


Case No. 2015-00343
Atmos Energy Corporation, Kentucky Division

Forecasted Test Period Filing Requirements
Question No. FR 16(7)(o}

Page 1 of 1

REQUEST:

Section 16. Applications for General Adjustments of Existing Rates,

(7) Each application requesting a general adjustment in rates supported by a fully
forecasted test period shall include the following or a statement explaining why
the required information does not exist and is not applicable to the utility's
application:
(0) Complete monthly budget variance reports, with narrative explanations, for

the twelve (12) months immediately prior to the base period, each month
of the base period, and any subsequent months, as they become
available;

RESPONSE:

Please see attachment FR_16(7)(o)_Att1 for the monthly reports for the period March
2014 through September 2015~ Beginning March 2015 the Company only provides
narrative explanations for each quarter, although budget variance reports are still
submitted monthly, The narrative comments are only required quarterly now as a result
of management's discussion in reviewing the financial information published internally.
The purpose is to provide the information in a more efficient and effective manner.

ATTACHMENT:

ATTACHEMENT 1 - Atmos Energy Corporation, FR_16(7)(o)_Att1 - Budget Variance
Reports.pdf, 77 Pages.

Respondent: Greg Waller
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»Mos·
energy Atmos Energy Cerporatlon

KY!Mid-States Division
Summary - Financial Results

Forthe Period EndedM!ll'Ch '3] ~ 2014­
($oOiJ;s)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

M1'D QTD YTD
Aema.1 ~ BW~l!n'fliv EGQl1 Aetual ~ ~ .E:GQll As.Y!l ~ hdWitri!· 'E'V;;{}1'3

N'et Inccrae. 3'.943· 3.625 31& 4.219 ls.ml 14232 ! ]~596 ; tS.13S 24,970 j 21.137 3.833 28~41S

GroSI;'Proot lS.;4$7 14~S66 'S91 15~104 53.489. ! 511.JSS 1 3.131 ' 56~3'19 93..117 j 88,m 4~:ZZS 101153
·O.b\fexc.Bad Debt" 4378 4:267 Olll 4.858 13..48& " 12..760 . C72:n1 14]30' 2S~700 I 26j96 696 :J.7~97S'

Capita!~rtures 't~C06 6,.186 {81Q.). 7.123 16.,521 : lSA28. rt099); 2().861 34.155·1 37517· 3;3'52- 3S~OGYI'OA.ci Y!DBud. -YTD Ac:t+Bucl' Budgtt
moo:). 'P'Y:W14

MTD: Weatberrelated margins.are($55Ok) ~favorabIe.
Consumption related: margins area positiveS777k becauseof
higher thanbudgeted beatload'factors, Budgeted customer
variance is$13Ok favorable~ Otheroperating revenue is
S"-32k betterthan budget' andtransportation margins are
$141kbetter thanbudget. Marginsrelatedto price? r-at-e~ase

'variance.banneradjustmen~ and'oracle additions are(S140k)
worsetlianbudget.

~ XDl.;, W~tb.er relatedmargins are($S45k) unfavorable.
f C01':sumption related margins areaposittveS4)054kbeca~-Of

I
bigherthanbudgeted·heat toad factors. Budgetedcustomer
variance ,is$OSOk favorable. Otheroperating revenue isS52Sk
hetterthanbudgetandtransportation marginsareS725k'better
thanbudget Margins relatedto'Price, ratecasevariance, baaner
aqjustments~ andoracleadditions are{Sl:n8k) worse than
budget

YTDAct: Y'TDBud ·YTD·1Y'2013

l.:;_:.;'~{.~:;~:~~ !;,s:';.~-~~~:~::r.{~.:.~~;;; ;::':;);~ii~~i::,~{~·J ..0::';.;~: ;~.~~~..?:,i~d·~~,:~~~~ ;!:i!; 5~[ ~~)'~ ;,~ :!:~~~ k~·~.~'j:'~?:P~}~:~{fi;.~~~~.~~;~--;.~~!f::JQ?&~M:0~~~~:j1~~n~1jfjJ-;~~~~~~~A ~:.~-:-:.~~·.~~:i-:~;;:;~~~;[.~;~~-:?:~t ~~~~~,\~ ~:~i': ;'ij·!:F-X· ~::;~·:/:X~ i~(~;;:'t..;·~·~ ~5:~:;(i~_~5 '.-:t':\ .~., ~:f ',~ ~.~~:.. ;:,:'~:.~::',: '::~,::: ::'~ .,': ';;,"J
i
:.\.,:,:~ • : ' .. ;~~·I

"YTDAet Y'J+lBud TID 'PY:z.013

l Mm.:, SSUbillingunfavorable $48~ SSUdirectfavorable
(S168k1Lehorfavorable(S62k)dueto cap rate
'1%l.overtime/~dby~Benefitsfu.vonible (StOOk) due to cap
ratelvarian.ce~ Ou~ide services unfavorable $424.k dueto
BIaoksbttrg VAincident& contractlabor, Employee welfare
unfawrable $30k due toVPP!.M!P~ Marketing favorable
(S19k)doe10 timing,Telecom. fawrable ($Zlk) dueto timing·
and Vemcl'es,favomble(S29k) dueto saleof leasedvehicles,

.x:m~ SSUbillingfavorable ($292k)~ SSUdirect.favorable
($J;203k)~ Laborunfavorable S1&1 k.dUe to overtime, Benefits
favorable($726k)dueto variance,Miscellaneous unfavorable
$139kdueto timing ofKY rate casereversal, OUtside 'services
unfavorable$1)S3k dueto BlacksburgVA incideritIKY rate
caseandVehicles favorable '($SOk) duetosaleof'Ieased vehicles,

~----I
_YTD: Growth tinfavorabJe-$t.584k due to IOlITNNA
funotionaIS,and USNitrogen inTN~ SJ$tem Improvements
.favorable ($2,961k) dueto timing of HabitPurchase Station..gn
systemimprovementproject'& redirectedWMRdollars 16
upgrade projectinKY&.timingof~ in TN~ Structures
favorable ($678k). dueto_timing of buildingprojects iaKY, IT
.favorable (S41Sk) due-to-timing of purchases andOH/Accu rats I

I f3vo~ble ($804k). I

·MTD:' Growth unfavomble S130kdueto TNNA fbno1ionals
andtiIlft'bgofRed SunFarmprojectinV~ System
Improvements favorable ($1,439k) duet~ Unrlng:ofgH system
improvement:In KY,:, System In~it.Y, ~9mble $1~878k

dueto KYlTN' functiona1s~ ICY PRP& OldNashvilleRoadin
TNandOH1Accurals·favorab1e ($S22k).

laSlIfC1y&RtlbbiUty I ImfJ!D"c:I'.tetH$

1I7.cc:lmoJosy .'Ex~c~
~~_."&E~1Id Other

,!~j:";:~.::~\:1:;::i1~_~~;.~~x·f:Lt~;«15:~~_~ ',: :~;~.;:;~ .~~~i:·;t;i~~~~~~~~g:::fJi-j~(.i~;i~~:ir~':rbl~ t;{-:':~(;%~~{~~}~~,~;:~;~;f~::~;k~(;{di;(.i;/:r~~u~:p;.'F;1!tA!L~~~!~!~i~;Ifii.T!.n~~F1.s7;ti{;!i}~::; ~:~i:: ?;~-~~~i~;;?,:2:~;r;~~~m·~~~~,;;;:.~'~:;; {:~~~;~';?~.~~:~;:i~·\::;:;X:)}:~~-)~:~:;.:~~~::.r~;:", ~~r .:~; ;:: :~:?- .-,..~. i:
<I ! r
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CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

energy Atmos Energy' Corporation
KY/Mld-States: Division

Income Statement - Comparative

Forthe Peiiod Ended March 31, 2014
(soo()rs)

Grossprofit:
Delivered gas 12.,457 12~24.0 2.17 13~464 44,44'$ 4~390 2~O55 47,961 76,933 73~961 2;1972 85~422

Transportation ~464 ~322 14-2 2).98 7,539 6,949 590 7!t152 13,766 13,Q42 724 13,424

Otherrevenue 536 ~O4· 232 342 1~:50S 11019 486 1;lO6 2,418 1~889 529 2~307

Total gross proiJt "15~457 14l'866 591 16)104 [ 53~489 50,358 3,131 56~19 93,J17 '8$,892 4~225 10],153

Operating'expenses:
Operation& maintenance 4,.378 4,267 (.1.1'1)- 4,858 . 13~488 12,766 flzii 14~30 25,700 26,396 696 :27,978

Provision.forbad debts 1.29 '59 (16)~ 74 3.63 2()5 '{I5S). 268 521 360 (i61) 473
TotalO&Mexpense 4;507 4;326· {.l8I)' 4~932 137851 '12,971 \88'0) 14~598 26,221 26~756 535 28~4S1

Depreciation & amortization 4347 ~376 29. 4~51 6,999 7~O86 87 7~592 13:0918 14~17 299 1$?132
Taxes; other'than income- 1.,00.7 1~O19 12 1,125 ~ 3~17 .3~175 (42) 3,489 5~4S9 6,.121 662 6:l728

)

\·(B,3~)Total operating expenses 7~861 7/121 l~'4{)Y 8~608 ~ 24,067 23~32 25;679 45,598 47.~0'94 1,496 50,31]

Operating income 7=t596 7,145 451 7~496 f 29,422, 27;126- 2~96 30,640 I 41~S19 41,798 -5~721 50,842

Other-income (expense):
Interest, net (1;123) (lv169) 46 .(1~326) {3:l387) (3l'522) 135 (3~945): (6.,781) (7,068) 287 (7~487)

Miscellaneous income(expense), net 15~. 11.0 40 79 363 ·287 76 2$0$9 8.73 152 121 .3 11 173

Totalother income(expense) (97~) (1,059) 86 (1~247) (3~O24) (3~235) 211 (1~286) (5j908) {6!316} 408' (4~314)

Income (loss) before income taxes 6~623 6,086 537 6,249 26,398 23,891 2,507 29~54- 41,611 "3~:A82 6;t129 46,528

Prov:ision/(Beneflt) for incometaxes 2,680 2,461 ·(ii~) 2,030 ~ 10=,570 9~659 ('9·11.) 11~219 1~641 14:-345 (2,296) 18jlO50

Net' income (loss) 3,943 ,3,625 318 4,219" 1 15,828 14,232 1;596 1"8,135 ________~4!~1Q____ """ 21,137 3~833 28,478

7,575 I 29.785
I

EBITw Actual 1,746 7:t255 491 27)413 2.,372 33~299 1 48,392 ,4~550 5~842 54~O15

DegreeDays- % ofNormal lOO~· iooss I 101% lflo%l 100% 101%

(at/jitstedfor WNA States)

23



ATMOS
ene~y

~ ~ ... • r r ~ _ • _ ~ _ I . "

Atmos Energy ·Corporation
KYIMid·-States Division

Total Spending- Comparative

For the Period Ended March 3"1~ 2014
($OOO.'s)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Labor 889 1)028 139 1;205 l 3,043 3~129 .80
3.

589
1

6,015 6,347 332 7.~185

Benefits 454, .584 130 688 ! 1,510 1:,776 266 1~985 2rt679 3,599 920 3~580

EmployeeWelfare 70 39 (3-·~) 36 I 412 322 '(.99) 447 ~ 847 760 (~7) 853
!

Insurance 34 39 5 44 109 118 9 150 ~ .252 235 (+7)- 271
Rent,Maint., & Utilities 141 136 (5) 212 450 414 (36) 518 ~ 858 858 0 l~OOl

Vehicles & Equip 147 116 29 226 453 491 38 590 913 992. 79 1,146
Materials & Supplies 115 100 (I'~ 113 31'S 301 (t1) 322 610 624 14 618
Information Technologies 16 12 (4) 40 59 36 C~4) 60 6.1 12 11 93

Telecom 47 75 28 91 181 220 39 230 378 432 S4 412
Marketing 15, 46 31 17 132 140 a 157 249 273 24 299
Directors &; Shareholders.ezf'R - 1 1 ... ... 2 2 ;71 ! - 3 3
'Dues& Donations 122. 123 1 118 157 171 14 210 258 48 244
Print & Postages 6 4 {2) 3 12- 12 0 14 ~ 22 24 2 27
Travel& Entertainment 93 '88 ,(S)- 143 .262 255 (J) 316 491 51I 20 ~62

Training 6 20 '14 9- 25 49 24 23 39 80 41 39,.

Outside Services- .990 594 {396):. 1~0'8& ~ 2~700 1:813 (&81), "2,456 4,731 3~798 (9~') 4~763

Miscellaneous ~ 14 17 (69) I (7) (128) !(121) (92) (4) {J 11) (tOj) {I08)
3,142 3~O79 '{63} 3;964 9~807 9,121 y(6~q} .10~996 1 18~351 18~755 404- 20~985

ExpenseBillings 1,236 1~r88 '{48} 894 3'1681 '3~645 {J6} 3,334 ~. 7~349 1,641 292 6t1993

4;378 4;267 (lJ!) 4,858 13)488 12~766. clila. 14~330 257700 26,395 696 27,978
Provisionfor Bad Debt 129 59 (10)~ 74 363 205 ~(15&) 268 521 36n <ll:61l 473
Total O&M Expense .4,507 4,326· g.~;I) 4,932 ~ 13$51 1~71 (880) 14;598 26;221 26,756 535 28,451

l

Total Capital Expenditures 7..006, 6~186 €82D) 1~123 16;527 15~428 (1'~09Q'J 20~867 ' 34,155 37~17 3~362 35:1Q48
Total Spending 11,513. 10,512 (1,Q01) 12,055 30,378 28,399 ~(1;',19} 35,465 [ .60,376, 64,273 3,897 63,499

LaborCapitalizationRates 55~6% 54~'7% .O.~9%. 48..1% 53~5% 54~7% -1.2% 51.1%1 54.7% 54..&% ·O~D'% 52.8.%
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Atmos Ene.rgy Corporatlon
KYIMi'd-States Dtvlsion
Statistic.a) Information

FQrthePeriod EndedMarch31,2014
(S(jOO~)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Volumes (Mmr;fJ:

Residential ·3,302 2,7'()9: 593 3,4&3 1 12,497 10,027 2,470 11,184 t 17,3"65 14~477 2;888. J6~l52

Commercial 1,.812 1,535 277 1~8&6 6~913 5,392 1,521 6,019. ~ 10110"73 8-,020 2~O53 9,071
Industrial 259 347 (g8f 407 1~O60 1~O88 (2.8). 1~384 j 1,864 10'738 126' 2,584
Public,Authorities 206. 175 31 200 742 637 105 651 1.,.072 961 111 991
Irrigation .... - 0 ... .... - 0 - - .. 0

Unbilled (507) (713) 206 (397) (126) (I,272) 546 (186) 1:7530 1,217 3·13 2,275
Total gas distribution volumes 5,012 4,.053 1,019 5,579 ! 20,486 15,872. 4:1614 19.,052 31~904 26,.413 5,491 31~O73

Transportstion volumes. 4~386 3,929 457 3;t932 ~ 12~885 ·11~770 1,115 11,970 I 22;831 2~O.lO 821 22,397-
Total throughput 9~458 l';T;982 1~476 9,511 I 33~371 27,642 5~729 31~022· : 54,735 4~423 6,312 53,470

Customers .(OOO's):

Residential 296 291 5 346 l 295 291 4 346 293 289 4· 343

.Commercial 39 38 1 43 ~ 39 38 1 43 38 38 0 42
Industrial 1 1 0

~~
1 0 '1 1 1 0 1

Public Authotities 2 3 til 2 0 2
~

2 2. 0 2
Irrigation - ... Q .. 0 ... ~ - ""' 0

Total Customers 338' 333 -5 393 337 332 5 392 ·1 334 330 4 388

-...,
404 499·
836 787

25
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CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

aT.OS
'energy Atmos Energy Corporation

KY/Mid-States Division.
Key Balance Sheet Accounts

.For the Period Ended March 31~ 2014
($000'5)

IIIlIIII Construction Work iii Progress ;liaBfMeasure of CashFlow

-=-Gas"Stored Underground --+-Deferred Gas Costs

(29,448)
(16,284)

O~20%

6,124
6,516

9S3~79.6

584,977
23,190
(2,620)
60,516

Measure of Cash F1()W~*

Change.in cash flow from prior year March

Bad DebtProvision as a Percentageof Revenues

TotalPP&E
Net Prop, Plant and Equip
Construction WorkinProgress
DeferredGasCosts
AcctsReo,LessAllowforDoubtful Accts
AcctsRec, Over90Days
Gas StoredUnderground
Customers' Deposits

i Comments:
i C\V.IP:· Downmonth over-month dueto closing oflargeprojects and in line with
1 previous year.
I Deferred GasCosts: Downmonth over monthand'inlinewithpreviousyear.

Continueto be wellpositioned in 1ightof a coldwinter.
Gas storedunderground: Downmonthover month as withdrawscontinue duringthe
wintermonths. In linewith previous year,
Change in cash flow: Changeattributableto changein currentliabilities. ($11.1M)~
deferred gascosts ($488M),.Acets tee S252M, value.of'gas stored underground
($15.3M),.net income ($3.7M),deferredcharges& deferred'credits net to ($2..0M)

f andrelareddeferredincomet.ax($11.0M). j

13~Month Trending

4O~oo6

20;000

scroo

(4Q~OOO)

(~C?OOO)

(60~oo6)

(gO~ooo)

(lrio~oob) _."",.
Mar Apr May' Jun JuI Aug Sep Oct Nov Dec Jan Feb Mar

*_Note: Represents changes in workingcapitaland otherlong-term accounts,
less capitalexpenditures, depreciation, and deferredtaxes. This.measure
is notrepresentative '?fcashflowspreparedin accordance with USGAAP.
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AVMOS'
energy Atmos Energy Corporation

I<Y/Mid-StatesDivision
Summary - Financial Results

For thePeriodEnded,Apn1 3(42014
(SDIJO's)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

N.:ltJ:u:omc

YTDBud :rrb AcH-Bud Budget
F'r.1o]:3 m0l4

MTD QTD YTD
Actual ~ ~ tt.wJ. Actml1 ~. F;tvlt:i~r.uv- EtW1. Actu~J ~ F.wItJrit'iw 'FV'1013

NetInCQme 1~1S3 L4421 tl25~l} 7S3S 1~]83 i 1A42 '(iS9j; '7~538 26..152 r ~57S I 3~574 36,.01.6
11.03.3 t lL1S>S·i J04.314 l

'I~

-Gross Pr<tfit 1]~19S l6S 10.353 Il·~03J. 16S. 10.353- 9:9..924 4..39!l l1tS06
O.&::.}.l exc Bad Debt 4.g84 .4.175 ~ (8{)9) 4~8o.s 4~S41 4.175 fS(9)] :4~808 30.6SS l 3C1S7t I (.] 14r' 32.786-
Capita! Expe-nditares 8.033 6~:1S8 I <tl1:)) 4.726 8.m3 I szss n...1.7.;i)t 4~726 42.·188 I 43~775 I t~S87 3$1.774

YmAd. YIDBud "YTDFY20l3

J ,MID: Weather relaredmatgiDs ar~ ($24k) unfavo~l~. ------n-l
1 Consumption relatedmargins area positive$470kbecauseof !
l higherthan budgeted heatloadfaetors~ Budgeted customer
1 vanatloe is S126k favomble.. Otheroperatingrevenueis

I $212kbetterthan budget Margins related to price,rateease

I
variance, banneradjustments, and oracle additions are ($618k)

. worse than budget.
!
i

J

I
i l! :
1 j

I I

YTD: Weatherre1ated margins are ($569k)unfavorah]~..
Consumpticn related.margins area l'osltive$4';;34kbecauseof
higber than budgetedheat load fActors. Boogeted customer
variance is S806kfavorable. other operating revenue is$740k
betterthanbudgetandtrarisportationfilargios are$723k better
tban budget Margiris relatedtoJ'rlce"mie casevariance,banner
sdjustm~n~ and 'Oracle additionsare ($I,846k) worse than
bu~aet.

."::~:~~;.-;:::(~ ~~,~~::~:?:~>~::~;.~~::·~~'~:~/;'i;?;~'~: ;'j:;~::,~:0.~~~;~i:~~:;~~~:T:~~~-~~:;;:-\~':~~.;.~·'~: :·.~~;{~~~.;i'i~O,18{;M''':;~bi:~DL.'£::EtT:;/.'; :,:~ .~,::,~~:~~i~:;0:f;~::':'.: ;~~~:~ ~::·~::~;·,,:,::~.:~'i,: ~:::,:::~;:~.,-:~: :.:"::::"/,/:.:?;,~:.:.~.,>;~::{:~:~>: -~.:.'~.: ~::;>~.:,"::::: :;.:~ ~'..:.~-; I

~ -.M:rn: ssu btllingfavorable ($28k),. SSUdirectfavorable
I ($197k)~ ~abor fa~rable ($34k) due to caprate l.~%~

Benefitsfavorable ($102k}due-to caprateandvananoe,
Outside services unf~vOrEble.$194k dueto Blac~s.purg VA
incident, ITfavorable ($20k)dueto timingofsoftware­
maintenance, Employee travelunfavorable $20ktiming)

. ReritsfnttlitiesunfaVorable $34kduetoBowling Green
levelizedrentaqjustmentandVehicles favorable ($29k) due
10 ssle.of'Ieased vehicles.

YTI1: SSUbillingfavorable (SS20k); SSUdireetfavorable
{51 )99k), Laborunfavorable $147kdue main1y to overtime,
Benefitsfavorable (S828k) doe mainlyto varianceandOutside
servicesunfavorable S1~47kduemainlyto Blac1<sburg VA
incident

YTD&;t YTDBUd 'YTD FY20JS

YTD: Growth unmvorable $1~4S1 k dueto TNIVA functionals
andUSNitrogenin tN~ Systemlhtegri1y uilfavoTable $1~86k
dueto'functionals andQklNash'ViUe Hwy.inTN~ System
Improvements fitvornble ($~042k) duetotimingofHabit
PurohaseStation,. 8" system improvement in Hopkinsvil1e&
redirected~dollars tou~ projectm KY~ lT/Structures
a combined fu'v.Omble ($977k) dueto timingandOH/accr
favorable($1~71k).

.M-TD: System, Integrity unfavorable $1,.1OSk due to·timing
,of-KY 'F.fW~ System Improvements.unfavorable $920kdueto
timing' ()rtheHopkinsville Str system improvementarid
OH/acer'favorable (S761k).

~:~;~~.:~_:f:~~:~)a~';:~'::;:fJ::,:;·~:·(:~··i~i;~;:~:, : :~ ~~~ ;.1~ :,, ?~;::: ;~1~D2-~:~\;?;~~·~~~~~~t~~~J~~;;,:,7::·~ ; !€~ji~'(;(~~~~~X~~;NZi);EW~¥fjlYsr:~~:;:; ;::?~~~;;~:. :r:~~"0~~~::jf~~·I"~~~,r.·:E~~7·;:~~~-~<:~; :? .: ~ ~~t::,~,:·/·Y:::~·;· ;.:~ .~,,:::~ ~~:' ~.-~..,.. ~~ .:' <.", :~:~.::): :~.:::: I

~ 1 1

..S:llcty&.1W1i:lbUily a lmpt'CV¢m.Cnt$

Q"T~C"Mofomo .,~ft

mSUu~F.F&E=d ofba:-

22



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

. _r_._
~ r r ~ -. r.:._~~ ':.:.:. I I ..

CASE NO. 2015~00343
FR_16(7)(o)

ATTACHMENT 1

.AYhergy Atmos Energy Corporation
KYlMid-8tates Division

Income Statement - Comparative

For the Period Ended April 30, 2014
($OOO%)

Grossprofit
Delivered.gas
Transportation
Otherrevenue

Totalgrossprofit

8;805

1;942
451

11~198

8:s&50

1,944
239

11,.033

(4?)

'(2)

212

165

8~488

1,643
222

10,353

8~805

1;942
,451

11,198

8~850

1~944

239

11J"033

"(4.5)

{2J

212

165

~~488.

1~643,

222

10,353

85.,731
15,709
2,808

l0.4~314

82~811

14,98'5
2,128

99;924

2,926:

724

740
4)390

93:0910
15rJ067

~2,529

111~06

operating expenses;
Operation& maintenance

Provision for baddebts
TotalO&Mexpense

Depreciation & amortization
Taxes,otherthan income­

Total operating-expenses

4~98-4

43

5t027

2~375

1,101
8~03

4:175
43

4,21&
,2~93

996
7.,607

4~808

46
4~854

2~209

926,
7,989

4::984
43

5~021

2)375
l~IO]

asos

4:t175
43

4,218
2~93

996
7.,607

30,685
564

31;249
16,293
6~560

54,102

30~571

403'
30,974
16~610

·7~116

54"!7(jD

·~(ll4}

:(.101) _

'(:175)
3]7

556
598

32,.786
520

33~06

17~41

7...654---
58~301

Operating income 2,695 3~426' (73'i)" 2,364- 2,695. 3,426 "{731) 2,364 50~12 45~4 4,988 53,205

Otherincome(expense):

Interestnet
Miscellaneous income (expense), net

Totalotherincome (expense)

(1,150) .(1.,163) 13 (1,169)
__,4_26_ 157 269 10,589

(724) (l~O(j6) 282 9;420

(1~150)

426
(724)

{1~163)

157
(1:1006)

13
269
282

(1~16.9)
10,5.89
9~420

(7,930)

4299
(6,631)

'(8~230)

908
"(7~322)

300
391
"691

(2,656)

13_~763.

5,107

101%

58,312
22~96

36~016

66~685;379

5)679
(2,:105)

3,574,

37,902
15,324

46~132

22,578

10ao/~

51~51]

43~581

17~429

26.,152-
t
~

12;953 1
j=======.,

11,784
4,246

i
7,538 ~

(462Y

:{25!J.}

"(449J
190

3,583

~420

978

1,442

100% t 10~"

11.,784 1,971
4~246 788

7J538 1,183

=1
12:l95J I 3=-121f4~62)

(4491'
190

{2-S9} _

3,583

1,442

4420
978

100%

3,121

1,l83

1,971

788

DegreeDays- % ofNormal

(adjustedfor 1¥NAStatesl

Income (toss) before -income taxes
PrQvisionl(Benefit} for income taxes

Net Income (loss)

EBIT..Actual
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CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

energy
Atmos Energy Corporation

-KY1Mid-States 0 ivision
"Total Spending- Comparative-

For the PeriodEnded April 3o.~ 2014
-(fJJ00's)

32~786

520

8.,227
4,130

917
309

tI50
1,400

729
100
488
319

1
255
30

,689
57

5~460

(108)

24~I53

8,63'3

3

fl~4)

~(1'61 )

445

1:1052

(?~5)"
~(l~)

{29}

108
]2

"31
59
40

44
3

(4}

45

-(l,;Q{£}
"(9tt)

97
fill).

7,419

4~07

801
277

995
1,192

725
98

507

317
4

216
28

599

89
4,420

(105)
21:0849
8~722

30,571
403

30~685.

564

6,914

3,155

1~26

292

1~024"
1~084

713
67

448
277

I

232

25

603

44

5~498

-ill.2
21~752

8~933

3,.168
1~640

41808 ~

46~

1,042.

550
64
38

149
l

253 I

111 ~

8
76
20

1
11

j

126

19
697

(8~~J.
o

11-5
132

"(43:7)·
2

,,(29)­

29
(2)
20

6
16

o
(~)

1
,(2$)

4

(i4~)

~
'(306)
(503'.)

4~175·

43

t,.673
608

41
41

137
200
101
26
75
44

1

17

4

87

9

622
8

~,094

1,081
3,.168
1,640

4,-808
46

1,042
-550

64­
38

149
253
III

8

76
20

I
11

3

126

19
697-

1,073

608
41
41

137
200

101

26
75
44

1
17

4

37
9

622

8
3~094

l~08.J

4~I75

43,Provisionfor Bad Debt
5,027 4,218" (809) 4,854 5,027 _4,218 . (809) 4,854 31,249 30,974 ·.(Z75J 33,306

itures 8,033- 6,258 {1~~J75) 4~726 8,033 6,25& (l/!J76) "4~726 42~188 43!1775 1,587 39,774
13,060 10,476 :(U84) 9,580 , 13,060 10,476 (:2i584) 9,580- 73,437 74,749 1,312 73,080

ILaborCapitalization Rates 562% 54-.80/0 1.4% 56.1% I 56~2% 54.8% 1~4o/a 56~1% 54M9% 54'.8% 0.1% 53~2%1

EXpense"Billings

Labor
Benefits
Employee Welfare
Insurance
.Rent Maint, -& Utilities
Vehicles, & Equip­
Materials & Supplies ­
InfcrmationTechnologies
'Telecom
Marketing
Directors & Shareholders &PR

Dues & Donations

Print & Postages
Travel& Entertainment
.Training

OutsideServices

Miscellaneous
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Atmos Energy Corporation
KYlMid-States Division
Statistical Information

For the Pedod EndedAprll 3D, 2014
($ooors)

CASE· NO. 2015-00343
FR_16(7)(0)

ATTACHMENT 1

Volumes (Mmcj):

Residential 1~S33 ·1~5.43 290 2,127 J IJ833 1,543 290 2~127 19~198 16~O20 3~lJ8 18;279
Commercial 1~O82 928 154 1,208 1,082 928 154 -1~O8· 11:r155 8,948: 4207 lO~278

Industrial 262 172 90 275 262 172 90 275 2,12.6 I,g09 217 2t>859
PublicAuthorities 119 118 1 141 119 118 1 141 I 1~192 1~(}79- 113 1,,132

Irrigation - ... 0 - - . 0 ... ... - 0
Unbilled (1;140) (784) (3_~(il (1,407) (1,140) (784) {3:5:6) (1~407) 389 434 (45): 868.

Total gas distribution volumes 2,156 ],977 179 2:l344 2~156 1.;977 179 ~44 34~O60 28;390 5,670 33~416

.Transportation volumes 3205. 3~4S3 :·C24'8f' 3~266 , 3~205 3~453 (24&)- 3,16.6 26,036 25~463 573 25,662
Total throughput 5:1361 5,430 :·~6~~ 5"J6l0. ~ 5,361 5,430 -(~9} ~,610 60,096 '53~853 6~243 59~O78

Customers (OOO~):

Residential 295 289 6 292 295 289 6 292 ~ 293 2&9 4 336
Commercfai 38 38 0" 39 3"8 3S:

~J
38 38 0 42

Industrial 1 1 a 1 1 1 ] 1 0 1

PublicAuthorities 2 2 0 3 2 2 o 3 2 2 0 2

In-igation ... ~ 0 ..... .. "" o - - - O·
Total-Customers 336 ·330 .6 33"5 336 .330 6 335 334 330- 4 381

-...,
Employee Count(12..momhaverage) 405 485
Customer perEmployee 831 690
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Atmos Energy Corporation
KY/Mid-States Division.

