 740,207 740,207 740,207
Other Intangibles

Deferred Tax Assets (Long-Term)

Otl1er Long·Term Operating Assets 355,376 383,793 451,262 476,262 501,262

Long·Term Non-Operating Assets

Tolal Assets 6,763,791 7,282,871 7,495,035 8,036,537 8,591,402

Accounts Payable 266,208 291.205 215,229 201,324 250,570

Short-Term Debt 486,231 208,830 571,060 570,929 1,070,929
Deferred Tax liabilities (Current)

Other Silort-Term Liabilities 413,640 367,563 489,665 507,665 513,665

Currenl Uabililies 1,166,079 867,598 1,275,954 1,273,918 1,835,164

Long-Term Debt 1,809,551 2,206,117 1,956,305 2,385,305 2,275,805

Deferred Tax Liabilities (Long-Term) 829,128 960,093 1,015.083 1.030,083 1,045,083

Other Long-Term Operating Liabilities 780,685 993,642 889,090 864,090 839,090

Long-Term Non-Operating liabilities

Tolal Liabilities 4,585,443 5,027,4S0 5,136,432 5,553,396 5,995,142

Preferred Stock

Common Stock 451 451 451 457 457

Additional Paid-in Capital 1)14,364 1,732,935 1,745,467 JJ45,467 JJ45,467

Retained Earnings (Deficit) 486,905 570,495 660.932 757,224 870,342

(Trea sury Stock)

Other EqUity -23.372 -48.460 -48.247 -20,000 -20,000

Shareholder's Equity 2,178,348 2,255,421 2,358,603 2,483,142 2,596,260

Minority Interest

Tolal Equity 2,178,348 2,255,421 2,358,603 2,483,142 2,596,260

>E' MocrlingsL'lf 2013. All Rights; Re:..er.'EtL MCJm[01]>tllr's Credit RntilllJ> & Re.~~r~h is procltk:ed and Q(fter.ea D'( Moillings!<lr, !oc., 1Mlkh j'j mlr~i~with tllEllJ.$, S['{wit1ps mid f:Kcl;';I~EJ Corrmf$~itJn il~ d Nationally Re;:cgniu.·(J Sl.:ltfstk;1l1 Rilling Qrgimimlioo
tNRSR01, IJn~<;. otr.2rwise prrnrirlro ill !l sE;l'ar.9I!}a-lJr~ntJ'[IlJ may l..ISe thi~ r~pcrt(Jn!'t in tlle.W-lJlllr)' in1NhJctl ilS origlnal dislJjb~loc i'i ~!';d_1Ile illjorm..~Ii1x1, mIa, Btl.'llyses '100 opi1liiJt)$ ~Itl=d hlel~iJl do 110£ wmlitIJte lIl\10>l!ll~llt <llNk!;'; ilfl<' PRJ,,:ded
wlely lOJ il'lfremtiornl pUf?OSe:s and HIl'rc!oro am 11m (In offer tn buy or SBfJ OJ sro.tril:Jl: .'11m ar~ 001 warr<lllt.eO to be (orrcr'o oompl~le Of {l\:i;:IJfa1~ file opimOl,s c~pres'ilid .amas of l~ riMe wrillel11l1'tJ dre s.uhj~t to cllClrlge wlthDUt not~, EJ:.tqlt i1-<; Dthr;rwis8
fequifM by ~w, ]vl.nmir.;jst,wsha!1 oot be respoi1Siblo far <IllY u<ldin;J decis..ioos., damCl1J~'i or Qth~r ]ffis,e.S re-sllnlng rr~l1. m rol"l'O'd ta, IllC irlfom'lalIon, daffi, <In<llyses m opinimls [If their ffie_ 11~ ~lf(]rnL'r;liQl1 coowirMi herein i<; the pruprj~t.d'Y ~!~)' Qf
Mornings-tar <md my flO! be reprOOLK£'{], ill whJIc or in P.lrt, or tL:ro in any manEler, wimmH lh", prJor written WrW€lltof Mcmir;gs;t:ll_ To (lll:h( il;'pt~H~, call +1 312-695--5100. T1] !iam,-,e the, r~E::dtdl. (.ail +' 312-6%-6869.
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CASE NO. 2013-00148
ATTACHMENT 2

TO OAG DR NO. 1-183

Mornihg5tar Eqllity Researdl

Almas Energy Corp ATO 1**
Last Price

37.58 usn
Fair Value

36.00 usn
Consider Buy
28.80 USO

Consider Sell

45.00 USn

Uncertainty

Low

Economic Moat'"

Narrow

Moat Trend"" Stewardship

Stable Standard
Morningstar Credit Rating

BBBt
Industry Group

Utilities - Regulated

Morningstar Analyst Forecasts

Cash Flow IUSD Mil)
Fiscal Year Ends ill Oeccmber

2010 2011 1012

Forecas!
2013 2014

30,270 5,288
196,731 117,353 104,319 15,000 15,000
23,491 20,291 17,492

-40,401 ·96 32,578 4,421 -40,094
54,014 27,737 28,417 66,733 -46,399
-3,501 -91,567 -29,066 -43,689

58,069 23,904 ·64,234 ·13,905 49,247
15,274 14,196 29,313 12,000 12,000

726,476 582,844 586,917 528,234 520,479

-542,636 -622,965 -622,965 -780,000 -710,000

128,223

-66 -4,421 -4,625 -50,000 -50,000
-542,702 -627,386 -499,367 -830,000 -760,000

·92,875 2,497 ·16,148
-124,287 -124,011 125,796 ·127,858 ·130,415

54,268 83,306 354,141 -131 500,000

-131 82,217 -257,034 429,000 -109,500

-163,025 44,009 -44,837 301,011 260,085

28,247
20,749 -533 42,713 27,492 20,563

Net Income

Depreciation

Amortizati 011

Stock-Based Compensation

Impairment of Goodwill

Impairment of Other Intangibles

Deferred Taxes

Other Non-Cash Adjustments

(Increase) Decrease in Accounts Receivable

(Increase; Decrease in Inventory

Change in Other Short-Term Assets

Increase (Decrease) in Accounts Payable

Change in Other Short-Term Liabilities

Cash From Operations

(Capital Expenditures)

Net (Acquisitions), Asset Sales, and Disposals

Net Sales (Purchases) of Investments

Other Investing Cash Flows

Cash From Investing

Common StOCk Issuance (or Repurchase;

Common Stock (Dividends)

Short-Ten01 Debt Issuance (or Retirement)

Long-Term Debt Issuance (or Retirement)

Other Financing Cash Flows

Cash From Financing

Exchange Rates, Discontinued Ops, etc. (net)

Net Change in Cash

205.839

216,960

207,601

233,155

216,717

246,093

224, 150

263,525

243,533

287,192

~> M(Kl'ling.'it.l1 rollA!1 ~ghl.s11~ f\.blljngs~r''.iCredit R<llirlg'> & R~earch is p'odtJ.cerl and al1E1'rn by MQIT1jrJ]st~r, ll~., ,vhich is mt rtegis-t'P.red with ih€ US, $ecllrities <l!1(J E~dmrlge Cornmr.,sioo as a Natiooilily Recognl1ffl.l StatisticAl fbting OrgnniIdlloo
rNR$I~O'). UllltlS5 othcrwl<,;(> plfMtloo In il ~r!llc agrL"effi2i11, you rmy us.e Ehis report ollly 'm tJ1e,eoomF)' In \\ilicll ils CJrj~Il<l1 dl':>tllbut\lf is oo~iod, lhe infmT!lll~OO,,lilotd. alla!~~s dllfl QP'lllkNl") presenled here'lll dO!lo!; {;omt'lwt.-:: IINbl.ltl~lll advice:; me pf(wided
'Xllely far jrrfocm1liDf1;:lt flUI1Xl'ie-'> illW therefore Ill[] lIot ~m offer to buy arsell <t SOOJrit'f, <l1'le! tiff' nm warr<rtl1t;q to IJI<' l;lJlWl:!, ooi'nplele Of ,m:urate_ The opirliOfl'.i. f'qfC'>'ied Clre <Is. of l}1l;> dilte writlr:::n and are ~j!'ct tn mllf1g€ withoot IlGtic€'_ EKG::-pl <15 {1lilelWr-~

reqlJlred tJ'l' l"w, Momi~l.ar sll/llillOll>e le'ipet'l'i!~e (m mry trnG!ng deri;.m, If,lJnages 'Or other IDs~..es r~t~n[J 'mm, or lcl<!lled tn, th!:l infoollmjOlI. dill", ill1ilIJj.~ 01 Clpif1toos OJ thf.'ir ~l<', The lnfomliltioo coolail1<ld here~rJ L'S ~le proplielmy pwpcrJ.y{)f
rVk.millQ'ilal illlLl Irlily;rot be rL'Pfodured, ill wll:}je or ttl ~11~ or llsed in any J'TldJlllef, w~1ilOlJt the prior wrinen C[)ll';I;nllJl" MIXl:tngs1.<lr. To oJTlrlr reprims, (;(1~ -+-1 312·59£-6100. To license U1f! r~e<m;h, call-t1 312-W(dJ8fj.~.
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CASE NO. 2013-0014B
ATIACHMENT2

TO OAG DR NO. 1-lB3

Momi ngstar Equity Res€arch

Almos Energy Corp ATO (NYSE) I**
tast Price

37.58 usa
Fair Value

36.00 usa
Consider Buy
28.80 usa

Consider Sell

45.00 usa
Uncertainty

Low
Economic Moat'"

Narrow

Moat Trend'" Stewardsllip

Stable Standard

Morningstar Credit Rating

BBBt
Industry Group

Utilities - Regulated

Comparable Company Analysis
These companies are chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order.

Valuation Analysis
PricelEarc ings EVIEBITDA PricelFree Cash Row P,ic~/Dol)k Prico/S.lo.

Price/F"lir
COIl1~ny/lider Value 2011 20131E) 20U(£) 2012 2013(£) 2014(£) 1012 201]IE) 2014(£) 2011 2013(£) 2014(E} 2011 2013(£} 2G14(£}

AGL Resources. Inc. GA~; USA 1.06 15.1 13.7 13.2 8.4 8.0 7.5 11.0 44.8 146.8 1.3 1.3 1.3 1.1 1.0 10

New Jersey Resources Corporation 1.07 14.7 13.9 12.9 11.8 60.4 110.3 2.0 1.8 06 06

Returns Analysis
ROIC% Adjustod ROIC % Roturn on fq,Tty % Return on ASS€ts % Diviode nd Viel d%.

I.Jst Historical Year
TOlalAssets

CompOlny/Tkker (Mil) 2012 2013(£) 20U(£) 2011 201](E) 2G14(E) 2[}12 20131EJ 2014(E) 2012 201l1E} 2014(E) 1012 201llE) 2014(£)

AGL Resources. Inc. GAS USA -usa 6.8 6.1 6.3 8.6 7.6 7.8 9.1 9.6 9.6 2.2 2.4 2.4 46 4.7 4.9

New Jersey Resources Corporation ~USD 94 7.4 74 94 7.4 7.4 14.0 14.1 14.0 4.2 4.3 4.4 4.1 43

Growth Analysis

Company/Ttcker
AGL Resources, Inc. G/IS LISA

New Jersey Resources Corporation

Revenue Growtn 1,1/0 EBIT Growln % EPS Growth % Free Cash Flow Growtb 011) DividendiSh.re Growth %

~l MomiflgstiJf 2D11 All R~9ht:; RE;~l\'OO. Maming;lm's Credit R'll.Jll~ & Reseurm is pro:JucE'd and offered hy 1vk>m~f1J5lEjr. h~_. whkh is oot re-gT-;t"mrl with Ul€ U.s, S~llntip.~ .md tXdlillJYCl Co!M1issiOlI as il Nali1Jrolly Recogllhed SwlisU<,3] f.lalTng Org,JntlLlUOO
fNRSRC1, Unle:;.s Qu.,rwise provlded!1'l a separatf! ;jgreemenlymJ f(j.1Y ~lSe tills report Gilly if] the WUIltJ)' ifl whir,), 11:> u<i~jna.1 dJ.,triblltOf is ooscd ihl: illrOim[l~OO,{j<i1". i1Jlilty;il;5 i:md 0l1 j1:10115 ptGWllled lrerein do llOl UlfIStiliJ!e imE-Stment advice; .1re prC'J~rled

:;o1"ly fef inflJ!1i){)!iOllilI pmpClSf!'.i "lli.l thereforr> are rmlaf1lJffer to 00j Qf~!Ill serurity; ,md are lrot wammted to b<-l;olt~l, romplew {JraCCUfill~ lh<l opil_l0ft5I:'~~ 1lf\;! il" of lhe (JE\leW,lllml all/.! are suQiES::t 10 dmnge witl1uJt rmUre. fx.c"f1t ws otherwise
fRjtJired by lilw, Mrnning'itm "ihaIIIlDt be res[XXlslbkJ ror ,my lr<ldjrlg dlxisforr.:" oomilgesm other losses f€5lJltirtg fran. Ul r~l<ltM !D, tI\C! irnomlillinll, oota. analy-..es l)f iJpi11iG)\';i or their use. Tile jnformatkJn contained lwrein is the pfDpdelaJ'j pmJlerty of
Mm1i~~ilr ilOO ;n.lj not b<' ~oclur:ed. in I'lllO~ Of in rmrt, orusted il~ <In)' m~, without the prkJr wriUefI cooW1l't {Jf Mcming~taL To on;ll,r rept'llll.5, cIlI! t 1312-6%-6100.10 lkp.n::.e tile re--.:;eaJd" r.all t 1312-69~.
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CASE NO. 2013-00148
ATIACHMENT2

TO OAG DR NO. 1-183

Morningstar Equity Research

Atmos Energy Corp ATO (r~Ys[) 1**
last Price

37.58 USD

fair Value

36,OOUSD

Cilnsider Buy
28.80uSD

Cilnsider Sell
45.00VSD

Uncenainty

law
Economic Moar™

Narmw
Moat Trend'" Stewardship

Stable Standard

Morningstar Credit Rating

BBB+

Induslry Group

Utilities· Regulated

Comparable Company Analysis
These companies are chosen by the analyst and the data are shown by nearest calendar year in descending market capitalization order.

Profitability Analysis

CompanyfTicl<er

AGl Resources, Inc, GAS LISA

New Jersey Resou rces Corporation

Leverilge Analvsis

Comp.any/Tir.ker

AGL Resources, Inc, GAS USA

New Jersey Resources CorpDration

Gross Margin %

OehflEquity %

fBfTOA Margin %

Oebl/folal Cap % EBITDAn,te,.st Exp,

Net Margjn'% Free Cash Flow Margin %

AssetslEq uity

liquidity Analvsis
Ca~h per Share Current Ratio Quick Ra1io CashlShol1-Tenn nebt Payollt Ratj() %.

Market Cap
CompanyfTir.ker (Mil) 1011 2013(E) 2011(E) 2012 2013(E) 2D74(£) 2012 2013(£) lOU(E) 1012 2D13(£) 2D14(E) 2012 2013(£) lDl1(E)

AGl Resources, Inc, GAS USA 4,745 VSD O.2Z 0.38 0.73 0.88 0,92 0.96 062 0.64 0.66 0.03 0,05 009 69.5 65.3 65.3

New Jersey Resources Corpcration 1,742USD 034 0.31 0.29 0.96 1,00 1,00 0.64 0.65 0.65 0.06 0,06 0,06 59.2 579 57.7

Average 0,28 0.35 0.51 0.92 0,96 0,98 0.63 065 0.66 0.05 0,06 0.08 64.4 61.6 61.5

Almos Energy Cilrp ATO US 3,391115D 0.70 1.01 1.23 0.65 0.65 0.51 0.45 0.50 0.38 0.11 0.16 0.70 58.1 57.0 53.6

i;> Momill~J:stilr 2011 All Rights Resf:JVoo Momirlgs1.m's (rroil Relting> & RIO$Cl1fdl Ie; produced ,llldoffered by M(lmlll!:l~t<Jr, loco, whicll t5 001 !eg['i!l"1'fod wim the U.s. SeclJr1!ills aoo EJfd!<lll;le Coml1ISs10Ilit'S [l Nalkn:JlIy Rf.'Cognfle\:l St<1\i>!ical RdUII~ OflJilflimtiOll
rNRSP,Ol, lMess athen'/ise pHl'Pided in a &€piJrate ttgrc:croonl, )'("Urrn}'~e t111$1l:pffi 001'1 'rnthe CQlJf1try in whk:l~ j~ Qllgi>1ill dl5tIibutocis based Tlle irlfommtiCfl,llilt.J. "jjIIllIJ~ dl"ld opinion:> presellied h€re;rJ do ool.i:orr:.:lllu\fl jr1\leslment amirt-; M!;' prov'lred
wJely fur infoonalml p~.JJpas€S ilild :hefefore [lfe !Jot an OITCf 10 Dl.l)' 'Or sell II $~lril1; and me rIDt warranted 10 00 {orr"'l. complete Of 1lCQ.lr<lte. n~ opinkJns e)(.P'e~~ ilre IlS of tll!J l[lte I'J'rilte~1 ilt,j are sl.l~iect to dl,mge wlUmlll notim. EJ<,::ept 3$ oUwrwio;e
fH1lJimd by ~I'i, Momil1!:Jstaf Shill! oo! be respms.ible fo.r !lily lmding decis~I~. Q;>Jnl[W-S Of other losses resultirlg frQ"Tl. ()[ relatB:J 10. the infnrmalloll, data, .malyse> Of apinWffi Of theil lise. Thf: lnfonmltloo wl1ti:lirJed trere~ll is Ihl: propriebrj propt:'f1J1 or
MQfT1iny:>tilr a!1d ffi'ly nat he reproduced, in whole or ill.Pill1. mus.ed In any l11i'ltlllet. wiltIDl!t the priOfw~tlen wrr~1 or Mort~ll~.,mr. To order r{'jJ'int:o;. call 1-1312·5%-5100. To iicen':..€' tl~e re'A:<lrdJ, call-t1 312-G9r>-€S~.



CASE NO. 2013-00148
ATIACHMENT2

TO OAG DR NO. 1-183

Morn illgstaJ Equity Res 83n::h MnRNINGSTAW

Research Methodology for Valuing Companies

Components nf Our
Methodology

~ Economic MoatlM Aaling

~ Moat TrendlM Rating

~ Moat Valuation

~ Three-Stage Discounted

CBsh Flow
~ Weighted Average Cost

of Capital

~ Fair Value Estimate

~ ScenaJio Analysis

~ Uncertainty Ratings

~ Margin 01 Safety

.. Consider Buying/SellinQ

... Steward~hip Rating

The Morningstar Rating for stocKS identifies companies trad

ing at a discount or premium to our analysts' assessmellt of

theirfairvalue. Anumber of componellts drive this rating: (11

our assessment of the firm's eCOllomic moatmour estimate

ohhe stock's intrillsic value based on adiscounted cash-fiow

model. (3) the margin of safety bands we apply to our Fair

Value Estimate, and (41 the current stock price relative to our

fair value estimate.

The concept of the Morningstar Economic MoatlM Ratillg

plays avital role Ilot only in our qualitative assessment of a

firm's illvestmellt potential, but also in our valuatioll process.

We assign three moat ratings-none, narrow, or wide-----as

well as the Morningstar Moat Trend lM Rating~positive,

stable, or negative-to each company we cover. There are

two major requirements for firms to earn either a narrow or

wide moat rating: (1) the prospect of earnillg above-average

returns on capital; arid (21 some competitive edge that pre

vents these returns from quickly eroding. The assumptions

we make about a firm's moat determine the lellgth of "eco

nomic outperformance" that we assume in the latter stages

of our valuation model. We also quantify the value of each

firm's moat, which represents the difference between afirm'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

Ilet new investmellt Our Moat Trend Ratillg 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 adetailed projection

of acompany's future cash flows. The first stage of our three

stage discounted cash flow model can last from 5to 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 0years (for Ilo-moatfirmslto

20 years (for wide-moat companies\. In our third stage, we

assume the firm's RONIC equals its weighted average cost of

capital. al1d we calculate acontinuing value using astandard

Morningstar Research Methodology for Valuing Companies

Fundamental
Analysis

*****
****
***
**
*

The current stock pric"
relative to Morningstar's'
Fair VaJue Estimate,
adiusted for uncertainty, 
determines the
Morningstar Rating
for stocks.

The UncBflainty Rating
determines the margin
of safety required
before we would me
ommend the stock.
The higher the uncer
tainty, the wider
the margin of safety

The analyst then eval
uates the range of
potential intrinsic
values tor the company
and assigns an
Uncertainty Rating: low.
Medium, High.
Very High, or Extreme.

Anal\ist uses a
discounted cash-flow
model to develop
aFair Value Estimate, .
Which setves as the
foundation for

. the Morningstar
Rating for stocks.

Analyst considers
past financial results
and focuses on
competitive position
end future prospects
to torecast future
cash flows.

Assumptions are
entered into
Morningstar's
proprietary discounted
cash-flow model.

HIgh Switching ClIsts
1M icrosofti

Strength of competitiVe
advantage is fated: .
None, Narrow, or Wide

Advantages Ihatconfer
an economic moat

Analyst conducts
company and
industry research:

~ Financial statement
analysis

~ Industry and company
reports and journals

~ Conference calls

~ Channel checks

~ Management and
site visils

~ Trade~show visits
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Detailed Methodology
Documents and MateriaJs*
... Comprehensive

Equity Research MethQ(lology

• Uncerlainly Methodology

• Cost of Equity Mothodology

• Morningstar DC F
Va luation Mod 01

~ Stewardship Rating

Methodology

w Pi€1:lS8 COlltBG! 1:l sajes

iP.pre..;;erll.(llive [or more

infmrmtion.

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 emplDY anumber of other too Is to augment ourvalu

atiDn process, including scenario analysis, where we assess

the likelihood and performance of abusiness under different

economic and firm-specific conditions. Our analysts typically

model three to five scenariDs for each comparw 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

nancialleverage, and any Dther contingent events that may

impact the business. Our analysts use this range to assign

an appropriate margin of safety-or the discount/premium

Morningstar Margin of Safety and Star Rating Bands

Price/Fair Value

tD a fair value we apply in setting Dur cDnsider buying/con

sider selling prices. Firms trading belDw Dur cDnsider-buying

prices receive Dur highest rating Df five stars, whereas firms

trading abDve our consider-selling prices receive our lowest

rating of one star.

Our cDrpDrate Stewardship Rating represents our assess

ment of management's stewardship of sharehDlder capital,

with particular emphasis on capital allDcation decisions.

Analysts consider cDmpanies' investment strategy and

valuation, financial leverage, dividend and share buyback

policies, execution, compensatiDn, related party transac

tiDns, and accounting practices. CDrpDrate gDvernance

practices are Dnly considered if they've had a demonstrated

impact on shareholder value. Analysts assign one of three

ratings: "Exemplary," "Standard," and "PODr." Analysts judge

stewardship from an equity holder's perspective. Ratings

are determined on an absolute basis. Most cDmpanies will

receive a Standard rating, and this is the default rating in

the absence of evidence that managers have made

exceptionally strong Dr pODr capital allocation decisions.

275

2.50

2.25

200

175

1.50

125

100

0.75

0.50

0.25

• 1Star

• 2Star

• 3 Star

·4 Star

• 5Star

Low Medium High

Uncertainty Rating

Very' High'

.. Oa;(l~lnn(ljly {] stock's UrlU:llJinty wm lx, !OD high for lIS!O 8slimats, jf! which u:lse \'VB 1;l!J8f rt Extreme
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Morningstar Corporate C,edit r1ating

Morningstar's Approach to Rating Corporate Credit

~ Offers a proprietary

measure of the credit qual

ity of companies on our

coverage list.

~ Encapsulates our in-depth

modeling and quantitative

work in one letter grade.

~ Allows investors to rank

companies by each of

the four underlying com

ponents of our credit

ratings, including both

analyst-driven and

quantitative measures.

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.

The Morningstar Corporate Credit Rating builds on the

modeling expertise of our securities research team. For

each company, we publish:

~ Five years of detai led pro-forma financial statements

~ Annual estimates of free cash flow

MethodologV

We feel it's important to perform credit analysis through

different lenses-qualitative and quantitative, as well as

fundamental and market-driven We therefore evaluate

each company in four broad categories.

Business Risk

Business Risk captures the fundamental uncertainty around

a firm's business operations and the cash flow generated

by those operations. Key components of the Business Risk

rating include the Morningstar Economic Moat'" Rating and

the Morningstar Uncertainty Rating.

~ Provides access to all

the underlying forecasts

that go into the rating,

available through our insti

tutional service.

~ Annual forecasts of return on invested capital

~ Scenario analyses, including upside and downside cases

~ Forecasts of leverage, coverage, and liquidity ratios

for five years

~ Estimates of off balance sheet liabilities

These forecasts are key inputs into the Morningstar

Corporate Credit Rating and are available to subscribers

at select.morningstar.com.

Cash Flow Cushion'"

Morningstar's proprietary Cash Flow Cushion'" ratio is a

fundamental indicator of a finn's future financial health

The measure reveals how many times acompany's internal

cash generation plus total excess liquid cash will GOver

its debt-like contractual commitments over the next

five years. The Cash Flow Cushion acts as a predictor of

financial distress, bringing to light potential refinancing,

operational. and liquidity risks inherent to the firm.

Morningstar Research Methodology for Determining Corporate Credit Ratings

e Imminellt Payment Default
o Payment Default

BB Above Average Default Risk
B High Default Risk

eee Currently Very High Default Risk

ec Currently Extreme Default Risk

AAA Extremely Low Default Risk
AA Very low Default Risk

A Low Default Risk
BBB Moderate Default Risk

UR Under Review
UR+ Positive Credit Implication
UR- Negative Credit Implication

Analyst conducts Analyst considers Analysts run bull We gauge afirm's Senior personnel
company and company financial and bear cases hea Ith using review each
industry research: statements througll the model quantitative tools company to

and competiti ve to derive aItemate supported by our determine the

• Management interviews dynamics to estimates of own backtesting appropriate final

• Conference calls forecast future enterprise va ILie. and academic credit rating.

• Trade show visits free cash research.

• Competitor, supplier. fiows to the firm. Based on compet- • Review modeling

distributor, and itive analysis. • Morningstar assumptions
cu stomer interviews Analyst derives cash-fiow fore- Solvency Score"' • Approve

• Assign Economic estimate of Cash- casts, and • Distance to Default company-spocific

Moat"' Rating Flow Cushion"'. scenario analysis, adjustments
the analyst
assigns

Business Risk.
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Moroingst81 Corporate ClerJil Rating

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

shortfalls are likely to occur.

Morningstar Solvency Score'"
The Morningstar Solvency Score'" is a quantitative score

derived from both historical and forecasted financial ratios.

It includes ratios that focus on liquidity {a company's

ability to meet short term cash outflows), profitability

{a company's ability 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 paymentsl.

Distance to Default

Morningstar's quantitative Distance to Default measure

ranks companies on the likelihood that they wi II tumble

into financial distress. The measure is a linear model of the

percentile of a firm's leverage (ratio of Enterprise Value to

Market Value), the percenti Ie of a firm's equity volatility

relative to 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 ascore, which

we then translate into a descriptive rating along the scale

of Very Good / Good / Fair I Poor I Very Poor.

CASE NO. 2013-00148
ATTACHMENT 2

TO OAG DR NO. 1-183

MnRNINGSTAW'

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 be approved by the

Credit Rating Committee.

Investor Access

Morningstar Corporate Credit Ratings are available on

Morningstar.com. Our credit research, including detailed

cash-flow models that contain all of the components of the

Morningstar Corporate Credit Rating, is available to

subscribers at select.morningstar.com.
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Morningstar Equity Research

Almas Energy Corp ATO 1**
last Price

43.62 usa
Fair Value

36.00 lisa
Consider Buy

28.80 uso
Consider Sell

45,00 uso

.. " .,,, .. ,.

Uncertainty Economic Moat""

Low Narrow

Moat Trend'"

Stable

Stewardship

Standard

Morningstar Credit Rating

BBB+
IndusIIJ Group

Uti lilies - Regu lated

Atmos Energy Reports Second-Quarter Earnings, Increases
Full Fiscal Year Guidance

Vital Statistics

Price/Earnings

EV/EBITDA

EV/EBIT

Free Cash Flow Yield %

Dividend Yield %

2014(EJ

163

0,0

0.0
~4.800.0

NM

3,948

44,55

32.10

37.1

25.2

30 Sep 2012

10,2

5,B

1.21

2013(E)

17.7
0.0

0.0

-6.376.5

NM

2012

15,0

0.0

0,0

-1,117.0

NM

Valuation Summary and Forecasts

fiscal Ye", 2011

14,0

0.0

0.0

-1,369.3

4,232.3

Market Cap (USD Mil)

52-Week High (USD)

52-Week Low (USD)

52-Week TotaI Return %

YTD Total Return %

Last Fiscal Year End

5·Yr Forward Revenue CAGR %

5·Yr Forward EPS CAGR %

Price/Fair Va lue

Analvst Note 02 May 2013

Atmos Energy ATO reported solid second-quarter EPS from

continued operations of $1.25 compared with $1.28 in the

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,

The primary analyst covaril1ll this company
does not Qwn It.., stock,

And, ew Bischol
Eq uIty Ana Iysl
a.ndrew.bischo1@'momingstm.com
+113121595-6433

Researclt as 0102 May 2013
Estimates as of 05 feb 2013
Pricing dala through 01 May 2013
Rating uplla,e<) as of 01 May 2013

EBIT

Revenue

Revenue YoY %

Free Cash Flow YoY %

HistoricJUfomc(]stdata sources are Morningstar tstim1tr.s and may reflect adjustments.

Financial Summary and Forecasts IUSD Mill
Fiscal Year: 2011 ZD12 2013(E) 2014(E)

4,286.435 3.438.483 3.373,669 B61.503

·8.0 -19,8 -1,9 17.4

456,256 451,528 491,048 543.399

·1.6 -1,0 8,8 10.7

208,949 216,717 224.150 243,533

10.1 3.7 3.4 8.7

2.31 2.38 2,46 2,67

12.2 3.1 3.5 8,7

38,339 190,668 ·221,466 -146,147

-86.3 397.3 -216.2 -34.0

EBITYoY%

Net Income, Adjusted

Net Income YoY %

Diluted EPS

Diluted EPS YoY %

Free Cash Flow

Natural gas distribution gross profit fell 7%, although the

decline was due to a recent rate design in Texas where

fiscal-year margins shift into the second half of the year.

Under the newregulation, customers will now have ahigher

base charge offset by adecline in the usage charge,leaving

full~year margins intact. Transmission and storage profit

increased 6,5% due tothe additional revenue from favorable

regUlatory 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%, althougl1 the unit only

accounts for 7% of total company gross profit.

Morningslar Analyst forecasts

C~nte()ls

Analysl Note

CurrellCY amounts exprcssDd with •$~ are in
U.S, dollars IUSD) unless otherwise denoted

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 reliability 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.

Profile

Atmos Energy is oneofthe largest natural gas-onlydistributors in the United
States, serving more than 3.1 million Cllstomers, The company's utility
operations serve Colorado, Kansas, Kentucky, Louisiana, Mississippi,
Ten nessee. Texas, and Vi rg inia. Its nonutii ity operations rna rket naturaIgas
across avast U,S, territory and include one of the largest intrastate natural
gas pipeline systems in Texas,
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rNRSROllJnjf;:;~ otrw-rwl.,;e p~vi~ ill i:l ~p,lr~letl9rremerJ~ )'OUffiljll!>Q t11is r{'pcrtnn!r!tlli~ COilllII'l' irJ wIlic.ll i!$ originClI <ltslrihlJlor L., h1st'd. The inflJhl\iltlDll, ddlCl, CJT1dI~ <lIM! UlJjfliOll~ pw.R-f1Il;£! ~li"J~indll nat l;Ufl'5-1itllle IrN8Stmef!1: ildorice; arc rrovi~
sO~lJly fot ~llkm"1tKJn<l1 ptJrp0'5e5 <J1Ki 1herefQfe ill8 '10: illl (lffer to buy or:<;ell .a 500J'ri'~; aool}f(J 11m warrilJlletJ tfl be rorre.:t, oomplele Ol" .!L{cllfal£,. Tilfo opfl~~lS e~;y€':'>sed Jre CIS of 1I~ d.11p.wriHli'fl "m !Ire s.u!JjetllC c:WJ~ Wi~l nDtice. U;(€flt as othmwfse
r~r8:l by !1l'W, M[Jffji~~1<lf:Jh[lii oot b!; fli'sprn'iiNp. Iff ilny t<adi~ ded,>Joll5.. c:JiJm~Jll5 or otllt~r kls5e'.i resullJll[l !rOOl, or re1l1.ed to, 100 in!0ffi1,-1tioo. d,,!.d, llllClI')l'le-s ofOilinioos Of thf'ir li>~. Thf! Irlrnr:mAti011 C{llltain~II!;',l;'fn j;; l~e proprietary property of
MOI'lll!lD'>tili arm ffi<ly~ be r~llred, in \'ill;lk:! or in pent (If used ill any Inalllll3~ wfthC:JlllltK> prkJr wrinen C01l'>!ml d Moming5t<lr.lo O'dcr mprrms, caJI +1 312-69&-@00. T{l !icel'l'>f: 11ll;! tC'Ol;{lrd!, l$11 t 1 312-flOO-5859.
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43.62 USD 36.00 USD 28,80 usa 45,00 USD Low Narrow Stable Standard BBBt Utilities· Regulated

Morningstar Analyst Forecasts

Financial Summary and Forecasts
Fiscal Yea: Ends in Det:em1J81 Forecast

3-Ye,Jr 5" Year
Growth 1% YoY) H,sLCAGR 2010 2011 1011 2013 2014 Proj. GAGR

Revenue ·11,6 ·6.2 ·8.0 -19.8 ·1.9 17.4 70.2

EBIT ·0,1 2.4 -1.6 ·1.0 8.8 70.7 8,5

EBITDA 1.4 1.6 1.3 1.2 8.2 10,1 8.2

Net Income 37 ·2.4 10,1 3.7 3,4 87 6,0

Diluted EPS 3,8 ·3.2 12.2 3.1 3,5 8.7 5,8

Earnings Before Interest. after Tax ·0.4 15,2 ·12.0 ·2.5 ·28.5 70.2 -0.5

Free Cash Flow ·277 ·44.7 86.3 397.3 ·216,2 -34,0 5.5

3·Ye.r 5·Year
Profitability HisL Avg 1010 2011 2011 2013 2014 Praj. AIY

Operating Margin % 11.2 10,0 10,6 13.1 146 73.7 73.2
EBITDA Margin % no 14,6 16,1 20.3 22.4 21.0 20.1

Net Margin % 5.1 41 49 6.3 6,6 6.2 5.8

Free Cash Flow Margin % 4.1 6,0 0,9 5,6 -6.6 ·3.7 ·2.2
ROIC% 70.2 11.7 9,8 9,2 5,9 5.9 5.9

Adjusted ROIC% 11.9 13.7 11.5 106 6,8 6.7 6.6

Return on Assets % 3.0 3.1 3.0 2,9 2.9 2.9 2.9

Return on Equity % 9.4 9.5 9.4 9.4 9.3 9.6 9.7

3-Year 5-Year
Leverage Hisl Avg 2010 1011 2012 2013 2014 Prqj.Avg

Debt/Capital 0.52 0,51 0.52 0.52 0,54 0.56 0.57

Total Debt/EBITDA 3.50 3.37 3.50 3.62 3,92 4.03 4.12

EBITDAllnterest Expense 4.64 4A2 4,57 4.94 5,67 5.34 5.16

Additional estimates and scel'lanos availablE.! fmdownlo8!l8t htlp:l/selecurIDfriingstar.t:mn.

Valuation Summary and Forecasts
1011 2012 2013/f) 2014{[)

Price/Fair Value 105 102

Price/Earnings 14,0 15.0 17.7 16.3
EV/EBITDA 0,0 0.0 0.0 0.0

EVIEBIT 0,0 0.0 0.0 0.0

Free Cash Flow Yield % ·1,369.3 ·1,117.0 ·6.376.5 ·4,800.0

Dividend Yield % 4,2323 NM NM NM

Key Valuation Drivers

Cost of EqUity %

Pre·Tax Cost of Oebt %

Weighted Average Cosl of Capital %
Long-Run Tax Rate %

Stage II EBI Growth Rate %

Stage II Investment Rale %

Perpetu ity Year

8.0

5.5

5.9

38.0

4.0

50.0

10

Discounted Cash Flow Valuation
nrm Va!ue Pm Share

USDMil 1%) Value

Present Value Stage I ·370,125 ·6,6 ·4,06

Present Value Stage II 772,514 138 8,47

Present Value Stage III 5,218,146 92,8 57.23
Total firm Value 5,620,635 100.0 61.65

Cash and Equivalents 64,239 0.70

Debt -2,527.355 ·27.72

Preferred StocK

Other Adjustments
Equity Value 3,151,509 34.63

Projected DiIuted Shares 91,172

Fair Value per Share (USO)

The data in the table aoov8 mprestmt base-tase forecasts in th8 company's rcport~ng

cunency <JS oj the b~jnning of the curmnl year. Our fajrva~ue estimate may differ from the
equity vilfue Def shaw shown above due (0 VUI time valu8 of mDney adjustmel'lt and in cases
where probJbil!fy-weigntr.d scenario analysis is pflrformed.

If' Mornil'9s!Jlr i!013. Ni Ri-yhts Reserved, r-I!Mli~tilr's CIE:'(Jt! f.l<llings & ReS8.1rdl is produc.ed aoo offered by Momir.gj;w.ltt:,. which i!; not registef~ wllli tile U,S. Sl'£ootfe'> aoo hdlEllB~ Cnmmfs$km ll~ i'l Nilti~~nt Rcr:C'ilnlred SI.lti5l1r..ll Rliling Orgar1imlroo
j'N RSRO''). Unlossc otllerwl-x: pru....ldffi 'In <l wp.lr,lip. i:l~~I1CIlI, you ffi1y IlW thi'; repcrt only in the country'm wh'l!:h its origine_1 disttillmor 'I':> m"ed, The \~I~CJ'rMlktt d"l<l. emLlI}"'.k'> .and opllllo/1S' J1R!,mlll;rl f~rlOil\dQ nut l;:cmslitlll~ hNP.~imen1 ilrN'Ke; arlO' prOlllOO:l
SDle1y for Infonmtlol181 JlLl~ emil lI-wr!;'f[J~?orlO' !lal all oITcr to bLfJ' ill selJ ll'>rnJrily: mm are oot WClrf.1ll11.'d to be correct, ctln-Jpleteor aa:Llraie, Thf. opil1lullS {oeo:lY~SBd areas (,f the d<'l\c wriuetJ "lid <'Ire s.1J~l"tt lU~wi~11 oollr.F., EX~l;j)l i:l:> atherwi'ie
fffjL1jJed by 11lW. MGlIIJrq.itar'Shall~ be fl;,poo;;ilrle lor '3lI~ lJlldinri dcdsjorls.d3m~ Ofnm IO'S~ resllllll19 frCffi. or r~I<'lled [(',llle infmmatiOll, data. <'Illfll.l"'~s or opini~ or the-lr l1':~_lJl[l ;llrOlTM~Q11 cnrlt;;Jl1fod ~I~rdll I:; theproprrel<lr)' flflJ}JP.rty of
Mc.1~llgS!.1l'JlId Illil'1 oot be r~r(l(lLM:t'd. ill W~lJk! (If in part, Of t!'>C'i:l in /lny manller, wi!hout the prior written COW.A!nt or MOOI11'~<;L'lr. To oWer IEprint~. <:all i 1 312-6%-£100. Tn iiLeI'l~ lhe r~l'-i'lldl. t3~1 !-1 312-6%-5.'!69,
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MnRNINGSTAR'
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last Price Fair Value Consider Buy Consider Sell Uncenainly Economic Moat™ Moat Trend'" Stewardship Morningstar Cred it Rating Industry Group

43.52 USD 35.00 USD 28.80 USD 45.00 USD Low Narrow Stable Standard BBBt Utilities - Regulated

Morningstar Analyst Forecasts

Income Statement (USD Mil)

fiscal Year Ends in December Forecast

2010 ZiJl1 2012 2013 2011
Revenue 4,661,060 4,286,435 3,438,433 3,3]3,669 3,961,503

Cost of Goods Sold 3,346,924 2,985,615 2,114,744 1,978,716 2,461,992
Gross Prolil 1,314,136 1,300,820 1,323,139 1,395,553 1,499,510

Selling, General & Administrative Expenses 454,621 442,965 453,613 466,378 479,526
Other Operating Expense (Income) 187,143 177,767 181,073 188,647 215,707

Other Operating Expense (Income)

Depreciation & Amortization (if reported separately) 208,539 223,832 237,525 249,479 260,878

Operating Income (ex charges) 463,833 456,256 451,528 491,MB 543,399

Restructu ri ng & Other Cash Charges

Impairment Charges (if reported separately) 30,270 5,288
Otller Non-Cash (Income)/Chargcs

Operating Income (incl charges) 463,833 425,986 446,240 491,048 543,399

Interest Expense 154,188 150,763 141,174 134,516 155,603

Interest Income -591 21,184 -14,644 5,000 5,000

Pre-Tax Income 309,054 296,401 290,422 361,532 392,]96

Income Tax Expense 119,203 106,819 98,226 137,382 149,262

Other AFter-Tax Cash Gains (Losses)

Other AFter-Tax Non-Cash Gains (Losses) 15,988 18,013 24,521

(Minority Interest)

(PreFerred Dividends)

Nellncome 205,839 201,601 216,711 Z24,150 243,533

Welgllted Average Diluted Shares Outstanding 92,422 90,652 91,172 91,146 91,146

Diluted Earnings Per Share 2.23 2.29 2.38 2.46 2.67

Adjusted Net Income 189,851 208,949 215,717 224,150 243,533
Diluted Earnings Per Share (Adjusted) 2.05 2.31 2.38 2.46 2.67

Dividends Per Common Slwre 1.34 1.37 1.39 1,40 1,43

EUllOA 680,193 659,141 692,333 ]54,5]3 830,590

Adjusted EUITDA 680,193 689,411 697,621 ]54,5]3 830,590

'!;J MQrTlirrg~taf 2011 All Rights R~;.eI'Jf'i1Ivk<l1l~ng;L'lr's Cfedlt Ral~rJ~ & Resf'.ilrdl is pl"orlucoo am.! offered hy .Momlngsldr. inc., wtlk!1 f'i not legl's!erE~d with 'J~ US SecllrilI~ 0900 EKd1af'9~ Cut'1I111<;.slotl CIS <l N:llkoally R~OJn~!P.I1 SI"!~lit;:,.ll Riltillg Ofganlliltioo
('NRSRO''). Ullle:;.s otherw'l5e pru'~jd~ in a.,;eparate <lgr~llll;nt. you rna'f lli€ !his lIclJOft (JrIl.v)~1 8m C1Jwltrjjl~ vltiH:h 'Ito; orig'Irr<l1 distriblltoc Is oosed, ihe il'lfoollatioo, .aClIa, 11l1<lIJ'-'G-<;:tOO opinion~ presen1.led herein do OOltclt'>\iltJtlJ jnv!)~ilrnflt <lmr'Ir.e; .lre prmr'rded
"i\ll,,~y for infOfffii:l.tioo<ll pmp;!'>C'> .alld thefefore <lre.oot <lllu!f"r to bIJy orrell it ~frurily. .am:l arc not warranted to he rorrect rnmp!Qt!J"{l[ aamate. The opll'liom 8;q:'e>~ Ilre3'i CJfthe <lone w,iMlI ,md are su~er:t m d1Cl1l(jC WiU,1)iilt tlotit;!;!, [:l;{P.fl\ <IS mherwJse
fP.qllir8rl by lm'i, Mmning~\'lr~Wdl not be respoosible fill all)' Imd~fY,I ded51ons, Uilma[]L1S or othe; losses resulling frcrn, (If related to, lIle Worm.'ltirnl, d.lta, a!1a1y:-es or op1lliQlIS or Ih<>ir lJSe. The inforn1<ltion contained her~ll II; tiro pfofXI!;'\'"l<)' property of
MmtiFlg~tl!f ,md may rml be! l"-'Prud:uce<:J, irll;lfh:J.le (If in pdll, (If ~ed il'l any mJllll-€l', witlloollhc prim wrillen corrsenl of Momillgst.'lf. To C>f\ler reprints, call 1-1 312-696-6100. To IkerlS{llhe lec-eardl, c.:lll 1-' 312-696--53£9.

P3g0 3 of 5



CASE NO. 2013-00148
ATTACHMENT 2

TO OAG DR NO. 1-183

Mornillgstar EqUity Resealch

Atmos Energy Corp ATO **
,.. ,."., .... , ...... , .. ,., ....... , ..... , ... " ....... , ............. " ... ,. . ... ., ,."."." ...... ......... , ..............." ....... , .....