Key Balance Sheet Accounts

For the Period Bnded April 30, 2014
($OOO's)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Comments:
CWlP: Up month overmonth and year over year, Continue-to try andkeepas low as
possible..
Deferted,Gas Costs: Veryslightchang month-over month andyearoveryear.
Continue to be wellpositionedthe the deferredbalance, !
Gas stored underground: Up month over month and year overyearas withdrawls i
have ceased for thewinter, ~

Change iti cash flow: Change attributable to change in current liabilities $8.SM. i
Acetsree $51tOM, value ofgas stored Underground ($20..6M)~ net. income($9~5M)~. i
deferredcredits $6.9M,and relateddeferred,income tax ($4.8M). I

60~OOb

46,000

20~OOO

(20~OOO)

(40;00"01

(oO;OOb)

.c80~OOO)

(~OQ.b~Oo)

Apt May Jun Jul Aug. "Sap Oct Nov Dec Jan Feb Mar Apr

II!III'lII'Consfruction Workin Progress 1mmltBMeasureofCash Flow

-:r-GasStored Underground -.-Deferred Gas Costs

TotaIPP&E
Net Prop~-Plant and Equip
Construction Work in Progress'
Deferred GasCosts
Accts Reo,Less Allowfur Doubtful Accts
AcctsRec, Over 90:Days
GasStored Underground
Customers' Deposits

BadDebt'Provision as aPercentage of Revenues

Measure of Cash Flow *
-Change in cashflow from prior yearApril

960,685
590,855

25,850
(44Q)

40~392

11~374

6,520

O~20%

(29,321.)
{14,334)

*_Note: Represents changes in workingcapitaland otherlong-term accounts,
less· capital expenditures, depreciauon, i:md deferredtaxes. ThiJ measure
is notrepresentative ofcashflowsprepared in accordance with USGMP.
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ATMOS
energy· Atmos.Energy Corporation

KYlMid~StatesDivision
Summary - Financial Results

For we Period EndedMay31~ 2014
(SO{1t'r$)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

~:!;~~:H :;~:-~~~~·~!:.;:'::::~;i.~5i:;~~-i;:l,~'~~n!.:t·;~i'~',:ji:;i::\~·~(.:q~·,:,;~~~;:)::~,i~~;::f:Y1?{fI~lD~r~~0~1~1~};~·~);'!f?(;~~~T;~,W:~~:.:~?$/U~,MIMt~~~:;~j,;::Y~1:~:·::':S!:~;£·,tl:;~~ ~:1\~?~t7~~;0?~·~~:-;;:;~f1~j,~3.B:;~T~S'~:~l.::-:~~>;~; ;:r';,:~;,:":~·~J:·_·?,:,:: .:. ~,.:-..~;. ';':~:', ',:;::.,;,~1

l\tTD QTD nD
M!lli ~ F~M!;:w .E'tZQ.U At:ttIal ~ r..wNn~ F"'f2013 AdU~l ~ Imld~ FY.20P

NetIncome 5'&9l 258 I 331 ~ 1.772 f ]~700 ; 72: 7~13{) "Z6,742l 22.'837 3,005\ 35.60$
Gto~Profit 9..7161 9.2491 467_ _ 1J..Q£. 2d.9141~ 6j.:! 'I 19A5J 114:.030 I ios.rrs 4,RS7 120..W7
O&Ml!Xl>BadDebr. 4;2.451 4.510 l 26:5 ,rfJ)13 9.,22.9 i 8.685 1 (544),! S"S2! J4~930 1 35~Og,1 lSI l :';6~199

capiml Expenditures 6,410 ~ 6,547 I 137 7..090 14A43 I 12..805 ! o..633)-j Il,.316 4$...5$18 l ~323 '~725 ! 46~864

Nt:llnc:omQ-

YTDAct YTDButl yrp At=l+Bt1l! Bu~
rnol~ YV2014

MTD: We·ather relatedwrgiris are (S17k)unfavorable.
'Consumption related margins area positive$395kbecause of
higherthanbudgetedheatloadfactors. Budgeted customer
varianceis $166k favorable. Otheroperatingrevenee.is$8Sk,
better1hanbudgetand transportatioamargins ar.e'$27k better
thanbudget Margin~.related to pri~ ratecasevaria'D~
banner"adjt1s1ments) and oracleadditionsare (S189k) worse,
ilianbtid¢

xm.:. Weafherrelatedmargins are($5861<) .tmfavorable.
Consumption.telatedmar~ are a positiveS4,929kbecause.of
nigherthanbudgetedheatloadfactors, Bu~aet:ed customer

1 varianceis S976kfavorable. Otheroperatingrevenue is $825k
betterthanbodget and.transportatiun rnargins'are S15Ok.better ~,

thanbudget NIargins related to price,rate- casevariance, harmer
adjustments; and oracleadditionsare(~039k)worsethan
budget -

YTDA:et YrnBud YI'.DPY2013

~:~;~<,~ r~:.: ~~~~:f;'i~:3~:: i.(;~.t:~; ,:,:<~;,~:~:,::,~~~:; ~:~;::;i~~£::f~;·~:;~~:~;·:g~·gi(ffl:~;:~J~;~X~~~~T,;'~!~~;[K~·~:~~~~L~~~~~::'~r~~~~~.~;~J~X-··W:~tr~i{,.~:~B'~'&i.~~::S:Jr:r·.;/}>.:.~:·C~:~,>~~,~{·~:;':'::~~T:, ~J.:::~:~:; ;'~;~ ;'.,~- t::~ .~.:, ~ ,,' ::.-. '-:..:',:';~~ ~",.:- :(.,',;~ ..~; <~-~·.~~~';:~~,?,:;~-;i~':::/:.·~·:~~·r~·":~;,~~:.:· :,.i, :.-..,,'.: ;''j .::••~'~ I

'YTDAct YTDBud

MlJl;' SSUbillingfavorable ($94k)~ SSUdirectfavorable
($92k)~-Laborfavorable C$28k) due to caprate 1~1o/~Benefits
favorable ($184k) dueto caprateandvariance and Outside
Services unfavorable $132kdue10contractmeterreadingand
line loc.ates~

j I

I II

YfD: SSU billingunfavorable $1j 7~.SSUdirectfavorab1e
(SlA9J k)l'Laborunfavorable$119k cme mainlytoovertime,
BenefitS favorable {$l.012~) dueto variaace, Employee welfare
unfavorableS546kdueto'MIPIVPP~ OutsideSe1'Vices
nrifavorable.$1.679 due to Blac1csbw-g VA incident/contract
meterreading/line locatesandVehicles fuvotable (S145k) dueto
thesaleo'foldleasedvehicles,

·1

"lTD: G.rowth unfavorable$1~724k doe to TNNAlKY
functional&. US Nitrogenin rn'& timino:().fArC for 31Win KY.,
System Irriprovemems favorable ($Z,079k) due10 timing.of .
TysOn Foods,sitsystem improvement in Hopkinsville &
'reQire~WMRdollarsto upgrade project:in KY,SyStem
Inte~ty unfavorable $'1~430kdueto.funetiQ11als andOld
NasbviUe,Hwy inm;Public fmprovementstIT/Structures a
combined favorab1e ($1.,455k) dueto timingand·OR'acar
favorable ($1,286k).

MJl!: 'Growthunfavorable $243kdue to timing ofAlefor
31W andfunctionaJs in KY~ Public Improvements favorable
(S194k)due to~tinUng of Joe B'JackscnPhase-Ilin t:N~

Structures.favozable (S156k) duetotiming cjf buildingS in
I(Y!j. Sys.temIntegrityunfavorable$l44k due to·PRP
·functi<mal in KYandOHlaccr favorable (S223k).

~

~ [rJ%1)rnvcmcmts
. E."Cp1Sian

:lI~"&~RclwiUty

!!IT~ll~]~

!#S;mtl1tU'c~.FF&E' lrid'Oillcr

~~;; ~;~:~h"::~.:~~·,::/;':~~~i·:',~~,f"-(.':Jt ~··~~~:0,~:~ ~~~'~ f:;;j.',~~; ~{~;":;~~.:;~;+~: ~1fi~{·~~g~~:,~~:..;:~i(;~ ~~!F f':~;:~~:::,~,; :;;,j:;'~~:~:~~~~ f:~:·:~;j:'~,~~~:~.-·ci~N~p.-i¥A.~':::;!JE1~E'NtD'lt1!,:(fiRtfsi·Tp:;,:-·~.~:~::/~1~.:':;: ,\j;;.t/ :<''':~' r~/g~·:~~:;·: [~'~'::~f~':;;~ t'r;,~~·'}~:::};;.:},~:,!~: ~;;,~~~~~';~~~~,~zr~~~:·,,~.::~ ;:' ~ .~/':~:..,; ,...:~: r}:~~;' >~; I
i Ii i f I
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energy' Atrnos Energy Corporattcn
_KY/Mid-States Division

Income Statement - Comparative

For the Period Ended May 31, 2014

($OOD's)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Gross profit:
Deliveredgas 7~492 1::137 355 7,251 16;1.97 15~987 310 15~73g : 93i,229 '89~948 .3:1281 lOl~162

Transportation 1,945 1,918 27 "1,7.83 3,881 3,.862 25 3~426 : 11;654 16~903 '751 16~850

Otherrevenue 2,79 194 85 66 730 433 297 288 ~ 3~.147 25'322 825 2;395
Total gross p'rafit 9:r716 9,249 467 '9,100 20:0914 20).82 632 19,453 ~ 114;030 109}173 4:185.7 120;607

Operating expenses:
Operation& maintenance 4,245 4,510 265 4,013 1 9,229 8,685 (5~4ft) 8,821 34,930 35,.081 1~1 36,799

J

Provisionfor bad'debts 183 25 (1~~) . 4<)1 226 19 {~'~7) 87 747 438 (So.9J 560
Total o&M expense 4~428 4~54S. 1.17 4,053 9~455 8;764 (691~) 8,908 3S.~677 35~519 (158) 37,.359

Depreciation & amortization 2.;449 2.;,412 .~3~j 2~221 , 4,824 4.,805 ·:(1:~' 4~436 l8~742 19,.022 280 I9~568

Taxes; otherman income 949 883 (60). ]~Q02 2~O'50 1,878 (fii) I1t928 7~S08 7/)99 491 8~656

Total operating expenses 7~826 7~840 14 1;282 j 16~29 15~447 tg~S:2) 15,272· 61,.927 62~40 613 65~"583

Operatfng in com e 1";t890 1;409, 481 1,818 j 4,585 4~3:5: -E25j)) 4,181 I 52~lO3 46)633 5:l470 55~O24

Other income (expense):
Interest,net (1~17t) {1~1(1) ~'i9' (1~144) (2,321) {2;323) 2 (2,313) (9,101) (9;391) 290 (9,800)
Miscellaneous income'(expense), net 263" 185 78- (l~) 689- 342 .347 9,335 1~562 "1:,Q94 468 12,508

Total other income(expense) (908) '(976) 68 (2,~9&) (1,632) (1,981) 349 7t)022 I (7,539) (8,,297) "758 2,708
~
1

Income(lossjbefore income-taxes 982· 433 549 (580) 2!1953 2,8"54 99 11,203 ~ 44~564 38,336 6,22& 57~732

·Provision/(.Benefit) for income.taxes 393 175 tt:.i8} (172) 1~t81 1,154 ,{~?7) 4,073 ~ 17,822 15,499 (ij2S~) 22~124

Net income (loss)
I

~ .. ....... .. ?',!~9_! _ __ __589 258 331 (408) !__________ J~Z2~__ ________..._...1,700. ______ 26~742· ~2l837 3,905 35~608

!
EBIT..Actual 2~153 1~594 559 564 ~ 5~274 5,177 '97 13,516 ~ 53,665 47,127 5~938 61~532

DegreeDays... %ofNormal 88% 105% I 97% 101%1 100% 101%

(adjustedfor-WNAStates)
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energy
Atmas Energy Corporation

KY/Mid-States Dlvlslon
Total Spendin.g~ Comparative

For the Period Ended May 31, 2014
.($OfJO's)

CASE NO. 2015-00343
FR_16(7)(0)

ATTACHMENT 1

Labor 962 1,073 111 1,038 1,9.20 2,145 225 2~080 . 7;l36 .8!!492 556 9~265

Benefits 393 608 215 703 869 1,216 347 1::-253 3~48 4,815 1,267 4~832

Employee Welfare: 107 80 '.'(:t1) 44 5,85 121 ·(464~ 108 1:.432 832 (5~pj~ 961
Insurance 35 41 6 24 75 &2 7 62 327 318 {QJ. 333

Rent Maint, & Utilities 1~8 136 ·(2) 136 304 273 (31J 284 1,161 1~131 (~O) 1~85

Vehicles & Equip 154 191 -37 118 325 391 66 371 1,23g. l,383 145 1~17

Materials:'& Supplies 123 roo ~(73) 137 226 201 ,CiS]: 248 835 825 {l,oj 866

Information Technologies 1 12 11 s 7 38 31 16 68 110 42 108
Telecom 60 77 17 85 130 151 21 161 508 584 76 573
Marketing 7R 48 >(3"0) 56 106 92 (14} 16 355 365 10 374

Directors& Shareholders &:PR - '] 1 - 1 1 O· 1 1 4 3 1

Dues& Donations 27 13· (t4) 17 49 30 (19) 2& 259 289- 30 272

Print & Postages 2 4 2 4 5 ·S .3 7- 27 31 4 34

Travel& Entertainment 83 83 0 144 195 170 l(25} 270· 686 6&1 (sy S32
Training 16' 9 .(Tf 8 21 19 ~) 27 60 :99 39 65
Outside.Services 709 570 (I39~ 569 1~476 1~192 .J2~) 1,266 6~207 4,.990 fi!~21\7) 6,D29
Miscellaneous --llL 12 13 86 7) 23 30 87 (9) (92} '(8"3) (17)

2~887 '3,058 171 3,177 6~287 6!:153 «1314) 6,345 24,639 24~907 268 27,330
.ExpenseBillings 1~358 1,452 94 836 ~ 2~942 2~532 '(4..lb) 2,476 '1{J,291 10,T74 (l'J/i) 9!>469

4~245 4)5'10 265, 4,013 91229 &ll685 ('44) 8,821 34,930 35~O81. 151 36~799

Provision for Bad Debt 183 .35 (14g)~ 40 226 79 (14:7~' 87 147 438' {30~)' 560
Total O&M Expense 4,428 4,545· 117, 4,053 l 9;455 8,764 {a91} 8,908 35,677 35,519 r.{158)' 37~59,

7,090 I 14,443Total Capital Expenditures ~,410 6.;547 137 12~805 (f~'638~ 11~816 ~ 48,59,& 50~23 I~725 46~864

Total Spending 11),838 11.,092- 254 11,143 I 23,898 21,569 "E2:,3t9} 20,724 j .......~.84,275 85$42· 1,567 84,223
:

LaborCapitalization Rates .56..4o/~ 54-8% 1..6% 56.1% 56.3% 54~8% 1.5% 5~J%1 55..2% 54~SO~ 0.4% 53.6%
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Atmos e"nergy C'orporation
KY/Mid~States Division
Statistical Information

For the.Period BndedMay 31, 2014
($OOO's)

CASE NO. 2015-00343
'FR_16(7)(o)

AITACHMENT 1

VoIumes (MJJzej)~

Residential 721 628 93 1,1'18 I 2,554 ~l?l 3'83 3,245 19,9J9 16,.64g 3;271 I9:39T
Commercial 53$ 525 60" 734 : 1,666 1,453 213 1~942 Il~739 9~413 2,266 11~O12

Industrial 110 137 33 151 432 309 123 426 2~% ~O46 250 3~O10

PublicAuffiorities 61 59 2 76 I 181 177 4 21& 1;253 1,137 116 1~O9

Irrigation .. .. a ~ .. _.
0 - l ~ - 0

Unbilled. (291) (353) 62 (693) (1,431) (1~136) (29.$); (2~102)'~ 98 83 '15 114

Total gas distribution volumes 1,246 996 250 1,386 3,402 2,974 428 3,1291 35,305 29,387 '5,918 34~802-

~

Transportation volumes 37 ] 07 3";373 -(16'6) 3~045 6~311 6,826 {5t~)" 6,311 I 297142 28,,836 306 28,707
Total throughput 4~353 4,369 .(16) 4,431 9~713 9)800 '(~~~~ IO;,U40 I 64,.447 58_,223" 6,224 63:r5O.9

Customers- (Ooots) :

Residential .295 288 7 .295 295 289 6 293 293 289 4 331

Commercial 39 37 2 38 ~ 39 38 1 3& 38 38 () 41
1

Industrial 1 1 0

~~
1 0 1 1 1 0 I

PublicAuthorities ·2 2' 0 2 '0 2 2 2 0 2
Irrigation - .- 0 ... 0 - j - - 0

Total Customers 337 328 9 336 337 330 7... ~ .____...._._. __ ... __ ._ .._$~4.1 334 330 4 375

--,
Employee Count(12...manthaverage) .405 472
Customer perEmployee. 833 713.
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13-Month Trending ~

Atmos Energy Corporation
KYlMid-8tates Division

Key Balance Sheet Accounts

For the' Period Ended MaY'31, '2014
($OOO"s)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

1.

Comments:
CWIP: Up month over month and year over year.. Continueto monitor. and-close
projects as theybecome complete.
Deferred Gas Costs: TJp monthover month andyear over year, Are in an, over­
recovered position.

! Gas:storedunderground: Up slightly month overmonth,and up year over year as
summer injectionsbegin..
Changein cash flow: Change attributableto change-in current liabilities ($8.8M),
valueofgasstored underground ($22..0M)~ net income ($9-J:rvn~ deferredcredits
$6.3M, deferred gas costs $25 ~9~ deferredcharges ($2~3M) and related deferred
income tas ($4.8M) ..

601090

40,000

2(r~OOO

(20~OOO)

(40~OOO)

(6b~OOC)

(ioo,OO'O)
May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May

IB!iI!B!I Construction WorkfnProgress ~.!m.!"Measure of Casb Flow

-Ir-Gas Stored Underground -+-Deferred Gas Costs

TofalPP&E
Net Prop, Plant and Equip
Construction Work in Progress
DeferredGas Costs
AcetaReo, Less AllowforDoubtful Accts
Acets Rec, Over 90 Days
Gas StoredUnderground
Customers'Deposits

Bad DebtProvision as a Percentageof-Revenues

Measure,of Cash Flow *
'Change-in cash flow from prior-yearMay

:962~226

594,956
27,703

357
28,528

17~157

6~348

O~25%

(37~8S5)

(14,820)

1 I
"*_Note: Represents changes in working. capital-andotherlong-term accounis,

-less capitalexpenditures, depreciationf- anddeferred taxes. ThiS measure
is notrepresentative of cashflows preparedin accordance withUSGMP"
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~energy Atmos Energy Corporation
KYlMid-States Division
Summary ... Financial Results

Forb Peciod. Er.d~,:JW1c 30~ 2014
-($(J()()~J

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

~f/~;'~~~:>~~~~:~:t~Z~'i -i'~:1-;n:,:;:~~?~[l~.:t~~~\:~~~5~~.:~~~'~;~:'~;'::~~~\':~Di;::~~i~7?·~:':-;:·~':';'-: n~ ~~::~:-~f::i:s:~~m~M}M~..:4:i~ :t6re~-~, ~;~;Vi~::gl~::-\0~:i£Il·~~~~;:ii~~··~·~~~~}rE?~~·~!.P?~;~S;:;,t/},T::::?iX:;;~\:;;~. t.~?;;';:'.~<i ';::::;.'~'!,:';) ~,~:: '::. :..;;::~ >::~: ,:', ';.(::'?:~:' '.:.:I
Nd.J'nt.l:lmc

'YiDettd, \'TO
Fa:013

MtD· QTD vm
~ ~ ~ EQQll. 'A,etual Budget R:w/Hn(.w, FY201~ Aduat ~ ,Fayl!4~r."tV ~

;·(2,3:1) (]23) 1904 I
~

1l58j! 7+0r:rJ 26873l 23-199- 3~674- 35~4g5-Net Income 15'2 .353 2.062 r

Gross Pl'.oftt S~64t S.975 (334) &.318 29SSS I 29.,255 ! Joo 27~832 122.670- I 118'.148 4~~2 128.985
O&M exOBadDClb!: 3830 3".979 149 3'..733. 13.050 : 12..66tt-, 09G)1 12,504 38.760 i 39..0(50 300 4Q5S2
O!P.1talExD"~.dn~res 7J~SO 6.6SS n~~) 6.pfrl 22.323 19.t1$ 1 (2.&60)1 1&.80]"- 56{479 I ·S6,980 501 53:].5]

MID: Weatherrelatedm~ are ($0119 unfavorable.
Consumption relatedmargins area negative(S19.5k) because
.oflo.wertltan budgeted·heat loadfactors. Budgeted customer
van1:tnce is- $l16Jtfavorable. ·Otheroperatiiig revenue is '$:261<;
better than bWigetandtransportation I11itrgins are ($47k)
worse'than budget Marginsrelated to price" ratecase
variance. banner .adjusbnents.andoracle additions are ($l72k)
worsetlianbudget

YTD: Weatherrelatedmargins are{$646k) unfavorable.
Consumption related margfIlsareapositive·$4l'734k because of
higherthan budgetedheatloadfactors. Buagetedcustomer
vananoeds $l~092k favorable, Otheroperatingrevenue is$852k
betterthan budgetandtransportatioamarginsare$703kbetter
thanbudget Marginsrelatedto price" rate case variance,banner
'adjustrn~ and oracleadditionsare(S2~12k) worsethan
budget.

YTDAct· YIDBlld YTDFY2013-

j~~:'~'''~ ;;;~:':"·:~:~':~~.::-\';·-:;Y:~f~":'::~~;;~:'~:,~~~~/o~;~;.:.:~.~~~-;j;~ t~~,;i\~~~~.~ ;:i:·~:~~·~;·~~~~:}·:~!~~0~~i1~ ..~:iS5%~~~ i:~~~~~'lj(;~;'~:~::!:~ ;~;:~;;f.~:~ff&:M~~~ "~"j;~B.~~n~~D;K-B;T;~~'~{i;-;~:·~f~T·~~jJf,~-~~~~~~~~~.i~'~~!~:::~f; '7~~<:~' i~. f;::'~\~:~~i,i,~:f')::::$=)~ ~:.:y: 'H::~: ;:~~:~: ,~: ::~,:::::.:~ ,':';._: ;:--:-,::;.~~ ": '::".';:;.j I

YT.013ucl YrD FY20l3

.MID: SSUbil~ tlnfa'Voraole $871;S?Udirectfavorable
{S180k}1' Labor favorable '(S9~k) due to PTO/cap rates,
Benefitsfavorable(S99k) due to variance/cap rates, Outside
.setVices unfavorable St"66k dueto connactmeterreadingll ine
]oeateslBlacksburE incident,Employee welfaretmfav0'riJb1e
:$SOkdue10 restrictedstock/timiiJgof serviceawards~
Rentslutilities favorable($ltlk) lowerlltfUties/c:ap.ra~
Marketirtgfavorable ($9k)'advertisfugtctIStomerassistance,
Vehicl.es favorable ($25k)lcwervehioleleasesand Dues
favorable(SIlk) timing,

YII'!: SSUbilling-unfavorable$20414·SSU direCtfavorable
(SI,672k),Laborunfavorable $14kdue to OT~ Beneirtsfavorable
(S.l.110k) dueto variance, Employee welfare unfavorable $S76k.
WPI1vIT?T Outsideservicestmfavorable'·$1,.84Sk"due to VA
moidentlKYtate c~e1~or.rtractmeterreadi.ngJline locatesand
Vebfcles favorable($111 k) dueto sale(lfve1licles'lowerleases.

-.~I;; ~~f~:~·,::l;~~! i::,:~,~~ ~.~~!:2·~i.:f~~)~~~~;J~~,~~,~;~~!~ ~~%,:i~~i:'mq.i:~):~ ~;~,$~~: ~ :'~~~:':,:G~ ~i'~f~~:~~;~~~~?:~:/~~D:;;~ ;~:~~~)}:;;};'~:c ~·p~':t#lf:A:(Lj::;:~.t*P"WM~i.R~·~tFt);,:'~:.~B T~.:;-;~,':~:g;·~~~:~;~;:~~~,;K~·~;~}~:~~:,:.~~~~?~~~:U~~·;.~~?;·tF.f:r~J:.~;:: i~.i.;.:~ !~r: ~:!: ~~,.;~~.~.~::~~~~".: ::·<:;Yi '~:~:,!;;: ·l.~.:;H
------ .. ....------------ t YTD; Growth-unfavarobleSI,7.63k duefa TNNAlKY

·fun'etional~USNitr.ogen in TN& timing t}fAICfo~31Win KY7
Structures favorable ($] )-006k) dueto timing ofbuildmgsin!(Y~

SystemIJ;ltp"(ovements favorable ($4173k) due to redirected
mm dollarsto upgradeprojectinKy & timingof Habit
purchaseprojectin KYJ Syst-em lntegrity UL1fiwomble.;$-~441k

duetofanctionals inKYt:rN: FRPm. ICY &.Oldl\tasbviIle H-wy
in TNind Public Improvementsf3.v.orable ($810k) due to timing
ofJoeSJitckoon in1N. I

~ l

MrD: System Integrity nnfavornbleSlPl ]k due to
functionsls andFR.P inKY~Public Improvements'favorable
(5495k)dueto 1imingof JoeB Jacksonin TN& 'I

BristowlLoufsvilleRd & NorthDr & GlassAvein.1('~C

Structures favorable (S244k) duetotiming ofbnildings inK.Y
and OH/aecrunfav-orable S977k. I

I
I:aSnfct'l &.1WThIbi'G1y lI:ll~~~

l:!TeehnoJ~· &p:msion

:S~FF&E.~d:Oth~

22
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energy .Atm,os Energy Corporation
KYIMid-'States Division

Income Statement - Comparative

For the Period Ended"June30~ :2014
($DI)(JfS)

CASE NO. 2015-00343
FR_16(7)(o}

ATTACHMENT 1

Gross profit

Deliveredgas "6;~58 6;971 (3'"13)~ 6,602 22,9:55 22,957 {~} .22~42 99~887 96,919 2,96"8 107~764

Transportation 11801 ·1,848· .(~7): 1,116 5~688 .s~709 (2t) 5~142 19,454 18~751 703 18~566

Otherrevenue 182 156 26 60 912 589 323 348 3,329 2,478" ~51 2,655
Total grossprofit 8,641 8:,975 (3'54)~ ~,378 291-555 29>255 300 27,832 ; 122~670 1'18,14.8 4~22 128~85

Operating. expenses:
,,(~~~J."Operation & maintenance -3,830' 3~979 .149' 3~783 13,060 12~Q64 1~§04 ! 38~760 39,060 300 40,582

Provisionfar bad debts 238 S.4 "(20-4): . 210 464 113 "(3iil) . 296 ~ 985 473 (SI2) 770

Total O&M expense 4,068 4,013 ·($5): 3,993 13~24 12,771 (747) 1~900 t 39,745 39~533 {212) 4I~352

Depreciation & amortization, 2/t79 .2:r442 ,(37]- 2,23Q ~ 7,303 7,247 (S'6): 6/i12 r 21~:?21 21~464 243 21,804
Taxes, otber1han income 954 973 19 834 ~ 3,004 ~852 (1$2:)~ 8,462 8,,972 510 9~489

'Totaloperating expenses 7~Ol 1,428 (73) 7~063 ~ 23'~83] 22~876 ,(955) 22.,334 69,,428 oQ;969 541 12,645

Operatin~income 1~140 '1,54-7 {4Q.7) 1,,315 J ·SJ724 6,379 :{65~" 5~498 I 53~242 4&,]79 5~O63' 56~340

Other income (expense);
Interest, net (1,102) (1,.159) 57 (1~O2) (31423) (3,482) 59 (3:515) -(10~2o-4) (IO,550) 346 (11,002)
Miscellaneous "income (expense), net 442 221 221 235 1~132 565 567 9,'68 2,.004 1~31$ 689 12,741

Totalotherincome"(expense) (660) (938) 278 (967) (2,291) (2,917) 626 6~053 ! (8,200) {9,235) 1~03S 1~739

Income (loss)before incometaxes 480 609 (~~2fJ) 348 3~433 3,462 ·(29) 11;551 45,042 38~944 .6~O98 58~O79

Provisionf(Benefit) forincometaxes 348 246 (tfuj~ 47"1 ~ .1~29 1$400 ({.~S 4,544· 18,169 15,145 G2A~24) 22~594

Net income (foss)' 132 363 'G231) , (123) ~_______~_~Q~. __ ._ ,______ ....._.~.?_9_§~_· ___ '(158)' ~~1~Q9! 26~873 23,199 3,674 ·35,485
j

1~82 1,168 (1:8'(5) i 6,856 6,944 (88)' 15,066 i 55~46 49,~494 5~752EBIT ... Actual 1~550 ! ~O81

DegreeDays... %'ofNormal SOOA. 0%1:: 101%1 100% ]01'%

(adjustedfor WNAStates)
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CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

.rgy Atmoa Energy" Corporation
KY{Mid-States Division

Total Spending- Comparative

For the Period Ended June 30~2014

($OOO's)

'Labor 856 1,~28 172 989 2,776 3,173 397 3~O69 8~792 9,520 728 IO~254

Benefits 456 584· 128 516 1.,325 1:799 474 1,769 4~O04 '5~398 1~.94 5~348

Employee Welfare 72 41 (3~) 55 657 163 (49+), 163 1,504 923 {S'*.I) 1,016
Insurance 43 41 ~}, 32 117 124 7 95 370 359 (I.I) 366
Renr; Maint, & Utilities" 120 136 16 161 424 409 (is) 44S 1,281 1,266 (15) 1,446
Vehicles & Equip 143 168 25 132 468 559 91 5.03 1~380 1,551 171 1~649

Materials &. Supplies 112 100 {t~)· 87 338 301 ~(ji) 335 . 947 925 (22) 953
lriformation Technologies 5' 12 7 I 12 50 38 17 . 73 122 49 109
Telecom 61 72 Ii 62 190 223 33 223 j 569 655 8-'6 635
.Marketing 21 49 '28 19 128 141 13 ,94 376 414 38 393
Directors'&; Shareholders &PR - 1 1 ... ] 2 ".1 1 1 5 4 ·1
Dues & Donations 17 29 12' 33 ! 66 59 f'i) 61 276 317 41 305
Print & Postages 3 "4 I 5 t 9 12 3 12 30 35 5' 39
Travel& Entertalnment &8: 80 {8) 80 t 283 250' {3~). 350 774 762 ,(12} 912
Training 1 9 2 5 .j 28 27 (I.) 31 " '67 107 4b 70

I

OUtside Services 114 588 (".i2'6) 560 2,190 1,780 f41G). 1,826 ! 6~921 5~578 (1i.~ff~5 6,589
Miscellaneous 1 13 12 .83 (4) 36 -40 171 l {7) (74) {(1) 65

2~719 2~9S5 '236 2,"820 . 9;008 9,108 100 9~165 27;358 ~7,863 505 30~150

ExpenseB'IDings i~111 1~O24 :(;S7)_ 963 4,052 3,*556 "t49'~ 3~439 11-;,402 11~197 f2tJ$) 10~432

3~830 3>979 149 3~783 ~ 130060 12~664 ,(32P) 12,604 38,760 39~060 300 40~582

Provision forBadDebt 238 3'4 (!04)~ 210- ~ 464 113 :.(3,5'1) 296" 985 473 (5'12) 770'
Total O&M Expense 4,068" -4,013 (55) 3,993 ~ 13,524 12,777 (741j 12~OO 39.,745 39,533 :{2U} 41!352

~

Total Capi131 Expe:nditures 7~8Z0 6,.658 ~1;ml' 6,9r;J 22~323 19~463 "(2~860) 18,803 56!J479 56,980 :501 53~851

Total Spending 11~48 lil j671 (1,,1Z1D 10;980 35847 32,;240 (3~~"6'7) ~t7Q~j ___ ~~,~24_ 96,513 289 95;403

I
Labor CapitalizationRates 58.7% 54.7% 4.0% 56~8%· ~ 57.0~_ 54..8% 2..2% 563%1 55SOfi> 54.8'% 0.7% 53~9%
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Al'hergy Atmos Energy Corporation
KY/Mid~StatesDivision
Statistica'l lnformatlon

For thePeriodEndedJone30=, 2014
($OOO's)

CAS E NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

"Volumes (Mmcj):

Residential 378 423 (4l?l: 439 I 2,932 2=,693 339 3,684- 20;297 17~O71 3~26 19;836

Commercial 364 420 ~(56) 440 : 2,030 1!'873 157 2,381 12!103 9,893 2~lO ] 1~452

Industrial 128 126 2' 125 ~ :560 435 125 551 2~423 2:1172 251 3~135

PublicAuthorities 33 39 ~6). 43 214 215 (1) 2-61 1~6 1,176 110 Itp252

Irrigation - ... 0, ""' ... - 0 - i - .. 0
I

UnbiUed (110) (91) (19) (12) 1,541) (1,225) {3J6)' (2,113)I (11) (8) '(3): 162·

Total gas distribution volumes 193 ~917 '(124) I~035 4~195 3,891 304 4~7641 36~O98 30,304 5~794 35,837

Transportation.volumes· 3;133: 3,269 ()'36) 3lJ02 .9~444 10;095 .(6S.fy 9~312 31;275 32~IOS ~ 170 31~709

Tetal thr~r(]gbput 3,926 4,]86 (2601. 4,031 r 1:3~639 13,986 {~47} 14;0076 68'~373 62~409 5,964 67~546

Customers (OOOts):

Residential 291 285 6 284 294 288 6 290. t 293 288 5 325

Commercial 38 37 1 31 38 37 1 38· ~ 38 38· '0 41

Tridustrial 1 1 0 1 1 1 a 1 ~ 1 1 0 1

Public-Authorities 2 2 0 2 2 2

~~
2 2 0 2

lnigation ... ... 0 - ""' ... - - 0
.. .. y

Total Castomers 332 325 7 324 335 328 7_ 331 334 329 5 369.

--,
406 457

.818 708'
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CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

#l\TJftenergy

13-Montb Trending

Atmos .Energy Corp.oration
KY/Mid-States Divlsion

Key Balance Sheet Accounts

For the PeriodEnded June 30, 2014
($OOO's)

Comments:
CWIP: Up monthovermonthand year overyear; followingbistoricaltrends-for
summercapital spending.
DeferredGasCosts: Up month overmonth andyearoveryear;are.inagood position
for the summermonths.
Gas stored underground: Upmonth overmonthand year overyear as injections

. continue during. the summer months.
Changein cash flow: Change attributable to'change in currentliabilities$14~5k,.

valueofgas storedunderground($20~3k}, net intome{$8..7k), deferredcredits $8.0~
deferred gas costs ($2~8k),. deferred charges ($22k) andrelateddeferred income tax
$47~7k~

I

I ... .. !

6O~OOO

~~«fo

2O~()(j'O

(20~OOO)

(40~OOO)

(60~{)OO)

(80~OOOj

(lOO~OOO)

Jtm JUl Aug Sep. Oct Nov Dec. Jan Feb Mar Apr May fun.

DllIIIIlIConstructionWotk in Piagress ;Billl!4I·Measure ofCashFlow

-k-·Ges Stored Underground -.-Deferred Gas Costs

TotalPP&E
Net Prop, Plantand Equip
Construction Workin Progress
DeferredGas Costs
AcctsReo,Less Allowfor DoubtfulAcots
Accts Reo, Over 90 Days.
.Gas StoredUnderground
Customers' Deposits

Bad DebtProvlsion as a Percentage ofRevenues

Measure ofCash Flow:*
Changein cash flow from prior year June

968,945
600,515
3],213
3~813

23,201

233'902
q,424

031O/C}

(15,2D3j
43,788

*"_Ngte~· Represents changes iii workingcapttalandotherlong-term accourus,
lesscapitalexpenditures, depreciation, anddefet7edtaxes. This-measure
is notrepresentative o-fcashflowspreparedin accordance withUSGAAP.

-------------_ _-----------------------------------------~,~~_••,~~~.. ~-_ ..¥- _., •••• ~ .. _ ~•••••••••••• ,. ••••• • ••••••••••• , •
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s\TMOS~·
en~rgy Atmos Energy Corporation

KY/Mid-StateaDivision
Sununary - Financial Results

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Forthe Pet.iod Enddi lu1j·~n~2014
(stJOtl$)

i! ~: ~:>:; ~:~ ~:0:: :;:;"~~t ;', ~:::',: i";":";~1.~":~~~~:-~;~ ?';;:! Y~:F"~~:;.. t"~:: [:~ :'1 ::: ~~~ ~~:;::~:~:}>:".::'"-:~~;~ ~~:: "~~ ;,-:~~:~ ~,~ ':;~j :~~-;:~~}:~Y~-:;f,:~~~k7~:;s·r 11~~M~' M~"X~R¥:,i~--~~ ~:-"-:t:~'I~~~~~~~'~~'~t~~~.!=?~::?:~)~~~·:~:::-:-::~~, l-?i ,;~,~:~:,~, ,:,: -' ': i,::;~::::. ~"::¢~),:;;)~;[.~~;:~;: ~;.:::" ;:~ ..:_:::. ,,""- :i;,::f~";-:' ~;~: ~:~":' ',:"~1
r:ctlntDn1(}

YI"DBud Y'I:O hKo!kuf
:FY20l3

MTD 'QTD 'YID
Adnal ~ ''F''.8.v/tinfuy, PY2nl3' ~ ~ ~ .EY2W ~ ~.~ mOl]

NctInco.me 501 109 398: '(223)

~
109- 39!t"~ 27.33.1 i 2-1~:;OS 4.013 35,263

GmssP'rot1t" &.8~ ~676 ~l';' 7."911 S;.SSlO 8.,Q76 214 . 7.911 13:"1."561 t 126'824 4~737 1:;6~S9S

O&:.M excBt.dDt:bt 3$79 4..J4~ UZ 4:MS 3.8?)j-t 4..141 262 - 4:.248 4:2:039 ! -43.101 ~S62 '44~S31

Qiplta1 ~p~rtureS to'04 5~701 (~ 6~.ti50 8;104 ~ 5.102 t;ro2)" 6J50 56.iSS i 52.582 :(4~lO3) 5O~O11

l\1TD: Weatherrelated-margins are ($26k)unfavorible..
Consumption r-elated margins area positive$186kbecauseof
higherthanb,udgeted heatIoad factors. Bnclgeted custorne:r ,
varianeeis Sl21k favorable. Otheroperatin,g reven~e isS30k
bett~r than budgetand ttansponation:margfnt} are S23k better
than bUdget... Margins relatedto price,ratecase.variance,
banner adjuStments,. andoracleaddhions are ($122k) worse
than budget.

.YI:D.: Weatherrelatedmarginsare (S673k)' llnfavorab1e.
Consumption relatedmarginsare-apositive$4;J92Ok becauseof
'ltigber thanbudg~heatloadfactors,Budgeted customer
varianceis Sl;l13k t).vorable.. O~er operatingrevenue:is$831k
betterthanbudgetandtransportation margins. are$7.26kbetter
than budget, Mar,ginsrelatedlnprice,ratecase variance,banner
wjt!StmentS..andoracleadditionsate"{$"-J34k) worse than
budget

YTDAct Y'I'DBud Y'ID PY201J

{~'~J!~~;~<~,;~:.~f:_~} t;'~~:i:>::.~~'}:~~:: ;.~~!':;f/,~::;:7)?8~:1?:~~~Er:~s~~J:J~~~:::X~~~::::,~~0?".~~"~~'~i~;;~~;~~?;~(ii&i'iE;eid1.~:~b'~~j):E~j~~~ ,:;,~:,.:::",I:,:;:'/;'.;,;:~ /.":~~'i ~:: ~ ,.::::"_:,;{~: ;'-~::;it~'!?;~';; {:;~ l:{ ;~! ',:~=:~'};:~:; ~;:) :~. ~~... :~"t::, :'~"; :::',:;":,:,:;:~:; ~~'::<:~:(~~.::~.:' ~:: ::! ·1

l\1TD: SSUbilling unfavorable'$60~ SSt! directfavorable
-($119k)~Labor favorablcr($41k) due to cap ratelOT,·:aenefrts
'favorable ($474k)dueto variance andOUtside services
unfavorable $306k dueto contract meter readlnWBlacksburg
fucidett#line Iocates,

ITO: SSUb11ling unfavorable $2641;. SSUdirectunfavorable
($1 ;791k)tLabor favorable ($17k)dueto capratelSl3/moYing).
Benefits favorable (Sl~608) variance, Employee welfare
,unfaVorable $$64VPPIMIP:J Outsideservices unfavorable
~lSIk due to BlacksburginCid.ent'KY ratecase/contractmeter

\ readingl!in'e locatesandVehicles'favorable{$l9"lk) due to sale
ofvehicles/lowerleases,

'Y'IDAc:t Y'l'DBud: YTD" :FY20D

~ Growthunfavorable$2~119k due tvTNNA1KY
functiOna1s.. misegrowthprojeetsinKY & Red SunFarmsin
V~ System Integrityunfavorable $6~851 k due to funetiona1s in
x.YIINt KYPRP& OldNashvilleH-.,vy in TN~Public
Tmprovem~tslStructuresfSystem·Improvements a combined
favorable (S1.,.3SSk) dueto timingand·OHlaccr ravotabJe,
(S3~17Sk)•

, ":~:: i:~ ~:,i~~;~~:~: '~~::::.v;~~r:'g ~~"~':';.~·i::-~a~1~~~~~K;k~;::~~'·:{~~,t:~b\(~~.~'~~,~f"~;;~~~~:~~~:~~:U~1(~~~~j~:l ~~:~':;~;~ ;:>~'~:.':';'~;~1~i;::;~!J:::~~~tT~t-;~~~tjj.·xp:,~.N<it;i.~V:R,E.s{~~~~~::,:,~:~;':~~::~::{.,::,~;":~;~:~~ ,;:·~~R, ',i::;~·;1';'";.:,: ;', ~~:f' ~~'~~~; ~.~;: i'~~;' ~i·f.~¥;~~,~?~/i':·:~~,~" :l~ ~ ~..;.; ~::'~.~-~':~ ~~'~-::d:~;~::i~,~:: :::~:.-:~ ;:':-:~~. ~.. ~';i~ 1
,

• S~·.&:Rclitt'b-m'ty .!mp~...~~

~Tcclmofugr ~ Exp=sior.

3'Str=~~·n&E =il Otlv='
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Atmos Energy Corporation
KY/Mid-States Division

Income Statement - Comparative

Forthe Period Ended July31~ 2014
($f)OUts)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Gross- profit:
Delivered gas 0,922 6~7~3 159 6,167 6,922 6~763 159 6~.t67 ~ lD6~81d la3~682 3~128 113;931
Transportation 1~794 .1,.770 24 1~671 It194 1,770 24 1,677 -21,248 -20,5'21 727 20;243
'Otherrevenue 174 143 31 67 174 ]43 31 67 3;503 2,621 882 2~121

·Total grossproftt 8,890 8,616 214 7,911 8~890 8,676 ·214 7,911 131~561 126~$24 4;737 136~895

Operating9enseS;:
Operation & maintenance 3~879 4,J41 262 4~248 ~ 3~79 4~141 262 ·4,;248 42,639 .43,20'1 562 ,44,831

Provisionfor bad·qebis· ·S4 33 (I)· 35 34 33 {~) 35 1~O19 506 {£13) ,804

TotalO&Mexpense 3...913· 4~i74 261 4,283 ~ 3$13 ·4,174 261 4~83 43,658 43,.707 49 45,635

Depreciation & amortization 2,501 2~473· (28) 2;259 ! 2,501 2,473 (2'8) ~259 23,.722 23~38 216 ·24~O62

Taxes;otherthan income 872 938 66 867 { &72 938 66 867 9,335 9~11 576 10~356
1

Total operating expenses 7~286 7,'585 299 7,.409 I 7~286 7;585 299 7?409 76~715 77,556 841 80,(l53

5.021Operating income' 1,604- 1,09.1 513 1~'604 1~O91 513 502 54~846 ·49a68 5,578 56~842

Otherlncome(expense):
. 'Interest, net' (1~i6'O) (1~162) 2 (1~I87) (1,1601 (I~162) 2 (1:.187) (111364) (11~712) 348 ·(1~189)

Miscellaneous income(~xpense},.net 394 254 140 321 ~94 254 140 321 2~~99 1;511 828 13,063

Total other income. (expense) (766) (908) 142 (866) (76.6) (908) ·142 '(866) (8,965) (lO~141) 1~176 874

Income (loss) before incometaxes. 838 183 655 (364) 838 '183 655 (364) 45)881 39,127 6~754 57:7'16
Provlslon'(Benefif)'for incometaxes 331 74 >(257) (141) 33.1 74 (2:;7) (14I)~ 18,500 15,81'9 .(2;681) 22;453

Net income (loss) 507 109 398 (223) __ 507 109 .398 (223)~ 27,381 23$08 ~~O73 35;263
_.....................~

l
EBIT ... Actual 1,998 i;345. 653 823 ~ 1,998 1~4.5. 653 &23j ~57,245 50,.839 6,406 69,905

i

DegreeDays ~ % ofNormal 0% 0% ~ 0% 101%~ 1"00% 101%

(qdjuSledft>r.1¥flA.SJates)
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CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

.energy Atmos Energy Corporation
KY1M id:"States Division

Total Spending- Comparative

Por the PerlodEndedJuly31,.2014
($OOO~s)

j
j

Labor 992 1,117 12:5 1,035 992 1~117 125 1~035 1 9,783 lO~'037 854 11~289

Benefits 126 632 506 627 126 632 506 627 4;13Q' 6,030 , 1,900 5,975
Employee Welfari:: 31 ,42 11 42 31 42 11 42 1~535 965 .{57:0j 1,05'8
Insurance 3$ 41 '3 46 3& 41 3 46 408 400 (oS) 412

Rent,Mahrt, &, Utilities 130 136 6 139 130 136 6 139 1,411 1~403 .(8) 1~585

Vehicles & Equip 141 162 21 132 141 162 21 132 1,521 1,712 191 1~781

Materials & Supplies 130 101 (~'9) 99 130 101 (~.9.) 99 1,077 1,026 (~i) 1,U53
InformationTechnologies 3 12 9 9 3 12 9 9 75 ·134 59 118
Telecom 65 70 5 61 65 70 5 61 633 725 92 696
Marketing 69 -50 .'(19) . 14 l 69 50 ,(19) 14 445 465 20 407
Directors & Shareholders &PR - 1 1 - - 1 1 ... 1 5 4 1
Dues & Donations IS- 13 .(5) 22 18 13 '(:?J 22 294 3.30 36 '328
Print & Postages 3 4 1 2 3 4 1 ?J 34 39. 5 41-j

Travel & Entertainment 98 ·73 (25} 83 98 73 (25) 83~ 872 '835 (3:1} 995
Training 2 9 7 7 2 9 7 1: 69 111 48 77
Outside Services 813 567 {3~6) 80S· 873 567 (q,q6) 805 ~ 7,794 6~14S fl,.Q49) 7,394
Miscellaneous 1 12 11 18 1 12 11 1& ~ .(3) (63) ;(60) 82

2,720 3;042 322 3,,141- 2~720 3,042 322 ' 3,141 ~ .30,(>79 30·~O5 826 33,292

Expense Billings 1,159 1,()'99 toO) 1,107- 1;159 It099 (60) 1,107 12;560 12,296 (264) Tl,539
3!879 4,-141 262 4~4g ~ 3,.879 4)141 2'62 4,248 42,63.9 43;201 ,5.62 44)831

Provisionfor.Bad.Debt 34 33. (1)· _3.5 ~ 34- 33 (l) 35 1,019 ·506 {51:» 804

Total O&M~pense 3,913 4,174 261 .4,283 ! 3-,913 4,174 261 4,283 43,658 43,107 ·49 45;635

t
Totar CapitalExpenditures. 8,304 5~702 (2~:~Q2) 6~160 8~304· 5i702 .(2~602i 6,luO I .66;7&5 62~682 (~l'OS·) 60,011
Total Speuding 12;217 9,876 (i;34l) 11,443 12,217 ____.__~~~7fi_ .(~~34J)· ____lQ144;?.~ __ .. ___._____~~9~~43 lO6i389 '(4~Q5tt) 105,646

Labor Capitalization Rates 583% 54.9% 3~5%________???~ I 5&3.%· 54..9% 3.5% 56..9%: S5~8% .54..8% 1.00A> 54.1%

24

'~__ ~I .......... r ......... ~ ....... ~ ... I~ ... ~ ,. ~ - ~ - - ~ ~ - I I ~ I ~ ~



.AThergy Atmos Energy Oorporatlon
KY/Mid-States Division
'Statistical Information

For thePeriod.Ended.July 31,2014
($000'8)

CAS E NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

'Vofumes (Mmr;j):

Residential 347 290 51 317 347 290 57 317 ~ 20,644 17~360 3,284 20,153

Commercial 407 369 44 352 407 363 44 352 r 12~5.11 10,256 1.,255 ]1,804

Industrial 156 126 30 160 15.6 126 30 190 2,579 2,298" 281 3"~295

Public-Authorities 42 31 11 53 42 31 11 53 1~328 1,207 121 1,305

Irrigation - - 0 ... ... ~ 0 .. - 04 0

Unbil1ed 18 C3} 21 -2 1$ (3} 21 2 -6 (Ii)' 17 163
Total gas.distribution voII1Jl1.fS 970 807 163· 884 ~ 970 807 163 884 31~O68 31~11{} 5~958 36;720

~

Transportation volumes 2;964 3~157 f1'.9S) '2.,850 .2.9.64 3:3151 (f~3) 4 850 35,239 35~62 (23) 34~559

-Totsl.tbroughput 3,934 3,964 (30} 3,734 j 3~934 3,964 ~.3,'0) 3,734
1

72~307 66,372 5,935 71,279

Customers (OOO's):

Residential 289" 284 5 289 "289 284 5 289 293 288 5 322

COmmercial 37 36 1 37 37 36 1 31 38 38 0 .40

Industrial. 1 1 0 1 1 1 0 1. I .1 0 I

PublicAuthorities 2 2 {} 2 ~ 2 2 0 2 2 2 0 2
~

Trt~tion - - 0 - - - 0 . - ... 0

Total CUStomers 329 323 6 329' [ 329 323 6- 329 334 329 5 365

Employee Count(IZ-monf}{CrPerage) 406 444

Customer per'Empleyee 810 742
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Atmos Energy Corporation
KY/Mid-8tates Division

Key Balance Sheet Accounts

For thePeriodEnded July 31!l 2014
($OIJO's)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Comments:
CWIP: Up slightly month over-month and year overyear dueto several large
projects,trendingwith higher capitalspending during the lasthalfof the fiscal year.
DeferredGas Costs: Up monthovermonth andyear over year,maintain- a good
positionforthe summermonths,
Gas stored·underzround: Up'month overmonth and year over year as {njections
continueduringthe summermonths.
Changein'cash flow: Changeattributableto changein 'currentliabilities18..7k, value
ofgas storedunderground ($18..7k),. net income (7..9k),deferred credits$8..2k:,
deferredgas costs ($5..3k):l deferredcharges.($4..4k),change'in capital spending
($6.8k) and related deferred incometax $54.5k..

13-MobthTrending
60,,000

40,000

.20~OOO

(10~{lOO)

(40~OOQ)

(60'~OOO)

(80~OOO)·

(l00~OOO)

Jut Aug $ep bet Nov Dec Jan Feb Mar Apr May Jtm Jul

--Construction W6rk in Progress -=s Measure of'Cash.Flow

-a.-Gas StOred Underground ~,Deferred GasCosts

Total PP&E
Net Prop, Plant and Equip
Constmction,Workin Progress
Deferred-Gas Costs
AcctsRoo, LessAllowfor DoubtfulAccts
AcctsReo!! Over90 Days
Gas StoredUnderground
Customers' Deposits

Bad Debt Provisionas a Percentageof Revenues

Measure of cash Flow '*
Change in cashflowfromprioryearJuly

978,566
608,48.0
35~S06

6;351
22,144

3U,026
6,548

"0.31%

{24,666)
39,227

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

"*_Note; Represents changes in working capItalandother lOllg~erm accoums,
lesscapitalexpenditures. depreciation: and deferredtaxes. Thismeasure
tsnot representative ofcashflowspreparedin accordanae with USGMP.
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:lTMOSenergy Atmos Energy Corporation
KY/Mid-States Division

Summary - FinancialResults
For the Period Ended AuSU'st-:n~ 2014

(SofJlri)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

;:.~:,'!~:'~·;~:~'2~',.;:::·:~:/~ ;:~ ~;-:;~~:~:;~t~: 1';fl.~;~ ~~~-:;.~.;.';'~'~<:'::~ i;~=-:-.':~'~:M~<.':;fJ; ~;;-~J }~~:~~:~:'-;~~.,f;tr:~::~~.~ ;~~:~~<·,f~:(E~~;J: f::;:~~~:~~~~~·~~~~~~?~~~~·,tr.~'?M'iM~~;tR:~~~::~l;:~'~f~~_::t:;<~;;;;i~~;·:~;l(~~~~;~~i;::~i,~~:WS~~~~,:i.~~::~,~,;,~*.;'.:'~:::',:.':-i:;:,::':~.~"~ !:~; r}:~=\:'; ~~::i':i:~:~ :~tid,:~; ~:' ;',:;/.~.F':<;:. :::.::;::...;::~~; ;;;~ I
Nd.ln~rm::,

,Yt'DA~l Yl'1l9ud, Y'rO ~~BUi3, :aa~t
.FYlm3 FnUH

MTD QTD .'YTD

~ ~ ~ EY:2QJ1. ~ ~ ~ FY2.01:t ~ ~. F3vlIfnr.w LaQll

Ner:Ineome 375 2B;Z1 93~ ('10) 1 a9~ 21~756 23'.:500 '4.166 . ~~19.3
·Oro,ssPronl: 8.809 S~815 1 "(6)~. il.OS.s~ 11.692 17A91 207 r-JS:96& 140.,368 ],3S~639 4:129 144~SC

O&Mexe Bad Debt 3916 3937 I 11 4110 7_815 . 8,,078 ! 2$1 8-.358 46.575 47.J3S 563 48.940
Catlitl1 Exoemfrtures S.~4 5.1291 fl837)l ·S~733 16~311 < ]~t931 : <{S;4M}[' 14J)9S 74.851 61.911 (&940) tJ8,744

JUi:~'(~ ~'~~1~ U~~~·:;~:~~e(;,~·t~~9 ;r~~~~:~l:,{:~~z;;~~~r~~,~~?;;~~~~f [·~-f~'~~n~W<;~~f1·~:~j~ jf.i~~~}~(i;'l~ji:,tW;"~i~~jf:': ;~~'~,~~i~~i~}JG?liZD~·$S;'~~;.~j,~~,::(i~~~;t' i:tj,'~."~~t:';·L1t:~!':~.h,:~:~~~~s!:rR:l~~~j;~f~~~·?i. F~~~~'i';~7. ~2}:{~,~~~~~:Hr~~:~~ ;.~.(;:·:~i.~:r<;~:~: ;:~~;::<;;_':~ ;~;~ :r·;:; ~~~·~'I:;_~~'~;' ;;.~~:,.::; :~;~,

Y'lDAet YTDBtl4 YTD FY2013

MTIl~ We:rtberre1nted margins are (t4k) mifavorable..
Consumption relatedmargins are a positive $ J11k because()f t
bigberthan budgetedheatloadfactors. Budgefed customer I
'Variance is $37kfavorable.. Otheroperating revenue is $26k
'better thanbucl:gehm.d transportetion margins are($15k) lower
than budget Margins r.ela1eq.toprice,ratecasevarlance,
banneradjus.tm~ and oracle,additions are ($161k}.worsc
thanbudget,

!.In: Weafuerre1ated marginsare ($677k)unfavOrAble.
Consumption relatedmarginsare a pOsitive $S~OSl because·of
higher than budgetedheat lQad faotors. Budgetedcustomer
variance is S1;5.0k favotab!e~ Otber operating teVe!Jl.1e.fs$901k:
betterthanbudgetandtransportation margins are$712kbetter
thanbudget Margins related toprice,ratecasevariance, banner
adjtl5tmen~ and oracleadditionsare (~496k) worse than
budget

I I

I I

~2;:~:,~.:::.::J~[:;'~~f.'f~',~i:i ~ ;~;:~:,J:;f;;:·i ~;·t~\~~·~·,~~~::;:~;_~·~·:;j~~/?~;~:;;~~~·:;:-:.~~nE:{~~1;::?::"~~~;~0~?Z;;.~~~,~:-·::~~;:,:.:!,;;,:;J:]}~;:;~~E~:~<~?O~~E:~e£Cll:;:B\~{b~~jj·.tif:t~:E~~~::,~}:~::';t~\,~~~~t~'~:: ~~~~' :·;',i:::. :Y ~~::: ~;:~ :~:-:~~:~ .>~~ ,I'.:. :::".; :~~~~~~ ~~ 1~{ .\:~:, ~~~~ ~:~ i'~·~: (t:~:f'·::~ h~; ~;i<\~;·~~~·:~~~:~j;,~.~rt~,~~~.~~~~~-!--:;;t

'MT'D: SSUbillingnnfu-vorab1e $79k;ssqdirectfawrable
" ($14k)~Looorfavorable ($87k) due to caprat~Benefits

favoiabTe ($111 k)dueto varianeeceprates, Outsideservices
nofaverable: $207kduetocontractrneter i"eadinWline
locates/Blacksburg incident VelUcles.favoI3bie ($38k) dueto
lower leases/opemting costs/sale ofvehiclesand:Oues
unfavorable$32kdue to timing

~ YfD: SSUbillingunfavorable $34~~ SSU di:rectfavorable
($1~864k)~Labor fa:vorabte ($1tl4k)duemainly to cap rates,
BenefitsfavOIable ($1~696k) variance, Employee welfare
unfavorable$569kVPPIMIP~ 'Outsideservicesunworable
$~:359kdueroBlacksburg incident'KYrate case/contractmeter
readinglIine locatesandVehicles favorable (S229k}tiue to sale
ofvehiclesnowerlease$/ope:nrtitig expenses..