Last Price Fair Value Consider Buy Consider Sell Uncertainty Economic Moat'" Moat Trend'" Stewardship Morningstar Credit Rating Industry Group

43.62 USD 36.00U50 28.80 usa 45.00 uso Low Narrow Stable Standard BBB+ Utilities - Regulated

Morningstar Analyst Forecasts

Balance Sheet (USD Mill

Fist:al Year Ellds in December Forecast
2010 2011 2012 2013 2014

Casll and Equivalents 131.952 131,419 64,239 91,731 112,294

Investments

Accounts Receivable 273,207 273,303 234,526 230,105 270,199

Inventory 319,038 289,760 256,415 189,682 236.081

Deferred Tax Assets (Current)

Otller StlOrt Term Assets 150,995 316,471 272,782 316,471 316,471

Current Assets 875,192 1,010,953 827,962 827,989 935,046

Net Property Piant, and Equipment 4,793.075 5,147,918 5,475,604 5.992,079 6,414,887

Gorn:lwill 740,148 740,207 740,207 740,207 74Q207

Other Intangibles

Deferred Tax Assets (Long-Term)

Other Long-Term Operating A,sets 355,376 383,793 451.262 476,262 50V62

Long·Term Non-Operating Assets

TOIaI Assets 6,763,791 7,2112,871 7,495,035 8,036,531 8,591,402

Accoll nts Payab Ie 266,208 291,205 215,229 20U24 250,570

Short-Term Debt 486,231 208,830 571,060 570,929 1,070,929

Deferred Tax Liabilities (Current)

Other Short-Term Liabilities 413,640 367,563 489,665 501,665 513,665

Current Liabilities 1,166,079 867,598 1,275,954 1,273,918 1,835,164

Long-Term Debt 1,809,551 2,206,117 1,956,305 2,385,305 2,275,805

Deferred Tax Liabilities (Long·Term) 829,128 960,093 1,015,083 1,030,083 1,045,083

Other Long·Term Operating Liabilities 780,685 993,642 889,090 86{090 839,090

Long-Term Non·Operating Liabilities

Tolal Liabilities 4,535,443 5,027,450 5,136,432 5,553,396 5,995,142

Preferred StOCk

Common Stock 451 451 451 451 451

Additional Paid·in Capitai 1,714,364 1,732,935 1,745,467 1,745,467 1,745,467

Retained Earnings (Deficit) 486,905 570,495 660,932 757,224 870,342

(Treasul)' Stock)

Other Equity ·23,372 -48,460 ·48,247 -20,000 -20,000

Shareholder's Equity 2,178,348 2,255,421 2,358,603 2,483,142 2,596,260

Minority Interest

TOIaI Equity 2,178,348 2,255,421 2,358,603 2,483,142 2,596,260

.::-, Wrcrni~!<lr 2013. M Rights. flCS€lved. Momillg5ti:Jr's Credit [bUngs .& Research is. pradure:l <1m:! offered by Momir.g<;.t:ll, Irl:=" which is oouegis.tered willl1hl;! U,S, St£un[i8'S; ;md hchdl"::J!;l Commi~~Qn <I» <l Natftt'lally R!;,!,;:llJr;ilP.d Stilll::.llr..ll RiJ.tJng OrgilflizaUOl!
rNR::,RO'J. Unl~ othlm.'IIiS(' pllJo'lided in a sepillUle (Jyre€meJl~ yoo may U'>e. th'~ r~ only in lhe muntry in 'WhIch it'.> {lrigll11l1 m$linWH:i j~ oo"m The 'InflJllnilI101:I, u<i!<I, an.<ll~ and ~lljlJl'1$ ~n\all1erein{j(l nm c:un;\ilu1p. imr~mp.ll\ i'\~V\'.I<'; are PfOlr'likd
so~ly for mform'llicm.11 pllrpose5 and therefore ilre flO!;m ofr€l lo hUy 0< s.eJ1 OJ sea.Jrity; alld are oot wClTr.'lnlC'd It] be OOl1ec:I, tampl~l~ or accumll?_ The.oClpinintt'> l;J')(Pf~s.8d m:e.1'> Dr the d<ile wri!tp.n il~ M~ su~~t [0 dr.m\F WFlh(}.lllllltkf', hr.P.pl as. Dtlla-wise
l1X]11~rM~)" 1,,'1'1, lvklmirqsl;lr sl<aH not be r"'::1JQI1')inle f(lf an)' lI<lding {j~isioos, OOJTh'lge-s Dromeo IClS>;eS JeslJlUl1g rrom, nr f~lC!11;1:j 10, the infmmltKJn, d<lUt, ill1<ilf'Ei Of opini{l!1s nrlheir U'>~_ n~ ffFfar111<'lI!oll oom"ineli l~reiJ1 i~ u-re propri'llil!)' pr1Jpe&f 01
Mom1n~"lm .md ID,lY nol he r.ep~. ill wmle or in pilrt, Of l1W\J in any m'lnOO'. wimour lhe priOfwritt~n wilwnl of M0!'l1i)19,l1lf, T{l mck:r Wprillls, CC1U ..1 31~ ..fl%-6100_l(l Hcense tile- r~e<'lrdl, Ci'lll +1312-6%--5859
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Morningstar Analyst Forecasts

Cash Flow (USD Mill
Fiscal Yea! Fnds in December

Net Income

Depreciation

Amortization

Stock-Based Compensation

Impairment or Goodwill

Impairment of Other Intangibles

Deferred Taxes

Other Non-Casll Adjustments

(Increase) Decrease in Accounts Receivable

(Increase) Decrease in Inventory

Change in Other Short-Term Assets

Innease (Decrease) in Accounts Payable

Change ill Other Short-Tenn liabiiities

Cash From Operations

(Capital Expenditures)

Net (Acquisitions). Asset Sales. and Disposals

Net Sales (Purchases) or investments

Otller Investing Cash Flows

Cash From Investing

Common Stock Issuance (or Repurchase)

Common Stock [Dividends)

Short-Term Debt Issuance (or Retirement)

Long-Term Debt Issuance (or Retirement)

Other Financing Cash Flows

Cash From Financing

Exchange Rates, Discontinued Ops, etc. (net)

Net Change in Cash

............................ ,., ...... ".

FDrecast
2010 ?011 2Dl1 2013 2014

205,839 207,601 216.717 224,150 243,533

216,960 233,155 246,093 263,525 287,192

30,270 5,288

196.731 117,353 104.319 15,000 15,000
23,491 20,291 17,492

-40,401 -96 32.578 4,421 -40,094
54,014 27,737 28,417 66,733 -46,399
-3,501 -91,557 ·29,066 -43,689
58,069 23,904 -54.234 -13,905 49.247
15,274 14,196 29,313 12,000 12,000

726,476 5112,l144 586,917 528,234 520,479

-542,535 522,965 -522,965 ·780,000 ·770,000

128.223

-66 -4,421 -4,625 -50,000 -50,000

-542,702 -627,386 -499,367 -830,000 -760,0IJ0

-92.875 2.497 -16,148
-124,287 -124,011 125,796 -127,858 -130,415

54,268 83,306 354,141 -131 500,000
-131 82,217 -257.034 429,000 -109.500

-163,025 44,009 -44,837 301,011 260,085

28,247

20,749 ·533 42,713 27,492 20,563

ii" Mrrning~lli 2013. All R:~ht.., Rp5el'ted. Mrnnfng'>t.1rs Credit RCltings. & RlOse-arch i.., produced .1Ild offered by MotnlllJ'll.<1r. ~rt"., whirh is rol regjsler~l with lhe U.S. SocurilJes <]00 E){dlal~lo CQIDllh:-;;loo i'lS a U,;.tiCilal~ R~llj,t'd $!..'I\~,\bl ~i1lfng Ory;mizatiorJ
rNRSRO'l Unler.., 'OtheNlise pm'lidW ~n !1 SEparatl: ~greemem, '(Ou rmy us.e till, rep'Jfl only in the coontry in Wllitll it-" wigi~1 diStritxrtCf t; h.".sed. Th{) lr1rGm1i'tl00, <l<lUl, <m.1l~ <mil CIplllitJF1$ prewn1l;"d jlt'!eiill dQ I'l(ll W1~til.tJle jrNlJ">tmct1t lld'li~; are pr1Jllicle\:l
solely foc inrOOllCllilJll:ll JIlliPCY..es ,Hili thcrerom 8m not (In offer 10 bll)' m ~11 a ~OOJril)'; ,md Jre- ool wmmnted m be C~I. illll1plete m OCClIrat8. Th~ 'fIlniotJ:s c)(~~sed are <1S al tt.e.<lClle Wiill!;,Jlllf).l <:lr8 ~qject lO r.han-ge WilffLi.lt lIulko, h""l'l.l~ Gilierwi~-e

required !Joy ICiw, Momill9'.>t.ar 51-mil net 00 respcmibln fm any ua!:iifY:j dedSlOl1S, d3m~ [If Gthe.r IlLws re5-lIHi~ flC(fJ, Wrdllted w, the illf0ffil,,1tioo, daUl. ;Jn4~S ill opinions Of !.hl:>jr ll';t~_ The JrnotlMtiml ~(Jmdinerl herein i~ tlllJ prop<i[]lll~ ~y Qr
Morninr,.rar cmd ft'l<ly not be repmdlJ[e-d, in WilDIE) m Tn pml, or l!Sed in:lny manner, withmlt the prlocwliltllll mn~m of M~illgstar_To ar[)e[ reprints, uli ~13.12·695-6100.1oIKenS>! me I~trlt ttlll -t1 312-69&-6[169
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Atmos Energy Management Meeting: Constructive
Regulatory Relationships Drive Growth

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

earnings growth and 8%-8.5% rate base growth. The

company's regUlated operations enjoy aweighted 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.

Valuation Summary and Forecasts
Fiscal Yoar: 2011 2014(E)

16.7

a.o
0.0

·4,104.5

NM

4,029

44.85

32.10

40.1

27.7

30 Sep 2012

10.2

5.8

1.24

2013(E)

18.1

0.0

0.0

-6,2496

NM

2012

15.0

00

0.0

·1,117.0

NM

14.0

0.0

0.0

·1,369.3

4,232.3

PricefEamings

EV/EBITDA

EV/EBIT

Free Cash Flow Yield %

Dividend Yield %

Vital Stlltistics

Market Cap (USD Mil)

52-Week High (USD)

52·Week Low (USD)

52-Week Total Return %

YTD Total Return %

Last Fiscal Year End

5-Yr Forward Revenue CAGR %

5·Yr Forward EPS CAGR %

PricefFair Value

06 May 2013Analyst Note

Researcll as 0106 May 2013
Estimates as of 05 FBb 20\3
Pricing data through 03 May 2013
Rating updated as 01 03 Mily 1013

Currellcy amounts expressed w[th "$" are in
U.S. dollars IUSD) unlass otherwise denoted.

Andrew Bisch of
Equity Anal yst
andrew.brschof@momingstar.mm
+1 1312) 695-6433

Th [) Dr imary analyst c{)vering this campa ny
does not {)wn its stOtt,

Revenue

Revenue YoY%

EBIT

EBIT YoY %

Net Income, Adjusted

Net Income YoY %

Financial Summary and Forecasts IUSD Mill

Fiscal Yeac 2011 ZD12 2013(E) 2014(E)

4,286.435 3.438.483 3,373,669 3,961.503

-8.0 -19.8 -1.9 77.4

456,256 451,528 491,048 543,399

·1.6 -1.0 8.8 10.7

208,949 216,717 224,150 243,533

10.1 3.7 3.4 8,7

2.31 2.38 2.46 2.67

12.2 11 3.5 8.7

38,339 190,668 -221,466 -146, 147

·86.3 397.3 -2162 -34.0

Profile

Historitaljfr:H8C<Jstdata SOlJrc;es are Morningslar Estimates and may refieCl [JdjlJStIi18111~.

Diluted EPS

Diluted EPS YaY %

Free Cash Flow

Free Cash Flow YaY %

Atmos Ene rgy is one ofthe largest natu ral gas- on Iy 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 US territory and include one of the largest intrastate natural
gas pipeline systems in Texas.

The largest 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 construct'lve regulatoryjurisdictions will

maintain favorable returns on equity despite low interest

rates. Low gas prices are helping keep customer bills low,

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 opportunistically

refinance its capital structure, which now has a weighted

average cost of debt below 6.0% with no additional

immediate refinance opportunities.

During the past few years, management has sold fringe

assets with comparatively poorer regUlatory constructs and

is now focused on maximizing internal growth opportunities.

Management plans to spend 70% of its planned four-year

$3 billion investment plan in Texas, where Rule 8.209 and

the state Gas Reliability Infrastructure Program reduce

regulatory lag and allow attractive returns on equity.

Morningstar Analyst Forecasts

Co-n1en1s

Analyst Note

1.;1 Mmlillg51iJf 2011 All Rr~'j R€5<'-fV~, MJmin~i'lr's Cr<:'dit Ra~ngs t, Resrorch is p!oduL:oo tlrld off~~ fJ>] ~JTI!I~[;lr, !oc., ",f1icl1 h: mt register{:{j with !he US. Ser.llritili"s .md hdl/lfllJ" CIln'llll,Sfon <l, <l NClllooally Re.ccgllilt'd S\atl~ti~al RiltillQ Orgallilatirm
rNRSR01, Ulll~'j o1nerw'l:>€ providP.d irl il ~1ml~agf8€menl, '((I!J may (J<;'E! lhl'; report only ill tJ~ toHnlrj In whkh il.'> oriyiml di~tribut{;i i~ OO.,ed Tll0 jllrOima~oo, dll1,l, ;JJlO1!~~. and (]rmi~ presenloo hereil'l do 001 WI''rS:[jtlJl", rfIVG~lmfml mMCP.; me pWl,'ic:Jed
$(101)1 for irtfanrn!:JOllal ~lIrplfJ~ .1M th~flJfote lUp.ool an o!'fer 10 buy Of ~II <l security: <lnd ar~ 11mW3lTIl"I~ to i:u torrecl, oomplele Of <lL!:lffi:lte. Th€ CJp-iIIIOI1'; t'KpfF.")c.erj /Ire as of lhe dalewriu(5l am <lfe s.1..lQjecl todmrlge witll«1i II[Jtiw~ b;l;~ us. otherwl'SQ
fiYJl.!i)l;lj hy lm-/, MDming'it<lf m,.lll f1ll\ txc le~PQ'l';~hl[! rOf i:lfJ)' lfilrfjllg de;:isi0r6, d..Jmcages.<lrOU1er 1Cl'>->e> r=tJll1ng frC.l1. m remlerl ta, the in!O!TIl<llkln, data, analys'2's Of D~rl[ull,Of theirU';(!, The iflfomtCl:tion coot<lirtP-d herem i~ tll~ pl~~I(lfY prClp'Crty of
Mttning'il<1f .md mily ool tIOC' fP.flfodutrd, ill wlU1e 0; in pill1, or ll';cd irl ,my~ withoot th€' Pffor \wil(on coo:;!)l1l of Mtmmgo;;l:]f. To~r ll)prirlts, call +1 312-69(,- Gl00, 10 Jjteme the rg;e,m:n, tafl +1 312·Ggfi-GfWl

Page 1 of 6



CASE NO. 2D13·D0148
ATTACHMENT 2

TO OAG DR NO. 1-183

Momingsl(U EqllilY R€seatcll

Atmos Energy Corp ATO (NY:,E) i**
last Price

44.49 USD

Fair Value

36,00 USD

Consider Buy

28,801lSD

Consider Sell

45.00 USD

Uncertainty

Low
Economic Moal'"

Narrow

Moal Trend'" Stewardship

Stable Standard

Morningslar Credit Raling

BBB+
Industry Group

Utilities· Regulated

and management concedes that it could be more difficult

to maintain current allowed returns if there were a sharp

jump in gas prices,

Momillg~tm 20lJ Au R!~hl'S Re~rJed. Moming"t,u':; Cram ~<lt1ng;. (" ReSffi!dl t'i ~Mk:t"d <llid offered by Momill;lst<lr, lIT." wlllCh i~ ml ft'gj~l"r8dwilh the u.s. S~urill~S .'11K! E:uh.l~8 Commi:>-'ifon;'J~ tl Nti1lr:IDlly R8"-~led Stiltr,Ik.iJ1 Rilling Oryallilatian
t:NRSR01.lJrllf>".O'i ollielwi'><! pr01ilded in <l 'Sep,'1rato ayrcelnml, )'nll f1l':ly use I.Ili" r~l tlllly ill the caufllrJ' It] wnk:h its oogin"l disuilJUl.Cf h bdSL"rJ. Th8 if1forrmt~. dilld, dnal'y~ ,md Ilpiniom; pr€wnlP.li IK'le1" tJG nQl cml->litu!e 11lYe:>tmen! i)dYlce; Me proQ1ljrJe.r.J
'SOI!:!lJ r01 illformllKlllal pmprOE!S <100 thE!~fOfe <lTQ nolan offer \0 hll)' or s;e.ll Cl ~~:lJ!ll); and dIe-nul w,l!Tamfod ~o!IP. (.{Jrr~L Wffipl~le or 2a:lJldle. T~f' opJrnOfl'i !;'~I~~~ ar8 ClS DILlie d~~ ...'fitten am llrO ~lJ~«.t \0 01'lrrg" without fmlke, b:c-€Pl-a'.i ollre;wfs,e
lrifl1iffid by law, Mommgsl<lr shell! not b<:l respoosfule- fm any trarli~ decision~, <l2111~" Of ol1i8r lCr;~s re~thlg fmfn or r~~t~ lu, the il'lfoornliQl'l, ft'lIOl. ,ma~l5{lr opimOffi or tlt8[r US!), HI<' inforrmliGl1 tOnt1lilIM 111'~in h U1p. propffiltClr)" pruperty of
MomTrny;tar and ffily not be reprndLlCed.lfl wml~ m Tn part. 0; lried in <1111 nJ,lrlfler, witJ~OOl tJ]epriorwritten Wn$eJll Gf Moml~tdL T{l mderreprln!$, r;,1Il +1312·696--5100. To Ikense tl~ re;;p.i\rdl, 0>11 j 1312-o%5B69,
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TO GAG DR NO. 1-183

Almos Energy Corp ATO 1**
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last Price fair Value Consider Buy Consider Sell Uncertainty Economic Moat"" Moat Trend"" Stewardship Morningstar Credit Rating Industry Group

44A9 usa 36.00 USD 28.80 USD 45.00U5D Low Narrow Stable Standard BBB+ Utilities - Regulated

Morningstar Analyst Forecasts

Financial Summary and Forecasts
fiscal Year Ends in December Forecast

3-Year 5-Y"ar
Gmwth(% YaY] His\. CAGR ZD1D ZOll 201Z 2013 2011 Proj_ CAGR

Revenue -11.6 ·6,2 -8,0 -19,8 -1,9 17.4 102
EBIT -0.1 2A -1.6 -1.0 8,8 10.7 8.5

EBITDA 1.4 1.6 1.3 1.2 8.2 10.1 8.2

Net Income 3.7 -2A 10,1 3.7 3.4 8.7 6.0
Diluted EPS 3.8 -3.2 12.2 3.1 3.5 8.7 5.8

Earnings Before Interest, after Tax -0.4 15.2 -12.0 -2.5 -28.5 102 -0.5
Free Cash Flow ·27.7 -44.7 -86.3 397.3 -216.2 -34.0 5.5

3·Year 5-Y.ear
Proflt<lbility Hist. Avg 2010 2011 2012 2013 2014 Pmj. A'1I

Operating Margin % 11.2 10,0 10.6 13.1 14,6 13.7 73.2

EBITDA Margin % no 14,6 16.1 20.3 22.4 270 20,7

Net Margin % 5.7 4,1 4,9 6,3 6,6 62 5,8

Free Cash Flow Margin % 4.1 6,0 0,9 5,6 -6,6 -3.7 -2.2

ROIC% 102 11.7 9,8 9,2 5,9 5.9 5.9

Adjusted ROIC % 71.9 13.7 11 ,5 106 6.8 6.7 6.6

Return on Assets % 3.0 3.1 3.0 2.9 2.9 2.9 2.9

Return on Equity % 9.4 9.5 9A 9.4 9.3 9.6 9.7

3-Yec! 5-Year
ieve.rage- Hist.Avg 2010 1011 1011 2013 2011 Praj.Avg

Debt/Capital 0.52 0.51 0.52 0.52 0.54 0.56 0.57

Total DebtlEBITDA 3.50 3.37 3.50 3.62 3.92 4.03 4.12

EBITDA/lnterest Expense 4.64 4.42 4.57 4.94 5.67 5.34 5.16

Additional estimLltes and scenarios available for d[l'A'llload nt http://sp.ll3ct,momlllgslar.com.

Valuation Summary and Forecasts
2011 1012 2013(£) 2014(f)

Price/Fair Value 105 1.02

Price/Eamings 14.0 15,0 187 76.7

EVfEBITDA 0.0 0.0 0,0 00

EVfEBIT 0.0 0.0 0.0 0,0

Free Cash Fiaw Yield % -1,369.3 -1,117.0 6,2496 -4.7045

Dividend Yield % 4.232.3 NM NM NM

Key Valuation Drivers

Cost of Equ ity %

Pre-Tax Cost of Debt %
Weighted Average Cost of Capital %
Long-Run Tax Rate %

Stage II EBI Growth Rate %
Stage Ii Investment Rate %

Perpetuity Year

8.0

5.5

5.9

38.0

4.0

50.0

10

Discounted Cash Flow Valuation
FitlllVallJe Per Share

lISDMii (%) VClJue

Present Value Stage I -370.125 -6.6 -4.06

Present Value Stage II 772.614 13.8 8.47

Present Value Stage III 5.218,146 92.8 57.23

Tolal Firm VaiuR 5,620,635 100.0 61.65

Cash and Equ ivaients 64,239 0.70

Debt -2,527,365 -27.72

Pre Ferred Stock

Other Adjustments
Equity Value 3,157,!i09 34.63

Projected Diluted Shares 91,172

fair VaiuR per Share [USD)

The d8t:J in tim table above rep-resent base-r.flS€ forecasts in the COfTIP'HlY'S reportil1g
cunency llS of !:!18 beginning of the CLJrre~t year. Our fair YalU8 estjmm~ may differ from the
equityvaluB per share shown (Ebol,l~ due tD our tim~ Wltuc at money adjustmfmt,mt:i in Ca:;;es
w11ere probiJbility-weighted sr.enarlo anojysis is performed.

Mornill!j:<;ta[ 2013. M Rights R~ted_ MClrllil'lf!"tM', {;fl~dil ROltil'lfl5 &- ReSffi!cll b [lfOOuced clrld offered by lvIDmingst'll~ 1rK"~, which is oot wgi,llC-f8d wjth !he U.s. 5o.:L'filles "lid hcmnge Corrrni..,..,ioo 'IS 'I NalicoaHy R~ogllil~ SI<l:i-slilAll RiI~llg OfganFJalion
rNRSR01.llllIBs·, othelwi~ pro\l~ ill <l ~p3rat8 ag!~lelll, 'tOO IIldy lr5f'thl'i r.cpor1 O!1lyill the e<:lllrltryin 't'Alich 'rt~ rnigillill d'1:;tJibutor 1$ h.1~I;'d. ThP. irlfornlalJ~l. DaLa, "liilly5€s and OJlllo"mrls ~resente(j weill do fmtcoosti!ut(J lr1'Jp.,>lm8flt udvire; are .r:mwld-"-d
:;oiely for ill!ormal":Jrlfll puJPO"es. <!rl(! tJ1t~[efu;e Me not <In offer la buy ~ ~ll [l secu!il~;~nd me oot w<1rT,1rll-rd to be ro!TE{l,. mmp:ete Of illUlflltro, Ttw OP~rJiVl1S exSXessed are a:> or lileli<llewritten arxl me ~llQiect 10 mange wil.h~ll mtke, Ex~ept as ot!-J.tn',lS(j
r<'quired DJ law, Momirl!PI<.lr ShClll not bef"'~pcfls.ibl{>: for any trddit~ ~["Ci"larr>, JalllBgQ.<; Of othef Ins'-.P.5 r{!sLI~ling frcm, ar rell'lt~ to, t~ infllml<lUClll, Q"iil, iJfIillys.es OJ opirn0l'15 {lr theil Ll$e. The jnformation contained hE.-e;lll" tile [X(ljJ!imary prupEftJQf
Momi~r aIKllmy not bf'.[~odLlt.f'i.l< ll'1 whole Of in pmt. or lJ'>-ed illllrry' mllflHer, wmlOUt the [Xiorwrilterl (onselll of MmlinEl~tar.To-'Or4" rep;lllt:s, C<111 +1 312-695-5100. To lia::fl'>e tlw rese-;)rm, GIll +1 312·1)9G-Wf8.
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36.00 USD

Consider Buy

28.80 usa
Consider Sell

45.00 USD
Uncertainty

Low

Economic Moat'"

Narrow

Moat Trend"" Stewardship

Stable Standard

Morningstar Credit Rating

BBB+
Industry Group

Utilities - Regulated

Morningstar Analyst Forecasts

Income Statement (USD Mill
Fiscal Yea, Eed, in Der;elnlJei

Revenue

Cost of Goods So Id

Gross Profit

Soiling, General & Administrative Exponses

Other Opera ti ng Expense (Income)

Other Operating Expense (Income)

Oeprel:iatiOll & Amortization (if reported separately)

Operating Income (ex charges)

Restructuring & Other Cash Charges

Impairment Charges (if reported separately)

Other Non-Cash (income)/Charges

Operating Income fincl charges)

Interest Expense

Interest Income

Pre-Tax Income

Income Tax Expense

Other AFter-Tax Cash Gains (losses)

Other AFter-Tax Non-Cash Gains (losses)

(M inori ty Interest)

(Preferred Dividends)

Netlncome

Weighted Average Diiuted Shares Outstanding

Diluled Eamings Per Share

Adjusted Net Income

Oilulel! Eamings Per Share (Adjusted)

Dividends Per Common Silare

EBITDA

Adjusted EBITDA

Forecast

,010 1011 2012 2013 2014

4,61;1,060 4,286,435 3,438,483 3,373,669 3,961,503

3.346,924 2.985.615 2,114,744 1.978,716 2.461,992
1,314,136 1,300,820 1,323,739 1,395,553 1,499,510