nDAct- YlDBud YrD FY201S

~~~:~;~: ~l~~~~··~{~~f:·i~~~·,r(2~·,'P;~~~~f~~,~~~1~!~~~~·~i~~_ i :t~·f_~)~ :,~it: ~~~~t(Z~.i~1~;~~Hr"f~~N~.,~·~Xt~·:,: :: ~~_~j~:_~~; r;'-:t~ ~if~~:~\'l~~j~i~_~d~Ri f~f.;~ ~~'jtp"E:N'j);f.T.;mR··E:S:";l~~~-~; ~:;~: ;~F:~,':i ,~.-~~::,'\ :,~i~~,~~~~!~,~~~~:'~;:,~}i;~;~~;~~l~~T~~~:~;~~~;~~,:2J]~:~:_:: ':}:1:'·', :;<:::: :~~{:,
, i ii

lt~ord;y.&; 1W!i=b31jt)~ =!r$l:'OV!:lU~($

:IlTt¢hno!c!W_ •:B:pcnsicEI

u~_FF.&E~d OtJJ'X
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.energy Atmos Energy Corporation
KYIMid-States Division

Income Statement - Comparative

For thePeriodEndedAugust 31,2014
($Ooo's)

CAS E NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Gross.profit:
Delivered gas 6~745 6~762 (11)'-. 6,277 13,667 13,525 142 12,444 113;·554 110,444 3,110 120~208

Transportation 1:1881 IJ"89.o (J5) 1~693 3,615 3~666 9 3,370 23,129 22,417 712 21:l935

Other revenue 183 157 26 85 356 300 56 152 3~685 2,778 .907 2;,S07

Total gross profit 8~8{)9 8~815 ~{6r 8;055 11~698 17,491 1P7 15;966 14p~368 135~639· 4,729 144~950

Operating expenses:
Operation.& maintenance 3~936 3;)37 1 4~110 7~815 8~078 263 8~58 46,575 47,138 563 48-;94.0

'Provision forbaddebts 33 33 0 36 ,6,7 67 0 71 1,052 539 (§'13) 8.40
To1al O&Mexpense 3·,96f! 3~70 1 4,146 1,882 8,145 263 8~429 47~627 47,677 50 .49~780

Depreciation& amortization ~539 2,S16 (23J. 2~290 5~040 4~990 (50) 4,548 26~261 26;4:54 193 .26~352

Taxes.,. otherthan income 933 943 10 347 t805 1,881 76 1,714 lO~268 10,854 586 11~203

Total-&p.erating expenses 7:1441 1,429 '~2) .7;283 14~721 15.,016 2&9 14~691 84,156 84,985. 829 87~335,

Op·eratingincome 1,368 1~386 (J;81 172 ,4971 4475 496 1~7S I S6~212 50;654 ' 5~558 571615

Offierincome(expense):
Interest,net (1~131) (t162) 31 (1~115) (2,291) (2,324) 33- (2,362)1 (lZ495) (14874) '379 (13~64)

Miscellaneousincome (expense); net 383 249 134 329 717 505 272 646 2;784 1,821 963 13,.388

TotaJ other income (expense) (148) (9.13) 165 (849) (1~14) (l~819) 305 (1,716)! (9~711) (tl~053) 1)342 24

Income(loss)before incometaxes 620 473 147 (77) 1~457 656. 'SOl (441)~ 46,501 '39,601 6~900 51~639

P.tcvsion/(Benefit)for income.taxes i45 191 (54) (7) 57:5 265 (31.6) . (148) ~ 18~145 I6:rOl1 {~·t34J 22,446

Net.lneome (loss:) 375 282 .93 (70) .882 391 491 (293)~ . ?7,156 . 231590 4,166 35~,193

EBIT- Actual 1,751 1~635 116 1~O98 3~748 2,980 '768 1,911 I 5&~996 52~475 6~521 71,OD3:

DegreeDays ~ o/n ofNormaJ. ·0% 0% ~ 0% 1)%1 10.0% IOlo/c>

(acfjustedjQr WNA'Sttites)
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energy
Atmos Energy'Corporati.on

KY/Mi'd-States Division
TotalSpendinq- Comparative

For thePeriod Ended August 31~ 2014
tuoo»

CASE NO. 2015-00343
FR_16(7)(0)

ATTACHMENT 1

Labor 864 1,.028. 164 977 1,855 2~145 290 ·2;012 !{);t647 11,665 1~O18 1~266

Benefits 443 584 ]41 614 569 1;216 647 1,;241 4,573 6~614 2,041 ~589 .
Employee-Welfare: 47 42 ;~~. 42 77 83- 6 83 1,582 1,006' .(576) 1.,099
Insurance 44 41 ~(S) 32 82 82 0 7'8 452 442 en)) 444·
Rent, Maint; & Utilities 122 136 14 144 252 272 20 283 1,533 1,539 6 1~729

Vehicles& Equip 139· 176 37 131 j 280 338 58 263 1~66.0 1~889 229 ·1,912·
Materials&, Supplies 103 100 :-(3) i32 233 201 ~i): 231 1~i80 1!126 (54) 1:-184

1

Information Technologies .J 12 11 1 , ·4 24 10 10 77 145 68 119
, !

Telecom, 48 70 22 62. ! 113 140 27 123 681 796 115 758
Marketirig 72 51 {21) 99 141 101 :(40) 113 517 516 (t) 506
Directors·& Sbarehofders &PR ~ 1 '1 ... ... 1 i .. f 1 6 5 '1
Dues & Donations 44 13 'i(~·I) s 62 26 .(~.p) 31 ~ 338 343 5 336
Print& Postages 3 4- 1 3 6 8 2 6:- 37 43 6 44
Travel& Entertainment 90 70 ·:(20) 89 188 144 '(44) 172 962 905 ($7.) 1~O84

Training 8_ 9 1 - 5 10 18 8" 12 ~ 77 125 ·48 82
OutsideServices 177 564 {i,ta} 649 1,650 I~131 (51~) 1~454 ~ 8,57.1 6~709 {l~~:Q?) 8!O41
Miscellaneous -2L 15 .{}6) 33 34 28 ,fQ) 50 27 (48) (7::5) ] 16

2;r836 ~916 80
j

5,556 5:958 402 6;162 34915 33,&213~021 I 906 36~312

Expense Billings 1~100 1~O21 :t19r l~O&9 ~ ~~59 ~12Q ·(i3'~) 2!1196 13~660 13~317 (343) 12,628
3~36 3,937' 1 4~110 ~ 7,815 8,078 263 8,358 4~S7S: 47,138 563- 48~40

Provision forBad Debt .33 33 0 36 ~ 67 61 0 ·71 LO:52 539 (3~1~) 840

Total O&M Expense .3,969 3~70 1 ·4t146 ~ 7,882 8~145 263 8,429 47,627 47;677 50 49.,78{)
~
i

Total Capital Expenditares' 8,066 5a29 E1,~S-31), 8,733 16,371 10,9~1 (S,~#a) 14.893
1 74~851 67~911 (6~940) 68,.744

Total Spending 12,fJ-35 '}!199 €2:;'856) 12!879- 24~253 1911076 .(5_~171) 23~22 ~J~~t478 115~588 {§,$90} 118,524
_.__.._..................._!!!I)..... ....!:t:: ::

!
LaborCapitalization Rates 59~7% 54.7% 5..0% 58.0°1ft I 59.0% 54..80/0 4.2% 57-.4%1 56.1% 54..8% L3% 54;4%
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CASE NO. 2015~00343
FR_16(7)(o)

ATTACHMENT 1

• $l YD"iSUllI9.rift'ige rgy Atmos Energy Corporation
KYlMid-'States Division
Statistical Information

For me PeriodEndedAugust31, 2{)14
($OOO's)

Volumes (Mmif):

Residential

Commercial
Industrial
Public,Authorities
Irrigation
Unbilled.

Total gas distribution volumes

3Q9
380

145

36

20

890

·289
352

134­
3.1

20
i8
11
-5
o

21

75

305
310
152
35

-.1
"810

655

788

301
79

36
1,.859

578

725
·260-

62

20~95S

12,891

~725

1.,365

24

37;958

17;649
10~618

2~432

1~238

Q!l
31~926

3~304

1~73

293
127

o
35

6~032

20~458

12~174

3,447
1~340

171

37~59n

Transportation volumes
Totar throughput

3~007

3~897

3,390

~205

.{3·&3?
.(3G.8j

3;258

4~128

5~71

7~830

6~S47

8,,169
38,246
76J.04

38t652

70?578

(406),
5,626

37,817
75,407

319
40

1
2

362

5
1
o
o
o
"6327

287
31

1
2

333

292

38
1
2

289
37

1

2

'329,===

5·

1
o
O.
Q'
6.322

283

36

1
2

322

283

36
'1
2

3

1
o
o
o

-- 4

286

3,7
1
2

326

Customers (tJOO's):

Residential
Commercial
Industrial
Publ1c.Autborities
Irrigation

Total Customers

407
802

438
751
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ATlu~.
energy Atmas Energy Corporation

KY1Mid-States Dlvlslon
Key Balance Sheet Accounts

For the Period EndedA~~ 31,. 2014
($000 1$)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Comments!
CWIP: Up slightly year overyear and in line withpreviousmonth, continuesto trend
with higher capital spending during the last halfofthe fiscal year..
QeferredGasCosts: Downmonthovermonthand in linewithhistorical trends,
Continue to maintaina"good positionduringthe summer months..
Gas storedunderzround: Up slightlymonth over monthandyear over year as
injectionscontinueduringthe summer months,
Changein "cash flow: Change attributableto change in valueofgas stored
underground($Sk),net income ($5k)~. deferredcredits$6~~ deferredcharges

13w.-Month Trending
6(}~OaO

40~OOO

2OtQOO

(20~OOO)

(4lJ~OOO)

(60~OOO)

(80,000)

(lOO~O'QO)

Aug Sep Oct Nov Dec Jan F-eb Mar Apr May Jnn Jill Aug

--COnstniction Work inProgress ~lI!li!I!m"'Measu:te ofCash Flow

--.-'Gas StoredUnderground ---$--Deferred,GasCosts

TotaIPP&E
Net Prop, PlantandEquip
Construction Work in Progress
Deferred Gas Costs
AcctsReo,Less Allowfor Doubtful Accts
AcctsRec, Over90.Days.
Gas Stored Underground
Customers'Deposits

Bad.Debt Provision as"a Percentage of Revenues

Measure ofCash Flow~*·

Change in cash flow from prior year August

985~433

614;168
36,029

6,;574
2~979

35,575­
6~673-

031%

t28~984)

46,612

;t:_Note: Represents changes-tn workingcapitalandotherlong-ten" accounts.
lesscapitalexpenditures, depreciation; anddeferredtaxes. ThiSmeasure
is not representative ofcashflows prepared in accordancewiib USGAAP.
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~energy Atmos Energy Corporation
KYlMid":States Division
Summary .... Financial Results

For the PecicO: Endl:!d. septemb"er"3~ 2014
($OOIYs)

CASE NO. 2015-00343
FR_16(7)(0)

ATTACHMENT 1

?~t;~~S:1~":.!;::r::C7~.~;2~;j~:{{~:s~:r;-::~;~~~~f~~. ;:;~r;;.;;':.~ ~~~:.~~·:~:;~~'I ';::~~'~~iin ?~~.:;~'~::;}~,~"f.:.:;!,:'~ :~. }::.:;~:~~~~'~~:? ~:,.~~.~::r;:};·~·'-·:·r;l;.:!:..~:?'S!.:"O ~~M~;,M~1~~'R;~:y..·(t...j;~-;;:~r ,:; ;~:~,,:,:~:: ~;i·~~iZ:~;,:~":~;,-i:.~~(~}~~~;::.: :•.:,~~. ~{:::..~":i·~?;~"~~,-i.>"': '..~; ::~ :·.~::';';:.-?E:~~· (~~,::;i:, '\ ~;..:~:;'" ::'~.·i;:~-:::~ ;;~:~"~:r.&::: ,>;::~:., :.~, I:.i

MTD QTD 'YI'D
~ 'Budget Favtiln'iav ~ ~ ~ Fav/!.;~~~ FnOT:1 ..8&.tm! ~ ~ EYZQ.l1

Net!nemne I (l,35j)"! 294- (l\&i~)1 (t91Z) {415} 685 «(1:'8-) {2,20S) .'16~401 23.SS4 2.517 33:Z81
GrassPm'fil I 9089 ! $l'~002 s7l 8.,760- 26.787 26..495 292 24.72$ 149.4SS 144~642 4.816 lS3710
O&Mexe BadDOOt I 5.,531 i 4087 (l.4f.t~) ~ 5,855 1;.;I4f5. 12.165 (tfsrJ· 14.213 52,106 51.,22.5 (SSlJ 54.79-$;
Catmal ~pendil:ures I G~671 ~ 4~38S ~g6)~ '8677 2:;.04] 15,,3,16 (7~73.S) 2'3~S'O "81.512 ,..,....zn (9..!!$) '17421

N.:trnaime

Y!DAct Y'JDBud. Yro
fY2.OI:3

MTD: WeatherrelatedI11i1rgins ar~ $16kfavorable.
Consnmpnonrelatedmargins. are a positive:$11·7kbecanseof
b.ig~~ than budgetedhea:t 19=d factors. Budgetedcustomer
variaoo~·is $S8k.favotabla Other{)pemting revenue is $2lc
betterthan bndgetand transportation marginsare: ($2k) lower
than budget "lv.fargins relatedto price,ratecasevariance,
banneradjustmems, andoracleadditions are (S10Sk) worse
thanbudget

l:m.: Weatherrelatedmargins are ($661k)unfavorable.
Consumption relatedmarginsare-apositive.s5.,14Sbecauseof
hig~than budgetedbeatlead factors.Bud~ customer
variance is$l~OSk favonib.Ie. Otber Dpemting revenee is$909k
betterthanbUMetand tral1spot1atinn.nmrgins are$110kbette!"
thanbudget Margins related toprice,ratecasevariance, banner
adj~~ andoracleadditionsare(~60lk) worse than
budget

YrOA¢t Yr.OE:ud Ym t:Y261S:

~: l~F;f ;.:'i~~::3, !V~~::~ :~c;.~ f·;;"~:~:;t; ~,~~t~': .~.1"~.: (~~\',~ ::~~.:-:...~€ ;i~.: :,~! ;.;~: f.":1; ;;·!:r:~l 'iik",T'::}tr,:;:)~ :~~:?;'.:~~.: ~':-;;::~i~'-Z~}~~i:::~:"~:?:-e~:~'Cf~~a: }B.~ It~~ u:'E·:B~~;~:~::,~:~.:}/ ;:,;,~.:'~~X;'~,';",:·;·, ~.: ;/!.~';:;':" 'I'.:::', :'~~:;. ~~; :'-::/:~~:':.i ~:'~:""i::':: ;~::~ ~t~; \~; :.:'?:.' ,: ; ~!: ~::·:;,:;t ~~~ I;3..:~ ~~' ::'~ ~ ~!.:\~.~'~?:~" ;~:?;..:,~: >::' [

YIDAcl YTDBu&

l\fID" SSUbillingunfavorable S296k, SSUdirectmVGrable
($119k}•.Laborfavorable ($48k)OTJcap rate, Benefits
ucfavorabte Sl30k due to variance, Outsideservices
unfavorableSl ~072k dee to LNG plantdemolitioiJlBlad,''SOurg
incident/meter readioglline locate,Vehicles~rable ($36k)
dueto saleofleased vehicles,Employee- travel unfavorable
S31kdueto iorecast trainin~ Mise unfavorable$88kdue to
accrualsandRents/utilities unfavorable $11kdueio
milttiesJbldg maint

YmFY2.015

~ .Y.m.: SSU:bffiing unt-avomble $53~~ SSUdirectfavorable
~ ($1~983k)~ Labor favorable ($152~)due mai.n:ly to caprate,
t Benefitswomble ($1~566k)variance,Employee welfare
i ~~b)e:$515kVPP~~ :MiscuJtfu.~~te~l7k dueto not
t reversmgtbeK:.Ymte-case e:p~ses~ Outsideservices
i unfavorable $3~429k dueto LNGdemolitionfBlacksbUl'g
t inDident/coniraCt meterreadmgtline: locates, andVehioles
! favorable (S265k) due-to operating costs/sale of1eased vehicles,

~
~
1
j

. MfD; System Improvemen!s unfavornbleSl,5ISkduetothe
PembrOke Ra 8J'f in Hopkinsville,SystemIntegrityfaitOraHe

"($2~368k) due to ftmetionals inKY)TN~.KYP.RP& TN
"Wfr; I! oaresfeelr Oro'WthlPubIiclmprovmnenfs /Structuresnerto

,favotable ($5141::) due to.forfeituresandstate road move
·billings and OWacerual unfavomb,]e $~;z32k:.

i :r:m.: ·Gro\Vth unfavornbIe"$1,l23k dueto TNNA tunetionaIs.
1 US Nitrogenand J.aekDanielsinTN &.RedSunFarmsin V~
1 Sysfem. Improvements unfuvorable'S3;263kdoe toPembroke Rd
l 8f t in Hopkfusville~ System. Integrity unfavorable$5~002k due to

KYPRP&.TN functionals'Old NashvilleH~ aed OH!:a.ccrual
favorable ($l~035tl:)_

. § SQiay/,;Mtlbil.ity

rrd~

tIlSti'lh':~ FF.!£S:tndOuv:r

,IIiImj)mv~G:l"d!.

>'&p:m.sion

Z2
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Atmos Energy Corporation
KY1Mid-States Division

Income Statement .-Comparative

For the Period Ended September30", 2014­
($0001$)

CASE NO. 2D15MDD343
FR_16(7)(o)

ATTACHMENT 1

Grossprofit:
Delivered gas 7,01-;' 6,9&5 8~ 6,797 20~739 20~S11 228 19~240 120~627 1]1,430 3~197 127~Cio5

Transportation 1,844 1=,846 ~{1:): 11732 5,519 5,513 (5 5~lO2 24~73 24:263 710 23:1668

'Other revenue 172 111 1 231 529 411 58 ·383 3~858 2,949 909 3~O37

Total gross prniJt 9,089 9~OO2 87 8~760 26,787 2~~495 292 24~725 149~458 144,642 4;816 153~710

Operating expenses:
Operation & maintenance 5!r531 4,087 Q1;:~444-)' 5,855 I 13,.346 12.,165 (J~l$J) 14~13 ~ S.~1P6 51~225 (S~l) 54;795

Provisionfor bad debts 640 3S (60S)· 354 707 101 ·-(6{)6) 4241 1:1692 574 '(l~118) 1~194

Tmal·O&Mexpense 6,171 4,122 (2';049) . 6~209 ~ 14~O53 12,266 .(1~7~7Y 14~631 53~798 51~799 .(1;~99) 55,989

Depreciation&.amortization 2~646" 2~590: (:;~ 2,45'3 -7,686 7:,580 ·tt06) 7~OOl 28,'907 29,044 137 2.&,804
Taxes:other than. income 517 816- 3-59- 909 1 2;322 2;757 435 2,623 10,.7.85 11~730 945 12~112

Total operating expenses 9;334: 7,588 {1;t46) 9,571 24,~6t 22~'603 (1.~4?~) 24~61 93~490 92,573 ·-{9~7) 96~905

Operating income (245) 1~414 ,<1~6s9) (811) 2,726 3~892 :(1,166) 464 ~ ·S5S168 52;069 3~899 56e8'05

IOtherincome(expense):
Interest net (1,188) (1.~172) fj,6)., (1,176) I (3,479) (3.,496) 17 '(3~:53'8). j (131683) (14,046) 363 (14~40)

Miscellaneousincome{expense),net (101) .?-52 ;(9$~1 2jO , 76 754 {6t8) &76 Z,Q82 2,071 11 13~611

Totalother income (expense) (1.$889) (920) (269)" (946) 'I (3~403) (2,742) :G661j (2,662) (11;60.1) (11~975) 374 (923)

Ineome.floss) beforeincometaxes (2~134) 494 (2;b28) (1:1757) (E77) 1,.150 fi~-S21) (2.19~1 ~ 44,367 40~O94 4,273 55j882

'Provlsion/(Benefit) for'income-taxes (779) 200 979 155 (204) 465 669 17,966 16:)210 (1;15~). 22:0601

Net income"(loss) (1;J55) 294 (1;6491_ (1,912) (473) 685 ·(lSS8) (2,205) 1~Ci,~QJ____________~~$84 2$17 ____~;281

EBlT -Aetnal (946) 1~666 (2;612)· (581) ~802 4~646 'n~:844) 1~340 f 58,.050 54~140 3~910 70,422

DegreeDays- %of Normal 41% 21% I 41% 21%1 99% 100%

(adjustedfor·WNA Statei)
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CASE NO. 2015~D0343
FR_16(7)(0)

ATTACHMENT 1

.A!hergy Atmos 'Energy Corporatio.n
KY/Mid-States Division

Total Spending- Comparative

For thePeriodEndedSeptember3P~ 2014
($ObO'S)

(1~148r

(~9'6!-~'·-

·~~i~):
(QO.S) .

:(2;049;J

Labor

Benefits

Employee Welfare
Insurance
Rent, Mainttl &,Utilities
Vehioles & Equip

Marerials& Suppltes
Information Technologies
Telooom
Marketing
Directors & Shareholders &PR,
Dues&' Donations
'Print & Postages
Travel & Entertainmeat

Training
Outside'Services
Miscellaneous

ExpenseBiUings

Provisionfor Bad Debt
Total O&M Expense.

943

707
49
44

147
130
94
12

10
38'

·18

5
1.33

8
1~6S9

96

4,153

1,378

S~531

640
6,171.

1~073

608
43
41

136
166
InO
12

70
52

1

12
4,

97
9

568

13

'3,005
1~082

4:-087
35

4,122

130
.{99}

(15)..
,@)~

(11)'
36

6
o
o

14

I

(6)

(I)
~.(3;6}.

1
(1'~99'1)·;

.($3)":

955

656
530

44
168

73
272

11

83
16

2,798
1~276

126
126
399
410
327

15
183'
]79

80

11

321

18
3,309

132

9,710
3~636

lS~46

7CJ7

14,053

3~218

1,823

126

124

408
504
301

36

211

153

2.
38

12
240
.27

1,699­
41

8,963
3,202

12,165
101

12,266

2,961
l

1~897 j

614

122

450
335

503:
21

206 l

129 ~

I
'61 .

9
312

18

2,460

36. .

10~14tl

~-
14~13· .

424­
14,637

11,590
5~280

1,631
496

1~6g0

1~790

1:;274
88'

752
555

1
3'56

41
1~095

85
10,230

124

31)068.

15!to38

52~106

1,692
53,798

12~738

7~222

1.,049
483

1,674

2~05$

1~7

157
866

568
6

355
47

1,002

134

"7~277

.(34)

36,826

14~399

51,225

574

5~,799

1,148

1~942

·(~-8:7)

.£1.3}
(6)

265
(471
69

11"4
1~

5

(~)

6.
f~))

49
(~953)

(15:81
(242)

\6'$9)
(~~)

(l~11&)

.(l;9·~9)

13,221

1,245

1,630

488
1;897

1~98'5

1,457

131

841
521

1
366

47
1,224

88
9,050

~
40~91

1t:J3304

54,795
1.,194­

55,989

Total Capital Ex;penditu~s
Total Spending

6..671
-~-

U$42
4,3&5
'8,507

(2jS6)
(4~$~>-

8~677

14~886

. -.>- •. . I .
23~041 1.5,316 (1~7z5) 23!570 l 81,522 72,297 "(.9~2S) 77,421.
37,.094 27,582 ..(~~.1~J. 38~207 i 135,320 124,'096 ,(tlt21,.fl 133,;410
-- J

I

1LaborCapitalization'ia!es : 58.6% .54~8% 3.SO/G 57.2%! 58.9% ~~8%:~ ::: 4~1% . ~73%1 56.3% 54.~16 1.5% 54.6%1
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CAS E NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Atrnos Ene~gy Corporation
KYiMid-States Division
Statistical Information

For the PeriodEnded September30~ 2014
($OOO's)

Volumes (Mmr;j): I
j

Residential 322' 298 -24 313 978 817 101 936 ~ 21;275 17~947 3~28 20~771

-Ccmmeroial 418 387 31 402 1~205 lJl2 93 1=,124 13;309 11'jOO? 2;304 1~576

Industrial 138 115 23 146- 439· 375 64 458 2;863 2,547 316 3~592

Public AtithoriUes 42 32 1'0 41 120- 94 26 129 1!406 1;270 136 1~381

~tion .... . 0: - ... ... 0 - - ... c
Unbilled (1) 16 (1"'n - (9) 37 12 25 .(1) 24 5. 19 163

Total gas d istcibution volumes 919 848 71 893 2~779 2,470
309 --:l 3~877 34774 6:t103 38;483

Transportation volumes 3,092 3.258 Ct-66), 2~672 9~O63 9~805 ·(742) 8~7g0 4t~38 41,910 -em) 40~489

Total throughput 4~Oll 4~106 .(9?J 3;565

1

11~842 12~275 (43:3) . 11:A26 ! 80,2]5 74~,684 5~531 7~972

Customers (Ooors)~·

Residential 285 282 3 ·28& 288 283 5 289 292 287 5 316

Commercial 37 36 1 37 37 36 1 37 38 37 1 40

Indnstriai 1. 1 0 1 1 1 0 1 1 1 o 1
"Public Authorities 2 i 0 2 2 2 0 2 2 2 {) 2

lrri~on - - 0 - ... ... 0 ... - - 0
Total Customers 325 321 4 328 ~ 328' 322. 0 329 333 327 6 359

EmpJoyee Count (12-mo'l1th lll1erage) 401 433
Customer 'Pet" Emnlovee 79"8 758

25
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CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Atmos Energy Corporation
KY/Mid-States Division

Key Balance Sheet Accounts

For the Period Ended September 30~ 2014

(SOOO'S)

13-Month.Trending

Comments:
CWIP: Down 'month:over month as jobs were closed. for fiscal year end and.in Iine
with historicaltrends~
Defetted Gas Costs: Down.sligbtly monthover monthand year overyear. Continue
to maintaina good positioncomingout of the summermonths,
Gas storedunderground: Up 'monthover month and year overyear as summer
injectionscontiuue..
Changein cash flow: Changeattributableto changein value of'gas stored
underground{$9..4k),net income ($6":9k)~ changein cap.ex($3~8k)~ deferredgascosts
($5~5.lt;), currentliabilities$16~8k and.Tela-too deferred income taxes $21.4k, !l .

! ~

I 1

60~'OOO

4O~OO'O

20~OoQ

(20otoOOj

.(40~OO(}J

(~O~oOO)

Sep Oct No¥ Dec Jan Feb Mar Apr May Jim lui Aug SeP

- ConstructionWorkinProgress .~Measure'ofCashFlow

........... GasStoredUnderground- -..-DeferredGas. Costs

TotalPP&B
Net·Prop, Plantand Equip
Construction Work in Progress
Deferred Gas Costs
AcctsR~ .Less Allow for Doubtful Accts
AcctsRec,Over90 Days
Gas StoredUnderground
Customers'Deposits

Bad.Debt Provisionas a Percentage of Revenues

Measure of Cash FIDw*
Changein cash flowfromprioryear August

982,605
617~528

28~2lS

9~859

23,043

4O~471

6;&32

0.48%·

(30)829)
21,739

~ ,-Note: Represents dtanges in worki:r.ig cdpitalanddther /(;ing-tefm accoums;
less capital expenditures, depreciation, anddeferredtaxes. This measure
isnotreprestmtdtiPe ofcashflawspreparedin accordance with USGMP.
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Atmos EnergyCorporation
KY/Mid-State'sDivision

Summary - Financial Results
For1i:leP¢riotiEnded~31~ 2014

(So(){)~i

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

,r:~.:··.::',' .-:: ~.:':: );'~ .~... ~': ':. !:;::;.~r.. ;~::· :.:;.::::~;;:':',:~: :~, ;~:t~~:~?}Y:E~~'~:f?H~?;Z0.~~·?~\;:~~:-.~::~;:;';:.--::;J~i?; ~: ;·;:"~~:i ~·_;:T~~~~·~;~~;"~~ !::::~f:;S<tri!,:.M:T-~··.lt~Y"i~~~,~.:~~~~~~~~·~n:~'·:··.~:;;;: ().;~~:(~~~~;~::.~~.~~~:;.:~~' ~.:,~.,.':." ;":~ ',',C~'s),:: :?;~:~;;~:..f:·!:=:r. ~~\ £,~:~-:.l~ ... "".":J ;=:--'·-:~;:~·~~;~;:7·,l
Ncib.~~

Y'IDA=t Y'IDB1i:Ii l70 A~c:l 'Bll~t
FY2Q:t4 mal.5

Mtn QTD TID
~ ~ BxllliiBl..k _rY!Ot4 ~ ~~ Fr.i!QT-4 ~ ~ F-ID'itJ~r;Js. mOJ4'

Net.lneame. IA31 IJ)63 1 368 1.1a2 1..4j:l ~ t063 f 3"ISS i 1,182 lA31 l~(I63 36& 1.182
Gross'P.rofit I IAn: 10..782. j 691 1'0..171 .11..4-73 r Io~m ~ 591 I lo.i71 11An 10~'S2 691 ]o~!71

O&M:exe BadDebt 4.069 4.,356 ! 281 ·4035 4~069 I '4,356 l 2871 4~OO.s 4JJ69 4.356 2Z7 4~03"5

~~entfnures 6.39t 1:1.87 r 296 5.2;29 0.39.1 I ?~~I ~96 ~ $:22,9 5~91 7:1S1 $96 5229

M:I1h Weather related margins. are(S236k) worse~an I ! Yrn.:
btIdgd Consmnption relatedmargins areapositive $199k J
because bfJrlgberthan. budgetedheat loadfactors..Budgeted
easternervarianceis S52kfavorable, Otheroperatingrevenue
is $49kbetted:banbudgetandtrariSpomuio-n~m'e.
$275k bettertbaribudget. Margins relatedtoprlc~ banner
2djtJStnlents, unbm~·and oracleaddftionsare S350kbetter
ibanbudget

Y1DAot YTDl3ud. YTD FY201'4

:,.:~:";~~~.::~~~·~':~~:~y.~~~;~:·}_~::T?~~~!T~~X.~:~.~·~~~::.~~~~:::: " ,(:·~ ; :. :; ·.~ ; ; : , ~ :·; ~ " :·: ~: ·,,, ~:·ci&IM~;ed";·lt':A~:·~D'Eti.if'~: ~ :~'-;·~', :.<: ::', ;,:·:·:·:,i~Z{~·~<::c;~~":;:..,, :/i~t·~-~\:':·>:.::·~~.;::r::~_::t".':;~~r~~':T·~.f::::7: ~:~;-~7J

MTD: SSO: BIllingnnfavornble S46k. SSUDiredfavmab1e ~ I:xm:
(S~3k)~ tabor 'tIUfavo~ble$.541<: due mainly to lumpsum
increases/CT. Benefits.favorable ($1161:) due to,~ance,
Outsid~Servf~mvOTable ($65k) dueto l'e'V~ ofLNG
acernalfu September. Miscellaneous.favorab}e'(SS8k) due
September accrualreversal, IT favorable(;U~) dne10
timingofsofu\laremaintenance, T&E favornbJe($'24k)due
to timing . Vehiclesfavotable (SI7k)ouetotiming.

YTOAct Y.1DBlJd Y'I'D FY2014:

::~-:··::;;·~~·:::·:~:~~;:I:·:t~~;"::~,~.~0f,;d.\;,;;-::.:,~<;;.~:',~~;~~.:,·.~:Z!:;;;!!!;;;P:~:~··\:).\?·0.:~~~~·::~:'~::~J·~~ ·; ~ f~);i;.~_~.~cJ?)~~'FD::k~Dt~:~E"Xit$N~.ij:ti~;i.s~?7;:; :(~ ; : : : ·1 '· ":::· '.(: ~' ~~:~:(:' : ~ ~;:~~~·:~";·r~:; ~ ~~:i ~' ::.:;:~:n:.': ,:)·; :):_-:~ ~ :~ ;~:F~: ;'~ ~ ;:~~i~~·. : ::·:' ~· ~·: :;; · ~~;::.~:· :·~ ·:, ~~.::: -:-:~m

• f Mm.: PublicImprovements favorabre {SI87k)dueto I i YTD: '
timingofHu-y_62,re1oeate inOwenSboro. System
Imprnvements iav.orable ($];5 IOk).dueto timing oi'thc·.
tnm5lIiission leak repair 'inShe1byvllle KY and the
Woodridge'Ave reinforoem=rt& Kiddad extension illTN.
-Sl"StemIntegrity unfavorable $l?037k due to.KY PRPjob-
Frilithi:u Phase IT inBopkin.mlle. OR/Accrualfavorable
CS275k).

:ilS~ety& Rc1~·ti):t •• 1mprcvCJ:t~nts

-=T~0sf· . ~ion
!;lSln:~ FF&EOltIa Oth=-

~"""""'toU= ==~ _L Zl ~~~~~.~~~~----_.--..---
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CAS E NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Atmos Energy Corporation
KY/Mid-States Division

Income Statement - Comparative

For the PeriodEndedOctober31, 2014
($(JOOts)

Grosspront:

Deliveredgas R,937 8,571 366 7~768 S~937 a,S71 366 1~76& ,~3·7 '8,571 366 7,768
Transportation 2;203' 1,927 276 -~O93 4203 4927 216 2;093 2,.203 1~927 276, 2~O93"

Other revenue. 333 284 49 310 333 284 49 31n 333 284 49 310
Total grossprofIt 11,473 10::r182 691 10~171 11~473 lO,78Z 691 ]O~171 11~473 1Di 782 69J 10~171

Operating expenses:
Operation &'mairirenancef 4,069 4,356 287 4,035 I 4~O69 4,356 287 4-:935 4,069 4,356 287 4~<}'35

Provisionforbad depm 44 42 t2} 39 r 44 42 (2) -39 44 42 (2) 39

TotalO&Mexpense 4~113 4~398 285 4,074 ~ 4~113 4;398 2S5 4~O74 4~113 4~398 285 4,014
Depreciation.& amortization 2~556 2,539 fl,7)' ? 301 ~ 2,556 2!r539 :(1.1') ~301 2~556 2:1539 ·(11) 2,301-,

Taxes,ather than income 1:1021 1;034 13 910 1~021 1~O34 13 910 1~021 1~O34 13 910

Total·operating expenses 7":1690 7,9'71 281 1,285 7,690 7,971 281 7~85 7~690 7~971 2&1 7~285

Operating. intome 3~783 ~811 972 2~886 I 3,783 2,811 972 4886 I 3:f783 2;811 972 4886

Otherincome(.expense):
Interest, net (~154) (1,221) 67 (lJ32) (1,154) (1,221) 67 (1,.132) (1,154) (1,221) 67 (1~132)

Miscellaneous Income (expense}, 'net (26~) 174 1(43;7). 230 (263) 174 €4~,1J. 230 (2'63) 174 (4SF1) 230

Total·9therincome.(expeD.se) (lA17) (I~041) (370).~ (9{}2) ·(lAI7) (1,047) (37(}J (902)1 (1,417) (1:r047) (3';'0.) (902)

Inc-ome Ooss) befbreincome taxes ~;366 t.764 -602 1~984 4366 1~764 602 4366 1~764 602 1,9841:.984 i

Prqv.ision/(Benefit) for incometaxes. 935 701 :{;!34): &02. 935 701 (234) 802 ~ 935 701 (23.4) 802

Net income (less) 1,431 1,063 368 .1J.82, 1,431 l~O63 368 1,182 ~ lA31 ~O63 .368 1~182

EBIT ..Actual 3~20 2,985 535 3~116 ~ 3)520 2;985 535 3,1161 3,520 2j85 535 3,116

~DegreeDays ... % ofNorm:al 900t'o 9'5% } 90% 90~ 95%

(ar;fjtrstedfor' WlVA. States)
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CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

energy
Atmos Energy Corporation

KY/Mid-State.s Division,
Total Spending- Comparative

\ 'For the Period Ended October31, 2014
($OOO~)

Labor 1,.111 1,0:50 "(61) 1,007 1~ iII 1,050 .(6:1) 1~007 ~ 1,111 1~O50 (61) tOO7
Benefits 3"83 497 114 (1) 383 497 114 (1) 383 ·497 114 (1)

E~pIol'ee Welfare 90 34 {6) ,116 90 84 (~) 116 90 84 (61 116

Insurance 33 44 11 40 33 44 11 40 33 44 ]1 40
Rent,Maint, & Utilities 139 129 ,(to} 145 139 129 (10) 145 139 129 (l(n; 145
Vehicles & Equip 154 In 18 166 154 172 18 106 154 172 18 166
Materials & Supplies 111 103 (S) 121 111 103 ·CSl 121 111 103 (~5 121
InformationTechnologies ... 3·3 33 S - 33 33 5 - 33 33- 5
Telecom 56 66 10 43 56 66 10 43 56 66 .10 43
Marketing' 22 59 37 26 22 59 37 26 22 59 31 26
Directors&.Shareholders&PR .. 1 1. ... - 1 i .. - 1 1

Dnes·&Donations 23 -26 3 13 23 26 3 13' 23 26 3 13
Print & Postages' 2 ... 1 4 2 3 1 4 2 3 1 4..Ji

TIavel'& Eiltertaiftment 11 91 20 45 71 91 20 45 71 91 20 45
Training 6 10 4 4 6" ·10 .4 4 6 10 4 4

Outside Services' 615 686 71 777 615 686 71 177 615 686 71 -rn
'Miscellaneons (90)- 5 95 3 (90) 5 95 3 (90) 5 95 3

2;:726 3!O59 333 ~514 2,726 3~OS9 3'33 2~514 2;726 3~O59· 333 2,514

ExpenseBillings 1:3.43 1;297 '(46) 1;521 1,343 1~297 '(#j) 1~521 1~343 1;297 (46) 1~521

4~O69 4~56 .281 4~03-S 4~O69 4~356 287 4,035 4~O69 4,356 ~7 4j035
Provisionfor BadDebt 44 it2 li) 39 44 42 ~} 39 44 42 (2) 3~

Total O&M EXpense 4,113 4;]98 285 4,074 4',113 4~98 285· 4,074 4,113 4,398 285 4,074

Total Capital Expenditures 6,391 7;281 ·896 5;229 6~391 7-:287 896 5~229 6,391 7,287 896 S~229

TotalSpending ·10,-504 11,685 1,181 9~303 10,504 11~685 1.181 9~O3 10,504 11t685 1,181 9,303

LaborCapitalizationRates 56..8% 55..4% 1..4% 56..7% 56..8% 55.4% 1..4% S6_~7% 56~8% 5~:i4% 1.4o/G .56.7%
_..- _._ .._.__.................. _............_.... -_._------------- -_ .._------- . _...
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.A'fhergy Atmos Energy Corporation
KY/Mid~StatesDivision
Statistical lnformation

For-the Period Ended October 31,2014

($OOO's)

CASE NO. 2015-00343
FR_16(7)(o)

ATIACHMENT 1

~ ~:"~~~ ~ I ~ r '''' r~,' ... ~;

Volcmes (Mim:J):

Residential 439 521 .t$~Z} 374 439 521 {$):'- 374 439 521 (813:< 374

Commercial 515 542 E21)" 501 5.15 542 (2Tf 501 515 542 _(21)",' 501

Intittstrial 156 109 47 153 156 109. .47 iss 156' 109 47 I~'"-'~

PublicAuthorities 5.1 S7" (~} 43 51 57 ,'·C-6j·" 43 ,51 57 (?}. 43
Inigation ... .. 0 - - - 0 ... ... l.o o
Unbilled 366 350 ]6 428 366 350 16 428 366 350 16 428

Toral.gas distn1Jutionvelumes 1~27' 1/579 (5i) t499 1,527 1~579 (52): 1~499 1":,527 1~?19 "(52} "1.,499

Transportation volumes 3~470 3:l~11g 452 3~252 3,.410 .3,018 452 3)52 1 3,.470 3~O18 452 3~252

Total throughpot 4~991 4,597 400 4,.751 4~997 4,59.7 400 4~7S1 ( 4~997 4~597 400 4;751

Customers (0.00 raj:.

Residential 28'8 286 2 289 288 286 2 289 183- 286 2 28.9

Coxnmercia1 37 37 0 \31 37 37 0 "37· 37 37 0 37
Industrial '1 1 0 I 1. 1 0 1 1 1 0 1

PublicAuthorities' 2 2, 0 2 2 2 0 2 2 2 a 2
Irrigation - - 0 - ... - 0 "'t ... - 0

Total Customers 328 326 ,2 32'9 328 326 2 329 :328 326 2 329

L d Hi id

Employee. Count (12...month. average) 408 428

Customer per~II!'Rloyee 80S 769
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13-Month Trending
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Atmos Energy Corporation
KYfMid-States Division

Key Balance Sheet .Accounts

For the PeriodEnded October31, 2014­
.($OOO's)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Comments:
·CVVlP: Up everso slightly.InQnth. overmonth.and in linewith previous year,
Deferred Gas Costs: Down month over monthand year over year, Continueto
monitorandmakeadjustnlents whenpossible;
Gassto:redunderground: Up monthovermonthand-year over year aswe continueto
injeetgas prior to the heatingseason.
Change in cashflow: Change attributable to change. in valueof gas.stored
underground($8~4k), currentliabilities-$232le, deferred gas costs ($82k) and related
deferred incometaxes$31.:5K

60~OOO

40;000

20~OO{}

(20~OOO)

(40~o60)

.c60~OOO}

'Oct Nov Dec Jan Feb Mar Apr 1v.fay Jun Jnl Aug Sep Oct

- ConstructionWork: inprogress ~Measure of Cash Flow

-t-GaS StoredUnderground -+-Deferred GasCosts

To1a1PP&E
Net Prop,Plant -and Equip
Construction Workin Progress
Deferred Gas Costs
AcctsReo,Less.AllowforDoubtful Accts
AcctsReo, Over90Days
Gas Stored Underground
Customers'Deposits

Bad Debt Provision as a Percentage ofRevenues

Measure ofCash Flow '*
Change in cashflow from.prioryear October

986,769
621~25

29,218
1~63·o

24~246

45~862

7!OQ7

0.24%

(3,587)
31~l07

~..Note: Represents changesin workingcapftalanaotherIOl1g...termacarunis,

lesscapitalexpenditures, depreciation" and rJeferred taxes. Thi$:measure
is notr(~pr~.$e11tative ojcash.flowspreparedin accordance with US'GAD.

26
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J\TMCS
enerltV' AnnesEnergyCorporation

KYlIYfid-States Division
Summary - Financial Results

For'd1e Period Ended November30~ 2014
.'($ooOts)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

>~'::'.{".';.: r-.':••:.... :"<":(D.~: f/'·;: ~s :~t!.x· :-:: :~. ::~:~.\-.; ': ';:::.::r. :':~ ·~.-.c~\ :~.~: ~s ~ ~~, ': i;;f~ '..:;': ::, ;: ::,; •• :-: .. :.': :~~ ~'~._.::':,.;:-':' .~:?;;:~J:~·~-':~:T:~§:-::tf~M·:$i:~A~R:'~y :~~~ ,.:;>: ...•'~ ~.;~' ;.:~~. r: ~~: :;:,'.:: :~".: ::~':::..~ !,'.;' : ~::':::~ : ''-'.:.~.~ ~:.;. ~'.•.-..,•. u. : •• ,: ~:.~, .',.:•••~.,' .,~.~: .,: '?- :~ -',:..~:-;:.... '~ :::~.. ;---,. ;':- :.. :~.- -, '.:..... ;..-" ::1

Netlncame

YTDBad vm Aet+Bnd: .Btld$eL
mOI4 FY20l:li

M'ID Q1D YID
~ Bud9;et .F'IlvJitnfuv 'FY2014 AmY!l ~ Em!lI)~x E.am:1 ~l ~F~'FV"1014-

N'ct'fucome 3~2381 2-830 40s ZdlS 4~659 3..sro 116 3.902 ~669 s.sss l 7761 3S1O'2
GW~'ProTlt 14..170 ! 13~506 S64- l~m :lSM-Z 24.3&8 1.:254 2S~163 25~642 24.:!SS! 1..254 j 23~153

ow excBadDebt 3,,9ssl 4.070 112 3~829 B/J').7 8.426 :;99 1854 ~027 ·8,426 ~ 399 I '~SS4
Ca,itaIExm:nijiwres 5.547 l 9..895 4.348 6~47& il.938 11~1s2 S..z44 11.705 11..93"8 17~l:82 : 5.244 ! 1]~705

~ Weath'erreIared marginsare$215k betterthan budget,
Consumptionrelare4marginsare a negative($65k)becauseof
lowerthan ~uag~ed heatload factors. Budgetedcustomer
variance is ($36k)unfavorable. OtheroWrating revenee is
$Slk:betterthan budgetand n-ansportaIion.margirts are $2691;:
better-than budget. l\1argins relatedto price,banner
adJuStmeiIts.,.uiiliilled; andoracleadditionssre $131k better
than budget

YTD: 'Weather relatedmargins are($21R) worsefharibudget,
C01lSUmption related margins are a P9sitive$133k·becaus:of
higherthan budgetedheat-loadfac1:o.rs.. Budgetedcustomer
V3riance is $16k favorable. Otheroperating revenue is$1Qote
bettetth;anbudget and trans.portanon marginsare$S44kbetter
·Winbudget, Mal'gin5 relatedto price,banner-adj1.1'Stl'netlts~
unbill~ andoracleadditions.are S4S1kbetterthanbudget

YTDAd. YI'DBlid . YrD F.'V2Q14

:;, ~~J·:·y:·;; ~;,,~~~~.::~,\':~~~~: ':~ :-f!::?~:::,;~:U.?: :~>:.;.:~. ~:. ::.~.'~:::;t:;.~:,~,: ~:::~r~:::t::~!::Y;~·;:·r':~:.~·~:,:,~ ;~:~.~.: ~:: ::[:~ :;.~ :,.',:::Y::i }:,:;/.::>:. :';·o:~&-M.~\~ ii·~·~,jB;t-;D~.:!J:j·:x;.j:-T!.7; .::~: .~I:,~-~ .:~ ',:: ~ .::~.-.::.! ~'.' -: ~~'::; :';'.;..:~ ;,,_.~, ....;:-·i;.': :·:.F7.:~:r';~~.~~'~;~·-;·:~:'~:~~0::~~·Y~~"~·:' .:..:::./ .. ;" ,', {

MIn.; SSUbilling·favorable ($27k)~ SSUdirectunfavnrable
$23~ Labor umav.o;rable $23k due to oveiti.me~Benefits
favorable ($24k).'due to vartance, Outsideservices 'favomb1e
($99k)due to timing of legnVeontmct lebcr, Vehicles
favorable ($Ilk)lo~~peratingcosts/leeses, Msce11aneous.
unfavorable·S.5.9k dueto ICYSDR'and'thefollowing area11
due:tt;; pining;.D~ (.$19k)~ Marketing($16k)andEmpfuyee.
Welfare($ 13k).

XIJ!~ SSUbillingunfav~b1e S19~ SSUdirect favorable
(S10kJi'Labor unfavorable$78kdue mainly to overdme,Benefits.,
favornbte .(S141k) variance,Outsideservicesfavorable($166k)
tinUngIBlacksburg arnortizstion, IT fuvOrable (S4!k)'tiniingof
softwaremain~ Vehiclesfavorable ($28k)loweroperitfng .
costs/leases, the follewingareall due'to timin&Dues ($20k1
Markeringl$30k)~ l\.1iscellaneous (S3Dk)and Employee Travel
($27k)~

Y'1'DAct 'Y1'D3~ d ·"i7D.:FY?-014

:J;lS:jftiy&.Jto=bni1y UJmpl'tWl:m~(s

lZTQClulolo:gy .EY.tJMSitln

~ StruI:b:lrcs..~=ug;·Ol,b~

MTD: StI'uhtmes favomble ($2J79kJ tUningof FranklinTN
office,. PuoHe.Improvements favorable(S6nk) dueto timing
o-fHwj62&}.Aaxon RdtnKY,SystemIntegrityfavorable
($961k) due toKYPRPand funoti!lnaJs in.KYNA·and
System Improvemems favorable. (S414k) due10timing of
regulator station upgrade and Carotbnrs R.dbridge:in TN.,

- XID; Stru~reS favora&le'($~190k) timingofFraJildin'IN
offlce,PublioImprovements favorable(SSS9k)du~ totiming of

~ Hwy62& MaxonRd in KYand System ImprovementsIfavorabJe·($l~924k) due to timing ofKiddRd/Re'serves to Pbit
R,).yaIJC2rotbursRrlJa TNandtransmission teakr-epair inKY.

2.1
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energy Atmas Energy Corporation
KYIM'id-States Division

Income Statement - Comparative

For the Period Ended November30., 2014
(sono's)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Grossprofit.
Delivered gas 11;463· 11;219" 244 10,788 20,400- 19:1790 610 18~S56 20~400 19;79Q 610 18~56

Transportation 2;393- ~124 '269 1,951 4;;595 4,051 544 4,D5~ 4;595 4r051 544 4;QSO

Otherrevenue 314. 263' 51 241 647 547 100 551 647 541 ]00 557
Totd gross prfllrt '14,170 1~606 564 1~992 25~642 24,388· 1,25.4 23~163 25,642 24;388 1,254 "23,164

Operating expenses:

Operation, & maintenance 3~958 4:1070 112 3,829 8:027 8:426 399~ 8,027 80'426 3~9 1~864

Provisionfor bad debts 56 55 ~(1) 52 100 -98 .(2) ·90 100 98 (2) 90
TotalO&l'¥1 expense 4,014 4;125 111 3;,881 8~12j 8,524 397 7~954 ~ 811127 8~524 397 7;954

Depreciation & amortization 2~576 4538. ·~(38) 2,305 5,.132 5'~O77 {55} -4,,606 ~ 5:1132 5,017 '(55) 4~606

Taxes, other than income 1~12'7 1;l101 (20) 1:,072 2*148 2~141 -(7)' 1.981 I 2,148 2~141 C:n 1!r981

Total' operating expenses 7~717 1~770 53 7;258 15,407 15,742 335 14~41 15;407 15~142 335- 14,541

Operating.lncome 6,453 5,836 617 S~734 10,235 8,646 1;589 8~622 I 10,235 8~646 1~89 8,.622

Other income\expense):
Interest, net (1,10:8) (1~194) 86 (1,140) (2,262) (2,.415) 153 (2;272) (2,262} (2,415) 153 (J.~272)

Miscellaneous income(expense), net 9 54 -{4$j {29) (253) 228 (481). 200 (253) 228 (4&~) 200

Total other income (expense) (l,Q99) (1~140) 41 (1)1169) (2,515) (2,187) (32~) (2~O72)~ (~15) (2,187) (328\ (2~O72)

Income(loss) beforeincometaxes 5~354 4,696 658 4,565 7~720- 6~459 1,261 6,550
1

7~720 6,459 1,261 6~550

Provisionl(Benefit) formcometaxes 4.116- 1;.866 , '(250) 1,846 3,051 2,5,66 (:~~_~~: I
3,051 2,566 (4:g5) 2~648

Net income(foss) 3~38" 2~830 408· 2,.719 4~669 3,893 4~669 3,893 776 _3;902

EBIT-Actnal 6~46-2 5~890 572 5,705 9,9&2 8~874 1.108~ 9~82 8,814 1,108 8;822

DegreeDays- % o{Normal 100% 101% 97% 990~, 91% 99~

(adftlSr.edfar~ States)
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Atmos 'Energy Corporation
KY/Mid-States Division

Total Spending- Comparative

For,the PeriodEndedNovember :3 0,. 2014
($090Js)

CASE NO 0 2015-00343
FR_16(7)(o)

ATTACHMENT 1

L8.bor 956 927 ..(:tf;?) 963 ' 2:-067 1;977 (9@) 1,970 2:0(S1 1;977 (9;0): 1~970

Benefits 420 442 22 689 803 939 136 688 803 939 136 ·688

Employee Welfare 111 126. 15 -140 200 2]0 10 256 200 210 10 256

Insurance 33 34 1 33 66 18 12 73 66 78 1.2 73
Rent, Mairrt.;& Utilities 135 129 l<D 127 214- 258· (t.p} 272 214 258 (16)- 272

Vehicles & Equip l54 165 11 141 309 337 28 3D7 ~ 309 '337 28 307
Materials&.Supplies 96 96 0 86 208 199 (9) 208

1 208 199 (9) 208

InformstionTechnologies 2 11 9 2 2 44 42 7 2 44 42 7

Telecom 70 68 '(-7) 10 126 134 8 113 126 134 8 113

Marketihg 60 54 (~) 61 81 113 32 S7 81 113 32 87
Directors& Sha;reholders~·&PR .. I 1 - - 1 1 - ... 1 1.

Dues&. Donations 11 39 28 23 '34, '65 31 37 34 65 31 03'7

Print & Postages -2 4 -2 2 4 7 .3 .5 4- 7 3 5

Travel&' Entertainment 119 120 1 75 190 211 21 120 190 211 21 120

Training 3 7 4 6 9 17 8 10 ·9 17 8 10

Outside Services 555 644- 89 444 ·1,170 1~330 tOO 1,221 1~:170· 1~330 160 ·~,Z21

Miscellaneous 59 4 :(55) 64 (31) 10 41 66 (31) 10 41 66
2:t786 2,871 85 2,926 5iS12 5~930 418 5~440· 5~12 5~930 418' 5,440

ExpenseBillings t112 1~199 27 903 2,515 2~496 (1$9 2~424 ~15 2~496 (19)- 2,424

3~958 4~Q70 112 3~829 8~O27 8~426 399 7~864 ,8;027 8,426 399 7!864

Previsionfor Bad Debt 56 5.5 ·{l} 52 100 98 (~) 90 100 98 (2) 90
Jib

TotaI,O&M Expense 4~O14 4;~5 111 .3,881 8,,127 .8,524 397 7,'954 8,127 8,,524 397 7,954

Total Capital Expenditures 5,547 9~895 4,348 6,476 11~938 17,182 5,244 11,705 lt938 17~182 5~44 lI v705

Total Spending 9",561 14!020 4;459 lO~3S7 20,065 25,706 5,641 19,659 20.,065 25,,706 5,641 19,659
----- -_._-

I
[LaborcapitalizationRates S5~5% 551'1% O~4% 55j°A. 563% 55..3% 1.0% 559%1 56.3% 55~% LQ% ~5.9%j
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CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

~energy Atmos Energy Corporation
KYIMid-States Division
Statistical Information

For the Period Ended November 3n~ 2Q14
($OOO's)

Volu'mes (Mmiif):

Residential

Commercial
Industrial
PublioAuthorities
Irrigation
Unbilled,

T-otatgas distribution vohrmes

1:-613
962
191
97

·1,206
:4~069

17]8
'825
184

88

,955

3~30

33:5
137

7
9
.0

251
139

1,438 .
972
31:5
100

t092
3!1917

2,052
i~477

347
147

t573
5~:5~6

1;799
1,361

293
145

I~305

4,9'09

253

Ilo.
54·

2

o
268
681

1,812

1~473

469
143

1;518

5~415

2~052·

1~477

347
147

1,573
5,596

1,799
1,367

293
145:

I~05,

4;909

25:1
110
54

2
o

268
687

1~812"

1,473
469"
143

1,518

5~415

Transportation volumes
Total throughput

3.800_a_
7;869

"3S35

6>665
465

1~04

3~237

7~154

7~270

12,866
6~53

11~62

917'
1,604

6,,4&9
11.,904

7.).70

1~866

6,353

11,262
917

1~604-

6~48g.

11,904

1
2

290
37

.3.30327

287
37

1
2

328·
====

288
37

·1
2

327

1

o
Q

o
__ 1 a

1

288 287

37 37
1 1

2 2

329

288

38
1
2

288
37

1
2

Customers (000'8):

Residential
Commercial

Industrial
PublicAuthorities
Irrigation,

Total Customers

408
804

423
183

ZS
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CASE NO. 2015~DD343
FR_16(7)(o)

ATTACHMENT 1

Atmos Energy Corporation
KY/Mid-States Divislon

Key Balance Sheet Accounts

Forthe Period EndedNovember30, 2014
($000'$)

13-Month Trending

Comments:
C~: Downmonth over monthand Y.e8I overyeardue to closing of2 large
proje;cts.
DeferredGas Costs: Upmonthovermonthandyearover.year~ Currently in an over
recovered status..
Gas stored.underground: Consistant with prior month and in linewith historical
trends as,injections have ceased and withdrawls will start heading·into the heating
season.
Change in cashflow: Change mainly attributable to change in currentliabilities
$23.2k, deferredgas costs($14.1k) and relateddeferredincome taxes$31..5lt

60~OOO

40,001)

2O~OOO

(20~OOOJ

(40~OOO)

(60tOdO)

Nov Dec Jan Feb Mar Apr May Jun JuI Aug Sep Oct Nov

...Construction Wny'kin.Progress "~Measttre ofCashFlow

-*-Gas StoredUnderground ~Deferred Gas Costs

TotalPP&E
.NetProp, Plant and Equip
Construction Wor!< 'in.Progress
DeferredGas Costs
Accts Reo,LessAllow for'Doubtful Accts
AcctsRec,. Over90 Days
GasStoredUnderground
Custoraers' Deposits

"Bad Debt Provisionas a 'Percentageof Revenues

Measure.of Cash Flow *
Change in cashflow from prioryearNovember

991~697

624,657
17,650
(1~99)

44;565

45~60

7~300

"0..19%

(3,622)
43,501

*_Note: Represents changes in working.capitaland otherlong-term'accounts;
less capitalexpenditures, depreciation, anddeferredtaxes. This measure
is not representative ofcash}lawspreparedin accordance with USGAAP~
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ATMOSenergy· Atmos Energy Corporation
KY/1vfid-States Division

Summary ... Financial Results
F'ortb~Pe:dod Ended DecemberS1;2014

($otJ(}r:)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

MiD QTD 1:'TD
~ Buih:;et ~ FV2014· ~ ~ ~ EYl.Q.M: Aettl:,'!;t 1ltlrJM!~ FV10~:4

N'etT:ttcome: :$..0441 4.6S9 31t5 5;240 9~7t3· 8..5:52 i.is; ~ 9 142- 9113 ~ aSS2- [ 1~151 9J42
(jross:?rofit 1&:1321 16.956 1~2Z6 16..465 4~.~...s· 41~ 2.4301 39~62S 4)~m, . ~n~j43 I 2,4$0 3$~6Z8
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MTD:' Weatberteiatedmargins are ($374k) Worse.tOan
budget Consumption relate;dmarginsarea positive$642k
because _ofhigher1ban budgetedheat11la'd factors. Budg¢md
customer-variance is '$155kfav()rable. Ofueroperating
revenue is$7SkbetterthS!1- budgetandtransportation margins
are $195k. better-thanbudget. ~t1S reJatetHo PI:i~ banner
adjustments,..unbilled. andoracleadditionsare $434kbetter
thattol,ldget.

YTD: Weather related margins are($3~1t) worse thanbudget
Consumption relatedmargins-are a positive $775k becauseof
mgher thanbudgetedh~ load.facrors. BUQgeted customer

l varianceis$271k favorable. Otheroperating revenueis·$115'k
be;tterthanbudge: SDd transportation margins' areS739k betrer
fu:an budg...~ Margins:related10 price, banne:r:tUijust:nients-"
unbnl~ 'andoracleadditions.are $91Skbettetthan budget.

'ri'nAet YTband. YTDFY2014
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YTDAot YTOBud YTDrnOl4

M:r..a;' sstrbfiling"Iavorable (S336k.),. SSUdirectfavorable
(S53k),Labor-favorable (S6k) due uiainlyto cap rate (L1OA),
Benefits unfavorable $189kdueto variance(regassets)~

OW$ideservicesunfavombleS489kdue to VABlacksbUrg
incident,Materials~fuvorable $50ktiming, Rent/Utilities
~avorable $:2.7k duetoRailroadeasements, Vehicles
favq,rable (S21k) lowerop~ngllease expense~Employee
Welfare unfuvorable $32kdue to MJP/VPP'and Emp1Gyee
travelfavorable"tszsk) timing.

xm.: SSUbilling,favorable (S317k)" SS:U'directfavorable
(S73kJ~ Laborunfavorable $7]kduemainlyto OT~Benefits.
_unfavorable S48kvariance andbenefitcosts;Employee welfare
U1,;f8:v01ahl~ $24k}yfiplVPP~ fro,favorable($39k)'timingof
softwaremaintenance, Outsideservicesunfavornble·S324k due
to tnnmg of contract JaberandVAB1acl.""Sburg incident.
RentslUtilities unfiLvorab1eS44krailroadeasements, Vebioles
_favorable ($SOk) lower.operattng1ease~Materialsunfavorable
$56k1im1D~ anp. thefollowing,are au faV01Wle dueto timiI:J,& 1

I
Insurance(S26k):Marketing($3~)~ MiS'Celj~eoos ($241:» 11
Employee travel ($52k)~ Dues ,<$22k)~

YTlk Publiclmprovemen'ts fav.orable (S2.247k) clue to'road
movebilling'inKY & timingofHW)! 621M2.x:0il Rlll'~Ioeation Jn
KY.System Integrityfavorable.($L586k) dueto timing.ofAiken
Rd in.KY~ bate:steeI IW'ilcoxRd in m & SAVElbaresteelin
V~ StrUctures favilrable ($2~142k)FranklinrN office" System
Improvements favorable ($1.S8Sk) 'dueto timingof TNprojects
KiddR'dextICarothersRdJReserve to PortRoyal andOEfaccr
unfavorable $.166k.

l\.fiD=_ Growthunfa:vo:r.ab[e $A64kdue to fhnctionals in
Kytl:N & Red Suo. farmsin V~ PublicImprovements,
favorable($L'388k) dueto toad move billingjn KY& timing·
ofH\ry 62 & MexonR,d:reIocafionin KY, SystemIntegrity
favorable·($1.662k) dueto.timingof Aiken Rti inKYand
OHlaccrunfavorable $.283k.
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CASE NO. 2015-00343
FR_16(7)(o)

ATIACHMENT 1

-energy Atmos Energy Corporation
KY/Mid-States Division

Income Statement ... Comparative

For the Period Ended December 31, 2014

($OOO's)

Gross profit:
32,487 ~Delivered.g~ 15!:;31 14!314 957 13~31 35:-130 34;164 1,566 35~73D. 341164 ~,566 32:487

-Transportation- 2~482 ~2&7 195 2,178' 1~O71 -6,338 739 ~' 7;:017 -6,338 739 6~228

Other.revenue 369 295 74. .356 ! l~Ol~· &41 115' 913 1,016· 841 175 913

Total gross profit 'l8~182· 16~6 1,226 16~46j r 43~823 '41~43 .2~480 39~628 43,823 41~~43 2~480· 39~628

Operatingexpenses:
Operation-& maintenance 4~O4 4~81 (3,1,3) 4,348 12,931 13,901 16 12,212 12~31 13~OO1 76 12,212

Provision fer baddebts 75 70 .(S):- 68 175 168 (7). 158 175 168 (7) 15&

Total O&M: expense 4~979 4,651 (£28): 4=416 13=,106 13:p.175 .69 12,370 13~106 13,175 69 12,370

DepreCiation & amortization 2,592 ~38 : (54) 413 7~724 7;615 .~1:09J 6,.919 7~n4 7.,61:5 (X69) 6,919
Taxes, otherthanincome 1~O49 1~O83 34 260 3~I.98 3,224 ·26 2;;41 3J98 3,224 26 ,1~241

Total operating expenses: 8,620 ~~12 ~3-48) , 6~989 24~O28 2-4,014 '(~4) 21~53(j 24,018 24~O14 (14) 2;1,530

Operating income 9;562 8~684 878 9,,476· 19,795 17,329 ·2~466 18,,098' 19,795 17~29 4466 1~O98

OtherIDcOme (expense):
Interest, net (1,130) (1~2:O2) 71 (1~122) ~~392) (3~611) 225 (3~394)~ (3:)392) (J,617) 225 (3,394).
Miscellaneous income(expense);net, 136 248 .Q.IZ} 308- (115) 417 .~~92} 509 1 (115) 477 (592) 5.09

Total otherincome (expense)" (994) (954) (4G) (814) (3p507) (3,140) 'f~(1). (2~885)1 -(3,507) (3,I40)- (.367.) .(~885)