454,621 442.965 453,613 466,378 479,526

187.143 177,767 181,073 188,647 275.707

208.539 223,832 237,525 249,479 260.878
463,833 456,256 451,528 491,048 543,399

30.270 5.288

463,833 425,986 446,2.40 491,048 543,399

154,188 150,763 141,174 734,516 755,603

-591 21,184 -14,644 5,000 5,000

309,054 2.96,401 2.90,42.2 361,532 392,796

119,203 106,819 98,226 137,382 749.262

15.988 18,013 24,521

205,839 201,601 216,111 224,150 243,533

92,422 90.652 91,172 97,146 97.746
2.23 2.29 2.38 2.46 2.67

189,851 208,949 216,717 224,750 243,533

2..05 2.31 2..38 2.46 2.67

1.34 1.37 1.39 1.40 7.43

680,193 659,141 692,333 754,573 830,590

680,193 689,411 697,62.1 754,573 830,590

r(, Momirrgsl.<31 20l1liu Righi" t/{l5Crwrll\:klmingslar's Cwdit R:ltirlQ" t. l(ese<lrch i~ produced aoo orrcrrorl hy Mcmnw13r, !oc., which is not regi~t~red wilh thl;' US. S~lJritj8!> af]{] E;:.:ro..lnge- Commiss.loll as a NiltlonaHy Rcr()]l'liIfl(j S!:ltisti~ Rating OIg<lr1iwlroo
rNRSRO'). Ullleo;;s oHKYWiw l)fool.!oo rll a Sl::pilfille agftx!ment, yOll jll.dY ll.":~ 111'1:> repClrt only ill the rOUiJ.llyl11 wtlien it.. ori'Jinill dhtributOfisl:mea. The infClrTTh11j(;tl, 6.3w, <lrtalyse.; Mid QPif11orJ'i pres€lJted heieill do oot toro.llillte iJNes~t Cld'llic.e; dj"e r~O'Vid8d

w181y jor iflfOfmatimlal PllfPO':i~ illid ~rereloreare oot illl offer to buy O;-~f'!I i, SOORlty; ilrRl are not warranl!2d tG be (1Jrr("C~ oomplele {If ilccumte.. TII~ Opinions e~pre'ised <Jre ,18 of tJ):J d<l!e IYritt€ll aoo .ne- 5U!{ieclto dl<lll!:p wilhoul OOtiffi. [~CI;pt <l~ oth[ltwi~

ffiqUired b)' law, Mornir'lg'il..Jf sllall not be re;,~i~e fO! any tmdi~ dE<:"i::;fon.s, d..lm~'i or other klss~ r~1JJtil'lg rrocn, or H~lated to, tw inlormaulJll, thl1l, ;1Il2'i)"$~s or opinions or tIle-ir l1">e, The illfCfmJlroo cornah18d herein is !he pmprie1.:lr)' prope1.Y of
MDmirlQ,>tar [m~ 11'lJ)' not be reprC":lllred. ill ,'Vtole or in j}<ll!, or tned In I'my 1Th11l11llr, withrnillire prior IYri!tel~ COOSErl! of MClni~l;]r,To .orner rrprints, ttlll .1 312·!l95-~100. To fiCf"l"r~ Ut!> f£'Seardl, call-tl 312-6!J6-6869.
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Utilities - Regulated

Morningstar Analyst Forecasts

Balance Sheet (USD Mill
riseal Year Ends in Oor;emb8f

Cash and Equivalents

Investments

Accounts Receivable

Inventory

Deferred TaK Assets (Current)

Other Short Term Assets

Current Assets

Net Property Plant, and Equipment

Goodwill

Other Intangibles

Deferred Tax Assets (Long-Term)

Other Long-Term Operating Assets

Long-Term Non-Operating Assets

Total Assets

Accounts PayabIe

Short-Term Debt

Deferred Tax Liabilities (Current)

Other Short-Term Liabilities

Current liabilities

long-Term Debt

Deferred Tax Liabilities (long-Term)

Other Long-Term Operating liabilities

Long-Term Non-Operating Liabilities

Total Liabi lities

Preferred Stock

Comman Stock

Additional Paid-in Capital

Retained Earnings (Deficit)

(TreasUl)' Stock)

Other Equ ity

Shareholder's Equity

Minority Interest

Tolal Equity

Forecast
2010 1011 2D12 2013 2014

131.952 131.419 64.239 91,737 112.294

Z73}07 273.303 234,526 230. iD5 270.799

319.038 289,760 256,415 189.682 236,081

150.995 316,471 272,782 376,471 316.471

875,192 1,010,953 827,962 827,989 935,046

4,793,075 5.147.918 5,475,604 5.992,079 6.414.887

740.148 740,207 740.207 740,207 740.207

355.376 383,793 451,262 476.262 501.262

6,763,791 7,282,871 7,495,035 8,036,537 8,591,402

266.208 291,205 215.229 201.324 250.570

486.231 208,830 571.060 570.929 1,070.929

413.640 367.563 489.665 501.665 513.665

1,166,079 867,598 1,275,954 1,273,918 1,835,164

1.809.551 2}06.117 1,956,305 2,385.305 2.275,805

829.128 960m3 1,015,083 1,030.083 1,045,083

780.685 993.642 889.090 864.090 839,090

4,585,443 5,027,450 5,136,432 5,553,396 5,995,142

451 451 451 451 451

1.714,364 1.732,935 1,745,467 1,745,467 1,745,467

486,905 570,495 660,932 757,224 870,342

-23.372 -48,460 -48,247 -20.000 -20,000

2,178,348 2,255,421 2,358,603 2,483,142 2,596,26D

2,178,348 2,255,421 2,358,603 2,483,142 2,596,260

~I Moo~l1[]stllr 2013. An Right'S RC'if'i'IIed Momillg>tals Credil R::ltimp. & R~Nl,dJ is [iRXlw;ed iJrn::I{)ffered by MDllllryS,t:!" I~, v.'il:ch is rot r~l"lered with the U.s. Ser.;Ufilr~ and ~Kcmnge Corl~l"Ijs.<;ioo as a Nalicoally Re<:og!lil~ Sltil~tic.11 RiltiJlg {1rgi3flllitllOn
I'NftSfl0'). Urll",;,,:; otW>iwlso IJlOlJi<.IeJ 'In iJ o;,ep<Jfil!e il!jreerne'nt yl:lll may~ lhj, (~~ \m\y in Ih€ coontr)' 'In wllitll it!; OJiginfll dlslribUl.!X is rn~ed, The lnrOllllilt'lcn dlltit iillillyst"i and opirliOllS pre:>eflted herell'l do oot <:CIll::';tilut~ jllVe~lITil;'llt iHtv'IQ;"; Olf€ pro'ilooo
sale!}' rOl illfoon.lli-IJrml ptlfPOSes. ilnd Ur8fefore are I1Ot.m Qff131 10 !my Of ~I~ e. $C'QJll\j; <lrni <lip. flot WilJT<JfItP.d (0 (JeWrTteCt, UlII1~leor j}(tUlate. The o"lllion~ f'X~~ ilfe as mIne .Qelte wlittell arxl are ~lJt)ject to dl<ln~ WiIJ100ll1Dti!;e, tXl;~ <l'i QlD8rwlse
requilL'CJ ny !Bw, Momirg<;Lar Shillll1Dt be re'SporlSibie fOf ilrJj' !:.&rJirlg dOOslrn~, d'1I115gc!'i Clr lJoIner Io:.;~ r~~tirlfl (retll, Of relatoo 10, the ~,rorma.tjOf1. data, analy.;e'i \lr opiniDfJ5- Of U1l2Jr lISe, ThB jrJO!Tl1atkln co.ntained l"K'fe-lll i> the propiJol1J:jI rrofX'l1.yof
Morningstilr and ffi,1Y oot lJe-[eprodm~, in wlYJle Of if! p;:lrt Of l15rn rn <lll)' IF1i'lllll~r, witheM lhp, prWwritien WI~lt of Momillg~r. TQ Ofiler rQrrlnts., eill! t 1 :m-r.96-G100. To Ik.erw the r~rd1, call +1 312-69G-fiSfB,
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last Priei!

44.49 USD

Fair Value

36.00 USD

Consider Buy

28.80 usa
Consider Sell

45.00 USD

Uncertainty

Low

Econllmic Moat'"

Narrow

Moat Trend'" Stewardship

Stable Standard

Morningstar Credit Raling

BBB+

Induslr)' Group

Utilities - Regulated

Morningstar Analyst Forecasts

................................... ....... " .. , ....................... , ............ " ... " .. , ... , .............. . .. ,-",,,........
Cash Flow (USD Mill
fiscal Year Eods in December Forecast

2010 2011 2012 2013 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 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 -96 32,578 4,421 -40,094

(Increase) Decrease in Inventory 54,014 27,737 28,417 66,733 -46,399

Change in Other ShorHorm Assets -3,501 -91,567 -29,066 -43,689
Increase (Decrease) in Accounts Payable 58,069 23,904 -64,234 13,905 49,247

Change in OHler Short-Term liabilities 15,274 14,196 29,313 12,000 12,000

Cash From Op<!fatlons 726,476 582,844 586,911 528,234 520,479

[Capital Expmditures) -542,636 -622,955 -622,965 -780,000 -710,000

Net (AcqUisitions), Asset Sales, and Disposals 128,223

Net Saies (purchases) of Investments

Other Investing Cash Fiows -66 -4.421 -4,625 -50,000 -50,000

Cash From Investing -542,702 -627,386 -499,367 -830,000 -760,000

Common Stock Issuance (or Repurchase) -92,875 2.497 -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 -131 500,000

Long-Term Debt issuance (or RetirmnenO -131 82,217 ,257,034 429,000 -109,500

Other Financing Cash flows

Cash from Financing -163,025 44,009 44,1137 301,011 260,085

Exchange Rates, DiscOiltinued Ops, etc. (net) 28,247

Net Change in Cash 20,749 -533 42,713 21,492 20,563

t;;. Mornillgsrar 201 3. All Ri9hts Re,;el\'ed. Mnrning;.tnrs Credit R-'ltir~ .~ R~t!o.lKh is pRXlu1:ed iJrn::i offefP.d bj MClmil~~l.dr, Inc:., I,\rhich is II:){ registrroo with lhu US Securilk-$ aM Ex'Cl1.'lf\Jf! Cornml"'SJon flS il N<ltianalIJ Roc~njLed StJlisliCCll ROlling Or~nlllllkln

f'NRSROl. Urllt!"'~":;<ltlJE..lWis.e prol"idPd il'l d separ<lte <igr~m, yelJ IWL~ Il:;l<'thi<; repcri \mlyirJ~ muntrj itJwl,ith it> origillOlI di~'rihi1.a-j,>b<lscd HIe- 'ImorlTsti/Yl, date!, d1ld1y<-....I;':.) <Jnd opinion.. pre~JlI~ he·re1ndo oot cOllsti!JJte jfl\le~!:mImt Clcrlice: <Ire plC'/~
so1e~_~ for in!oml3lk>nal p'J!JXY>>!s Joo therefOO! Jre rmt an oller tn buy IX ~II a ~ffl.lrity; imd are not wUfJ,mtcQ iO be- oon8Ct, roI'JIpMe Of aCQJHl!Q 1lIe{)pini~ e~IYe'.>~..ed dn~ <1$ Qf t~ ditto[! written ,md are suqject 10 dJ.ill1g(l wilhoot rmlice. Exc.ept:l$ utl~rwjw

required by 18W, Momir.g~t.ar sm II not be re~poc1"i~e r(l[ any tr<Hllr~ oc~f,>Ioo~, d<1m<tge.s or other kJ:;~ r~lltillg f,om, or relaleO tD. tre informalioll, diltil, (In;'ll~es. or opimoos. OJ' lheir llin. 100 jnfrumlltkm mntailled hP..rei11 '5 the pmprietlry pr~y Df

Moming>t.ar and may not be reprodtlU!\t in whole (I[ in part or lJ'i~ in .'It\}llTh1nf1p.r, wltnclII! !h8 prior writtlln ~G!I~l'lt of Mom!I1~"tJlr, TQ order reprill!s, call -!1 312-6%-6100. To Ikl'rl'>e ~1f: IIYA'lfm, call t 1 312-69£-68~.
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Atmos Energy

Pursuing Fitting Returns Through Rates

'. Gas Utilities

12-month rating

12m price target

Price

Neutral
Unchanged II1II

US$42.00
Prior: US$37.00

US$43.62

• Shifting Margins Cause Miss
ATO reported 2Ql3 EPS of $1.25, below both UBSe of $1.33 and the cons est of $1.3I.
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 F'13 that
incr customer base charges and reduced consumption charges, thereby shifting margins out of
the 1st and 2nd fiscal quarters and into the 3rd and 4th fiscal quarters. Regulated T&S segment
gross profit was $61.8MM, lip 6.6% from $58.0MM in F1Q'12.

• Pursuing Rate Relief. ..
ATO continues to aggressively pursue rate incr in order to earn appropriate rettuns on invested
capitaL Mid-Tex and the West Texas division are expected to file a GRIP filing in Spring.'13
with new rates anticipated in 4Q13. A Texas GRIP Jiling is expected for Mid-Tex and West
Texas Environ areas in F3Q, with new rates anticipated in 4Q13. ATO is expected to file a
Colorado rate case in Spring '13 to include an infra surcharge with new rates expected in 2Q14.

• ...More on Rate Relief; Guidance Raised; Estimates Increased
ATO is also expected to file a rate case in Kentucky this month with new rates effective in
2Q14. 4QI3 rate activity is expected to include an infra replacen1ent surcharge in Kentucky, a
rate case in Kamas, and a stable rate filing in Mississippi. ATO raised F13 guidance to $2.45
$2.55, from $2.40-$2.50. We are impressed by ATO's strong rate case inventories.
IncOl}Jorating IQ results and outlook on ATO's rate base growth, we arc raising our EPU est to
$2.49/$$2.61/$2.70 from $2.461$2.57/$2.66 for' 13/'14('] 5, respectively.

• Valuation: Raising PT to $42; Maintaining Neutral
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.

Highlights (US$ml 09111 09112 09113E 09/14E 09/15E
Revenues 4,351.51 3,447.38 5,762.53 7,350.45 7.542.86
EBIT(UBSl 467.60 452.95 512.14 540.09 574.24
Net Income (UBS) 195.33 206.21 227.49 239.83 249.50
EPS (UBS, US$) 2.15 2.26 2.49 2.61 2.70
Net DPS (UBS, US$) 1.3B 1.38 1.40 1.42 1.44

Profitability & Valuation 5·yr hist avo 09112 09113E 09114E 09/15E
EBIT margin % 9.9 131 8,9 7.3 7.6
ROIC (EBIT] % 10,3 9.7 10.3 10.1 10.1
EVIEBlmA (corel x 7.2 7,6 8.3 8.0 8.5
PE(UBSlx 13.8 14,8 17.6 16.7 1B,1
Net dividend yield % 4.6 4.1 3.2 3.3 3.3
Source: Company aCCOunts, Thomsen R&JJtf;lrs, U8S esflmales. (UBS) ila!uatiOrlS are slated before goom't'lIl-relaled charges and alher adjustmenfs for
abnom1i11 atki ecohomlc items al the anB!ysfs'judg~menr.

VaJuariOfls: base.d on an 8V6rBgB .share price that year, (E): based on a share pn"ce of US$43.62 on 01 May 2013 19:39 EDT

Ronald J. Barone
Analyst
ronald.barone@ubs.com
+1-212-7133848

RIC: ATO.N BBG: Ala us

2 May

Trading data

52-wk range US$44.37-32.38

Market cap. US$3.93bn

Shares 0/5 90.2m (COM)

Free float 98%

Avg. daily volume ('000) 146

Avg. daily value (m) US$6,0

Balance sheet data 09113E

Shareholders' equity US$2.48bn

P/BV(UBS) 1.6x

Net Cash (debtl (US$2 .69bn)

Forecast returns

Forecast price appreciation -3,7%

Forecast dividend yield 3,2%

Forecast stock return -0,5%

Market retu rn assumption 5.2%

Forecast excess return -5.7%

EPS (UBS, US$)
09/13E 09112

From To Cons. Actual
Q1E 0.74 0.74 0.74 0.61
Q2E i.33 1.25 1.25 1.29
Q3E 0.30 0.38 0,30 0.32
Q4E 0.08 0.11 0.13 0.05
09113E 2.46 2.49 2.47
09114E 2.57 2.61 2,63

Performance (US$l

"'
~ ~ g § § ~ ~ ~ ~ ~ ~ ~ ~

p,jooT8'1l"l(U~ltlHSl _ S"df'rbjU~ltlH5)

_ WJ\~6P~OO~RH:i~

Source: UBS

www.ubs.comlinvestmentresearch

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 confiict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making
their investllJentdec[sion.
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Almos Energy 2 May 2013

• 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.

• 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 cOlmnodity costs, declines in pipeline
throughput volumes related to reduced Barnett Shale drilling activity, and
dilutive equity offerings or acquisitions.

• 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

111is report has been prepared by DBS Securities LLC, an affiliate oflJBS AG. UBS AG, its subsidiaries, branches and
affiliates are referred to herein as UBS.

For infonnation on the ways in which UBS manages conflicts and maintains independence of its research product;
historical performance information; and certain additional disclosures concerning DBS 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

Buy
Neutral
Sell
UBS Short-Term Rating

Buy
Sell

Rating Category

Buy
Hold/Neutral
Sell
Rating Category
Buy
Sell

Coverage1

45%

45%

11%

Coverage3

less than 1%

less than 1%

IB Services2

36%

36%

19%

IB Services4

33%

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

Buy
Neutral
Sell
UBS Short-Term Rating

Buy

Sell

Definition

FSR is > 6% above the MRA.

FSR is between -6% and 6% of the MRA.

F8R is > 6% below the MRA.

Definition

Buy: Stock price expected to rise within three months from the time the rating was assigned
because of a specific catalyst or event.

Sell: Stock price expected to fall within three months from the time the rating was assigned
because of a specific catalyst or event.

UBS3
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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 andlor 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 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 +1-5% 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 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,
follows.

UBS Securities LLC: Ronald J. Barone.

Company Disclosures

Company Name
Atmos Energ/' 4, $., 6b, 7, 16, 1E

Reuters 12-mo rating Short-term rating

ATO.N Neutral N/A

Price

US$43.62

Price date

01 May 2013

Source: UBS. All prices as of local 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 companyfentity 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.

5a. This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and investment banking
services are being, or have been, provided.

5b. This companylentity 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 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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Atmos Energy (U8$)
prtce Target (US$) _ Siock Price (US$)

50.0
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20.0+..................................................•........~:...................... . +........•............................................+..+ , ........................•........••.......... ·i······················ , :

100-1··············,··············.············.······· j.......... ...........•. .••............•.........•......•...•.... j ;.................... . .. ;:

Source: UBS; as of 01 May 2013
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Global Disclaimer

This documerlt has beerl prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches arld affiliates are referred to hereirl as UBS.

This document is for distribution only as may be permitted by law. It is not directed to, or irlterlded for dis!ribuHorl to or use by, arlY persorl or entity who is a citizerl or
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication. availability or use would be contrary !o law or regulation
or would subject UBS to any registralion or licensing requiremenl within such jurisdiction. It is published solely for informalion purposes; it is no! an advertisement
nor is it a solicita!iorl or an offer to buy or seli arlY financial instruments or to participate in any particular trading strategy. No representation or warranty, either
express or implied, is provided in relation to the accuracy, completeness or reliability of the infonnation contained in this document ('the Information'), excepl with
respect to Information concerning UBS. The Information is not intended to be a complete statement or summary offhe securities, markets or developments referred
to in the docum,mt. UBS does not undertake to update or keep curren! the Information. Any opinions expressed in Ihis document may change without notice and
may differ or be contrary to opinions expressed by other business areas or groups of UBS.

Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or appropriate to an investor's Indlv'ldual
circumstances or otherwise constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own judgement in
making their investment decisions. 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 suilable for all investors, and trading in these instruments is considered risky. Mortgage and asset-backed
securities may involve a high degree of risk and may be highly vola!ile in response to 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 enquiries, clients should contact their local sates representative.

The value of any investment or income may go down as well as up, and investors may not get back the full amount invested. Past performance is not necessarily a
guide to future performance. Neither UBS nor any of Its directors, employees or agents accepts any liability for any loss (including investment loss) or damage
arising out of the use of all or any of the Informa!ion.

Any prices stated in this document are for information purposes only and do not represent valuations 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 not necessarily reliect UBS's internal books and records or
theoretical model-based valuations and may be based on certain assumplions. Different assumptions by UBS or any olher source may yietd subshintiaily different
results.

Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management. The analysis contained in this document
is based on numerous assumptions. Different assumptions 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 relies on
information barriers 10 conlrol the flow of information contained in one or more areas within UBS into other areas, units, groups or affiliates of UBS. The
compensation of the analyst who prepared this document is detennined exclusively by research management and senior management (not inclUding investment
banking). Analys! compensation is not based on investment banking revenues; however, compensation may relate 10 the revenues of UBS Investment Bank as a
whole, of which investment banking, sales and trading are a part.

For financial instruments admitted 10 trading on an EU regulated market. UBS AG, its affiliates or subsidiaries (exciuding UBS Securities LLC) acts as a market
maker or liquidity provider (in accordance with the interpretation of these lerms in the UK) in the financial 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 instruments admitted 10 trading on a non-EU regutated market: UBS may act as a market maker save that where this activity
is canned out 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 Ihe 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 short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be
inconsistent with Ihe opinions expressed in this document.

UBS 6
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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
counterparties or professionai cDents. UBS Limited is authorised and reguiated by the Financial Services Authority (FSA). France: Prepared by UBS Limited and
distributed by UBS Limited and UBS Securities France SA UBS Securities France SA is regulated by the Autori!e des Marches Financiers (AMF), Where an
analyst of UBS Securities France SA has contributed to this documen1, the document is also deemed to have been prepared by UBS Securities France SA
Germany: Prepared by UBS Limited and distributed by UBS Limited and UBS Deutschland AG. UBS Deutschland AG is regulated by the Bundesanstall fur
Finanzdienstleistungsaufsicht (BaFin), Spain: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities Espana SV, SA UBS Securities Espana
SV, SA is regulated by the Comisi6n Nacionel del Mercado de Valores (CNMV). Turkey: Prepared by UBS Menkul Degerier AS on behalf of and distributed by UBS
Limited. No information in this document is provided for 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 not
iicensed by the Turkish Capital Market Board under the provisions of the Capitat 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 article 15 (d) (ii) of Ihe 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 odpowiedziainoscia) Oddzial w Polsce.
Russia: Prepared and distributed by UBS Securities CJSC. Switzerland: Distributed by UBS AG to persons who are institutional investors only. Italy: Prepared by
UBS Limited and distributed by UBS Limited and UBS Italia Sim S,p.A. UBS l!alia Sim S,p.A. is regulated by the Bank of Italy and by the Commissione Nazionale
per Ie Sociern e la Borsa (CONSOB). Where an analyst of UBS Iialia Sim S.p,A. has contributed to this document, the document is also deemed 10 have been
prepared by UBS Italia Sim S,pA South Africa: Distributed by UBS South Africa (Pty) Limited, an authorised user of Ihe JSE and an authorised Financial Services
Provider. Israel: 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 Ihe Israeli Securities Law, and this material must not be relied or acted upon
by any other persons. Whilst UBS 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 Ihe relevant Investment Advice Law Regulations. Saudi Arabia: This document has been issued by UBS AG (andlor any of its
subsidiaries, branches or affiliates), a pubiic company limited by shares, incorporated in Switzerland with its registered offices at Aeschenvorstadt 1, CH-4051 Basel
and Bahnhofstrasse 45, CH-B001 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 1010257812 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 10 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 major US institutional investors only. UBS Securities LLC or
UBS Financial Services Inc. accepts responsibility for the conlent 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 securities mentioned in this document must be effected through UBS Securities
LLC or UBS Financial Services Inc., and not Ihrough 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 affiliate of UBS AG that is regislered to conduct businass in Canada or is otherwise
exempt from ragistration. Hong Kong: Distribuled by UBS Securities Asia Limited. Singapore: Distributed by UBS Securities Pie. Ltd. [mica (p) 016/11/2011 and Co.
Reg, No.: 198500648C] or UBS AG, Singapore Branch. Please contact UBS Securities Pte, 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 Singapore Banking Act (Cap. 19) regulated by the Monetary Authority of Singapore, in respect of any mattars arising from, or in connection wilh, the
anaiysis 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. 288). Japan: Distributed by UBS Securities Japan Co., Ltd. to institutional investors oniy. Where this document has been prepared by UBS
Securities Japan Co., Ltd., UBS Securities Japan Co" Ltd, is the author. publisher and distributor of the document. Australia: Distributed by UBS AG (Holder of
Australian Financial Services License No. 231087) and/or UBS Securities Australia Ltd (Holder of Australian Financial Services License No. 231088). The
Infonmation in this document has been prepared without taking into account any investor's objectives, financial situation or neads, and investors shouid, before acting
on the Infomlation, consider the appropriateness of the Infonmation, having regard to their objectives, financial situation and needs, If the Infonmation contained in
this document relates to the acqUisition, or potential acquisition of a particular financial product by a 'Retail' client as defined by section 761G of the Corporations Act
2001 where a Product Disclosure Statement would be required, the retail ciient should obtain and consider the Product Disclosure Statement relating to the product
before making any decision about whether to acquire the product. New Zealand: Distributed by UBS New Zealand Ltd. The information and recommendations in this
publication are provided for general infonmalion 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 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. Ltd" Seoul Branch. Malaysia: This material is authorized to be distributad in Malaysia by UBS Securities Maiaysia 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: +912261556000 SEBI Registration Numbers: NSE (Capital Market Segment): INB230951431. NSE (F&O Segment) INF230951431, BSE (Capital Market
Segment) INB010951437.