Income (loss)beforeincome-taxes 8,568 7,.730 838 8~662 16,288 14~189 2~o.99 15;113 16~288 14~189 2,099 15~213

ProvisiOD!(Benefit) forincome taxes' 3#524 3-j071 (45'J) 3~422 6,5.75 . 5~637 ~938l 6~O71 6~'575 S~637 (~'§$)', 6,071

Net income .(loss) 5,044 '4~659 385 '5;240 9-,.713 8,552 1,161 9,142- 9,713 8,552 1~161 9~142

EEIT- Actual ·9,698 8,932 766 9c,784 l'" l!t~~O 17,806 1~874 18,6011. 19,680 17~806 1,874 18,60.7

Degree-Days - %bfN-annal 1000/0 . 99"A. r::
99%~ 99% 99%

(adjustedfC?r WNAStates)
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Atmos. Energy Corporation
KY/Mid-States Divlsion

Total Spending- Comparative

For the Period Ended December 31~ 2014
($000'$)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Labor 1~651 1~050 (l;) 1,002 3:J118 "3 t 028 .(90) 2,972 3~118 1,028 (90): 2,972

Benefits 688 497 ·([91) 481 1~492 1;:437 ~~, 1,169 "1,492 1:l437- C?;Sj' 1,169
Employee Welfare 168 136 (3~1 179 368 346 ~cp} '435 ·368 346 (22~ 435

Insurance 43 56 '13 70 lOS' 134: 26 143 l08, 1'34 26 143

Rent,Ma1~ &.Utilities 1'54 128 :(~6) '135. 428 386 (42): 407 428 386 (42J 407
Vehicles & Equip 144. 166 22 153 453 503 50 4(50 453 503 50 460

Materials & Supplies 149 99 (S~). 84 357 298 {5Q) 291 357 298 (59), 291

Information Technologies 8 5 (3) 4 10 49 39 11 10 49 39 11

Telecom 67 66 {it 85 194 200 6 198 194 200 6 198
Marketing 25 51 26 29 106 164 58 111 106 164 58 117

Directors & Shareholders &PR . 1 1 .... .. 2' 2 - - ;2 2,

Dues& Donations 23 28 5 15 57 92 35 52 57 92· 35 52
Prinf & Postages 4 4 0' 5 8 11 3 .10 8 II 3 10

Travel& Entertairnnent ·69 92 23 109 259 303 44 '229 259 .303 44 229
Training 4 ·8 4 '4 13 25 12 14 13 25 12 14
Outside Services 1,,251 803 (44~} 810 2,421 2~134 {iS7). 2~O31 2~421 ~134 (~~7} 2~O31

1Y.Iiscellane6us 7 1 0 (62) (25) 15 40 4 (25) 15 40 4
3,855 3:197 (&58) 3~103 9,3-67 9,127 .C2i.l0) 8~3· 9~367 9~127 .(249T 8~543

ExpenseBillings 1,049 1,384 335 l;A5 3,564 3~880 316 3~669 3-~564 3.,880 316 3:?669
4i904 4;581 ' ~32j} 4,348 14931 1'3,007 76 12,212 12~93] 1'3,.007 76 12)12

" .........:,.....

Provision for,Bad Debt 75 ~ 70 ~(~} 68 175 168 (7) 158: 175 168 en 158

Total O&M Expense 4,979 4,651 {a2B.)" 4;416 13,106 13,1.75 69 12;;70 13,106 13,175 69 12~370

Total Capital'Expenditures 6r44S· 7,966 t.521 5:;924 18~'82 25,148, ~766 17;.6291 18,382: 25~148 6.766 17~629
~ L

Total spending· 11,424 12~617 1,193 10;340 31,488 38,323 6,835 29,9~ ~ 31,488.. 38~23 6,835- 291}999

LaborCapitalization Rates' 57..1% 55~4% L70h 55.3% 56.5% 55..3% 122%' 55,,1%[ 56.5% 55.3% 1.2%. 55..7%
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A.fhergy Almas Energy Corporation
KY/Mid-States Division
Statistical Information

Fox- the PeriodEnded December31~ 2014
($OOO's)

CASE NO. 2D15~00343
FR_16(7)(o)

ATTACHMENT 1

Volumes- (MhU:fJ.:

Residential 2,994 2,690 304 3,056 ~ 5,046 4~4S9 557 4~868 51"046 4~.489 551 4-,:868

Commercial 1:f710 1~401 309 1~687 i 3,187 2,768 419 3~160 3~187 '~768 419 3:>1.60

rndusftial 311 274 31 '335 ~ 658 567 91 8{)3 658 567 91 803, i

PublicAuthorities 176 165 11 188 ~ 323 310 13 330 323 310· 13 330
l

Itrlgation .. 100 0 ... l .. - ·0· ... - - :0

Unbilled 609 1~179 t57Gl 137 1 2~182 2~483 (301) ~2S7 2,182 2,483· (30-1) 2).57

Total.gas distributJOD volumes' 5~800 5~709 91 6,003 I 11,-396 H)~617 779 11~A18 11~396 10,617 779 .11,418
i

Transportation volumes 3~651 3,560 91 3,456~ 9~91~ bOO8 9~946 ; 10;,921 9,913 1~OO8 9~946

T()~I thronghput 9~451 9,269 182 9,459 L 22,317 20,530 1,787 21~64 ~ 22~I7 20~530 1~787 2'1,36:4

i
Customers ({JI}O's)~~

Resid~ential 296 291 5 293 291 288 3 1.91 291 288 3 -291

Commercial 39 3& 1 38 -38 37 1 38 38 37 1 38

Industrial 1 1 0 1 1 1 0 1 1 J 0 1

PublicAuthorities 2 2 0 2 2 2 ·0 2 2 2 0 2

Irrigation ... - 0 .. J.o .. 0 ~ ... - 0

Total Customers 338 332 6 3'34 :332 328 4 332 332 328 4 332

408 418
829 799

2S
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13-Month·Trending

Atmos .Energy' Corporation
KY/Mid-States Division

Key Balance Sheet.Accounts

For the Period Ended December 31~ 2014
($OOOfS)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Comments:
.CWIP: In lineWithprevious monthand downyear overyear as severallarge projects
were closed and completed.
DeferredGasCosts: Down.monthovermonthandyear: overyear, Continue to
monitor and adjust accordingly to: state regulations.
Gas stored·underground: DO'V\ll month over monthand in line with previousyear as
withdrawls havebegundue to winterheating ioads.
.Change in cash flow: Change attributable to changein currentliabilitles $7.9k,
deferredgas costs ($172k}, ..accounts receivable $4~5k,.gas storedunderground $6 ..6k.,
customerdeposits $4..Ok, deferredcredits/other,liabilities $2~Ok andrelated deferred
incometaxesS34~2K

60.000

4O~OOO

20~OOO ......

(20~OOO)

(40',(100)

(60~OOO) .*
Dec Jan. Feb Mar Apr May Inn Jul Aug Sep Oct .Nov Dec

- CocstractionWork inProgress· ~Measureof CashFlow

-..-Gas StoredUnderground -+-Deferred Gas Costs

TOtalPP&B
Net Prop,PlantandEquip
ConstructionWorkin Progress
Deferred GasCosts

Accts Reo, LessAllowfor DoubtfUl Accts
Accts Roo, Over90 Days
GasStoredUnderground
Customers' Deposits

BadDebtProvision asa Percentage ofRevenues

Measure af Cash Flow *~

Changein cash flow from prior year. December

9.96.,592
628:,681

18.,449
10",469
·55~484

35,.661
7,705

O.l~/o

31'427
Sl~802

*"-.Note: Represents tJhangqs:m workingcapitalandotherlong-term acoounts;
less Capital expenditures, deprectdtion~ anddeferredtaxes: Thismeasure
is riot representatfvs ofcashflows preparedin accordance with USOMP;
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ATMOSenergy Atmos Energy Corporation
KY/Mid-States Division
Summary - PinancialResults

Forthe 'PeritJdEnded hnmuy 31~ 2015'
. (SlWo~

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

"MTD, QTD YTD
~ ~ l='tt\f~mQH ~ ~ ~ m.o.M ~ ~ pWlunik~

Nd;!neomc· 5.768 1 6.Sl4:! -((ri:t) 5,.339 5,168 5.942 ! (1~.fj4}~ 6;339 1~~31 IS-A9~ I (;t2,J lSASl
OrmP.r:ofit 20~S11 I 21~O51 (140) 2Od15 '2tl.3~1 21.051 I {~-o11 .2Q,JI5 64..53S· 62:;3"941 2.241 I "S9~741
-O&.~ ~:B:zd:Debt ti.13S j ~[355 (1".7So') 4~932 ($.135 4.355 ..1. (4i8Q)I 4S'32 19.J'55' 17.362 { ·(1.to3~1 17.144
-CmitaJ EXpenditureS 4,409 ! 5AS2 1.043 5-.;209 4.,4Q9' 6.4511 2.0411 5.209" Z1:79'Z" ~ 3(500 i S~SOS ! Z2.S38Y1'DAet YTD'B1rd YTD A-ctf-BwJ :eudsct

FY2Q!4 ~lS

t MTD: Weather-related margins are$267kbetterthanbudget.
f Consumption relatedmargins-ere a ,PositiVe'S26kbecanse 'Of

Ibigherfuanbudgetedheatloadfactors.. Budgetedcustomer
.V3;riance isS13.8k favorable. _Otheroperatlng,reYemJe is.$61.k

I betterthanbudget:and ttansportarion margins are $583kbetter
than budget Margins related to price,banner·aolustm~Iunbiil~ rate caseVariance and oracleadditionsare (S1~31Sk)
wOrSe thanbudget

TID: Weatherrelatedm~ns are($128k)worsethan budget..
Co;nsumpnon"relatedmarginsare a positf\l'e"$801k becauseof
higherthan budgeted:heat loadfactors. Budgeted customer
varianceis $409kfavorable. Other operating revenueis S236k
betterthanbudget andtnmspo.rtt¢on:~ areSl t322k better
than budget :Marginsrelated 'topri'ee~ banner adjustments,
unbme~ andoracleadditlonsaxe($~OOk) worse thanbudget.

~Act YroBu::d YTDFY2014

"...>,':.;> ~ :~~',:: ~~;":':~"~ :~ "~::;;.:~~'~~,,,~',~~'~~~,<~"~ ''-~-~'; ~ ::~~"~·~~:~;,;:.~~·~;,T~·;:': ~~~~:~,?~;-~~,;:'.::";':~;:~::~-~: ~:..::.::; ,.:; ~.::..:;.~?: ~: ,:~ .;~, ~. ~:;~.'o:.M:::eid:~; B"1iD.:; 'D~tt-_~,X"_~·~~ +...~ ;::?"~~,:?~) ;:..-:>~ :_~c;<:--=-, ,I·; :.:. ~ -::<, ':-.:":: ~ I.~: :.".- ..:;~,~ ;.~ :'.':-:·7~......~: :'J. -':. ::- :....,;::.... ,:::;,'.':.' ; .:-~. ~ ..-"_\ :;"- .:'. :.: ..:',~_I

"Y11):A:Qt "'Y"rD13ud Y'I'D .FY20l4

MTD; SSUbillingunfavorable:$193k. Labor unfavorable­
$50k:: duemainly to caprate (~%). Benefits favorable
($931c) prirnan1y dm: to realignment of workerscompo
OntsidesenricesunfavoIlble$I~624k-dueto Blacksburg
incidentandadditional O&Maccrual (enterpriseadjustment).
Marketingunfavorable SI7kduetotiming.
ltentSlMaintJUtJ12ties unfavorable $23k dueto Murfreesboro
warehouse: rentchange. Materials:aI1c["Suppliestmfkvorable
$2lk duetotimingonpurchase ofodoranr,

YTD: SSU bnnng favomble"(S124k).. LaborunfavcrabJe
$141k due mainlyto overtime, Bene!its·fsvorable ($3Sk)due
to varianceand bertefit'costs~ Outside ~rvicdtmfavomble

$1~1 11: due.to·Blac-ksburg incideht andadditional O&NI accrual
(enterptise.adjustmeIJt). M:arkeiiDg favorable($41k}due-10
timing. Rentsil\faintJUtilitiesunfavorable$66kdue to, railroad
easements andMnmee;sborq warehouse rent change. Materials
and Suppliesunfavorable $8Qk diretotimingQ:n purchaseof
odorant Vehicles& Equipm·ent·f3.vorablc ($$4k).dueto lower
fue11'rices.

lI!~~'a£~lhthiJjly

tlTa::;1mclogr

J:lslmemres.mE.:Il'LdOk

lirmproveMelrts

~sicn

"1~

MTD: PublicImprovements unfavorable $.6'5Sk dueto
tfming.ofH"Wj"63-andNfaxon ReI. reloeationprojectsin KY.
System JntegrityJavora~e (S2.791k) primarily dueto PRP
ShelbyvilleAikenRd.pr{)je~ TN Bare~ aridVA SAVE.
OHfAccrual unfavorableS.l91k.

YTD: PilblioImprovementS favorable (SlS921() dueto timing
ofH\VY 63 andMaxonRei relocation pro1ectS"and HM' 31 road
movebi1Iingin·KY~ System Ji:rtegrity favotable($4378k)
primarilydue to"timingofPRPShelbyvilleAiken,Rdpr6j~TN
Bare,andVA SAVB. Stnlctnres.~J2.bJe ($2~11Ok) cltlf;lto
Franklinoffice landpurchase, System Improvements !avo-table
(S!.630k)due to timingof~dd. Rd. extension, CarothersRd.
Brldg~ and Reserves,to. P-ortRoyalRd projectsin TIt
0131Accrual uomvorable.$.92ik.:

.22
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Atmos Energy Corporation
KYIMid-States Division

Income Statement - Comparative

. For the Period Ended January 31~ 2015
($ooors)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Gross profit:
Delivered gas 17~380 18,264 ~S84r 16,851 17~380 18~264 £?:~4) 1611851 ~ .j3~110 52,421 683 ~?,338

Transportatlon 3~017 2,434 583 2,781 3=t017 2,434 583 2~781 ~ "10.,094' ·8,772 1,322 9~008

Other. revenue 414 353 61 483- 414 353 61 481 ~ 1;43.1 1,]95 23-6 1!1395

Total gross -profit 20~811 -21,051 (24.0) 20,11:5 I 20,811 21,051 ~{.~l'4QJ 2Q,115 ~I~ 64~635· 62~394 4241 59~741

Operating expenses: I
Operation & maIntenance 6,135 ~355 -:E'l..7Z~} 4,932 6,135 4;355 (i(,7~9)· 4,932 I 1~*065 17,362 .(I ":-1Q3) 17,144

Provision fur bad debts 85 89 4 ·81~ $9 4 ---!!J 260 256· (4) 240

Total O&M exp~ 6;220 4;444 tJ.~71pJ. 5~~13 ~ ~~~~ 4,444 (1.;7i6.). 5;0131 19,325 17,618 '(1~70J) 17:l384
Depreciation & amortization 2,592 2;706 114 2,,324 I 2,592 2;706 114 2,.314 . 1{},317 10,321 4 9,243

Taxes-other'than income 1;288, . ,}~~, (5"5). 1,172. ~,2881;233 {55} 1.1721 4,485 4,457 ('is) 3,413

Total operating expenses 1O~100 8;383 .(l~7·11). 8:1509 i 1O,J.OO 8~3g.3 ( l-.r?l1}. 8,509 '34,127 32~96 (~>r'7Sl) 30,040

Operafingtneome lO~711 12,668 O~,$}) 11~60.6 ~ 10,111 12~668 ":(~\,9~)- 11~606 30,508 29,998 5rO 29~701

Otherincome (expense):
Interest, net (1~123) (1).01) 78 (1,'139) 1 (1,123) (1;t201) 7~l (1~lJ9) (41515) (4~818) 303 (4,533)

NllscelTaneous income.{expense)~.,net 85 51 34 81 ,j' 85 51 34 81 (32) 526 .($$?1 592
Total other income (expense) (1;03~) (1~150) '112 (1,058) ~ (I,O~8) (1,150) 112 (1;058-) .(4;;47) (4~2) (25~ (;;,941)

I
i

Income (loss) beforeincome-taxes 9,673 ll.:S18 ·'.(If,S45) 10:548 I 9:673 11~18 Tl~~4S), It},S48 25~61 25,706 25:) 25,760

Ptovision!(Benefit) for incometaxes 3,905 4,576 611 4,2.0:9 I 3,905 4.576 671 4,209 10,4S0 10,213 (2.511' 10.279

Net income Doss) 5,768 6~942 :(1~f74) "6s339 5"$768 ~ §,~4~_t_1 {l:~t74}\ _~,~~_~__ 15,481 15',493 ft2) 15,481

EBIT -Actual 10,796 12;719 (1,g!t3~· 11,6811 10,796 12,719"(1,:9"-.3) 11,637\ 30,476 30.524.(4~) 30,293

D~Days-%of.Norma1 100% 101%1 100"A 101%1 9jP/o 100%
(ixdfustedfor WN"A States)
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CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

energy
Atmos Energy· Corporation

KY/Mid-States Division
Total Spending- Comparative

For thePeriodEndedJanuary 31~ 2015
($OOO's)

Labor 1~o-59 1~OO9 (50) 1115'1 111059 1~OO9 t50) 1,151 4,178 4,037 (141) 4~122

Benefits 386 479 93 574 386 479 93 574 1,878 1,.916 38 1~742

Employee Welfare 120 134 14 234 120 134 14 234 . 487 479 '(8) 669
Insurance 40 38 ;(~) 40 40 38 {f} 40 148 172 24 '183

Rent, Maint~& Utilities 151 12'8 (~) 156. 151 128· (2a)~ 156 579 514 (65) 564

Vehicles &. Equip 152 156 4 165 152 156 4 165 60S 659 54 ,625

Materials & Supplies 1~1 106 '(~f) 109 127 106 (l)} 109 484 404 (80) .401

Information Technologies 2 19 17 20 2 19 17 20 12 68 :Sf) 31

Telecom 71 68 (~) 53 71 68 t4}. S3 265 269 4 250

Marlceting' 70' 53 :(17) 58- 70 53 (.17) 58 176 217 41 174

Directors & SliarehoJders &PR ""I - :0 .. ~ .... a - .... 2 2

Dues & Donations 26 31 5 21 26 31 5 21 83 123 40· 73
Print & Postages 1 4 3 '2 1 4 3 ,2 8 15 1 12

Travel & Entertainment 80 86 6 89 80 8tl 6 89 339 38~ SQ 317
Training 8 15 7 11 8 15 7 11 21 40 .J9· 25
Outside ServiCes 2,284 660 (l)i~~) 933 ·2~84 660· ~Cl~6?4} 933 4~705 2,794 (li9·i.~) 2,964
Miscellaneous .(2)' 2 4 (2)J ) 2 4 (2) (21)· .16 43 5

4,575 2~988 .(1:581) 3=614 4,575 2~9_88 :c:t·~58:TJ 3,614 I3~941 12,114 {1/42JJ. 12,157

ExpenseBillings 1~60· 1~367 (l~~ 1~318 t.sso 1,367 (l~3). 1,318 51'124· S~48 124 4~987

~135 4,355 .(1;780l 4,932 6~13S· 4~355 {L78~9). 4;932 19,,065 ~7~62 (~~rQ$) 17~144

Provision for Bad.Debt 85 89 4 &1 ·85 89 4 gi 260 .256 .(4) 240
Total O&M Expense. '6,220 4,444 (1;~76)- 5~O13 6,220 4,444 .(1~71:6j 5,013 < 19;325, 17,618 (1,.10.7)- 17;384

Total capital.Expenditures 4,409 6~452 ~043 5,209 4,409 6,452' 2;-043 . 52'09 I 22,.792, 31~600 8,808 22~&38

To-talSpending 10;629 10,896 267' 10~222 10,629 10,896 267 10,222 J 42,117 49,218 7,.101 40J,22
I 1:1:

LaborCapitalization Rates "54.8% 55~4% 4)..5% 52~90/fi 54~&% 55.4% -.o~5% 525fo~r 5'6.1.% 5$3% 0.8% 55.J%
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Jtenergy Atmos Energy Co,rporation
KYJMid-States Division
Statistical Information

Forthe PeriodEndedJanuary31t·2015
($OOO's)

CASE NO. 2015-00343
FR_16(7)(o)

ATIACHMENT1

Volumes (M17u;fJ~

Residential 4~O26 4,027 .0) 4:1419 4:1026 4~O~7 (~l
4'

419
1

9,Q72 8~16 556 9,287

Commercial 2,282 ·2~O31 251 ~452 2,282 2,.031 251 2~452 S~469 4=-799 670 5;611
Industrial 271 35'S (84) 326 271 355 (8"4) 326 ; 929- 921 s 1~13Q

PublicAuthorities 232 23& (6) 259 232 2S8 .(6j~ 555 548 7 590

Itri~tion .. .... 0 .. .. - o - - ... 0

Unbilled 469. 48~· fi4): 1~506 469 483 (14) 1~S.D6 4652 2;1961 (315) 3,762

Total gasdistrlbllt.ion·vo]umes 7~80 7~134 146. 8~962 7~280 7,.134 140' 8,9621 19~677 17~7S1 926 20,380

'Iransportationvolumes 4~531 3~747 784 4~468 4~531 3~747 184 4~468 15~452, 13~660 11'792 14~414

Total throughput 11~81] 10~881 '930 13,430 11~811 10~881 930' 13:430 34~129 31~411 2,11&: 34~794

. i
J
J

!
Customers (OOO's): i

Residential 296 293 3 295, 296 .293 '3 '295 ~ 292 289 3 292

Commercial, 39 39 0 39 39 39 0 39 ~ 38 38 0' 38
,IridUstrial 1 1 ·0' ·1 ·1 1 0 1 1 1 0

PublicAUthorities 2 2 0 2 2 2 0 2 2 2 a 2

Irrlga+ion .... ... 6 ... .. ... o ... .. ... a
1

Total Customers 338 335 .3 337 I 338 335 3 337 333 330 3 333

EmployeeCount. (12-momh average) 407 4·14

Customerper Employee 830 815

25
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Atmos Energy Corporation
KY/Mid-States Division

Key Balance Sheet Accounts

Forthe Period'EiidedJanuary31~ 2015
($OOO's)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Comments:
CVlIP: Downversuspreviousmonth as severalKY PRP'projeots were closed.and
completed,
Deferred Gas Costs': Down monthover monthandyear overyear. Continuetoi monitor and adj ust accordingly to state regulations,

i Gasstored mdergr.ound:. Down month over month as withdrawls have continued. due
~ to winter heatingloads,

Changein cash flow: The Cashflow increaseof.$32..8M is the result-mainly ofa
$11.9M· change In Accounts Receivable, a $41.5Mincrease in DeferredIncome
Taxes,a $SR8M change in DeferredGas Costs,a $5.4Mdecrease-in GasStored
Underground, and. a $4~1Mincreasein Customer Deposits,

6OJlOQ

5O~OOO· "

4O:bOO

30;006

20~OOO

,1Q~OOO

(I{)~900)

(20POO)

(!O~OOO)

(4[)~OOO)

(50~OaO)

Jan Feb Mar Apr May run JoI Aug Sep Oct Nov Dee Jan

- Construction Workm:Progress ~Measure of CashFlow

~Gas StoredUnderground ~Deferred.Gas Costs

'TotalPP&E
Net PrDP~ Plant andEquip
Construction Work in Progress
Deferred Gas Costs
AcctsReo" LessAllowfor Doubtful Accts
AcctsReo, Over90Days
Gas StoredUnderground
Customers' Deposits

Bad DebtProvision as a Percentage -ofRevenues

Measure of Cash Flow ~'

Change in cash flowfrom prior year January

999,063
630,666
17~055

(254).
74,624·

"23',237
7,944

0.16%

(1)85.0)
S~&36

:tr_ Note: Represents changesinworkingcapitaland otherlong-term accounts"
lesscapital expenditures, depreciation; anddeferredtaxes. Thig' measure
is-not representative ofcashflowrprepared in accordance with USGAAP.

._--------------~--------------------,---~-----------------_ .. ~~-~~ ..+¥~~•• ,~ ••• , ••••••• , ••~,~_••••• ,••_ ,'~~ •• ,"•••••~ ••••• , ••••••••••
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~energy Atmos·Energy Corporation
KY/Mid-States Division
Summary - Financial Results ,

For the Period'EndedFebm2IY2S,.20I5
(B«JOI.s)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

j::t.~";' ,......,.j ~·S!~~~~~{~·~·~·Vr.~·~~'~~t~~:.:.;L~~'~·:L~:';~-~:~::~~p::~-:T~·~~~:~~l~~:7/.:~;:~~':~~·:·:;:-~;:':';?--;: ,.;. ~:' ':~._,) '-,;: .;; '):..;;;;;'~~',; ':);':·fftf-?~FM~--';-'R:-~¥:·i-:~;~::~::s;:~!::;:;::~:~:r~·~· ::,:..~ :., ~:..::f;:.:,:::".~::~~;:..,! ,~..::~;.:.~.~:;' ::::".:.:~-::.::' '.-.~:' ...~ .~" .....,"'~ ~~,'" :.-.:.':::-:.r::-:. :.:"1 I
·N~ln:tOl:l:tC:

MID Qrn YfD
Aclu~ Bt1d!!!t 'Fnviif1l.~ ~[)t4 ~ ~ Eavi6nfwmm:1 ~ Budget 'MNt1.fur~ FY"'..Q14

Nrl'lncoml! s.m! 5.269 19 l S-~S4$ 1t.056· 12,211 (l.1:S.3) IV:lS4 '10~769 20~7~ 7 21~026

:GrossProfit 17~712 ! 17.825 .(S3)~ 17~917 3SS33 38:,815 !W}, ~tm· 52,,406- Bo..:z'19 .2:..t$7 17.650
OkM~r;:'BadDebt 4~o.sS I 4.0'71 1(4)~ 4.J18 lil,219 8;,425 n:795J 9~110 23.156 21A3'3 (l ..nn 21.322
-Canita1Ex'O-t.!tiditures 5,.209 I 6:;70 7.sJ : 4~'312 10.5]9' 13.,422- 2,803 s.sn 29~OOl 3S~S70 956~ 21..149·"'CtDAr:t l'1i)'at:d YTn ~l!ud B~

.FnOl4 mats

.Mm.;,. Weatberre1ated-margi!:is are $34Sk betterthanbudget.
Consumption relatedm~gtns :ate.a positive $246k because of
hig"herthan budgetedheat loadfactors, Budgetedcustomer
variance- is.(S241k) unfavoIable. Otheroperatlngrevenueis
$531:: betterthanbudgetand tr;msporration marginsare{SIlk)
.worse'than budget. Marginsrelatedto ,pric~ banner
adjustTnents,. unbiIt~ ratecasevariance-andoracle a,dditkm:s .
moe ($446k)wrse than budget.

-YrD: Wea'tlfer'relmedmargins arc$217k bettertbanbudget
ConsumptiOn related margfns.are a positive $1~047k becauseof
higberthfm '5udgetedheatload factors.. Budpd customer
variance is $1681< favorable. Otheroperatingrevenueis$2S9k.
'betterthaubudgetandtransporlationrnargins are $.1,311kb~
.than budget Margins-relatedfu·price~ bamler aqjustments~
unbitled,andoracleaoOitions are ($S46k) worsethan budget

Ym-Ae:t ~ YTD1'Y201~

:~\)";:~::~::;r: (~;::;;;:j ~~\,',~.~~~~:;,::.~·;Y,:'.:~: {,'.~: ',:'::: .:::~ :;'~:;/: :·;:~~~\~':;~i;:;;,,~.~·:::;',: :~~: :,·;::~?·~~~:{:-\~.}~X. ~ :~~~r~r:.: ;.:::~.:~ i:~ ~..\:.,:"~..::~ ..:.:-:.~ ~d' &:M·~~6:d··~· n:A;:·D/::.D~E'·B'~:': :.~'>~~ ~:. ~~,;::;~:/ ':: ::',.'~~: ~'::':~;::?~:Y'~'::· -: "::--- .:.' :_.' .' -.- .~ ,.-:.-:'-t ;'::-:~ =; ';...:.:.::.:: .,~, :-.::. ~;::7.... :..'.'_.'. ,,--_. ,...... ,-. I

X"'JDAct Y"lDBud YID F.Y2Q1.(.

.MTJ2~ SSUbillingfavorable (S9i:J.k), SSt!:airect unfavorable
S38k;..LabClr'fa.vorabIe (.$62k) dueto eap rate (1.8%)and
atrrition~ Sene:fits mvorable ($5Sk) 'cap rateandVaiianae~
Outs_ide-.senices unfavomble $1441{ titningTNone0211, DUe!
'unfavo¢leS102ktiming GTJdues,Vehicles favorable
($30k)lowerIeasesandoperatil!-g expensesand ITfavorable
($lSk) S9ftMtremaintenance~

I

TIn.: $SUbillingfavorable ($218k)~ SSUcfi!ect favorable
($11k)~Labor unmQrableSS3kQueto OT~ Benefitsfavorable
($1OS~) ,benefits. OutSide servicesunfavorable $~PB:7 'due10
timing·orcontract laOmiVABlacksburginoidentandVehicles
favorable($84k)"due to lowervechicle'Jeasest<lperatirig costs.

~)'.:f:?';: ::/.;:~:: ;':~'..~:.~ '~<.~/,:;; t·.: :'..:<~ i:;··:·:~.'i.::· :~/:.--.:!/:(t,~· :::;t.~. ~,:.: :~; ~: :;;',:(:-:~,;:::.:::,:~:..::.\..~_..~.':':: :,t ::::;. ~:~~:'~,~7:(- fO'kP.~fT:.k·L·:; ,{:Exp.E~N<Dt'T·U,if':E's\'.:' ~ ~-~.'.;~! ',":~.; ,••~:;;/.;>--.: ;,~- -_..:'.~:~-~:D:~::-:.;"( -~ ,,:',:::.:; ::.: ..;,.~ ';,: ;:":';: '..>."::.<'~:..; '.::./,'.: .,"...:< ...:',': ;..::, ...:':.:::: ':: I
'i i i [

!\:fiJl: SystemIntegrityfavorable tS99Sk) due1'0timingOf
l<Y PRPITN·_baresiee1:t System Xmpra.vements unfawiable
S599kdue to- timingofKYWJYm!KiddRd extensionin TN
end OIDaeer.fi1vorable ($34&).

YTD: PublicJmpri)vemw favorable ($1~S] lk) duet6 KY,Siate
reimbUt'Semem, timingofKY projectS Hwy 62/}.,{axonR4
HillsboroRd inTN·&LeeHWy in V~ S,tructnres:favorable
($2)11101;;) dueto newFIanklinoffice,SystemImprovements
:ravorabJ~ ~lt032k) tUning.ofICidd"Rd extension/CarothersRd
bridg@m~ -SystE;m Integrityfavorable($5~371k) timingofKY
PRPrrNbares:teellVA SAVBandGrow unfavorable- S7.1Sk
fimetjonals inKY:JTN. .

«smety&RdiQbiJily =1t=:p~Cs

=Te:tmo~gy 'E%p:msidtI

,:J:l:Stnu~P.,tl;;$j ~1i~Il'OfO~
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CASE NO. 2D15~DD343
FR_16(7)(o)

ATTACHMENT 1

Atmos Energy Corporation
KY/Mld-States Division

Income Statement - Comparative

For thePeriodEndedFebruary2~, 2015
(sooo"s)

Gross profit:
Delivered,gas 14!o576 14~612 .(9?)- I5~137 31~56 32~9.36 .~,~8~) "31~988 '67~686 67~lOO 586' 64;.479
.Transportation 2~732 2,,7.43 ~n:l)· 2.,194 5~749 5~176 573 5.,075 1~8i6 11,514 L3'12 11=-303
other revenue 464 410 54 486 878 763 115 909 1,894. 1~605 289 I~881

Total gross profit 1-1,772 17,825 '(5@) 11~17 38;:583 38~-875 ~·(29~Y 38;032 82,406 8.0;2'19 2,187 17~66.o

Operating expenses:

Operation & maintenance 4,085 4~071 (14) 4.178~ 8:1426 '(1/1Qj} 9~110 2311150 21,433 ,(t·;JlV-Y 21,322

Provisionfor bad debts 71 71 0 .153. 15.6 1~:9 3 ~4. 331 327 1.4). .392
To1a1 O&Mexpense 4~15~ 4,142 (14) 4~31 10,375 8~585 (l~19.0) 9,344 23,481 21~160 CE7.2l} 21,114

Depreciation & amortization 2,590 2~706 116 2~28 5~183 5,412 229 4~651 12,907 13,021 i20- .11,571
Taxes,otherfhan'Income . ~.14.2 1,127 '(5) 1~O39 2~430 2,361 .t69). 2,210 5~627" 5~85' (42) 4~451

Total operating expenses: ·7,888 7~915 87 7;098 ! ·17~988 16~35& ~·~~63tl} 16:l205 42~OlS 40~72 '-(J~~1?) 37~737

~