The disclosures contained in research documents produced by UBS Limited shall be govemed by and construed in accordance with English law.

UBS specifically prohibits the redistribution of this dncument in whole or in part without the written penmission of UBS and UBS accepts no liability whatsoaver for the
actions of third parties in this respect. Images may depict objects or elements which are prolected by third party copyright, trademarks and other intellectual 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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Price

12m price target

.• Gas Utilities

. 12·month rating Neutral
UnChanged.

US$31.00
Prior: US$35.00

...................................................

US$37.56Off to a Strong Start

Atmas Energy

·LJBS ·lnvestmen1:Rese~rch.·

RIC: ATO.N BSG: ATO US• Results In-Line
ATO reported adj lQ'13 EPS of $0.74, in-line with our est of $0.74 but below the cons est of
$0.77. 1Q'13 EPg were 21 % above adj 1Q'12 EPS of $0.61. All segments reported improved
results: Natural Gas Distribution operating income, $I09.lj\1M (up from $I03.411M primarily
due to an $8.3MM reduction in O&M); Regulated Transmission & Storage operating income,
$32.011M (up from $28.411M primarily due to inereased revenue from the GRJP ftling,
effective April '12); Nonregulated Operations, $13.811M (up from $7.7i\1M due to $6.5MM
increase in asset optimization margins).

• Rate Activity
In December, the Texas Railroad Commission issued a fInal order in the Mid-Tex Cities case,
authorizing a net increase in operating income of $42.6MM ($29.6MM increase in margin &
$13.0MM decrease in depreciation), a 1O.5%ROE on a 52% equity base and an increase in tile
customer base charge to 84% of the residential bill (tilereby increasing cash flow stability).
Other authorized rate activity increases in operating income inlQ were: West Texas, $6.6MM
(Oct); Tennessee, $7.5MM (Nov), Mississippi, $3.4MM (Dec); Louisiana, $2.7i\1M (Dec).
Rate filings in 2Q are expected in Texas (GRJP), Kentucky and Georgia

Trading data

52·wk range

Market cap.

Shares ols

Free float

Avg. daily volume ('000)

Avg. dally value (m)

Balance sheet data 09/13E

Shareholders' equity

PIBV (USS)

Net Cash (debt)

US$37.66-3o.6o

US$3.39bn

9o.2m(COM)

98%

121

US$4.3

US$2,48bn

1,4x

(US$2.7obn)

• Guidance Maintained, Estimates Raised

ATO expects F'l3 EPS to be at the higher end of its previously alillmmced range of $2.40
$2.50. Net income from regulated operations is projected at $21IMM-$219MM and
nonregulated operations net income is forecast at $9MM-$IIMM. We are raising our EPS est
to $2.46/$2.57/$2.66, from $2.42/$2.52/$$2.61, for F'l31' I451'15, respectively.

Forecast returns

Forecast price appreciation

Forecast dividend yield

Forecast stock return

Market return assumption

Forecast excess return

-1.5%

3.7%

+2.2%

5.3%

-3.1%
• Valuation: Maintaining Neutral Rating, Raising Target Price

We arc maintaining our Neutral rating but raising our SOPIDCF-derived PT to $37, from $35.

Highlights (US$m) 09/11 09112 09113E 09114E 09/15E
Revenues 4,351.51 3,447.38 3,890.54 4,177.71 4,283.62
EBIT(UBS) 467.60 452.95 487.30 502.47 523.54
Netlncoffie IUBS) 195.33 206.21 224.93 236.09 246.09
EPS (UBS, US$) 215 2.26 2,46 2.57 2.66
Net DPS (UBS, US$) 136 1.38 1,40 1.42 1,44

Profitability & Valuation S·yr hist avo 09/12 09113E 09114E 09/15E
EBIT margin % 9.9 13.1 12.5 12.0 12.2
ROIC (EBIT) % 10.3 9.7 9.7 9.4 9.3
EV/EBITDA (core) x 7.2 7.6 7.7 7.5 8.2
PE (UBS) x 13.8 14.8 15.3 14.6 14.1
Net dividend yield % 4.6 4.1 3.7 38 3.8
Scl1rca: CompB1JY BCCOllfl.rS, Thomson Reuters, UBS estimales. (UBS) vafuations are slaled before goodYr1fl-r8fafed charg{ls and oJfi.er adjusfmenls for
abnormal and economic items.at 1M analysfs'judDemenf.
Valuations; basad on an average share price that }'ear, {EJ: based 011 a share price of US$37.58 on 07 Feb 201309:11 EST

Ronald J. Barone
Analyst
ronald.barone@ubs.com
+1-212-7133848

EPS (UBS, US$)
09/13E 09/12

From To Cons. Actual
Q1E 0.74 0.74 0.71 0.61
Q2E 1.33 1.36 1.39 1.29
Q3E 0.32 0.31 0.22 0.32
Q4E 0.05 0.05 0.03 0.05
09113E 2,42 2,46 242
09/14E 2.52 257 2.59

Performance (US$1

P>ir.o Tl3flJ'ltIJ..'5'S) lLH~ _ Sbck p,-;,,, ~USSJ [l.HS~

_l1ot-S~P~OOIRl-1SI

Source: UBS

www.ubs.comflnvestmenlresearch

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

th~j,[~ ~£,~f~~~\11J~~t~~Y~~~u~,gi'"i"BinlfJ ~glY .Ck)ffu PM



Atmos Energy 7 February 2013

• Atmos Energy

Atmos Energy Corporation, headquartered in Dallas, Texas, primmily provides
regulated natural gas distribution and transmission and storage senrices 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 TA'U 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.

• 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 dlilling activity, and
dilutive equity offerings or acquisitions.

• 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: (l) 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 DBS Securities LLC, an affiliate ofUBS AG. DBS AG, its subsidiaries, branches and
affiliates are referred to herein as UBS.

For infommtion on the ways in which DBS manages conflicts and maintains independence of its research product;
historical perfomlance infonnation; and certain additional disclosures concerning DBS research reconmlendations,
please visit www.ubs.comldisclosures. The figures contained in perfonnance charts refer to the past; past perfOlmance is
not a reliable indicator of future results. Additional infonnation 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
Buy
Neutral
Sell

UBS Short-Term Rating
Buy
Sell

Rating Category
Buy
Hold/Neutral
Sell
Rating Category
Buy
Sell

Coverage1

48%
42%

9%

Coverage3

less than 1%

less than 1%

IB Services2

34%

35%

18%

IB Services4

33%

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 December 2012.

UBS Investment Research: Global Equity Rating Definitions

UBS 12-Month Rating

Buy
Neutral
Sell
UBS Short-Term Rating

Buy

Sell

Definition

FSR is > 6% above the MRA.

FSR is between -6% and 6% of the MRA.

FSR is > 6% below the MRA.

Definition
Buy: Stock price expected to rise within three months from the time the rating was assigned
because of a specific catalyst or event.
Sell: Stock price expected to fall within three months from the time the rating was assigned
because of a specific catalyst or event.

UBS3
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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 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 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 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,
follows.

UBS Securities LLC: Ronald J. Barone.

Company Disclosures

Company Name
Atmos Energ)t' 4, 5, 6" 6b, 7, 16, 18

Reuters 12-mo rating Short-term rating

ATO.N Neutral N/A

Price

US$37.58

Price date

06 Feb 2013

Source: UBS. All prices as of local market close.
Ratings in this table are the most current pubiished 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.

5. UBS AG, its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking services
from this company/entity within the next three months.

6a. This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, 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 to UBS Securities LLC.

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report.

UBS4
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Atmos Energy (US$)
- Price Target (US$) _ Slock Price IUS$)

40.0

35.0

30.0

25.0

20.0

15.0

10.0

5.0

0.0

~ ~ ~ ~ ~ i ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~o 0 0 0 a 0 a a a a a a ~ a 0 a a 0 a a a
I I I I 1 I I ! I ! I I I I I I ! I ! I I

Ne ulra I 1@~~_@~!~~!?~~~~~~??!~~¥¥~~~~~~:~~~:~¥0~~~~~¥@mjtt§~4'4~_~~~t~t~~:~~;j¥~~~~~~~o~£~o~4~~>'*~'''"~w~q''"~¥Msj~~~j8YW~:*:~?~?~~~~~??!~~~~~~¥!gi~~?%~~~~~~?~@~~~~N~tt~~~;Mff¥;~'~~~~~$~¥~::~:~~~~~~~~~:~~~~~~:~~~o~~:~>:k:~~c'~}:'~

Source: UBS; as of 06 Feb 2013

UBS 5



CASE NO. 2013-00148
ATTACHMENT 2

TO OAG OR NO. 1-183

Atmos Energy 7 February 2013

Global Disclaimer

This document has been prepared by UBS Secur',ues LLC, an affiliate of UBS AG. UBS AG, its subs',diaries, branches and affinates are referred to herein as UBS.

This document is for distribution only as may be permitted by law. It is not direded to, or intended for distribution to or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdidion where such distribution, publication, availability or use would be contrary to law or regulation
or would subjed UBS to any registration or licensing requirement within such jurisdiction. It is published solely for infOlmation purposes; it is not an advertisement
nor is it a solicitation or an offer to buy or sell any financial instruments or to participate in any particular trading strategy. No representation or warranty, either
express or implied, is provided in relation to the accuracy, completeness or reliability of the informauon 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, markets 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 notice and
may differ or be contrary to opinions expressed by other business areas or groups of UBS.

Nothing in this document constitutes a representation that any investment strategy or reccmmendalion is suitable or appropriate to an investor's individual
circumstances or otherwise constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own jUdgement in
making their investment decisions. 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 aU investors, and trading in these instruments is considered risky. Mortgage and asset-backed
securities may involve a high degree of risk and may be highly volatile in response to fiuctuaUons 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 enquiries, clients should contact their local sales representative.

The value of any investment or income may go down as well as up, and investors may not get back the full amount invested. Past performance is not necessarily a
guide to future performance. Neither UBS nor any of its directors. employees or agents accepts any liability 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 oniy and do not represent valuations 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 not necessarily reflect UBS's internal books and records or
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially 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 coutd result in materially different results. The analyst(s) responsible for the preparation of this document
may interact wilh trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting market information. UBS reiies on
information barriers to control the flow of information contained in one or more areas within UBS into other areas, units, groups or affiliates of UBS. The
compensation of the analyst wiho 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 admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (exciuding UBS Securities LLC) acts as a market
maker or liquidity 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
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 instruments admitted to 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 to it by the retevant laws and regulations, such activity will be specifically disciosed 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 afld its affiliates 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 distributed 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 SA UBS Securities France SA is regulated by the Autorite des Marches Financiers (AMF). Where an
analyst of UBS Securities France S.A. has contributed to lhis document, the document is also deemed to have been prepared by UBS Securities France SA
Germany: Prepared by UBS limited and distributed by UBS Limited and UBS Deutschland AG. UBS Deutschland AG is regulated by the Bundesanstalt fur
Finanzdienstleistungsaufsicht (BaFin). Spain: Prepared by UBS limited and distributed by UBS Limited and UBS Securities Espana SV, SA. UBS Securities Espana
SV, SA is regulated by the Comisi6n Nacional del Mercado de Valores (CNMV). Turkey: Prepared by UBS Menkul Degerler AS on behatf of and distributed by UBS
limited. No information in this document is provided for the purpose of offering, marketing and saie 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. 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 article 15 (d) (ii) of the Decree No. 32, there is no restriction on the purchase or sale of
the securities abroad by residects of the Republic of Turkey. Poland: Distributed by UBS limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce.
Russia: Prepared acd distributed by UBS Securities CJSC. Switzerland: Distributed by UBS AG to persons who are inslitutlonal investors only. Italy: Prepared by
UBS Limiled and distributed by UBS Limited and UBS Italia Sim S.pA UBS Italia Sim S.p.A. is regulated by the Bank of Iialy and by Ihe Commissione Nazionaie
per te Sociela e [a Borsa (CONSOB). Where an analyst of UBS ltalia Sim S.pA has conlributed 10 this document, the document is also deemed to have been
prepared by UBS Italia Sim S.pA South Africa: Distributed by UBS South Africa (pty) Limited, an authorised user of the JSE and an authorised Financial Services
Provider. Israel: UBS Limited and its affiliates incorporated outside Israel are not licensed under the Investment Advice Law. This material is being issued only to
andlor is directed only at persons who are Sophisticated Inveslors within the meaning of the Israeli Securilies law, and this material must not be relied or acted upon
by any other persons. Whilsl UBS Limited holds insurance for its activilies, it does not hold the same insurance that would be r€{juired for an investment advisor or
investment marketer under the relevant Investment 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, incorporated in Switzerland with its registered offices at Aeschenvorstadt1, 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 closed joint stock company
incorporated in the Kingdom of Saudi Arabia under commercial register number 1010257812 having ils registered office at Tatweer Towers, P.O. Box 75724, Riyadh
11588, Kingdom of Saudi Arabia. UBS Saudi Arabia is authorized and regulated by the Capitai 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 thaI is not registered as a US broker-dealer (a 'non-US affiliate') to major US institutional investors only. UBS Securities LLC or
UBS Financial Services Inc. accepts responsibility for the contenl of a document prepared by another non-US affiliate when distributed to US persons by UBS
Securities LLC or UBS Financial Services Inc. Atltransactions by a US person in the securities mentioned In this document must be effected through UBS Securities
LLC or UBS Financial Services Inc., and not through a non-US affiliale. Canada: Distributed by UBS Securities Canada Inc., a registered investment dealer in
Canada and a Member"Canadian Investor Protection Fund, or by another affiliate of UBS AG that is registered to conduct business in Canada 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.: 198500648Cj or UBS AG, Singapore Branch. Please contact UBS Securities Pte. Ltd., an exempt financial adviser under the Singapore Financial Advisers
Act (Cap. 110): or UBS AG, Singapore Branch, an exempt financiat adviser under Ihe Singapore Financial Advisers Act (Cap. 110) and a wholesaie bank licensed
under the Singapore Banking Act (Cap. 19) reguiated by the Monetary Authority of Singapore. in respect of any matlers arising from. or in connection With, ihe
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 oniy. Where this document has been prepared by UBS
Securities Japan Co., ltd., UBS Securities Japan Co., Ltd. is the author, pubiisher and distributor of the document. Australia: Distributed 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 shoutd, 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 particular financial product by a 'Retail' client as defined by section 761G of the Corporations Act
2001 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 decision about whether to acquire the product. New Zeatand: Distributed by UBS New Zealand Ltd. The information and recommendations in this
pUblication are provided for generai information purposes oniy. 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 goals. We recommend that recipients seek advice specific to their circumstances from their financial
advisor. Dubal: The research prepared and distributed by UBS AG Dubai Branch is intended for Professional Clients only and is not for further distribution within the
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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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MOODY}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 'lUrk, Mlrch 31,2011 - MJody's Investors Service placed under review for possible upgrade the long-term debt ratings of Almos Energy
Corporation (Almos, Baa2 senior unsecured). The company's Prime-2 commercial paper rating is not affected.

RATINGS RATIONIILE

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.

A key factor in the determination of a possible upgrade will be the resolution of a credit facility renewal in Mly 2011. flJso relevant will be the
outcome of IheAlmos Pipeline rate case due in April 2011.

"Almos Energy's continued rate increases, as well as its improving credit metrics and business risk profile, are positive factors supporting a
possible upgrade," said MJody's vice president Mhoko Mlnabe.

The company's liquidity resources will be an important factor in the rating review. Over the past year, Almos has been implementing a series of
planned steps to renew its credit facilities. Almas is currently in the midst of renewing Almas Energy Corporation's $767 million of credit
facilities that expire this year and is planning to replace them with a $750 million 5-year facility over the next few months.

flJso important in the rating review will be the satisfactory resolution of the Almos 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, Almos was approved $58 million in annual rate increases, 59% of which were from routine annual rate filings, capital investment
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 regulatory activity continues apace with about $24 million of rate relief granted so far this year and $37
million additional on file. This amount of rate relief appears in line with the approximately $50-60 million of rate increases a year that Almos has
obtained in recent years and expects to receNe on an annual basis.

Aseries of rate increases has contributed to a steady improvement in Almos's credit metrics over the past few years. After MJody's standard
adjustments, fiscal 2010 cash fiow from operations pre-working capital-ta-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 similarly-rated gas distribution companies. MJody's had previOUsly indicated that
sustainable CF pre-WC/Debt above 20% and CF pre-WC+lnterestJlnterest in the mid-4 times range might move Almas's rating up. MJody'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, MJody'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 Although Almos took a noncash charge on this investment, MJody's views it as a positive event, marking the end of the gas
storage development business which MJody's views as a higher risk activity.

MJody's most recellt rating action on Almos Energy was on Mlrch 19, 2010, when the rating was affinmed with a positive outlook.

The principal methodology used in rating Almos is MJody's Regulated Electric and Gas Utilities methodology published in August 2009.

Headquartered in Dallas, Texas, Almos Energy Corporation engages in the distribution, transmission, and marketing of natural gas.

On Review for Possible Upgrade:

.. Issuer: Almos Energy Corporation

...MJltiple Seniority Shelf, Placed on Review for Possible Upgrade, currently a range of (P)Baa3 to (P)Baa2

....MJltiple Seniority Shelf, Placed on Review for Possible Upgrade, currently a range of (P)Baa3 to (P)Baa2

....Senior Unsecured Regular Bond/Debenture, Placed on Review for Possible Upgrade, currently Baa2

Outlook Actions:

.. Issuer: Almos Energy Corporation

....Outlook, 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 MJody's Investor Service's information.



New York
M hoko Ivlanabe
VP - Senior Credit Officer
Infrastructure Finance Group
M:Jody's Investors Service
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

New York
William L. Hess
MD - Utilities
Infrastructure Finance Group
M:Jody's Investors Service
JOURNALISTS; 212-553-0376
SUBSCRIBERS: 212-553-1653

M:Jody's Investors Service
250 Greenwich Street
New York, NY 10007
U.S.A
JOURNALISTS; 212-553-0376
SUBSCRIBERS: 212-553-1653

MOODY'}S
INVESTORS SERVICE

© 2011 M:Jody's Investors Service. Inc. and/or its licensors and affiliates (collectively, "MOODYS"). All rights reserved.

CREDIT RATINGS PRE MOODY'S INVESTORS SER~CE, INC:S ("MIS") CURRENT OPINIONS OF THE
RELAflVE FUTURE CREDIT RISK OF ENTITlES, CREDIT COMMITMENTS, OR DEBT OR DEBT·lIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THM AN ENTITY MAr' NOT MEET ITS
CONTR/JCTUAL, FINANCIAL OBLlGAI"IONSAS THEY COME DUEANDANY ESTIMMED FINANCIAL LOSS
IN THE EVENT OF DEFJlULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MPRKET VALUE RISK, OR PRICE VOLAfILITY. CREDIT RATINGS PRE
NOT STMEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR RNANCIALAD~CE,AND CREDIT RATINGSJlRE NOT RECOMMENDMIONS TO
PURCHASE, SELL, OR HOLD PPRTICULJlR SECURITIES. CREDIT RAfINGS DO NOT COMMENT ON THE
SUITPBIUTY OF AN INVESTMENT FOR ANY PPRTICULJlR INVESTOR. MIS ISSUES ITS CREDIT RAfINGS
WITH THE EXPECTATION AND UNDERSTANDING THAI" EACH INVESTOR WILL MAKE ITS OJMll STUDY
AND EVALUATION OF EACH SECURITY THM IS UNDER CONSIDERAfION FOR PURCHASE, HOLDING, OR
SALE.

AlL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT L1MrrED TO,
COPYRIGHT LAW. AND NONE OF SUCH INFORM>\TION MAYBE 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 PAR~ IN ANY FORM OR
MANNER OR BYANY MEANS WHATSOEVER, BY ANY PERSON WrrHOUT MOODYS PRIOR WRmEN
CONSENT. All information contained herein is obtained by MOODYS 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 IS" without warranty of any kind. MOODYS adopts all necessary measures so that
the information it uses in assigning a credit rating is of sufficient quality and from sources M:lody'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 shall MOODYS 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 MOODYS 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 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 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 selling. NOWARR~ EXPRESS OR IIVPLiED, AS TO THE ACCURACY,
TIMELINESS, COMPLETENESS, MERCHANTABUfY OR FITNESS FORANY PARTICULAIR PURPOSE OF ANY
SUCH RATING OR OTHER OPINION OR INFORM>\TION IS GIVEN OR M"DE BY MOODY'S IN ANY FORM OR
MANNER WHATSOEVER.

MIS, a wholly"owned credit rating agency subsidiary of M:lody's Corporation ("MeO"), hereby discloses that most
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and

CASE NO. 2013"00148
ATTACHMENT 1

TO GAG DR NO. 1-184



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 $1,500 to approximately $2,500,000. M:::O 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 M:::O and rated entities, and between entities who hold ratings from MIS
and have also publicly reported to the SEC an ownership interest in M:::O of more than 5%, is posted annuaily 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 MOODYS affiliate, MJody's Investors Service Pty Limited/IBN 61
003399657. which holds Australian 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 MOODYS 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 MJody's Japan K.K. ("MJKK")
are MJKK'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 shall be deemed to be replaced with "MJKK". MJKK is a
wholly-owned credit rating agency subsidiary of MJody's Group Japan GK. which is wholiy owned by MJody's
Overseas Holdings Inc., a wholly-owned subsidiary of M:::O.

This credit rating is an opinion 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 or other
professional adviser.
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MOODY'S
INVESTORS SERVICE

Credit Opinion: Atmos Energy Corporation

Global Credit Research -10 May 2013

Dallas, Texas, United Slales

Category
Outlook
Senior Unsecured
Bkd Commercial Paper

Moody's Rating
Stable
Baa1

P-2

Analyst
John M. Grause/New York City
William L. Hess/New York City

Rating Drivers

Phone
212.553.7214
212.553.3837

- Diverse and generally supportive regulation

- Low business ris k 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 Atmos
Energy Marketing, LLC (AEM) subsidiary, as well as minor pipeline and storage operations in Louisiana and
Kentucky.

In April 2013, Atmos com pleted the sale of its natural gas distribution assets located in Georgia, representing about
64,000 customers, for approximately $141 million.

SUMMARY RATING RATION/ILE

Atmos' ratings are supported by the low risk of its rate-regulated gas distribution utilities in generally constructive
regulatory 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 small part ofAtmos.

DETAILED RATING CONSIDERATIONS

DIVERSE AND GENERALLY SUPPORTIVE REGULATION

With distribution and pipeline operations in eight states, Atmos has jurisdictional diversity that reduces its exposure
to anyone adverse regulatory decision or warmer-than-normal weather in any of its service territories. II does have
some asset concentration in Texas (60% of customer meters) with their next largest service areas being in
Louisiana (11"!o) 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 fv1oody's regulated utilities rating methodology and
Mississippi scored as A Further regulatory diversity results 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.

Al:mos 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 small amounts spread over its many jurisdictions. Such mechanisms increase the certainty of obtaining
some timely rate relief while reducing the com pany'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 operating
income increases from rate activity have come from infrastructure programs, such as the Gas Reliability
Infrastructure Program (GRIP) in Texas, which allows 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, Atmos' pipeline
business accounts for approximately 29% of 2012 net income. Atmos 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
particular, AEMs asset optimization business has been suffering from reduced sales volumes as arbitrage
opportunities on AEMs 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 PERFORMt\NCE

Over the years, Atmos has been accruing sufficient rate increases to sustain a modest but steady 1m provement in
its credit metrics. During its fiscal year ended Septem ber 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 relief, $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 lVbody'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

Atmos' liquidity is considered adequate in the near term. Factors in our liqUidity analysis include:

Cash -At December 31,2012, cash on hand was $125 million.

Internal Cash Flow - Atmos 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, Atmos amended the terms of their $750 million 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 billion. 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. Atmos must
maintain a debt to total capitalization ratio below 70% in order 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 comm itted. These facilities will be used primarily to issue letters of credit. The amount
available under these two facilities was $40 million at December 31,2012.

Next Debt Fv1aturity - Atmos has $500 million due in 2014.

Rating Outlook

The stable outlook is based on Atmos's low-risk, regulated activities that produce consistent financial performance
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).

\M1at 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.

\M1at 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 8ectric and Gas Utilities Indusby [1][2] LTM
12/31/2012

Factor 1: Regulatory Framework (25°/~ Measure Score
a) Regulatory Framework Baa
Factor 2: Ability To Recover Costs And Earn Returns (25~

a) Ability To Recover Costs And Earn Returns Baa
Factor 3: Diversification (10"/~

a) Fv1arket Position (10%) A
b) Generation and Fuel Diversity (0%) NJA
Factor 4: Financial Strength, Liquidity And Key Financial Metrics (40"/~

a) Liquidity (10%) Baa
b) CFO pre-WC + Interest' Interest (3 Year Avg) (7.5%) 4.9x A

c) CFO pre-We I Debt (3 Year Avg) (7.5%) 20.8% Baa

d) CFO pre-WC - Dividends I Debt (3 Year Avg) (7.5%) 16.7% Baa

e) Debt'Capitalization (3 Year Avg) (7.5%) 47.5% Baa

Rating:

a) Indicated Rating from Grid Baa1
b) Actual Rating Assigned Baa1

Moody's
12-18

month
Forward
View'
As of
May
2013

Measure Score
Baa

Baa

A
NJA

Baa
4.5x- A
5.5x
19%- Baa I
24% A
14%- Baa I
18% A
45%- Baa
49%

Baa1
Baa1

• THIS REPRESENTS IvlOODY'S FORWARD VIEW; NOT THE VIEW
OF THE ISSUER; AND UNLESS NOTED IN THE TEXT DOES NOT
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INCORPORATE SIGNIFICANT ACQUISrnONS OR DIVESTITURES

[1] All ratios are calculated using rvbody's Standard Adjustments, [2] As of 12/31/2012; Source: rvbody's Financial
Metrics

MOODY'S
INVESTORS SERVICE

© 2013 lV'oody's Investors Service, Inc. and/or its licensors and affiliates (collectively, "MOODYS"). All rights
reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS") AND ITS AFFILIATES ARE
MOODY'S CURRENT OPINIONS OF THE RElATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH
PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S PUBLICATIONS") MAY INCLUDE MOODY'S
CURRENT OPINIONS OF THE RElATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS,
OR DEBT OR DEBT-LIKE SECURITIES- MOODY'S 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 DEFPJJLT. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE
VOlATILITY. CREDIT RATINGS AND MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FPCT. CREDIT RATINGS AND MOODY'S
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT
RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY'S
PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FORANY PARTICULAR
INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY'S PUBLICATIONS WITH
THE EXPECTATION AND UNDERSTANDING THAT EPCH INVESTOR VV1LL MAKE ITS O\I\IN STUDYAND
EVALUATION OF EPCH 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, IN ANY FORM OR
MANNER OR BY ANY MEANS WHATSOEVER, BYANY PERSON WITHOUT MOODY'S PRIOR WRITTEN
CONSENT. All information contained herein is obtained 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 IS" without warranty of any kind. MOODYS adopts all necessary
measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
lV'oody's considers to be reliable, including, when appropriate, independent third-party sources. However, rvoODY'S
is not an auditor and cannot in every instance independently verify or validate information received in the rating
process. Under no circumstances shall MOODYS 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, 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,
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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 cons'lder 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 OTHER OPINION OR INFORMA.TION IS GIVEN OR MADE
BY MOODYS IN ANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MeO"), hereby discloses 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 to MIS for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MeO 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 MeO and rated entities, and between entities who hold ratings from
MIS and have also publicly reported to the SEC an ownership interest in MeO of more than 5%, is posted annually
at www.moodys.com under the heading "Shareholder Relations - Corporate Governance - Director and
Shareholder Affiliation Policy."

For Australia only: My publication into Australia of this document is pursuant to the Australian Financial Services
License of MOODYS affiliate, Moody's Investors Service pty Limited ABN 61 003 399657AFSL 336969 and/or
Moody's Analytics Australia pty LtdABN 94105136 972AFSL 383569 (as applicable). This document is intended to
be proVided only to "wholesale clients" within the meaning of section 761 G of the Corporations Act 2001. By
continuing to access this document from within Australia, you represent to MOODYS 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 761 G
of the Corporations Act 2001. MOODYS 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 clients. tt would
be dangerous for retail clients to make any investment decision based on MOODYS credit rating. If in doubt you
should contact your financial or other professional adviser.
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David Lundberg, CFA, New York (I] ZIZ-43B-7551; davidJundberg@standardandpoors.com

Major Rating Factors

Rationale

Outlook

Related Criteria And Research
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Strengths:
• A low-risk monopoly gas distribution and pipeline business.

• A supportive regulatory environment.

• A large, stable residential and commercial customer base.

• Geographic and regulatory diversity provided by regulated operations in 12

states.

BBB+/Stable/A-2

CASE NO. 2013-00148
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TO OAG DR NO. 1-184

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

nonreglliated operations.

• A history of pursuing sizable acquisitions.

Rati()f);:i]C

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 generated 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 senrice territories, and high barriers to entry provided by the capital-intensive nature of the

distribution network also support the business risk profile. Armas'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, Armos also benefits from revenue stabilization mechanisms (similar to decoupling) and fuel-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 Atmas'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 fol' 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 rlsk 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 nre currently adequate for the rating. As of Dec. 31, 2010, funds from

operations (FFO) to total debt was about 24%, and FFO interest 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 meaningful. 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 currently deem Atmos's liquidity to be less than adequate

under Standard & Poor's corporate liquidity methodology (see" Methodology and Assumptions: Standard & Poor's

Standardizes Liquidity Descriptors for Global Corporate Issuers," published July 2, 2010), which categorizes

liquidity in five standard descriptors: exceptional, strong, adequate, less than adequate, and weak. Our 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 FFO 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. However, only

$112 million is available on its facility duno the covenants. It is important to note that, per our criteria, we did not

include approximately $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

distrlbutions 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..
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Outlook
The stable outlook on Armos 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.

:Rdated Criteria A.nd Hc:;earch

• "Criteria: Key Credit Factors: Business And Financial Risks In the Investor-Owned Utilities Industry" published

Nov. 26, 2008

• "Key Credit Factors For U.S. Natural Gas Distributors," published Feb. 28, 2006

Table 1

Industry Sector: Gas

South Jersey
Atmos Energy Corp. AGl Resources Inc. Industries Inc. Sempra Energy Veclren Corp.

Rating as of March 29. 2011 BBB+/Stable/A-2 A-IWatch NeglM NR BB B+/StabI8/A-2 A-iStable/--

""Average of pasl three fiscal years--

(MiI.$l
Revenues 5,660.03 2,496,67 910.83 9.289.00 2.234.37

Net income from continuing 192.38 224.33 67.36 990.33 131.93
operations

Funds trom operations (FFOl 570.81 505.31 149.01 2,050.85 447.87

Capital expenditures 522.28 450.32 118.96 2,033.83 364.98

Dobt ZAB9.33 2,537,69 683.23 11,142.54 1.976.18

Equity 2.13587 1.779.67 543.7[) 9,011.67 1.412.50

Adjusted ratios
Operating income (before 12.50 26.81 18.84 24.09 22.96
D&A)/revenues (%1

EBIT interest coverage (xl 2.81 4.09 5.19 3.00 2.95

EBITDA interest coverage Ixl 4.11 5.41 8.49 4.87 4.82

Return on capital 1%1 9,49 10.25 10.06 B.57 8.36

FFO/debt (%l 22.93 19.91 21.Bl 18.41 22.66

Deb1/EBITDA (xl 3.50 3.86 3.94 3.91 3.86

'Fully adjusted {including postratirsmsilt ublillBtions) OM··Depreciation and amortization.
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Table 2

Industry Sector: Gas

--Fiscal year ended Sap. 30--

2010 2009 2008 2007 2006
Rating history BBBt/StabIe/A-2 BBBt/Stable/A-2 BBB/Positive/A-2 BBB/Positive/A-2 BBB/Stable/A-2

(Mil. $1
Revenues 4,789.69 4.969.08 7,221J1 5,898.43 6,152.36

Net income from continuing operations 205.84 190.98 180.33 168.49 147.74

Funds from operations lFFOI 630.74 547.89 533.81 481.94 472.19

Capital oxponditures 554.22 530.02 482.59 397.45 441.58

Cash and short-term investments 131.95 111.20 45.72 60.73 111.46

Debt 2,471.64 2,564.88 2.431.49 2,414.02 2.481.12

Preferred stock 0.00 0.00 0.00 0.00 0.00

Equity 2,178.35 2,176_76 2.052.49 1,965.75 1.583.41

Debt and equity 4,649.98 4,741.64 4,483.98 4,379.78 4.064.53

Adjusted ratios
E81T interest coverage lxl 2.93 2.63 2.88 2.68 2.69

FFD interest coverage (x) 4.48 3.91 4.24 3.84 '3.87

FfD/debt (%) 25.52 21.36 21.95 19.96 19.83

Discretionary cash flow/debt (%1 1.44 10.54 (9.82l 1.18 (9.72)

Net cash flow/capital expenditures (%) 91.38 80.45 86.31 93.16 83.77

DebVdebt and equity (%1 53.15 54.09 54.23 55.12 61.04

Return on common equity 1%1 9.27 8.80 8,83 9.16 8.87

Common dividend payout ratio lunadjustedl {%l 60.38 63.60 65.04 66.27 69.23

'Fully adjusted (including postretirement obligiltionsl

Tabte3

--Fiscal year ended Sep. 30.2010--

Atmos Energv Corp. reported llrllOunts

Operating Operating
income income Operating Cash flow Cash flow
(before (before income Interest from from Capital

Debt D&A) D&Al {after D&A) expense operations operations expenditures
RlJported 2,295.78 706.40 706.40 489.44 154.47 726.48 726.48 542.64

Standard & Poor's adjustments
Operating leases 147.67

Postretirement 230.85
benefit obligations

Accrued interest not 42.90
included in reported
debt

Capitalized interest

Share-based
compensation
expense

18.00

21.38

8.68

2!.38

12.66

8.68

21.38

8.68

10.43

9.33

115.24)

(3.90)

9.33

115.24)

(3.90)

15.48

13.90)
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Table 3

Asset retirement 7.43 12.47) (2.47)
obligations

Reclassification of 10.34)
nonoperating income
(expensesI
Reclassification of (83.46)
working-capital cash
flow changes

Short-te rm de bt (253.00)
adjustmerJts related
to regulated gas
inventories

Total adjustments 175.85 39.38 42.71 29]1 nOD (1228) (95.74) 11.58

Standard & Punf's adjusted amounts

Operating
income Cash flow
(beforu Interest from Funds from Capital

Debt D&Al EBITDA EBIT expense operations operations expenditures
Adjusted 2,471.64 745.77 749.10 519,15 177.47 714.19 530.74 554.22

•Atmos Enurgy Corp, reported amounts shown are taken from tho company's financial statements but might include adjustments made by data providers or
rsclassifications made by Standard &Pam's analysIs. Please note lhat lwo reported amounts (operating income before D&A and cash flow from operationsl are used to
derive more Ihan one Standard &Poor's-adjusteo amollnt (operating income before DM and EBITDA, aod cash flow from operations and fuods from operations,
respectively). ConseQueotly, the firsl section ill some tables may fealure dupiicate d8s~riptions and amounts. OM-Depreciation and amorti2ation.

Atmos Energv Corp.

Corporate Credit Rating

Commercial Paper

Loca! Currency

Senior UnseGured

Corporate Credit Ratings History

23-0BC,2008

11-Jun-2007

30-Sep-2004

Business Risk Prolile

Financial Risk Prolile

BBBt!Stable!A-2

M
BBBt

BBSt!Stable/A-2
BBB/Positive!A-2

BBB/Stable/A-2

ExcBllent

Significant
.- ··r.·,·.'_~"""',,,,,,,~,--,-,·~,~'~_

Debt Maturities

As of Dec. 31. 2010:
2011: $360, t mil.
2012: $2.4 mil.
2013: $250.1 mil.
2014: none
2015: $500.0 mil.
Thereafter: $1.06 bit

'Unless otherwise noted. all ratings in this report are global scalu ratings. Standard & Poor's credit ratings on the global scale are comparable across countries. Standard
&POll'r's credit ratings on a national scale are relative to obligors or obligations within that specific country,
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Credit Rating: BBSt/StablelM

Ilariol1;t!C

Standard & Poor's Ratings Services' rating on Dallas, Texas-based gas utility Atmas 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 arc 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 higher-risk, nonregulatcd 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 fuel-adjustment

clauses, which serve to further stabilize cash flows. We expect the company's announcement that it will sell gas

distribution assets in Missouri, 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 £lows. The AEM segment can also create significant swings in cash-posting requirements

related to hedging, and requires stringent risk-management oversight.

Standard & Poors I RatingsDirect on the Global Credit Portal I September 29, 2011 2
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Summary: Atmos Energy COIP.

Our assessment of Atmos's financial risk profile as significant reflects thc company's stable regulated cash Hows,

relatively high leverage, and the volatility associated with its nonregnlated 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 June 30, 2011, funds from

operations (FFO) 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

cxpcct this benefit to be less meaningful and FFO to total debt could be between 20% and 25% by year-end 2012.

As of June 30, 2011, 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%. 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 Armas's liquidity to be adequate under Standard &

Poor's corporate liquidity methodology (see "Methodology And Assumptions: Liquidity Descriptors For Global

Corporate Issuers,1t published Sept. 28, 2011), which categorizes liquidity in five standard descriptors: exceptional,

strong, adequate, less than adequate, and weak. Our 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 $125 million is

available on thc AEM facility due to the covenants.

Our assumptions for projected uses of cash include maintenance and significant discretionary capital spendillg of

$330 million to $360 million and total capital spending of ahout $600 million in 2011. We estimated shareholder

distributions of about $125 million and debt maturies of about $250 million the next 12 months. 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. Working capital needs tend to peak in the winter; however, the company has

adequate liquidity to meet those needs.

Therc 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.

Outlook
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.
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Summary: Almas Energy Corp.

• Criteria: 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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Credit Opinion: Atmos Energy Corporation

Global Credit Research - 12 May 2011

Dallas, Texas, United States

Category
Outlook
Senior Unsecured
Subordinate Shelf
Bkd Commercial Paper

Analyst
Mhoko Manabe/New York
William L. Hess/New York

Rating Drivers

Moody's Rating
Stable
Baa1

(P)Baa2
P-2

Phone
212.553.1942
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- Successful ongoing rate activity in constructive regulatory jurisdictions

- Stable rate-regu lated operations

- Low-risk management strategy focused on regulated activities

- Sustained strength in financial performance

Corporate Profile

Almos Energy Corporation (Almos or AEC; Baa1 senior unsecured) Is primarily engaged In regulated natural gas distribution In twelve states
(Texas, Louisiana, Msslssippl, Kentucky, Tennessee, Kansas, Colorado, Georgia, Illinois, Mssouri, Virginia, and iowa) and transmission and
storage in Texas. Almos has an intermediate holding company Almos 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.

Recent Events

On May 11, 2011, Moody's upgraded Almos's senior unsecured credit rating to Baa1 from Baa2.The upgrade follows Almas' recent renewal of
its core credit facility and a favorable Almas Pipeline Texas rate order.

SUMMARY RATING RATIONALE

Almos'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 billion acqUisition ofTXU Gas (now
known as Md-Tex) at the start of Almos'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 a minor part ofAlmos.

DETAILED RATING CONSIDERATIONS

- Successful ongoing rate activity in constructive regulatory jurisdictions

With distribution and pipeline operations in twelve states, Almos has jurisdictional diversity that reduces its exposure to anyone adverse
regulatory decision or warmer-than-normal weather in any of its service territories. ~ 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 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 Mssissippi 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.

Almas 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 Almas addresses through numerous and continual rate activity. In the five
years between fiscal 2006 and 2010, Almos 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 relief while reducing the company's exposure to an adverse rate decision.
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However, Almos needs many such small increases 10 affect margins materially. Over the last five years, about 40% of these operating income
increases has come from the Gas Reliability Infras1ructure Program (GRIP) filings in Texas, which allows Almos 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 two-thirds of its me1ers).

In late April 2011 , Almos Pipeline-Texas concluded a base rate case, as it is required 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, wittl a net operating income
increase of $20 million (roughly a 20% increase from its 2010 operating income of $97 million), effective MJy 1,2011. In addition, the allowed
return on equity (ROE) was increased to 11.8% from 10%, an ROE that is more typical for a FERC-regulated 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 a relatively low exposure to unregUlated businesses, which MJody's considers to have a higher business risk generally than
regulated businesses. AEC operates mostly 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 Md-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 pipelines earn from providing
transportation and ancillary services (6% of gross profit), mostly to third parties. AEM operates on the high end of the business risk spectrum
AEMs delivered gas (a bundled gas service provided to longstanding utility, municipal, and industrial customers) has posted fairly consistent
gross profits over the last few years (4% of gross profit) and accounts for the majority ofAEMs base earnings. Asset optimization, unrealized
margins, and other unregulated bUSinesses (storage, gathering, power) make up a small but the riskiest portion of gross profit (4% in 2010),

AEM is exposed to commodity price, basis, counterparty, and other risks, which makes it difficult to predict its financial results with a high
degree of accuracy. AEMs financial 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-ta-market accounting for hedges also contribute to voiatility in
AEMs reported earnings. .Although AEM has been consistently profitable, reported values do not clearly capture the market's effect on cash flow
and liquidity, such as the collateral received from or delivered to counterparties.

- Low-risk management strategy focused on regulated activities

Almos has a good long track record of acquiring and integrating gas distribution businesses. With the exception of the uncharacteristically large
Md-Tex acquisition, most transactions have been modestly sized and privately negotiated. .Although Almos has not made an acquisition since,
acquiring LDCs remains a part of its long~term growth strategy. Almos is likely to favor bolt-on acquisitions in familiar, more favorable
jurisdictions. While MJody's will reView any such transaction on a case-by-case basis, the current rating takes into account the importance of
maintaining an investment grade rating in Almas' financial policy.

During the last few years, Almos 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 natural
gas storage project, its largest and last midstream venture, MJody's considers .AImos's renewed focus on lower risk regulated business as a
credit-positive development.

- Sustained strength in financial performance

Over the years, Almas has been accruing sufficient rate increases to sustain a modest but steady improvement In its credit metrics. In its fiscal
ended September 30, 2010, Almas was approved for $58 million in annual rate increases, 59% of which were from routine annual rate filings,
capital investment 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 regulatory activity continues apace with about $45 million of rate relief granted so
far this fiscal year, including the $20 million recently awarded in the Almos Pipeline Texas rate case. Additionally, $26 million of rate requests
have been filed and are pending a resolution. This amount of rate relief is in line with the approximately $50-60 million of rate increases a year
that Almos has obtained in recent years and expects to receive on an annual basis going forward.

Moody's assesses Almos'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 sharply higher ($722 million in fiscal year 2010, $798 million in
the last twelve months ended MJrch 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.

Almos's credit metrics currently map to anAunder MJody's regulated utilities rating grid. Mer MJody's standard adjustments, the debt-to
capital ratio was 43% at MJrch 31, 2011. CF pre-WC-to-debt has steadily increased to above 20% (32% in 12 months ended MJrch 31, 2011
compared to 22.3% in 2009). 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-ta-interest has remained solidly in the 4 times range before the impact of
bonus depreciation (5.8 times in the 12 months ended MJrch 31, 2011; 4.4 times in fiscal year 2009).

Liquidity Profile

Almas has adequate liquidity to meet its near term cash needs, As it is not unusual for a utility, Almas is often in a negative free cash flow
position, with the second quarter ended MJrch 31, 2011 the exception. For the lastfour quarters ended March 31,2011, cash fiow from
operations was $681 million, higher than its normal run-rate in the mid to upper $500 million range, but covering its 2011 capital 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 MJy 15, 2011, when $350 million of senior notes come due. The company plans to refinance
this debt by issuing $300 million in 30-year notes in June 2011. Mer that, the next debt maturity is $250 million in January 2013.

Almos recently renewed its five-year credit facility with a $750 million committed facility, expiring MJy 2,2016, with an accordion feature for
borrowing up to $1 biilion. Almos' renewal of this credit facility was an important consideration in its recent ratings upgrade. The sole financial
covenant under Almas's base revolver is a maximum debt-to-capitalization ralio 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 MJrch 31,2011. AEC also has a committed $25 million 364-day
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revolving credit facility with a local bank, which expires on March 31,2012.

AEC's commercial paper program is fully backed by the $750 million five-year facility. Commercial paper outstanding around the seasonal peak
has been just under $300 million, well within AEC's commercial paper program size. Typically, it has no short-term debt outstanding by the end
of the March quarter.

AEM has a committed $200 million three-year facility with an accordion feature to $500 million, that matures on December 8, 2013, This facility
Is unconditionally guaranteed by AEH. The effective availability under the facility is a range of $100 to $200 million, or up to $500 million with the
accordion feature, based on a borrowing base determined by tangible net worth and net working capital, and the value 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 capital
and net tangible net worth of $20 to $40 million, or up to $1 DO million if the accordion feature is utilized, (working capital of $138 million and net
worth of $151 million at March 31, 2011),

Almos maintains separate liquidity facilities for AEC, AEH, and AEM AEC extends an uncommitted credit line of $350 million to AEH.
Conversely, AEH provides a $350 million line toAEC.

Rating Outlook

The stable outlook reflects Almos's consistent flnal1cial performance, adequate liquidity position, al1d managements strategy focused on low
risk regulated activities. The rating assumes credit metrics at sustainable levels above 20% arJd CF pre-W/C plus interest-ta-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% rar1ge and CF pre-WC plus interest-to-interest in the high 4 times ral1ge.

What Could Change the Rating - Down

A sustained weakening in Almos' 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&Aactivity that results in higherfirJancial and business risks could also
negatively affect the rating.