()per:a.ting income 9~884 '9~850 '34 ']0,219 :~ 2O:S95. 22,517 (.1;922) 21,.827 40,391 39:0847 544 39~923

Otherincome{expense): i
Interest, net (1~10~) (1,1.99) 96 {1~12$) I (2,225) (2,399) 174 (2~64) (S,6J7) (6~Ol7) 400 .(5~658)

Miscellaneous income(expense), net 81 91 C4} 132 t 171 142 29 211 55 619· }(S~4) 721
l

Total otherincome(expense) (1;016) (1,1'08) 92 (993) ~ (2.;054) (Z,257) 203 (2:0053) (5~62) (5f1398) ,.{lM) (4~937)

Income(loss)befcreiacome.taxes g~68 8~742 126 9,226 18!541 20;'"60 .(l~719) 19~774 34!!"829 34,449 380 34:t986

Provisi()riI(Ben~rt) for incometaxes 3:!580 "3~473 (fOij 3,681 7,485 8=-94~ 564 7,S90 ·14,.060 13~687 '(573), 13~960
"

.Netincome 0088) 5,288 5~269 19 5,545 11~Os6 rzzu :ri,tss) 11,884 20,769 20,762 1· 21,026

EBIT- Actual ·9;:1971 9~941 30 10,3,51 20;166 24659 (f~89j)· 22,038 4Q-:r446 40,460· (2-O~ 40~644

1oo~·1 100~
I
J

Degree Days ..%ofNonnal 100% 101%1 99% 100%

(adjusi2i1for WJl4 States)

23-
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Atmos Energy Corporation
KY/Mid~States Division

Total Spending- Comparative

Forthe PeriodEndedFebruary28~ 2015
($OOO's)

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

, ~

Labor 8·70 926 56 1)004 1~929 t,936 7 ~154 5:l047 4~963 (84):' 5,126
BenefitS 386 442- 56 482 773 921 148 1~O56 2~64 2,357 93 4224
Employee Welfare lOS '110 2 109 228 243 15 343 5.95 589 (0 778

Insurance 40 34 .(q) 35 j 80 72 . C$) 75 188 206 18 218

Rent, Maint., & Utilities· 139 127 (12) 153 290. 255 (36) 309 718 ·641 (1.1): 717

Vehicles& Equip 131 160 29 140 282 31.7 35 305 735 819 84 765
Materials & Supplies i12 104- (8) 94 239 210 G~9) 203 596 509 (wi) 494
InformationTechnologies 1 16 15 15 3 35 32 35 14· 84 70 45

Telecom 59 79 20 81 130 148 .18 134 324 348 24 331
Marketing 82 53 -t(2:9) 59 152 106 {46)' 116 258 270 12 233
DErectots & Shar.eholders:&PR - - 0 - - - 0 - .. 2 2
Dues & Donations 123 21 ··,(~O2) 14 i 149 52 {97j 36 206 144· (6~) 88
Print.& Postages 3 4 1 4 i 4 T 3 '6 '12 19 7 i6
Travel& Enterta.mm:ent 79 91 12 80 159 177 18 169 418 480 62 397

j

Training 4 9 5 8 12 24 12 18 1 25 50 25 33
Outside Services &21 !t67 :(1:54) 717 3)105 1;327 :C]·~'7i~)· 1~710 ~ 5,526 3;461 .E~O~~) 3~741

Miscellaneous ---:.CD.- 6 7 (4) (4) 7 11 (4)~ {28} 21 49 3

2,957· 2i849 (IDS) 3,.051 '7=-531 ~ 5~837 '{1:694} ·6~665 16,898 14i963 o;ggS} 15,.209
Expense B1l1ings 1,1'28 1~222 94 1;.127 2,688 4589 '!f~9)". 2~445 6;252 6+410 2IS .6~r13

4,085 4;071 "fi4) 4,178 r 10~19 8!!426 (1~1Q3) 9~·110 23,150 21,433 (~~jj7) 2I~22

Provision for aad Debt 71 71 0 1$3 ~ 156 159 3 234 331 3.27 :(4) '392

Total O&M Expense 4~156 4,142 ·(14) 4,331 10~15 8,585 _(1;790) 9,344 '23,481 21.,760 (1,721). ,21,7l4

t

Tetal Capital Expenditures 6,209 6~970 761 4~312 10~619 13!422. 2,.803 9~21 ~ 29~OOl 38;510 9~569 27,149
Total Spending lO~65 11;112 747 $,643 20~94 __~~?Q97 1,013 18$65 i ,52-,!482 ~Ol330 7,84$ 48,863

I
Labor C~pitalization·Rates 56..7% 55~O% 1..7% 52~2% I ~5t8% 5.~.2% 0.5% ·52~6%~ 56~2% 55:3% 1..0%' .$4..6%

.24
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CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

AT.os
energy Atmas E.nergy Corporation

KY/Mid-States Division
Statistical Information

For the Period Ended. February 2&, 2015
($000'5)

Volumes (Mmcifj'.·

Residential 3,8:96 ·~~690 ' 206 4~177 7,923 1~1l7 206 9~196. 12,965f U~O:s 164 14~O63

Commercial 2:1164 1~972 192 ,~649 4~446 4~OO2 444 5;101 7~633 6,771 862 8;261

'Industrial 30'S 392 (84}- 475 579 747 (1.68I 801 1;237 1,314 ·fJ7) 1,604

PublicAuthorities 224 215 ·9 277 455 453 2 536 778· 763 15 866
Irrigation - - 0 - - ... o. - .. - Q

Unbilled 495 (995) lJ90 (1~726). 964 (512) 1)476 (12(}) 3:0146 1~72 1~I74 2,038

Total gas distn1>ution·volumes ·7~O87 5,274 ]~813 6~4S2 14~367 12;40.7 1~960· 15,414 25,163 23'!,O25 2,.738- 26~832

l
Transportation volumes 37'951 4~84 (S17j 4~O31

I
8~488 ,&z031 451 ·8~499 19,409 17~44. 1~465 18~445!

Totalthroughpnt 11,.044, 9~5j8· 1;486 10:1483 l 22,855 2Q,438 2~417 23~13 45.,172 40~69' 4203 45~277

Customers (DOO's):

Residential 297 294 3 295 297 293 4 2~S 293 290 3 293
Commercial 39 39 0 39 39 39 0 39· 38 3"3 0 38
Industrial 1 1 0 1 1 1 0 1 1 1 '0

PublicAuthorities 2 2 0 2 \ 2 2 0 2 2 2 0 2

rmgation ... - 0
;37~

.. 0 - ... - 0

Total Customers 339: 336 3 335 4 33.7 ~ 334 33.1 3 334

-,
407 409

833 825

2S

---------- .~~-_._-~~--~_.



energy

13~MonthTrending

Atmos Energy Corporation
KY/Mid-States Division

Key Balance Sheet Accounts

.Forthe Period Ended February 28~ 2{)1S
(WOOrs)

CASE NO. 2015-00343
- FR_16(7)(o)

ATTACHMENT 1

'Comments:
CWIP: Up month over'monthbut downyear overyear, Continue to workongetting
projects closed as.soon as they are in-service..
DeferredGas Costs: Upmonthovermonth.and year over year _ Currentlyin an over
recoveredstatus.
Gas stored underground: Do'WD. month' over month and year over year as witb:drawls
continue during the winter heating.season..
Change· in cashflow: Change in cash flow attributableto deferredgas cost (32.1k),
accountsreceivable($9..4k),.gasstored'underground.($6.4k), currentliabilities
$48'.3k, customerdeposits($42k)~ deferred'credits ($3~2k) and deferrredincometax
($41..5K)~

50~OOO'

46,.000

307000

2O~DO'O

JO)OOO

(l~~Ooq)

(20,Qoo)

(30~OOO)

(4(),OOO)

(50,000)
Feb Mm. Ap! May Jun· Jul Aug Sep Oct Nov Dec Jan Feb

- ConstructionWork'inProgress ~Measure of CashFlow

-A:-Gas,Sto~dUnderground ~Deferred GasCosts

TotaIPP&B
Net Prop,Plant.andEquip
.Construction Work in Progress
Deferred GasCosts '
AcetsReo,LessAllowfor Doubtfal.Acets
AcctsReo} Over90 Days
Gas Stored Underground
Customers' Deposits

Bad Debt Provision as a Percentage ofRevenues

Measure of Cash Flow 'F
Change in cash flowfrom prior year February

1,OOl~424

634~454

19,390
(9;480)

78,881

11,&55
a~140

O~15.%

13J.16
48;280

,*_Note: Represents changes in working oapitalandotherlong-term accounts,
less capital, expenditures; depreciation, and deferred taxes. Thismeasure.
is not representative .ofcashfloWS preparedin accordance with USGAAP,;

26
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CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Atmos Energy Corporation
RegulatedDistributionOperations

FinancialResults and Statistical Highlights
KY/Mid-States

ForthePcdo~Eild_~d Mnroh 3!~_20~~

(I) Customer BaseqhurgeJ$ toWng 12.:Jl1onUl average,
(2) Emplo~~ headcount ifns of'perlod end,
(3) DirectO&Mexcludes directandallocated SharedServices costsand theprovision Totbaddebtexpense, Metriccalculated on IfrQUil18 l~·m()nth average,
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At OSenergy Atmos Energy Corporation
Regulated Distribution Operations
.Income Statement - Comparative

KY/Mid-States
Forthel~erio.d Bnded March31~ 2015

CASE NO. 2015-00343
FR_16(7){o)

ATTACHMENT 1

J)~:}1~i:t.~~1.~~\t%~~:~0tfil~~~lh~"~qH}t;~~\~~~~~~~~t:~:~~t~~;· ~~t~;~~?r~~il~~~fg~~~~~;N;~~~liQfp~~~~f:di:~?t;t~~1~-l~~~~t-~1

~f~l~;H~ ;f~~j~i~i;~J;'ii~~~~,: 1"~:~~~i1~::
Gn)$S profit:

Delivered gas $ 45~850 :$ 46Ai'7 $ :(~{)1) -$ 44,445

.Tr-ansportation 8~3~02 7,{j7~. 629 7;f539

Other revenue 1,334 1,121 213 1;505

Total gross IH~orrt 55:1~ft 55)11 275 5~A89

Op(w~ting expenses:
DireetBfl O&M 9J300 7:j958 (-1:.342) 8)837

'Direct SID Charges li05Q 956 "(94) 97Q
SSU A1l9cation~ 4,030 4,035 5 ~,6_~U

Provislonfor bad debts 388 '225 (>1'63) 363

Total O&M expense 14~768 13~174 (-1-;5'~~ 13~·8S1

Depreciation & amortization 7~799 8~117 318 6~999

'Taxes, otherthanincome 3~564 3~429 (13S~ j~217

Total operating expenses 26~131 24':720 (-h~ti 1) 24)067

Ope.·atl)lg lneome 29;3.55 30A91 ('tl-Y.~0.) 29~422

Oilier in~OlilC (expense):

Interest, net .3;337 3~599 262 3~387

Miscellaneons Income(expense), net (173) (t95) .{22) (363)

Tutal otltel- income (expense) 3~164 3Ab4 240 3
j
·024

Income ~Ioss) before incometaxes 26,191 27t087 {gP~} 26,398

ProvisJQn/(Benefit) for income taxes 10,326 .10~762 436 10)570

Net income (1_085) s 15,8fi5 s 1'6,325 [ $ (tlliO) :$ 15)828

~~i$~~~~~~tJ~fj~:;~?:~~ti!~~~~~yt.~W~rt:(1~~~y}~t~?~ft~i1~~ ~§1~Bi~~U~

i~il~~f~~n~£i;:~~i~
- -;--':':""'.:.::"~:"-~,=--::"":':

_.~.: ...... :.:.. .::..:..~:_.

jl~~~J.ma:tU~~· :-:wi6it~

$ 8t581 $ 80~580 $ i.em s 76.933
15,379 147011 lJ36~ 13,766

2;350 1,963 387 2,418

99)10

I
Q6~S54 4~756 9~~1 17

17t750 16a095 (lt 655) 16i608

1i967 1,946 '~2.r) 1~743

1~594 7~9J6 322 7f349

563 393 :fl7.Q) 52.1

27)~74 26~3.50 "(I,=S24J 26~221

15~524 15:1732 208 13,918

6t761 6~65S ~.(lq8) SA59

50~·159 48t735 ~tl,42-4) 4~)S98

49~151 47;819 1j332 47i519

6~729 7,216 487 6~7~t

(56) .(673) :(6J7) (873)

6;J673 6,543 ·o~:rQl S~908

42A18 41~276 I J202 41~611

16,901 16,399 (502) 16~641

s 25~577 S '24_.877 j $ "700 t $ 24J~70

Iy~~!~s~(t1t}~jtD~~~§ij.~~}·~:::~~~~;Wfi~~~~~~~~~~~~~~¥~
Resideiltial 1I~880 lO~.537 1~43 12~497 'l6~926 15,026 1~"900 1'1~365

Commercial 6.,fi_88 S:f5g~ 11110$. 6~91~ 9t875 8)351 1,$24 10,073

Industrial 988 t049 , ~6.J) 1~O60 11646 1~616 30 1~864

PublicA\ltllOrities .... .. 0 .. - .. Q lo<

Irrlgatlon -689 626 54 742 11°03 936 ~7 I~072"

Unbilled (541) (796) 255 (727J 1,642 1)688 (ti6) 11529

rrQI.q;1 9BSDisJti~~tion volumes 19~6.9S 16,99? 2,696 20A$~ 31;0.92 271617 3,~75 31.,903

Trhnspol'Ul1ion volumes 12~540 11~895 645 12,885 23~46) 21,808 1~653 ~22j831

Total TItI"~l1gl~pllt :32,235 '28,894 -3)341 33,370 54)553 49,425 5;1:181 54,734



CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Atmos Energy Corporation
RegulatedDistribution Operations

Financial Results and Statistical Highlights
.l{YIIHid/-Stntts

ForthePeriod·Ended April 30;0. 2P] ~

erap]~at~~;i: ~ ~~-~:t: "~:;: ~:"<;·,:~·.~.:a~; ~~~:..":.~~~~~~·:::·~~~~::':~;;~i:~i~~1i:Lj~~;·~ ~l~~1~.~~~$.~~.% ~~~{~-?~55.~%"~j~~:~#1~1%' ~~,~ ~~{~f~i ~~~lt~~:l;~:

enp}flitspenmDl{AcH'iiti&i ~·~~;id~~t.~~~t~~t~.~~~ >~!II :;:.~1}-:~~J:~7g"~~" :-~':; ~:.~.~~.~~~-:.~~~:;.:~( t;~~%:)..{/~~ ~.~:~::~~~~1~i2 ..~;" ~ .~. :.:~ .::~\:~_~;~~ '~~::·c·: :"..'.,..'~~";c~l" ;~"''''i-;,;i,••; ••.~~--"~ •.~."~. 7="-:: ~ :-~::J==~- ...;-~.:-. ~.~.p,"c.:i;~ ..3:::~· ;:....;.";.~:

;fo:~!i~gf:~~!?~{~;~;~;~~;:~~Y;~~:;:.;:~i~g~~!I[~Y~~ ~~m~~~~~!g~ .i~~f2~~ii~ ;:ii:~Ii~~ff~Ii;I~' i\:';~~~~~J~:i.th~f;~1; ~~:twjil ~;i:i~l:;~l

(f) Customer Base Clmrge is rolling l2-month average;
(1)Emnfoyee beadcoum isRSof periodend.
(J) Dlrect O&M excludes iHrect and allocated Shared Servioes costs andtheprovision forbaddebtexpense, Metric ~atcul"ated onntQm~1R 1~...month averu~.



At . S
energy

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Atmos Energy Corporation
RegulatedDistributionOperations
Income Statement ~ Comparative

ICY1N1id...Sfatcs
ForthePeriodEndedAptil3"O, 20t5

!~~A~w~t;::. ·.;:~~ailit{;~ :i1tfl~~~;i~i~i~]il' .::!j~i~~i:r~ ,C:~~li{r~';·1J.~fiflti~ ;~%l~idf~t
GJ"O~S proflt;

Delivered sas s 9~284 s 9,014 $ 270 $' '8,805 $ 90~864 s 89,595 s 1,269 $ 85,737

Transportation 2~169 2)625 ~~$'~) 1~942 17)548 16~636 912 15)709

Other revenue 443 248 195 451 2~794 2,110 584 2,868

Total gross profit I I~896 11,887 9 11 j 198 111,206 108,441 2~765 104,3.14

Operating expenses:

DirectED O&M (2,445) 2,665 5.1110 3~.101 15;r305 18,760 .314,55 19~709

DirectSSUCharges- 321 332 11 300 21288 2,278 ·;(HJ) 2~O43

SSU Atlooattons 13228 1,262 34 1~584 8)822 9~.l?7 35S 8-,933

Provision tor bad debts 45 44 .(i)~ 43 608 437 ."(111). 564

Total O~M expense (851) 4,303 5,lS4 5,028 21,02:3 30,652 3!JfJ29 31J?49

Depreclatlon &-~orU~ati{)t1 2,629 2~705 76 2,~75 18~1.5.3 18~437 284 16~29"3.

Taxes, other thanincome 1,180 1,110 ..~fl{)) 1~ 10] 1,941 7,763 .(J13j 61560

Total operating expenses 2,958 8,118 5~t60 $~504 53,117 56,852 3,735' 54-1 102

Operating income-
:

8)938 3,769 5,169 2,694 58,089 51~;>89 s.soo 50,,212

Other lneome (expense);

Interest, net 1)123 1,207 84 1~150 7,852 8,~23 571 7;j930

Miscellaneousincome(expense)r net (553) (262) 291 (427) (609) (935) ~(326) (1)298)

'Iutal other income(expense) 570 945 375 723 7~243 7;488 245 ~632

Income(loSS) before income taxes 8,368 2,824 5,544 ~J971 50,846· 44,10J 6:;745 43,580

Provisfonf{Betiefit) for income taxes .3J3.30. 1~122 J2~2.6.8) 788 20,231 17,521 (2~1l0) "17;429

Net income (loss) $ 5~O38 s 1,702 J s 3,336 $ 1,183 $ 30,615 $ 2-6,5&0 $ 4,O:}5 s 26,.l~1

- - ~ ~

Iv~qlp~.~~~r~l~!.i#l)~r\~~~i~¥~f~~:ffJ*~t~~J~~~~~J~~t~~:f5.;:
Residential 1~5Hf 1,642 -(1.3~) 1~;833 l8~437 16,668 1,7($9 J9,198

Commercial 967 941 20 J~082 lQ!842 '9,298 )~'44 11.s155

Industrial 178 16.4 14 262 1,824 ·1,719 45 :?,126

PubllcAuthorities Mo w () ... - - 0 ..
'Irrlgatlon ·98 109 (11) 119 1)101 1,P~5 ~6 1}192

Unbil1ed (1,098) (1,176) 78 n.140) .544 .512 32 389
Total Gas Distribution volumes 13655

I

1~p8.6 :,(3 i) 2.,156 '32~748 '29~302 3!446 ·34~O60

Trausportatlou volnmeg J~353 4092 (7p~) : 3·~O5 26)815 25,900 9]5 26,036
Total Throughput 5t008 51'778 (:170)' 5,361 S9,563 55;202 l 4,361 .60,096



CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

AtlDOS Energy Corporation
Regulated Distribution Operations

FinancialResultsandStatistical Highlights
I{YJrdid·Stnlc~

For thePeriod Ended May 31\2bl~

(1)CustomerBose Churge is rolling: 12-mp~~$ average,
(2)Employee headcoun; is.as of period end.
(3)DI~ct O&M.excludes directandallecated Shared Services costs.and theprovision forbaddeb!expense. Metriccalculated onn.rolling 12~month aver~ge.



At,energy Annes Energy Corporation
Regulated Distribution Operations
Income Statement ~ Comparative

K\~IlVlid~S tales
For the Period Ended May 31~ 2D15

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

F~1t:.~:~1~12~~n~t~t~~1!I1~ll!~!~~i~~~~i:\:~~~*~~~i~;~t!~fiF~l~~~;~ ·~~~~~~2~:t:~-~~~~I{~~~~K~~~~;~~IY~M[R:~.~~1~1i~~~~1.:1;~~(f(:~~it~~~.~i~l

~~;~~i.~tt; L:~ii~·~t~1. ~~#iI:~'l1;l~Bi~i:_
Grossprofit;

DQHvered gas s 7~O4 $ 7~774 .$.
~~70J $ 7~492

Transportation 2)"013 2~257 (~~4) 1~~45

Otherrevenue 236 178 58 279

Total gross profit 91453 101209 (7·5"6) 9~716

Operatillgexpenses:

Direct auO&M 31026 2~654 :(311.) 2~~28

Direct SSUChar~s 275. 310 35 359

SSUAllocations 1~305 t481 176 1,358

Provision forbaddebts 36 38 2 183

Total O&M expeilsc A!642 4~483 ·~l5~9) 4,428

Depreciation &·amortization 2)647 2;705 58 2;449

Taxes, otherthan 'income 1,225 1,002. (2-~3) 949
Total operating expenses 8,514 8,190 ~~24) 7,826

Operatlng income- 939 "4019 ~l~OSO) 1~890

Other income (expense):

Interest, net l t133 ~;197 ,64 1,171

Miscellaneous income (expense), net (421) (173) 248 (262)

T()tnl9thcr Ineome.Iexpense) 712 1,024 312 909

II)C~Hne (Joss) before income taxes 227 995 (1.q~~ 981

P.rovision/Q3cnefii) foJ~·Jnconl(} taxes 91 395 304 393

Net income .(Io$~) s 136 $ 600 '$ (464) s '588

G:0~f~~~2~j~·J~~t}~[~;~~~f~;1~t1~x~1lJ~~[~II~j~~I~ttl~t;1.4t~E:~£

~;~0t.ti~~t;i~~ .r:~~~~~~l :~.~ir~i; :;~~~h{J~~

$ 98,068 $ 97~369 Is 699 $ 93,229

19.~561 18,893

I
668 J7,6S4

3)030 2t388 642. 3~147

120,659 118~650 2)009 114,030

i8,331 11~415 3,034 22,237

2,563 2 i58S 25 2,402

10J127 JO~6~9 532 lO,291

644 475 ,0:69.) 747
31!665 35~1.~7 3,472 3~~6j7

20,800 21,.142 342 ~8,742

9,166 8,765 .'f401} 7,508

61~631 ~5J044 3,413 61,927

59~O28 53,606 5,422 52~lO3

8,985 9~620 635 9,101

(1,029)1 (1,108) '(79) (1,561)
~

8,512 5567,956 7,54-0

51~O72 45~O94 5,918 44~S63

20t321 17,916 (2,4.05) 17~822

$ 30J7S1 s 27~178 I.$ 31573 s 26/141

l~~'J#!~f~~~r~iil~WJ ~tf~~t~~tit·Htj1~~~tZtt0:41ir8;~~~~;~~~~~1
Residential 610 811 (7~·tl 721 1~j046 17?479 1,.561 t9J"919

Commercial 512 574 ::(62) 585 11.,354 9~872 .1,482 11,739

InQustiifll 120 120 n 170,. 1,944 1,899 45 ~~296

Public Anthorlties k H 0 " - - 0 ...

Irrlgatlon 61 62 (~~ 61 1,163 1,1.01" ~(5 ll~S3

Un~i~led (461) (509) 48 .(291) 83 3 80 98

Tobd Gnsnistribudon volumes 842 1,058 I ~~f~'~ 1,~46 33,59.0

I
30,3.60 3:J2~O 35,9Q5

Transportation volumes 3~266 3)500 (24.0) 3,107 30}O81 2·9,406 675 29;142

Totnl Thl·oughput 4,108 .4,564 (4~Q) 4,353. 63,671 I 59,766 3,90S 64,447



CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

Atmos Energy Cerporation
Regulated Distribution Operations

Flnanclal Results andStatistical Hlghlights
KY/Mid-States

'ForthePeriod Ended June301. 1015

(1)Customer Base Charge is wUlng 12~month average.
(2).Employee headcount Isasof period end.
0) DtrectO&M excludes d.irect andallocated Shared Services costsand tlleprevision for.b~d debtexpense, Metric calculated ona rollbigi2-momhnverag.e~
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CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

~ os. energy Atmos Energy Corporation
Regulated Distribution Operations
Income Statement - Comparative

I(Y/Mid-States
rQtthc PeriodEnded June30)2015

24i 679

2~679

11;402

985-

j9~745

.21,221

8,462

383 $ 99~'8g1

577 t9~454

679 3,330

959

692
~267

2~065

41

607

-{~~$}

2~~58

395

'(524)

2,129

3~7.68

4,72.7 45}Q43

·n~7$1} ·18*169

39)-406

23~847

9,768

·24,058
2j897

11}938

5)3

21~993

2)856

11~331

9'68

8572

59,256" 55A88

37;,148

23,452

10292

10~126

(1,554)

50,684 45,951

20~040 18;259

130,148 128,509

$105A22 $105$039 $

21~17 20~40

:3)09 2~53()

s 30,644 s 21,698 S

ISi:"~*J}~~~_¥Z1~;~~d~fi;l~~$tl~lfl(~@)~ifi~~~:/~-~~~~t~~~iH~~.~~l~ ~t}l.l~~f.~~}t~~~{ti[t~}filrrt~if~Qm~~iXif~;~f;~~~~r~g~X~g~

~:fl{al~~ :t!~~~~t· ;aTh1M~~;' i:w'~l£j~r,
Glt~ss pt~ofit:

Delivered gas $ 23,_842 s 24~459 $ ~6l1) .$ 22.,955
Trausportatlon 6~13.8 6~929 (19jj 5~6g8

Other revenue, 858 567 291 911

Total gross profit ~O~~3~ 31~55 (I~tldj 29i554

Op.cl'adng OXP61_SC~:

Direet·BU O&M 4~243 7~962 3~119 8;071

DirectSSU·Charges Sg9 952 63 936

SSUA1IocatiO;l.ls 3~738 4,023 285 ~:lQ52

Provis lenfor baddebts 405 12i 0&4) 464

Total O&rvI expense 9,275 13~O58 3,783 13,523

Deprecistion & amortization 7~928 8...115 187 7,303

TaxC5> other than Income 3:1531 3,115 .(4J6) j~OO4

Toml o~erati~g expenses 20,734 24,288 3,5.54 -:i3~830

Opiwatjng income 10,104 7~667 2A37 51724

Other Income (ex1Jen8e)~

Interest, net 3~3Q7 3~601 204 3~423

Mlscellaneous income (expense), net {I 498) (614) .&84 ft13-1)

Total ether Inceme (expense) 1,.899 2~981 1~O88 2~2~2

Income(loss)before incemetaxes 8,205 4~680 3~525 3~432

Pro~i~ionlQ3~6~t) forIncometaxes 3~138 1:)'859 O/~?9) 1,52~

Net income (loss) s 5)067 S 2,821 .$ 21246 S 1~a3

IYal~iJ[~lmblt?JJ~i~.r4f:~~~TS~~}~~~{{~:~~t~.f~itt~;~~~~-~~~~-~i

Residential 2~493 2$909 (4.l{}). 2,932 J9~420 i 7,935 ~_A85 20~297

Commercial 1,8&Z t99.3 (lJ ~) -~03Q 11~757 IO~44 IAI3 12,103

Industrial 416 3-79 ~7 560 2$062 1;t995 61 2,423

PublicAuthorities ... - 0 .... - M 0 ..
h'fiSUJio.ll 199 22S :(24) 214 1/202 1>15& 44 1~286

Unbilled '(I)633y -(1,690) 57 (1,541) ·9 (3) 12 (12)

To~l GnsDiatl"lbution volumes 3~3j71 3.,314 (,4_571 4J9~ ;!4~4S0 I 31,429 1 3t021 36,.~97

Ti~aUspOlttn1]onvolumes 9:1668 10{112 .(lif44): 9li44 :33~129 32,5;20 609 32)75
TotalThroughput 13,025 14,526 ::(1;5(1)~ 13~639 67~579 63,9491 3,630 J 68J72



a\TMOSenergy
Atmos Energy Corporation
RegulatedDistribution Operations

FinancialResults and StatisticalHighlights
KY/i\'Jid-Sbttes

For the PeriodEndedJuly31~ 20IS

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

(I) Customer BaseC~rg~ IsrolHng 12-month average.
(2) Employee headcount Isas of period end,
(3) DirectO&M excludes direct andatlor;';ated Shar-ed SerVlCi;1S costsand theprovision forbaddebtexpense. Menlo calculated ona folnng· 12~month average,
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ene.rgy

Atmos Energy Corporation
Regulated Distribution Operations
IncomeStatement - Comparative

KYIi\-nd-Stfl tes
For the Period En~ecfJl11y 3J~ 2015

CASE NO. 2015-00343
FR_16(7)(o)

ATTACHMENT 1

1~~~~~~;~~~;~~~~J.~Ui"f$ll;:~ti~'iJitti$~fZ~~~~{fJ.~~?N?i{~~4~ ~m~~\~~;~t~I~~~~~~~p'~~g~K~g~!~~~~IPI~~~~~~~~{~~t~g~~~~t~}:t0:tiq

~~:~1:j;f,~~ );:~~Ji.~~~r:; ;l:ift~i~~ ;!;~~;61n
-~~~~~~~~}~1~~~~~~*50~fU[~Mtl~~tb1fXt*f4Jt;t}1~~~:~~~B~f.~~~~~~

:~:;Jdi:i~i~f~:- ::':::i~i.&~t::E hilii%.i1~' '1iI~i~Ji.::;-
Gross profit:

Delivered gas­
Transporiarlon

qf11er revenue

Total g"os~ proflt

$ 7,094 $ 1)183 ..$ :(89) .$ 6J922

1,911 2,005 ~(9~) 1~794

180 134 46 173

9,185 9,322 -((3\7) 8,.889

$112,517 $112,222 $ 295 $ 106,810

23?428 22~945 483 21:t248

3,388 2)664 724 3~502

139J33 137,83t 1,502 1"31,560

Operating expensesr

Direct BUO&M

DlrectBSiJ Charges

SSU Allocations

Provision for bad debts

Total O&M expense

DeJ»..cciatlon it amortization

Taxes, other thanincome

Tcta Ioperating expenses

Operating income

Other lacome(expense):

Jnterest, net
Mlscelleneous income(expense), net

Total other inso~e (~~pan~0)

3,459

318

2j220

35

6~032

2,668

1,163

(678)

1~149

(447.)

702

2t.681

318

1,268

36

4,309

2)704

"1~025

8,\038

1,2S4

1,202

(250)

952

(1·12.)

o
-(~ia.)

1

(Jr7.2J)
36

i(],l8~

53
]97
250

2~389

331

1,159

34

3,913

2,501

872

1:J603

t.iso
(394)

766

25~452·

:3,)174

13,551

1,003

43~180

~6~140

lt456

8Q~75.6

.S8~~77

11,275

(2,001)

26~745

3~215

13,207

·549

43;716

26.,55.1
10,793

~6,771

10,483

1,293
41

~~-(~A4)

'·{4B~n

5~6

431

:(663)

304

'144

465
1,209

27,069

3,010

12;560

Jt 0.19

43,658

2_3;72~

9,335

·76,715

11,364

(2;399)

fneome(loss) before incometaxes

ProvisioiJ/(B¢neflt) for income taxes

N.ct income(10&8)

0,380)

(545)

Sf (835) s

332 .(I.';1,1d:j
J32 677

837

331
SO(j

49~303 46J 288 3,~lS 45,l880

19;494 18,391 :(1;:103) 18;500
$ 29:i809 $ 27,897 I$ 1.,912 $ 27,:380

rX~lMmilJooiwj) ~tt.r~~~t~~~&~t~t.%i{2~Y~Srg~~rii4~~~~i~;t~
Resldentia1 316 :300 16 .347 ]9~736 1~;435 1,501 20,644

Commercial 384 349 35 401 12~142 10,693 1~449 J2~511

Industrial 95 98 .(~j 15'6 2~157 2,993 64 21~79

Pub] toAuthorities ... - 0 ... .. .... 0 .-I

Irrigation 34 38 .(4,) 42 1~~6 1~197 39 ~,328

UnbiUed (5) (2) "(3~). _. 18 4 (4) 8 6

"'rotal Gas Dlstrlbutlen volumes 8Z4 7Sj 41 910 35,275 32,21,4 .~~O6.l :37,068

Transportation volumes ssn 3,110 .c33~ - 2)964 36~96 35;629 577 ·35.239

Total Thro ugbput 3,'01 3,,893 8 3i934 71,481 67~843 3~638 ~307
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FinancialResults and Statistical Highlights
KY1i\1id.oStn(cs

ForthePeriodEndedAugust3 ]"ZO 1:5

,~P.J1~.~~~it~~j-~~~1:·:~t·/~:.(t: ;~~~E~"_c;}I~~:~'~·"::: ;;:..~:·r\·~":~?;~-:: ~~._~~~i.:i.iS.~j .~~~~t~lr~% ~%~~~-_.~~ ..;~

:!~~5i!~~}1~1~:Siiit~~ii~i: ~i~~~~- ~};i.~~l1~ ;i~~~ !~::~ 1~i~w~
~~--............JI---~-~~ ---- -- -- - _.,••••_--

i~i~~;~·:j-j~~~~t~~J!~[~iWi~i~1fFf~r

( l) Customer Ease Charge is TOning J2..month nYera.~.

(2) Employee headcountis as of periodend,
(3)Direot.O&M excludes dire!:! andullncated SharedServices costs and th.e provlslon for baddebt expense. Metric calculated on a rolling l2.~montll average,