Almas Energy Corporation

Regulated Electric and Gas Utilities [1][2] lTM
Mar-31-

2011

Factor 1: Regulatory Frarro\NOrk (25%) Measure Score
a) Regulatory framework Baa
Factor 2: Ability to Recover Cost and Earn Returns

(25%)

a) Ability to recover Cost and Earn Retums Baa
Factor 3: Diversification (10%)

a) Market Position A
b) Generation and Fuel Diversity -

Factor 4: Financial Strength, Liquidity, & Metrics
(40%)

a) Liquidity A
b) CFO (pre w/c) + Interest I Interest 5c8x A
c) CFO (pre w/c) JDebt 31.9% Aa
d) CFO (pre w/c) - Dividends I Debt 27.0% Aa
e) Debt! Capitalization 43.3% A
Rating:

rdicated Rating from Grid A3
Actual Rating Assigned Baa1

Moody's 12-18
month Forward

View fJE; of May 12,
2011'

Measure Score

Baa

Baa

A
-

A
4.2x-5.2x Baa
17%-25% Baa
13%-20% Baa
43%-50% Baa

Baa1
Baa1

• THIS REPRESENTS f\rKlODYS FORWAAD VlEW; NOT THE
VIEW

OF THE ISSUER; AND UNLESS NOTED IN THE TEXT DOES
NOT INCORPORATE SIGNIFICANT ACQUISfTlONS OR
DNESTITURES

[1] ,All ratios are calculated using !\leDdy's Standard Adjustments. [2] As of 12/3112010; Source: !\Ieody's Financial M3trics
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This credit rating is an opinion 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 or other
professional adviser.

CASE NO. 2013·00148
ATTACHMENT 1

TO GAG DR NO, 1-184



ATO Credit Opinion - Moody's 2012~05-08

CASE NO. 2013-00148
ATTACHMENT 1

TO OAG DR NO, 1-184



CASE NO. 2013·00148
ATTACHMENT 1

TO OAG DR NO. 1-184

MOODY'S
INVESTORS SERVICE

Credit Opinion: Atmos Energy Corporation

Global Credit Research - 08 May 2012

Dallas, Texas, United States

Category
Outlook
Senior Unsecured
Subordinate Shelf
Bkd Commercial Paper

Analyst
Mihoko Manabe/New York City
William L. Hess/New York City

Rating Drivers

Moody's Rating
Stable

Baa1
(P)Baa2

P-2

Phone
212.553.1942
212.553.3837

- Successful ongoing rate activity in constructive regulatory jurisdictions

- Stable rate-regulated operations

- Sustained strength in financial performance

Corporate Profile

AtITKlS Energy Corporation (Atmos or AEC; Baa1 senior unsecured) is primarily engaged in regulated natural gas
distribution in twelve states (Texas, Louisiana, Mississippi, Kentucky, Tennessee, Kansas, Colorado, Georgia,
Illinois, Missouri, Virginia, and Iowa) and transmission and storage in Texas. AtlTKls has an intermediate holding
company AllTKls Energy Holdings, Inc. (AEH) that owns non-utility subsidiaries engaged principally in gas marketing,
housed at its Almas Energy Marketing, LLC (AEM) subsidiary, as well as minor pipeline and storage operations in
Louisiana and Kentucky.

By year-end September 2012, Almas will sell its natural gas distribution operations in Missouri, Illinois and Iowa,
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 alTKlunt of debt it would otherwise have
to incur. Meanwhile, earnings reduction from the sale will be ITKldest, since the company will lose only a small
number of customers.

SUMMARY RATING RATIONALE

AtITKlS'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
AtlTKls.

DETAILED RATING CONSIDERATIONS

- Successful ongoing 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
to anyone 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.

Atmas 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
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 eamings 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 predictable market-driven profits that the regulated and
unregulated pipelines eam from providing transportation and ancillary services (12% of gross profit), mostly to third
parties.

Gas marketing is Atmos'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. N; a management strategy, AEC
has been de-emphasizing unregulated operations in light of their weak medium-term 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 eamings to decline 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 ofAEM's
earnings.

- 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 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, Atmas has received about
$23 million in rate relief and has pending some $69 million of rate requests.

Atmos's 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 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

Atmas will have adequate near-term liquidity assuming normal market conditions. N; it is not unusual for a utility,
Atmas 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 debt-ta-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 notice prior to funding.

AEM has a committed $200 million three-year facility with an accordion feature to $500 million, that matures in
December 2013. Ps of March 2012, Atmos had $82 million available under this credit facility. This facility is
unconditionally guaranteed by AEH. The effective availability under the facility 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.
Availability will be limited also if AEC's ratings were to fall to Baa3 and below. AEM 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, AEH, and AEM. AEC extends an uncommitted credit line of $500
million to AEH. Conversely, AEH provides a $500 million line to AEC.

Rating Outlook

The stable outlook is based on Atmos's low-risk, regulated activities that produce consistent financial 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 Could Change the Rating· Down

A sustained 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 Electric and Gas Utilities [1][2] Last 12
months

ended Mar
31,2012

Factor 1: Regulatory Framework (25%) Measure Score
a) Regulatory framework Baa

Factor 2: Ability to Recover Cost and Earn Returns (25%)
a) Ability to recover Cost and Earn Returns Baa

Factor 3: Diversification (10%)

Moody's
12-18

month
Forward

View As of
May 9,
2012'

Measure Score
Baa

Baa
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a) Market Position A
b) Generation and Fuel Diversity -
Factor 4: Financial Strength, Liquidity, &Metrics (40%)
a) Liquidity Baa
b) CFO (pre w/c) + Interest I Interest 4.8x A
c) CFO (pre w/c) I Debt 22.2% A
d) CFO (pre w/c) - Dividends I Debt 17.7% A
e) Debt f Capitalization 45.0% A
Rating:
Indicated Rating from Grid Baa1
Actual Rating Assigned Baa1

A
-

Baa
4.5x-5.5x A
19%-24% Baa
14%-20% Baa
43%48% A

Baa1
Baa1
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Key Rating Drivers

Constructive Regulatory Environment The ratings of Almas 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 expecls Almas'

consolidated financial metrics to remain solid, with EBITDA-to-interest expense coverage to

average more lhan 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

long-term, although this level should remain higher than that in the near term given weak

market conditions that have been affecting the nonregulated operations.

Related Research
2012 Outlook: Utilities, Power, and
Gas, Dec. 5. 2011

EEl 2011 Wrap-Up Report:
Crosscurrents, Nov. 15,2011

Total DebtfTotal
Capitalization (%) 53.24 52.67

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, 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. Physical hedges and few net open positions help 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 years, and likely will continue

to affect it in 2012. 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 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.

Analysts
Kevin L. Beioke, CFA
+1 212908·9112
kevin.beicke@fIlchratings.com

Philippe Beard
+1 212908-0242
philippe.beard@flchratings.com

www.fitchratings.com

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.
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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 Colorado-Kansas)

that are regulated by various state or local public utility authorities. Fitch considers Atmos'

regulatory environment to be constructive, enabling the utility to earn a reasonable return in a

relatively timely manner.

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 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 regulatory mechanisms include annual ratemaking, timely capital cost recovery,

purchased gas cost adjustments, and weather normalization.

Related Criteria
Corporale Rating Melhodology,
Aug. 12,2011

Raling North American Utilities,
Power, Gas, and Water Companies,
May 16,2011

Almas Energy Corporation

January 13, 2012

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

adjustment 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 distribution

gross margin. Additionally, 100% of capex in Atmos' regulated transmission and storage

segment are recoverable through GRIP.

Purchased gas cost adjustment mechanisms provide a dollar-for-dollar offset to increases or

decreases in natural gas distribution purchased gas costs 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

2



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 94% 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 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.

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 allows 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 million of LOC issued.

AEM has its own three-year,
$200 million revolving credit facility, Liquidity Summary
which matures on Dec. 8, 2013.

AEM's operations could require a

significant amount of liquidity if
natural gas prices were to increase, Source: Company reports, Fitch analysis.

but Fitch considers AEM's revolving

credit facility, with the ability to increase borrowing 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.

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. 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 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 million, 4.95% notes maturing on Oct. 15,2014, the only

significant notes maturing before 2017. Atmas also has rental property sinking fund term notes

that are paid down $131,000 per year through 2013.

Atmas Energy Corporation

January 13, 2012
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Fitch expects Atmos to maintain good

access to the public debt and equity

markets to fund its debt refinancing and

capital spending needs.

Capital Structure

Debt Structure

Scheduled Debt Maturities

Source: Company reports, Fitch analysis.

Almos Energy Corporation

January 13, 2012

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

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 million, 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 long-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, primarily 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 announced in May 2011 the intended sale of its natural gas distribution operations in

Missouri, Illinois, and Iowa, 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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relatively 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,OOO-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% of 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)
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IDR - Issuer default rating. CP ~ Commercial Paper. NR - Not rated.
Source: Company reports, Fitch analysis.

Atmos Energy Corporation
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2007

4.0
4,6

19.1
2,7
4.0
3,8
3.9

66,7
111.1
197.0

5,898
1,250

463
615
199
410
153
168

37.0
32.8

2011 2010 2009 2008

4.9
5.4

23.6 26.4
3,0 2.9
4.4 4.3
4.0 4.0
3.6 4.0

59.6 65_0
73.6 53.5

274.4 236.0

4,790 4,969 7,221
1,365 1 1,321

468 SOD
722 642
217 200
497 435
166 148 '
206 160

Financial Summary-Atmos Energy Corp.
($ Mil., Fiscal Years Ended Sept. 30)

Fundamental Ratios (x)
FFOllnterest Expense
CFOllnlerest Expense
FFOJDabt (%)
Operating EBITllnterest Expense
Operating EBITONlnterest Expense
Operating EBITDAR! (Interest Expense +
Debl/Operaung EBITDA
Common Dividend Payout (%)
Intemal Cash/Capex (%)
CapexiDepreciation (%)

Profitability
Adjusted Revenues
Net Revenues
Operafing and Maintenance Expense
Operating EBITDA
Oepreciatlon and Amorti>:ation Expense
Operating EBIT _
Gross Interest Expense 
Net Income for Common
Operating Maintenance Expense _%of Net Revenues
Operating EBIT % of Net Revenues

Cash Flow
Cash Flowirom Operations
Change in Working CapHal
Funds from Operations
Dividends
Capital Expenditures
FCF
Net Other lnvestment Cash Flow _ _ __ : __, ,
Net Change in Debt
Net Equilyproceeds

5<11 723 914 3()8
(26) 83 352 (127)
607 640 562 _ 495

(124) (124) (121) (117)
(623) (543) - (509) (472) -
(164) 60 289 (218)

(2) 4 • __ (a) (8)
11-7 54 (246) 190

2 - (93) 28 25

544
90

454
(112)
(392)

43
(8)

(269)
217

Capital Structure
Short-Term Debt
long-Term Debt
Tolal Debt
Total Hybrid Equity and Minority Interest
Common Equity
Tolal Capital

Tolal DeblflolaJ Capital (%) ',I,,,e,,tirot8,1 caPflal(%;I.' ,", '.' __ ,- .~~; - -- -.. - .~~~
Total Hybrid Equity and Minority I,r
Common Equllyrrotal Capital (%) 44.2.

J5_1
2,220
2,371

Operating EBIT - Operating income before lotal reported state and federal income tax expense. Operaling EBITDA ~ Operating income before total reported state and
federal income lax expense plus depreciation and amortization expense. Note: Numbers may not add due to rounding.
Source: Company reports, Filch Ratings.

Almos Energy Corporation

January 13,2012
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Tagging Info

Fitch Affirms Atmas Energy's Ratings; Outlook Stable Ratings Endorsement Policy
30 Apr 20125:29 PM (EDT)

Fitch Ratings-New York-3D April 2012: Fitch Ratings has affirmed Atmos Energy Corporation's (Atmos) ratings, including its long
term Issuer Default Rating (lOR) at '888+' 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 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 commodity exposure at Atmos Energy Holdings, Inc.'s (AEH) nonregulated operations.

Constructive Regulatory 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.

Nearly three-quarters of the distribution segment's gross profit is subject to annual 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 Atmos' 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. 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 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 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 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 debHo-EBITDA near 3.5 times (x).

Adequate 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 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 liquidity 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 lOR at 'BBB+';
--Senior unsecured debt at 'A-';
--Short-term lOR at 'F2';
--Commercial paper at 'F2'.

Contact:

Primary Analyst
Kevin L Beicke, CFA
Director
+1-212-908-9112
Fitch, Inc.
One State Street Plaza
New York, NY 10004

Secondary Analyst
Daniel Neama
Associate Director
+1-212-908-0561

Committee 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 Criteria and Related Research:

--'Corporate Rating Methodology' (Aug. 12, 2011);
--'Recovery Ratings and Notching Criteria for Utilities' (Aug. 12, 2011);
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--Special Report: 'Rating North American Utilities, 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 Utilities, Power, Gas, and Water Companies
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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 © 2012 by Fitch, Inc., Fitch Ratings Ltd. and its subsidiaries.
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Fitch Upgrades Atmos Energy's Ratings; Outlook Stable Ratings
02 Jun 2011 5:36 PM (EDT)
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Tagging Info

Fitch Ratings-New York-02 June 2011: Fitch Ratings has upgraded Atmos Energy Corporation's (Atmos) long-term Issuer
Default Rating (lDR) 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 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 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 commodity 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 Regulatory 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-dollar 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 Geographically 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 Nonregulated Operations:
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Slightly offsetting these strengths are the company's non-regulated operations, 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 positions help
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:

Liquidity is adequate, supported by sufficient availability under Atmos' new five-year, $750 million revolving credit facility
that serves as a backup for the commercial paper program. The facility 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 liquidity 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.

Company Profile:

Atmos is one 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 6,000-mile intrastate natural gas pipeline system in Texas. in addition, AEH provides natural gas marketing and
procurement services to industrial, commercial, and municipal customers, with a focus in the Midwest and Southeast.

Fitch has upgraded the following ratings:

Atmos
--Long-term lOR to '888+' from 'B8B';
--Senior unsecured debt to 'A-' from '888+'.

Fitch has affirmed the following ratings:

Atmos
--Short-term IDR at 'F2';
--Commercial paper at 'F2'.

Contact

Primary Analyst
Kevin L. Beicke, CFA
Director
+1-212-908-9112
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 Utilities, 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 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•. PUBLISHEDRATINGS.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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Rating Action: Moody's upgrades Atmos Energy to Baa1

Global Credit Research - 11 May 2011

Over $2 billion of debt affected

New York, May 11,2011 -- i'v'oody's Investors Service today upgraded the senior unsecured debt raling for Almas Energy Corporation (Almas) to
Baa1 from Baa2 and the subordinated debt rating to Baa2 from Baa3. The rating outlook for Almos is stable.

RATINGS RATIONALE

The upgrade ofAlmas 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 renewal of the company's primary credit facility. the favorable resolution of the Almas
Pipeline 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 Almas," said i'v'ocdy's
vice president Mhoko Manabe.

In April, Almas 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 million facility. Both facilities are currently undrawn and thus fully available to bridge
finance $350 million of debt which matures on i'v'onday. The company plans to refinance this debt with a $300 million long-tenn note issuance in
June, which will result in incremental de-leveraging.

Almos' 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 track with the approximately $50 to $60 million of rate
increases that Atmos seeks to obtain every year. The majority ofthese increases came from routine annual rate filings. capital investment
recovery mechanisms, and surcharges. i'v'ocdy'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 annual increase in operating income of $20.4 million in the Almos Pipeline rate case (about a
20% increase from that division's 2010 operating income), the largest of its rate cases in nsca12011. The Pipeline'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 fluctuations in industrial sales.

With its recent abandonment of its gas storage development business and a weaker outlook for its minor marketing business, Almas has a
renewed strategic focus on lower risk regulated activities, which i'v'oody's views as a credit-positive development

Aseries of rate increases has contributed to a steady improvement in Almas's credit metrics over the pastfew years. For the 12 months ended
flAarch 31,2011, cash flow from operations pre-working capital-to-debt (CF pre-WC) was 32% and CF pre-WC plus interest-to-interest was 5.8
times, both after i'v'ocdy's standard adjustments. i'v'oody's noted that these metrics are unusually high, reflecting nonrecurring increases in cash
flow from a one-time change in accounting for repairs and bonus depreciation. Although the temporary benefits of bonus depreciation will wane
after fiscal 2013, i'v'oody's believes that Almos will be able to sustain its credit metrics longer term at levels that would support a Baa1 rating,
including CF pre-WC-to-debt above 20% and CF pre-WC plus Interest-to-interest in the mid-4times range.

i'v'oody's said that Almas'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, Almas'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&Aactivity that results in higher financial and business risks could also negatively affect the rating.

Upgrades:

.. Issuer: Almas Energy Corporation

....MJltiple Seniority Shelf, Upgraded to a range of (P)Baa2 to (P)Baa1 from a range of (P)Baa3 to (P)Baa2

....MJltiple Seniority Shelf, Upgraded to a range of (P)Baa2 to (P)Baa1 from a range of (P)Baa3 to (P)Baa2

._ ..Senior Unsecured Regular Bond/Debenture, Upgraded to Baal from Baa2

Outlook Actions:

.. Issuer: Almos Energy Corporation

....Outlook. Changed To Stable From Rating Under Review

i'v'oody's most recent rating action on Almas was on flAarch 31,2011, when M:>ody's initiated a review for possible upgrade.

The principal methodology used in rating Almas is i'v'oody's Regulated Electric and Gas Utilities methodology 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 rv'oody's website.

Headquartered in Dallas, Texas, Almas Energy Corporation engages in the distribution, 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 irl the ratings, parties not involved in the ratings, public
information, and confidential and proprietary MJody's Investor Service's information.

MJody's Investors Service considers the quality of information available on the issuer or obligation satisfactory for the purposes of maintaining a
credit rating.

MJody's adopts all necessary measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
MJody's considers to be reliable including, when appropriate, independentthird-party sources. However, MJody's is not an auditor and cannot in
every instance independently verify or validate Information received in the rating process.

Please see ratings tab on the issuer/entity page on MJodys.com for the last rating action and the rating history.

The date on which some Credit Ratings were first released goes back to a time before MJody's Investors Service's Credit Ratings were fully
digitized and accurate data may not be available. Consequently, MJody's Investors Service provides a date that it believes is the most reliable
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 MJodys.com for the methodologies used in determining ratings, further information 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
MJody's Investors Service
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

New York
William L Hess
MD - Utilities
Infrastructure Finance Group
MJody's Investors Service
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

MJody's Investors Service
250 Greenwich Street
New York, NY 10007
U.SA
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653
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© 2011 MJody's Investors Service, Inc. and/or its licensors and affiliates (collectively, "MOODYS"). All rights reserved.

CREDIT RAfINGS PRE MOODY'S INVESTORS SERVICE, INC:S ("MIS") CURRENT OPINIONS OF THE
RELAfIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT lIN ENTITY MAo' NOT MEET ITS
CONTRJlCTUJ\l.., FlNIINCIJ\l.. OBLIGATIONS AS THEY COME DUE lIND IINY ESTIMATED FlNIINCIJ\l.. LOSS
IN THE EVENT OF DEF,ouLT. CREDIT RAfINGS DO NOT ADDRESS ANY OTHER RISK,INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MPRKET VJ\l..UE RISK, OR PRICE VOLAfILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICJ\l.. FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINIINCIJ\l..ADVlCE, AND CREDIT RATINGS PRE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PPRTICULAR SECURITIES. CREDIT RAfINGS DO NOT COMMENT ON THE
SUITABILITY OF lIN INVESTMENT FOR ANY PPRTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
\MTH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR Vl.4LL MIlKE ITS OV'w\'ll STUDY
lIND EVJ\l..UATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SJ\l..E.

ALL iNFORiW\TION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING SLIT NOT L1MrTED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORiW\TION iW\Y BE COPiED OR OTHERWISE REPRODUCED,
REPACKAGED, FURTHER TRANSMrTTED, TRANSFERRED, DISSEMINATED, REDISTRIBLITED OR RESOLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PAJRT, IN ANY FORM OR
Mt\NNER OR BY ANY f\,o£ANS WHATSOEVER, BY ANY PERSON WffHOLIT MOODYS PRIOR WRITTEN
CONSENT. All information contained herein is obtained by MOODYS 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 IS" without warranty of any kind. MOODYS adopts all necessary measures so that
the information it uses in assigning a credit rating is of sufficient quality and from sources MJDdy's considers to be
reliable, including, when appropriate, independent third-party sources. However, MOODYS is not an auditor and



cannot in every instance independently verify or validate information received in the rating process. Under no
circumstances shall MOODYS 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 MOODYS or any of its directors, officers, employees or agerlts in COrinection with the
procurement, collection, compilation, arlalysis, 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 MOODYS is advised in advance of the possibility of such damages,
resuiting from the use of or inability to use, any such information. 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 selling. NO WARRANTY, EXPRESS OR IfvPLlED, AS TO THE ACCURACY,
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATiNG OR OTHER OPINION OR INFORrvlA.TION IS GIVEN OR rv\t\DE BY MOODYS IN ANY FORM OR
MANNER WHATSOEVER.

MIS, a Wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses 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 assigrlment of any rating, agreed to pay to MIS for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MeO and MIS also maintain policies
and procedures to address the independence of MIS's ratings and rating processes. Infomnation regarding certain
affiliations that may exist between directors of MeO and rated entities, and between entities who hold ratings from MIS
and have also publicly reported to the SEC an ownership interest in MeO 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 MOODYS affiliate, Moody's Investors Service pty Limited ABN 61
003399657, which holds Australian Financial Services License no. 336959. 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 MOODYS that you are, or are accessing the document as a
representative of, a "wholesale cHenf' 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 oftihe Corporations
Act 2001.

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's Japan KK ("MJKK")
are MJKK'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 shall be deemed to be replaced with "MJKK". MJKK is a
wholly-owned credit rating agency subsidiary of Moody's Group Japan GK, which is wholly owned by Moody's
Overseas Holdings Inc., a wholly-owned subsidiary of MeO.

This credit rating is an opinion 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 or other
professiorlal adviser.
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Atmos Energy Corp.
Full Rating Report

Ratings
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Short-Term IDR
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lOR -Issuer Default Rating.
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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.
Rating Outlook
Slable

Financial Data

EBITDA Interest

Total DebtfTotal
Capitalization (%) 54.47 54.24

Note: 2011 as originally reported,
including Fitch adjustments.

Related Research
Fitch Rates Atmos Energy's Senior
Notes 'A-'; Outlook Stable
(January 2013)

2013 Outlook: Utilities, Power, and
Gas (December 2012)

Analysts
Lindsay Minneman
+1212908-1592
lindsay.minneman@frtchralings.com

Daniel Neama
+1212908-1562
daniel,neama@frtchratings,com

Cynthia Poiesz
+ 1 212 908-0562
cynthia.poiesz@fitchralings.com

www.fitchratings.Gom

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 regulated operations to average more than 90% of net income over the long

term, 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 nonstrategic 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 years, 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 earnings. 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 refiects 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 Atmos' nonregulated operations 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.

January 29,2013



Key Rating Issues

Regulatory Environment

Atmos operates in Texas, Louisiana, Mississippi, Kansas, Colorado, Tennessee, Kentucky, Virginia,

and Georgia. Fitch considers Atmos' regulatory environment to be constructive, enabling the utility to

earn a reasonable 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 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 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 Almas 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 CashFlows

Atmos 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 patterns. 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, Mississippi, 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 to rates

instead of a formal rate case, covering approximately 77% of Atmos' natural gas distribution gross

margin in fiscal 2012.
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The gas reliability infrastructure program (GRIP) in Texas allows Almas to include annually

approved capex incurred in the prior calendar year in rates 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 that provide accelerated capital recovery have been enacted

in Atmas' 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-dollar 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 75% of Almas' 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.
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Obtaining the aforementioned regulatory 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 its regulated distribution assets in nonstrategic regions, including

Missouri, Iowa, and Illinois, 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 facilities. 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

Nonregulated Operations
(Contribution to Adjusted
Net Income)
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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 opinion, 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

2009 2010 2011 2012 2013F

F - Forecast.
Source: Company reports, Filch.
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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 $950 million in

December 2012, while maintaining its accordion feature at $250 million. The facility now allows

Atmos 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 credit 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 million 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.

In January 2013, Almas issued

$500 million 4.15% senior unsecured

notes due Jan. 15, 2043.

Atmas Energy Corp.

JanualY 29, 2013

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 million for different facilities. Atmos

was in compliance with all debt covenants as of Sept. 30, 2012, and maintained a total debt-to

total capitalization ralio, as defined in the credit agreement, of 56%.

Atmos has a manageable near-term debt maturity schedule, with its $500 million, 4.95% notes

maturing on Oct. 15,2014, the only significant notes maturing before 2017. Fitch considers the

company's access to 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

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 2012, 2011, 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.
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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 to grow, consistent with Atmos' track record of dividend growth year over year, when

adjusted for asset sales.

Atmos announced in the fourth quarter earnings call the fiscal 2013 capital budget is

$770 million-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
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In general, the Utilities, Power, and Gas sector outlooks remain stable. See the Sector Outlook

Distribution chart below for Fitch's outlook distribution on the Utilities, Power, and Gas sector.

Sector Outlook Distribution

112012 92011

100 T(~%c..)--------------------------------
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More than 90% ofAtmos' customer base

is retained annually.

Almas Energy Corp.

January 29, 2013

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

other 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

requirements, 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 67% 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,OOO-mile

intrastate natural gas pipeline system in Texas. The company's regulated transmission 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.
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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.

EBITDA Dynamics
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Key Metrics
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dividends.

• FFOlDebt FFO divided by

gross debt plus lease
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preferred stock.
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• Normal weather.
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Organizational Structure

Organizational Structure - Atmos Energy Corp.
($ Mil., As of Sept. 30, 2012)

r-----------------------------------------------,
(One entity) I

lOR - Issuer Default Rating. CP - Commercial paper. NR - Not rated.

Source: Company filings. Bloomberg, Fitch Ratings.
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Financial Summary - Atmos Energy Corp.
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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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receives from issuers and underwriters and from other sources Fitch bel ieves to be credible. Fitch conducts a reasonable
investigation of the faelual 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
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that by their nature cannot be verified as faels. As a result, despite any verification of current faels, ratings can be affected by
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The information in this report is provided "as is" without any representation or warranty of any kind. A Fitch rating is an opinion
as to the creditworthiness of a security. This opinion is based on established criteria and melhodotogies that Fitch is
continuously evaluating and updating. Therefore, ratings are lhe collective work produel of FItch and no individual, or group of
individuals, is solely responsible for a rating. The rating does not address the risk of loss due to risks other than credit 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, lhe opinions stated lherein,
The individuals are named for contael purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute for
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Re: Atmos Energy Corporation' $500 million Senior Unsecured Note Issuance

Fitch, (see definition below) assigns the following ratings, subject to receipt affinal documents:

'A-' to $500 million, 4.15% Senior Unsecured Notes, due January 15,2043

The Rating Outlook is Stable.

In issuing and maintaining its ratings, Fitch relies on factual information it receives from
issuers and underwriters and from other sources Fitch believes to be credible. Fitch conducts
a reasonable investigation ofthe factual information relied upon by it in accordance with its
ratings methodology, and obtains reasonable verification of that .lntormation 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 jmisdiction 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 verif1cations such as audit
reports, agreed-upon procedures letters, appraisals, actumial 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 withrespect 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 CUlTent facts, ratings can be affected by future events or conditions
that were not anticipated at the time a rating was issued or affirmed.

Fitch seeks to continuously improve its ratings critel'ia.and methodologies, and pedodically
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 ctitelia and
methodology used to arrive at the stated rating, which may ditTer fi'om 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 accurate
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 coIlective 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 there.in. The individuals afe 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 \vith respect to any investment, loan or security or any issuer. Ratings do not
comment on the adequacy ofmarket 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 patty any financial
advice, 01' 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 tating 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 llhdet US, UK or any other l'elevant seeurities laws. Fitch does not COl1sent 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 letter communicating .its rating action in any offering document.

It is important that you promptly provide us with all information that may he 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 infOrIl1ation or for any other reason Fitch deemssufficicllt

Nothing in this letter is intended to or should be construed as creating a fiduciary relationship
between Fitch and you or between Fiteh and any user of the ratings.

In this lettet,"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. Ifwe can be of further
assistance, please contact me at (212) 908-0577.

Sincerely,

«<1 (;:/'1 '1 ~7
"'.•I (/,1.., '. (.7\ (\ __ llrt < '~\'-7'"XJ¥"--I.:cc/V'l c;- J I 4· k -..' .
, /'

Glen Grabelsky .
Managing Director
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Atmos E:nergy (:orp.

Credit
Rating: BBB+ /Stable/A-2

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 Atmas 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 weather-normalization 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.

Atmos' regulated transmission and storage segment transports natural gas to the company's Mid-Tex division,

transports natural gas for third paliies, and manages undergrmmd storage reservoirs in Texas. This is a strategic asset

because it supplies gas to a substantial proportion ofAtmos' 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 operations

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 umegulated 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 bi11ion in debt, leading to FFO to total debt of about

WWW.STANDljJUJANDl'oom..CONlJJlAT1NGSllIRECT FEIlll.UARY 22, 2013 .2
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Stl11ll11ary: 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 ofits 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 credi.t 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 liquidity will exceed liquidity 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 revolving credit facilities. We estimate the company could use as much as $900 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.

(Jutl 0 ok:

The stable rating outlook on Atmos 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 ofbetween 19% and 21% dUring 2013 and 2014, and debt leverage of about 55%, while

effectively managing its liquidity needs in light ofthe 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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Summary: Atmos Energy Corp.

• Key Creclit 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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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.

ATIACHMENT:

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 common 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 1O-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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Al1nos Energy Colorado-Kansas Division. Our Colorado-Kansas Division serves approximately 170
communities throughout Colorado and Kansas and parts of Missomi, including the cities of Olathe, Kansas, a
suburb 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 cOlllil1ission.

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 Retumon

Division Jnrisdiction Rate/GRIP Action (thousaudsP) Return'l) Equity(!)

Atmos Pipeline - Texas .. Texas 5124/04 $417,111 8.258% 10.00%

Almos Pipeline -
Texas - GRIP ....... Texas 4/15/08 713,351 8.258% 10.00%

Colorado-Kansas ........ Colorado 10/1/07 81,208 8.45% 11.25%

Kansas 5/12/08 (2) (2) (2)

KentuckylMid-States ..... Georgia 9/22/08 66,893 7.75% 10.70%

Illinois lill/OO 24,564 9.18% 11.56%

Iowa 3/1/01 5,000 (2) 11.00%

Kentucky 8/1/07 (2) (2) (2)

Missouri 3/4/07 (2) (2) (2)

Tennessee 1114/07 186,506 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 7/1/08 221,970 (2) 10.40%

Mid-Tex - Settled Cities .. Texas 11/1/08 1,176,453(3) 7.79% 9.60%

Mid-Tex - Dallas &

Environs ............ Texas 6/24/08 1,127,924(3) 7.98% 10.00%

Mississippi ............ Mississippi 12128/07 215,117 7.60% 9.89%

West Texas ............ Amatil10 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 Pcrformance-
Authodzed Debt! Debt Based Rate Customel"

Division Jurisdiction Equity Ratio Rlder(4) WNA Progl'am(5) 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 (2) Yes Yes No 129,048

KentuckylMid-States ........ Georgia 55/45 No Yes Yes 69,043

Illinois 67/33 No No No 23,233

Iowa 57/43 No No No 4,425

Kentucky (2) No Yes Yes 177,393

Missouri (2) No No(6) No 58,703

Tennessee 56/44 Yes Yes Yes 134,128

Virginia 55/45 Yes Yes No 23,422

Louisiana ................. Trans LA 52/48 No Yes No 78,867

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

Mississippi ................ Mississippi 58/42 No(7) Yes No 270,716

West Texas ................ Amarillo 50/50 Yes Yes No 70,157

Lubbock 50/50 Yes Yes No 73,323

West Texas 52/48 Yes Yes No 156,121

(I) 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.

(2) A rate base, rate of return, return on equity or debt/equity ratio was not included in the respective state
commission's final decision.

(3) 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.

(4) The bad debt rider allows us to recover from ratepayers the gas cost portion of uncollectible accounts.

(5) The perfOlmance-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.

(6) The Missouri jurisdiction has a straight-fixed variable rate design which decouples gross profit margin
from customer usage patterns.

(7) The Company filed to amend its PGA rider to allow inclusion of bad debt costs on October 1, 2008.

9
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TO OAG DR NO, 1-187

Armas 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 on

Dhision Jurisdiction Rate/GRIP Action (thousands}(l) Return(l) Equlty(l)

Atmos Pipeline - Texas .. Texas 5124104 $417,111 8.258% 10.00%

Atmos Pipeline-
Texas - GRIP ....... Texas 4128109 755,038 8.258% 10.00%

Colorado-Kansas ........ Colorado 1011107 81,208 8.45% 11.25%

Kansas 5/12/08 (2) (2) (2)

KentuckylMid-States ..... Georgia 9122/08 66,893 7.75% 10.70%

Illinois 1111100 24,564 9.18% 11.56%

Iowa 311/01 5,000 (2) 11.00%

Kentucky 811/07 (2) (2) (2)

Missomi 3/4/07 (2) (2) (2)

Tennessee 4/1/09 190,100 8.24% 10.30%

Virginia 9/30/08 33,194 8.46% - 8.96% 9.50% - 10.50%

Louisiana ............. Trans LA 411/09 96,570 (2) 10.00% - 10.80%

LGS 711/09 236,600 (2) 10.40%

Mid-Tex - Settled Cities .. Texas 8/1/09 1,262,969(3) 7.78% 9.60%

Mid-Tex - Dallas &
Environs ............ Texas 6/24/08 1,127,924(3) 7.98% 10.00%

Mississippi ............ Mississippi 1/1/05 196,801 8.23% 9.80%

West Texas ............ Ammillo 911/03 36,844 9.88% 12.00%

Lubbock 31l/04 43,300 9.15% 11.25%

West Texas 811/09 124,401 (2) 9.60%
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Bad Pelformance-
Authorized Debt! Debt Based Rate Customer

Division Jurisdiction Eqnity Ratio Rider(4) WNA Program(5) Meters

Atmos Pipeline - Texas ...... Texas SO/50 No N/A N/A N/A

Colorado-Kansas . . . . . .. . . ~ . . Colorado 54/46 No(7) No No 111,382

Kansas (2) Yes Yes No 129,983

Kentuckyfj\1id-States . . . . . ~ . . Georgia 55/45 No Yes Yes 65,080

Illinois 67/33 No No No 22,623

Iowa 57/43 No No No 4,344

Kentucky (2) No(7) Yes Yes 175,789

Missouri (2) No No(6) No 57,332

Tennessee 52/48 Yes Yes Yes 132,764

Vll'ginia 55/45 Yes Yes No 23,182

Louisiana ................. Trans LA 52/48 No Yes No 78,345

LGS 52/48 No Yes No 277,648

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 ................ Mississippi 47/53 No(7) Yes No 266,785

West Texas ................ 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

(1) The rate base, authorized rate of retum 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 retum and returns on
equity are not necessarily indicative of CUlTent or future rate bases, rates of retum or retums on equity.

(2) A rate base, rate of retum, retum on equity or debt/equity ratio was not included in the respective state
commission's final decision.

(3) 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.

(4) The bad debt rider allows us to recover from ratepayers the gas cost portion of uncollectible accounts.

(5) The performance-based rate program provides incentives to nahlral gas utility companies to minimize pur
chased gas costs by allowing the utility company and its customers to share the purchased gas costs
savings.

(6) The Missouri jurisdiction has a straight-fixed variable rate design which decouples gross profit margin
from customer usage pattems.

(7) 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 I, 2009.
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A/fnos 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 f01mal 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 Rute of Return on

Division Jurisdiction Rate/GRIP Action (thousandsi1
) Retum(l) Equity(')

Atmos Pipeline - Texas Texas 05124/2004 $417,111 8.258% 10.00%

Atmos Pipeline -
Texas -GRIP ....... , .... Texas 04/2012010 799,841 8.258% 10.00%

Colorado-Kansas . . . . . . . . . . . . Colorado 01/0412010 86,189 8.57% 10.25%

Kansas 08/0112010 144,583 (2) (2)

Kentucky/Mid-States ......... Georgia 03/31/2010 88,583(3) 8.61% 10.70%

Illinois 11/01/2000 24,564 9.18% 11.56%

Iowa 03/0112001 5,000 (2) 11.00%

Kentucky 06/0112010 184,697 (2) (2)

Missouri 09/0112010 66,459 (2) (2)

Telmessee 04/0112009 190,100 8.24% 10.30%

Virginia 11/2312009 36,861 8.48% 9.50% - 10.50%

Louisiana ................. Trans LA 04/0112010 96,400 8.22% 10.00% - 10.80%

LGS 07/0112010 251,591 8.54% 10.40%

Mid-Tex-Settled Cities ...... Texas 10/0112010 (2) 8.19% 9.60%

Mid-Tex - Dallas & Environs .. Texas 0112612010 1,279,647(4) 8.60% 10.40%

Mid-Tex - Dallas &
Environs - GRIP.......... Texas 09/0112010 1,283,357(4) 8.60% 10.40%

Mississippi ................ Mississippi 12/1512009 227,055 8.27% 10.04%

West Texas ...... " ........ Ammillo 08/0112010 55,537 8.19% 9.60%

Lubbock 09/01/2010 57,074 8.19% 9.60%

West Texas 08/1512010 135,565 8.19% 9.60%
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Authorized DebU Bad Debt Perfol'mancc-Bascd Customer
Division Jurisdiction Equity Ratio Rider(S) WNA Rate Program(6) Meters

Atmos Pipeline - Texas Texas 50/50 No N/A N/A N/A

Colorado-Kansas .......... Colorado 50/50 Yes(7) No No 110,646

Kansas (2) Yes Yes No 128,640

KentuckylMid-States ....... Georgia 52/48 No Yes Yes 64,946

Illinois 67/33 No No No 22,868

Iowa 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

Louisiana ................ 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 ................ Mississippi 52/48 No Yes No 266,233

West Texas .................. 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

OJ The rate base, authorized rate of return and authorized retum on equity presented in this table are those
from the last rate case or GRIP filing for each jurisdiction. These rate bases, rates of retum and rehlrns on
equity are not necessarily indicative of Clm-ent or future rate bases, rates of return or retums on equity.

(2) A rate base, rate of retum, re.turn on equity or debt/equity ratio was not included in the respective state
commission's final decision.

(3) Georgia rate base consists of $60.2 million included in the March 201 0 rate case and $28.4 million
included in the October 201 0 Pipeline Replacement Program (pRP) surcharge. The $28.4 million 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 ofretulll of 8.56 percent and an authorized retum on equity of 10.70 percent.

(4) 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.

(5) The bad debt rider allows us to recover from ratepayers the gas cost portion of uncollectible accounts.

(6) 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.

(7) The recovelY 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
cOlmmmities throughout Colorado and Kansas and parts of Missouri, including the dties of Olathe, Kansas, a
suburb of Kansas City and Greeley, Colorado, located near Denver. We update our rates in this division
through periodic fonnal rate filings made with each state's public service commission.

The following table provides a jllrisdictional rate summary for our regulated operations. TIns 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 .TurisdictiOll Rate/GRIP Action (thousallds)'ll Retum(l) on Equity(l)

Atmos Pipeline - Texas Texas 05/0112011 $807,733 9.36% 11.80%

Atmos Pipeline -
Texas - GRIP ............ Texas 08/0112011 816,976 9.36% 11.80%

Colorado-Kansas ............ Colorado 01/0412010 86,189 8.57% 10.25%

Kansas 08/0112010 144,583 (2) (2)

Kentucky/Mid-States ......... Georgia 03/31/2010 96,330(3) 8.61% 10.70%

Illinois 11101/2000 24,564 9.18% 11.56%

Iowa 03/0112001 5,000 (2) 11.00%

Kentucky 06/01/2010 208,702(4) (2) (2)

Missouri 09/0112010 66,459 (2) (2)

Telmessee 04/0112009 190,100 8.24% 10.30%

Virginia 1112312009 36,861 8.48% 9.50% - 10.50%

Louisiana ................. Trans LA 04/0112011 93,260 8.37% 10.00% - 10.80%

LGS 07/0112011 273,775 8.56% 10.40%

Mid-Tex - Settled Cities ...... Texas 09/0112011 1,389,18i5
) 8.29% 9.70%

Mid-Tex - Dallas ........... Texas 06/22/2011 1,268,601(5) 8.45% 10.10%

Mid-Tex - Environs GRIP .... Texas 06/27/2011 1,268,601(5) 8.60% 10.40%

Mississippi ................ Mississippi 04/0512011 239,197 (2) 9.86%

West Texas ................ Amarillo 08/0112011 (2) (2) 9.60%

Lubbock 09/0912011 60,892 8.19% 9.60%

West Texas 08/0112011 146,039 8.19% 9.60%
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Authorized Debt! Bad Debt Performance-Based Customer
Division Jurisdiction Equity Ratio Rider(6) WNA Rate Program(7) Meters

Atmos Pipeline~ Texas Texas 50/50 No N/A N/A N/A

Colorado-Kansas .......... Colorado 50/50 Yes(8) No No ]]0,709

Kansas (2) Yes Yes No 128,679

KentuckylMid-States ....... Georgia 52/48 No Yes Yes 63,897

Illinois 67/33 No No No 22,778

Iowa 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 51149 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 50/50 Yes Yes No 1,259,042

Mid-Tex~ Dallas &
Environs .............. Texas 51149 Yes Yes No 314,760

Mississippi ............... 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

(l) The rate base, authorized rate of retUl11 and authorized return on equity presented in tlus 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 necessmily indicative of CUlTent or future rate bases, rates of return or returns on
equity.

(2) A rate base, rate of return, return on equity or debt/equity ratio was not included in the respective state
commission's final decision.

(3) 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.

(4) Kentuck-y rate base consists of $184.7 nlillion 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.

(5) 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.

(6) The bad debt tider allmvs us to recover from ratepayers the gas cost portion of uncollectible accounts.

(7) The performance-based rate program provides incentives to natural gas utility companies to minirnize pur
chased gas costs by allowing the utility company and its customers to share the purchased gas costs
savings.

(8) The recovery of the gas portion of uncollectible accounts gas cost adjustment has been approved for a
two-year pilot progrmll.
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Authorized
Return

on Equity(l)JurisdictionDivision

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
Date of Last Rate Base Rate of

Rate/GRIP Action (thousands)U) Return\l)

Atmos Pipeline - Texas ....

Atmos Pipeline-
Texas - GRIP .

Colorado-Kansas .

Kentucky/Mid-States .

Louisiana .

Mid-Tex Cities .

Mid-Tex - Dallas .

Mid-Tex - Environs
GRIP .

Mississippi .

West Texas .

Texas

Texas

Colorado

Kansas

Georgia

Kentucky

Tennessee

Virginia

Trans LA

LGS

Texas

Texas

Texas

Mississippi

Amarilld6l

Lubbock(6)

West Texas(6)

05/01/2011

04110/2012

01/04/2010

09/0112012

02102/2012

06/0112010

04/0112009

11123/2009

04/0112012

07/0112012

09/0112011

06/0112012

06/2612012

0111112012

08/0112011

09/0912011

08/0112011

$807,733

879,752

86,189

160,075
96,338(3)

208,702(4)

190,100

36,861

100,575

284,607
1,389,187(5)

1,472,583(5)

1,449,544(5)

274,576

(2)

60,892

146,039

9.36%

9.36%

8.57%

(2)

8.61%

(2)
8.24%

8.48%

8.24%

8.27%

8.29%

8.50%

8.60%

8.06%

(2)

8.19%

8.19%

11.80%

11.80%

10.25%

(2)
10.50% - 10.90%

(2)
10.30%

9.50% - 10.50%

10.00% - 10.80%

10.40%

9.70%

10.10%

10.40%

9.75%

9.60%

9.60%

9.60%

Division
Authorized Debt! Bad Debt Perfol"nlance·Based Customer

Jurisdiction Equity Ratio RideI'm WNA Rate Program(8) Meters

Atmos Pipeline - Texas
Colorado-Kansas .

Kentucky/Mid-States .

Louisiana .

Mid-Tex Cities .
Mid-Tex - Dallas .
Mid-Tex - Environs .
Mississippi .
West Texas .

Texas
Colorado
Kansas
Georgia
Kentucky
Tennessee
Virginia
Trans LA
LGS
Texas
Texas
Texas
Mississippi
Amarillof6)
Lubbock(6)
West Texas(6)

50/50
50/50

(2)
50/50

(2)
52/48
51/49
52/48
52/48
50/50
48/52
51/49
50/50
52/48
52/48
52/48

No
Yes(9)

Yes
No

Yes
Yes
Yes
No
No

Yes
Yes
Yes
No

Yes
Yes
Yes

N/A
No

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

NIA
No
No

Yes
Yes
Yes
No
No
No
No
No
No
No
No
No
No

N/A
111,354
129,468

63,707
170,608
134,927
23,335
75,607

277,159
1,252,548

250,510
62,627

263,302
70,258
74,244

156,935

(1) 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 retum and rehlrns on
equity are not necessatily indicative of current or future rate bases, rates of retum or returns on equity.

m A rate base, rate of retum, retum on equity or debt/equity ratio was not included in the respective state
commission's final decision.

(3) Georgia rate base consists of $60.2 minion 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
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rate base amount was awarded in the latest PRP annual filing with an effective date of October I, 201 I, an
authorized rate of return of 8.68 percent and an authorized return on equity of 10.70 percent.

(4) 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 authOlized rate of retum of 8.74
percent and an authorized retum on equity of 10.50 percent.

(5) 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.

(6) On October 2,2012, a rate case settlement was approved by the Texas Railroad Commission that combined
the fOIl11er Amarillo, Lubbock and West Texas jurisdictions into a single "West Texas" jurisdiction.

(7) The bad debt rider allows us to recover from ratepayers the gas cost portion of uncollectible accounts.

(81 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.

(9) 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 transp0l1s 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 an'angements pro
vide shOli-teml intelTuptible storage of gas on our pipeline. Lending services provide short-term intemlptible
loans of natural gas from our pipeline to meet market demands. Gross profit earned from our Mid-Tex Division
and through certain other transportation and storage services is subject to traditional ratemaking governed by the
RRC. Rates are updated through periodic formal rate proceedings and filings made under Texas' Gas Reliability
Infrastructure Program (GRIP). GRIP allows us to include in our rate base annually approved capital costs
incurred in the prior calendar yem' 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, n0l1hern 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 pmiion 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, filC. (AEH), which is a wholly
owned subsidiary of Atmos Energy Corporation and operates primatily in the Midwest and Southeast areas of the
United States. Currently, tIns segment represents less than five percent of our consolidated net income.

AEH's plimat·y business is to deliver gas and provide related services by aggregating and purchasing gas sup
ply, arranging transportation <md storage logistics and ultimately delivering gas to customers at competitive prices.
AEH also eatns storage and transp0l1ation margins from (i) utilizing its proplietary 21-mile pipeline located in New
Orleans, Louisiana to aggregate gas supply for our regulated natural gas disttibution division in Louisiana, its gas
delivery activities and, on a more limited basis, for third patties and (ii) managing propriet.1.I)' storage in Kentucky
and Louisiana to supplement the natural gas needs of our natural gas distlibution divisions during peak periods. The
majority of these margins are generated through demand fees established under contracts with certain of our natural
gas distribution divisions that are renewed periodically and subject to regulatmy oversight.

AEH utilizes customer-owned or contracted storage capacity to serve its customers. In an effOlt to offset the
demand fees paid to contract for storage capacity and to maximize the value of this capacity, AEH sells financial

9


	1-183 (Cont'd)
	1-184
	1-185
	1-186
	1-187