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Atmos Energy Corporation
Regulated Distribution Operations
Income Statement - Comparative

I{"Y-A\1id-St1l1es
For thoPeriodEndedAugust31,. 2015

1~"~~2~~i~~~:f.~~~{1~~furgll#~~il~!f~(!i.ln~!~:¥¥~~~~~?~1t{~{~~ti;~~ ~~~~~:~~J~~l~f~tITg}'~~~~~~~~~mmij;):'$~~~~¥SP:}~~~~~~~~,~~J

i,!~I~IDritf:];~:~~iit~~.· ~~tlh1{f .;r~1~~r.~::
·~~~i~\"~~Mlt~~~~~~~~Wrkt~1~fuIltp~W~~ti{H~~~r:~7(@rl~~g~f~

l~~~~i:~i;~~·I~-~~[j1:{t~fl~·~~~{£r! ~~€i&.ii:~,
Gross pro.fit:

Delivered gas

Transportation

Otherrevenue

Total gross prlifit

$ 7,194 $ 7,183 ~ 11 $ 6)745

~~O51 2,045 6 1~881

162 156 6 182

9~4Q7 9-,384 23 8,808

$119:r711 $119~405 $ 306 $113~554

2~,480 24~990 490 23~129

3,549 2-,819 730 3)685

'I48}740 147~214 I~526 14Q~68

2~598 86 2,477 27;964 '29,343 1,379 29,545
311 52 359 3)433 37526 93 :l,370

11199 -908 1>100 13,842 14~4b6 564 13~6~P

36 1 33 1~O39 584 -(455)' 1,052

41144 1,041 3,969 46,278 47,;859 1)581 47]627

2j704 (l~:) 2)539 28,83~ 29)255 420 2,6,261

1,025 tll(.H 933 12,596 11,,818 (77.~J. 10~268

7~873 920 7,441 81,709 88,932 1,223 84)156
~

1,511 943 1)3,07 61,031 58,282 2,749 56,212

342 '$ ·594·$ 375

567 981 620

225 ,'(3&7:-) 245

12,424 13~222 798 121495

(2,244) (1;795) 449 (4783)

lQ~180 11 ...427 1,,241 9~712.

50,851 46.855 3,996 46)500

20,105 18i516 :(l.,489J .18J74.5
$ 30,7M) I$ 2S,239 s 2,507 s 2,7,755

747

l~131

(384)

54

~(16~

38944

1~203

(259)

906

3,997
2~715

1)141

6,.953 1

2,454 J

I
1,149 ~
(243)~

1,548
·612

$ 936 $

Operating Ineome

Operatingexpenses:

DirectBU O&M.

DirectSSU Charges

SSUAllocations

Provlslonfor bad.debts

Totul O&M expense

Depreclatlon & amortlzatlon

Taxes, otherthanincome

TofaI operating cxpCn&cs

Income(loss) before Income taxes

Provlsion'(Benefit)for income taxes
Nethreome(loss)

Other income (expense):

Inierest,net
Miscellaneous Income (expense), not

1:otnl other income (expense>.

IY_6~J)~~i~?4fl;~~jj~~~t~~jiat~~~~[~.~~~~i~f;~~t~{£§~~i ~$~~~~i~~

320 IResidential 299 21 309 20,056 1~,534 13.522 ~O~953 '

Commercial 394 347 47 380 12,536 1.1,040 1,496 -12~89.]

Industrlal 12J 111 $10 145 2}278 2~204 74 :1.'72~

PubileAuthorltlcs - - 0 ... "" - (j ...

Irrigation 36 38 _(~J 36 li212 1~234 3..8 1,~65

Unbllled (24) (2) :(22) 19 (20) (6) (f4) 25
Total Gns Distribution volumes 847

1

793· 54

1

889 36;12~ 33~OO6 3,]16 37~9~9

Trnnspcrtatlonvolumes 3,263 3~193 70 3,007 39i 469 38,822 647 38,24(?

T~tRI TIH~QU~.h~l1t 4~11O $;986 1.241 3,896 15,591 71,828 I ·3,763 i 7b,20S
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(I) Customer Base Ch.a.tge i$ ruUftlg 12wmonUt nVcro.gc.
(2) EmplOyee headconnt is u~·ofperiod end,
(3)DirectO&Me)(C~Ud6S directandalloealed Shkrcq Services costsandtheprovision forbad dept expense, Metric calculated on nrolling 12~m_QntJl f1.y¢~ag,e~
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Atmos Energy Corporation
Regulated Distribution Operations
Il)C01l1e Statement - Comparative

KY/Mid-States
FOJ; thePeriod Ended September 30,2Q15

~;~g:i:~~:~:~~~t~~f~~~!.r~~)\:~~:~~x~~nl~1~~J~~~!~~~~~~~i;~~iifr;·

~;~~;~uf: :~&i~~i~~' :;~t~A61~1~ !i1K~i~:~~~

$126;351 $126~77]
.$ ~(~20) $1201627

2?~8S 27,1042 343 -24j973

3~722 .2,985 '1:31 3,857

157,458 156~198 660 149,457

31~P13 32,,018 1~OO5 33~374

3~718 ~~&43 65 ~)Q94

15.6::18 15~638 a 15.,0-38

lAID 6-21 :C7:89). 1,692
51,839 52:120 281 53.l79B·

3 t~702 31~960 258 2$,991
14,684 12j792 (;1=;892) 10,785

98~225 96j872 (:t1;5~) 93,490

59~233 59~926 .(69.J) 55,.967

13;':,79 141425 846 f3,683

(2A61) (2.\019) 442 (2~O81)

ll,118 1~406 1.1288 1.1-,602

48,11.5 47~520 19.5 4~,36~

19,023 18880 {f43) 17~966

s· 19~O92 IS 28,640 s 452 s 16.399

1~~~{~~~~:~~~·~~~;;~g~~Wf~§.I!i~l1!~~l{rt~~~f~~~{ff}'fi~~~Yi-~j.f{~l ~~Jyt~~~Jjrt~{~[;~~~it[=+':fm:f?Q~~~tti~~~~J~[;~~J1.~i~~~~~J~~~~-';~~

~ii~i1t;? :':;~ttK~~~i: ·';:~u:;£~~\r;;~~~r4.
Oross proflt:

Delivered gas s 20~929 $ .2t131 $. ~8Pf) $ 20~739

Transportatlon 5;868 6,102 (~3~}) St519

Otherrevenue -513 456 57 529

Tonti gross profit 27~310 28:j289 (9}9J ·2fS~187

Op(wntlng expenses;

Di~ct~V9~M 91:020 7~960 0.:960) 8,694-

DirectSSU Charges 922 946 24 uns
SSUAllocutions 4.1307 3)700 (6.Q:?) 3~636

Provisionfor bad debts 441 108 t~132) 707

T9tal 0&.1\'1 expense 14,690 12;t114 ',H;9%) 141052

Depreciation & amortization 8~250 8,113 {I3~?~ 7~6~6

Taxes, otherthan income 4~392 '3~O24 .'(J~36R) ~J322

Total operating expenses 17~332 I 23~851 ~(3,'4g'1) 24j060

OlJe1.... t_1 ug Income (22)~ 4,438 ·{4;4-6~- 2~?27

Other incolue (cXl}en9~):

Interest, net 3,453 3,608 155 3~479

Miscellaneous income (expense), net (907) (733) 174 (77)

Totnl other Ineome (expense) -2,546 2~875 329 3~404

ncome (Ios~) before income taxes (2)568) 1;563 -:(4J?'jj (675)

.ProyisioJY~~leflt) forincome taxes (1)016) 621 1)637 (204)

Net Income(~oss) S ·(1~55:1) $ 942 $ (.~~49.~)1 $ (411)

I

1$'~t~m1~7tM!iWIt,1~l~~f~~g:~~~H~~1~~~~?fi~~~~~\~~~·~~
Residential 959 903 56 '978 20~379 18~83S ~~541 21,275

Commercial 1:J60 li.lSO gO 1~205 12.~9l7 11~424 liJ.93 J3;309

Industrial 297 319 ..(a~) 439 ~~359 ·2,313 46 2~863

PublioAuthorities - - 0 - .. .. -.0 R

Irrigation ~O4 114 ·tIQ) 120 1~g06 IJ273 33 IAOG
Unbilled (21) (3) (1&) ·36 (12) (5) ·;(1~ 25

T9f1\1 Gas l?i~tt'ib!1tio~ V:OIU1Ut5 2)499 2,413 8~ 2J778 36~.~49 33:J843 3~~~.6 38;,878

Transportatlo••v(tlmucS 9~399 9j516 . ~(1·17J 9~O63 42)528 42)036 -492 41,338
T(tt~l ThltQughput .11t898 I 11.929 ;(31) .jl~8-41 79,477 75~79 3,598 80,216





Case No. 2015-00343
Atmos Energy Corporation, Kentucky Division

Forecasted Test Period Filing Requirements
MFR FR 16(7)(p)

Page 1 of 1

REQUEST:

Section 16. Applications for General Adjustments of Existing Rates.

(7) Each application requesting a general adjustment in rates supported by a fully
forecasted test period shall include the following or a statement explaining why
the required information does not exist and is not applicable to the utility's
application:
(p) A copy of the utility's annual report on Form 10-K as filed with the

Securities and Exchange Commission for the most recent two (2) years,
and any Form 8-K issued during the past two (2) years, and any Form 10­
Q issued during the past six (6) quarters;

RESPONSE:

Please see attachment FR_16(7)(p)_Att1 for the Form 10-K filings during the last two
years, attachment FR_16(7)(p)_Att2 for the Form 8-K filings during the last two years,
and attachment FR_16(7)(p)_Att3 for the Form 10-0 filings during the last six quarters,

ATTACHMENTS:

ATTACHMENT 1 - Atmos Energy Corporation, FR_16(7)(p)_Att1 - Form 10-K.pdf, 254
Pages.

ATTACHMENT 2 - Atmos Energy Corporation, FR_16(7)(p)_Att2 - Form 8-K.pdf t 228
Pages.

ATTACHMENT 3 - Atmos Energy Corporation, FR_16(7)(p)_Att3 - Form 10-Q~pdf, 324
Paqes.

Respondent: Jason Schneider



"o
:::cs::



CASE NO. 2015-00343
FR_16(7)(p)

ATIACHMENT 1

UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form lO-K -
(Mark One)

[2]

D

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended September 30, 2013

OR
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 1·10042

Atmos Energy Corporation
(Exact name ofregistrantas specified in its charter)

Texas and Virginia 75..1743247
(State or other jurisdiction of (IRS employer

incorporation or organization) identification no.)

Three Lincoln Centre, Suite 1800
5430 LBJ Freeway, Dallas, Texas 75240

(Address ofprincipal executive offices) (Zip code)

Registrant's telephone number, including area code:
(972) 934-9227

Securities registered pursuant to Section 12(b) of the Act:
Name of Each Exchange

Title of Eacb Class on Which Registered

Accelerated filer D Non-accelerated filer D Smaller reporting company D
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes 0 No 0
The aggregate market value of the common voting stock held by non-affiliates of the registrant as of the last business day of the

registrant's most recently completed second fiscal quarter, March 31, 2013, was $3,816,801,052~

As of November 8, 2013, the registrant had 90,912,251 shares of common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Common stock, No Par Value New York Stock Exchange
Securities registered pursuant to Section 12(g) of the Act:

None

Indicate by check mark if the registrant is a well-known seasoned issuer ~ as defined in Rule 405 of the Securities
Act. Yes GZJ No D

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act Yes 0 No i2J

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days. Yes 0 No D

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Inter­
active Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the
preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes [ZJ No 0

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.45) is not contained herein,
and will not be contained, to the best of registrant's knowledge, in definitive proxy or information statements incorporated by reference
in Part ITl of this Form lO-K or any amendment to this Ponn lO-K. D

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller
reporting company, See definitions of "large accelerated filer," "accelerated filer" and "smaller reporting company" in Rule 12b-2 of the
Exchange Act. (Check one):

Large accelerated filer 0

Portions of the registrant's Definitive Proxy Statement to be filed for the Annual Meeting of Shareholders on February 5; 2014 are
incorporated by reference into Part ill of this report
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GLOSSARY OF KEY TERMS

AEC . . . . . . . ~ . . ~ . . . . . ~ . . . . . . . . . .. Atmos Energy Corporation

AEH . . . . . . . . . . . . . . . . . . . . . . . . . . .. Atmos Energy Holdings; Inc.

AEM .. ~ ~ ~ ~ . . . . . . .. Atmos Energy Marketing, LLC

AGel. . . . . . . . . . . . . . . . . . . . . . . . . .. Accumulated Other Comprehensive Income

APS ~ ~ .. ~ . . . . . . . . . . . . .. Atmos Pipeline and Storage, LLC

ATO . . . . . . . . . . . . . . . . . . . . . . . . . . .. Trading symbol for Atmos Energy Corporation common stock on the
New York Stock Exchange

Bcf . . . . . . . . . . . . . . . ~ . . ~ . . . ~ . . . . .. Billion cubic feet

CFTC . . . . . . . . . . . . . . . . . . . . . . . . . .. Commodity Futures Trading Commission

COSO "...................... Committee of Sponsoring Organizations of the Treadway Commission

ERISA ~ ~ . .. Employee Retirement Income Security Act of 1974

FASB . . . . . . . . . . . . . . . . . . . . . . . . . .. Financial Accounting Standards Board

FERC ~ . . . . . . . . . . . . . . . . . . . . . . . . .. Federal Energy Regulatory Commission

Fitch . ~ ... ~ . . . . . . . . . . . . . . . . . . . . .. Fitch Ratings; Ltd.

GAAP '" ~ ~ ~ . . ~ . . . Generally Accepted Accounting Principles

GRIP Gas Reliability Infrastructure Program

GSRS ~ . . . . . . . . . . . . . . . . . . . . . . . . .. Gas System Reliability Surcharge

ISRS ~ .. ~ ~ . A • • • • • • • •• Infrastructure System Replacement Surcharge

KPSC . . . . . . . . . . . . . . . . . . . . . . . . . .. Kentucky Public Service Commission

LTIP . ~ .. ~ ~ ~ . . . . . . . . . .. 1998 Long-Term Incentive Plan

Mef .. ~ . . . . . . . . . . . . . . . . . . . . ~ Thousand cubic feet

MDWQ Maximum daily withdrawal quantity

Mid-Tex Cities Represents 440 of the 441 incorporated cities, or approximately 80
percent of the Mid-Tex Division's customers, with whom a
settlement agreement was reached during the fiscal 2008 second
quarter.

rvnvIcf . ~ ~ . . . . . . . . . . . . . . . . . . . .. Million cubic feet
Moody's ~ * • • • • • • • • • •• Moody's Investor Services, Inc.

NYMEX ~ .. & •••••••• A •• New York Mercantile Exchange, Inc.

NYSE ~ ~ .. ~ .. New York Stock Exchange

PAP ~ ~ .. ~ .. ~ .. ~ . ~ Pension Account Plan

PPA . . . . . . . . . . . . . ~ . . . . . . . . . .. Pension Protection Act of 2006

RRC .. * • • • • • • • • • • • • • • • • • • • • • • • •• Railroad Commission of Texas

RRM ~ * • K Rate Review Mechanism

RSC . A • ~ ••• z ••••• ~ •••• ~ Rate Stabilization Clause

S&P . . . . . . . . . . . . . . . . . . . . . . . . . . .. Standard & Poor's Corporation

SEC United States Securities and Exchange Commission

SRF ~ .. ~ ~ ~ ~ * •• ~ •• * •• Stable Rate Filing

WNA .. ~ ~ ~ .. ~ ~. Weather Normalization Adjustment

3
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PART I

The terms "we," "our," "us", "Atmos Energy" and the "Company" refer to Atmos Energy Corporation and
its subsidiaries, unless the context suggests otherwise.

ITEM 1. Business..

Overview and Strategy

Atmos Energy Corporation, headquartered in Dallas, Texas, and incorporated in Texas and Virginia, is
engaged primarily in the regulated natural gas distribution and transmission and storage businesses as well as
other nonregulated natural gas businesses. We deliver natural gas through regulated sales and transportation
arrangements to over three million residential, commercial, public authority and industrial customers in eight
states located primarily in the South, which makes us one of the country's largest natural-gas-only distributors
based on number of customers. We also operate one of the largest intrastate pipelines in Texas based on miles of
pipe.

Over the last two fiscal years, we have sold our natural gas distribution operations in four states to stream­
line our regulated operations. On Aprill, 2013, we completed the divestiture of our natural gas distribution
operations in Georgia, representing approximately 64,000 customers, and in August 2012~ we completed the sale
of our natural gas distribution operations in Missouri, Illinois and Iowa, representing approximately 84,000 cus­
tomers. "

Through our nonregulated businesses, we provide natural gas management, marketing, transportation and
storage services to municipalities, local gas distribution companies, including certain of our natural gas dis­
tribution divisions and industrial customers principally in the Midwest and Southeast.

Our overall strategy is to:

• deliver superior shareholder value,

• improve the quality and consistency of earnings growth, while operating our business exceptionally well

• invest in our people and infrastructure

• enhance our culture.

We have delivered excellent shareholder value by growing our earnings and increasing our dividends for
over 25 consecutive years. Over the last five years ~ we have achieved growth by implementing rate designs that
reduce or eliminate regulatory lag and separate the recovery of our approved margins from customer usage pat­
terns. In addition, we have developed various commercial opportunities within our regulated transmission and
storage operations.

OUf core values include focusing on our employees and customers while conducting our business with
honesty and integrity. We continue to strengthen our culture through ongoing communications with our employ­
ees "andenhanced employee training.

Operating Segments

We operate the Company through the following three segments:

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

• The regulated transmission and storage segment, which includes the regulated pipeline and storage oper­
ations of our Atmos Pipeline - Texas Division and

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

4



CASE NO. 2015-00343
FR_16(7)(p}

ATIACHMENT 1

These operating segments are described in greater detail belowA

Natural Gas Distribution Segment Overview

Our natural gas distribution segment is comprised of our six regulated natural gas distribution divisions.
This segment represents approximately 65 percent of our consolidated net income. The following table summa­
rizes key information about these divisions, presented in order of total rate base. See Note 16 in the consolidated
financial statements for a description of the completed sales of our Missouri; Illinois, Iowa and Georgia service
areas. We operate in our service areas under terms of non-exclusive franchise agreements granted by the various
cities and towns that we serve. At September 30, 2013, we held 998 franchises having terms generally ranging
from five to 35 years. A significant number of our franchises expire each year, which require renewal prior to the
end of their terms. We believe that we will be able to renew our fran chises as they expire.

Communities Customer
Division Service Areas Served Meters

1,560~409

230 179,708
123,590

20,358

300 342,187
80 293,802

110 255,730

170 99,654
136,542

550

KentuckyMid-States .

Mid-Tex

Mississippi .

Colorado-Kansas ~ .

Louisiana ~.. ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . ~ . . .

West Texas ~ . . . . . . . ~ ~ .

Texas, including
the DallaslFort

Worth
Metroplex

Kentucky
Tennessee
Virginia

Louisiana
Amarillo;
Lubbock,
Midland

Mississippi

Colorado
Kansas

Our natural gas distribution business is a seasonal business. Gas sales to residential and commercial custom­
ers are greater during the winter months than during the remainder of the year~ The volumes of gas sales during
the winter months will vary with the temperatures during these months. Historie allY» this generally has resulted in
higher operating revenues and net income during the period from October through March of each fiscal year and
lower operating revenues and either lower net income or net losses during the period from April through Sep­
tember of each fiscal year. However, rate design changes implemented during the first quarter of fiscal 2013 in
our Mid-Tex and West Texas Divisions should change this trend. The rate design approved in these regulatory
proceedings includes an increase to the customer base charge and a decrease in the consumption charge applied
to customer usage, The effect of this change in rate design allows our rates to be more closely aligned with the
natural gas distribution industry standard rate design. In addition, we anticipate these divisions, which represent
approximately 50 percent of the operating income for our natural gas distribution segment; will earn their operat­
ing income more ratably over the fiscal year as they are now less dependent on customer consumption,

Revenues in this operating segment are established by regulatory authorities in the states in which we oper­
ate. These rates are intended to be sufficient to cover the costs of conducting business and to provide a reasonable
return on invested capital. In addition, we transport natural gas for others through our distribution system.

Rates established by regulatory authorities often include cost adjustment mechanisms for costs that (i) are
subject to significant price fluctuations compared to our other costs; (ii) represent a large component of our cost
of sendee and (iii) are generally outside our control.

Purchased gas cost adjustment mechanisms represent a common form of cost adjustment mechanism. Pur­
chased gas cost adjustment mechanisms provide natural gas distribution companies a method of recovering pur­
chased gas costs on an ongoing basis without filing a rate case because they provide a doIIar-for-dollar offset to
increases or decreases in natural gas distribution gas costs. Therefore, although substantially all of our natural gas
distribution operating revenues fluctuate with the cost of gas that we purchase, natural gas distribution gross
profit (which is defined as operating revenues less purchased gas cost) is generally not affected by fluctuations in
the cost of gas.
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Additionally, some jurisdictions have introduced performance-based ratemaking adjustments to provide
incentives to natural gas distribution companies to minimize purchased gas costs through improved storage
management and use of financial instruments to lock in gas costs. Under the performance-based ratemaking
adjustment, purchased gas costs savings are shared between the utility and its customers.

Regulatory authorities have approved weather normalization adjustments (WNA) for approximately 97
percent of residential and commercial margins in our service areas as a part of our rates. WNA minimizes the
effect of weather that is above or below normal by allowing us to increase customers' bills to offset the effect of
lower gas usage when weather is warmer than normal and decrease customers' bills to offset the effect of higher
gas usage when weather is colder than normal.

The following table provides a jurisdictional rate summary for our regulated operations. This information is
for regulatory purposes only and rnay not be representative of our actual financial position.

Authorized
Effective Authorized Debt! Authorized

Date of Last Rate Base Rate of Equity Return
Division Jurisdiction Rate/GRIP Action (thousands)(1) Return(l) Ratio on Equity(l)

Atmos Pipeline - Texas Texas 05/01/2011 $807,733 9.36% 50/50 11.80%
Atmos Pipeline - Texas -

GRIP ~ . . . ~ . . . ~ . . . ~ . . . . . Texas 05/07/2013 979,324 9.36% N/A 11.80%

Colorado-Kansas ................ Colorado 01/04/2010 86,189 8.57% 50/50 10.25%

Kansas 09/01/2012 160~O75 (2) (2) (2)

KentuckylIvIid-States ..... .. Kentucky 06/01/2010 221,340{3) (2) (2) (2)

Tennessee 11/08/2012 201,359 8.28% 49/51 10.10%

Virginia 11/23/2009 36;861 8~48% 51/49 9.50% - 10~50%
Louisiana .. " ................. Trans LA 04/01/2013 105~527 7.94% 52/48 10.00% - 10.80%

LGS 07/01/2013 298,642 8~O8% 52/48 10.40%
Mid-Tex Cities ... ~ ...... ~ . Texas 12/04/2012 1,512~986(4) 8c57% 48/52 10.50%

Mid-Tex-Dallas ~ ...... ~ . Texas 06/01/2013 1,619,429(4) 8~35% 48/52 10.10%

Mississippi .. ~ ~ .. ~ ... ~ .... Mississippi 11/01/2012 287,646 8~O4% 49/51 9.64%
West Texas(5) ....... -II ........... ill Texas 10/01/2012 271,590 (2) (2) (2)

Annual
Bad Debt Rate Infrastructure Performance-Based

Division Jurisdiction Rider(6) Mechanism Mechanism Rate Program'" WNA Period

Atmos Pipeline - Texas ... Texas No No Yes N/A N/A
Colorado-Kansas ....... ~ .. Colorado Yes(8) No Yes No N/A

Kansas Yes No Yes No October - May
Kentucky/Mid-States .. a ••• Kentucky Yes No Yes Yes November - April

Tennessee Yes No No Yes October - April
Virginia Yes No Yes No January - December

Louisiana ............ ~ .. Trans LA No Yes No No December -March
LGS No Yes No No December -March

Mid-Tex Cities ~ .......... Texas Yes Yes Yes No November -April

Mid-Tex - Dallas ........ Texas Yes Yes Yes No November -April

Mississippi . . . . . . . ~ . . . . . . Mississippi No Yes No Yes November -April
West Texas(5) .. 0 •• 0 ••• a 0 • Texas Yes No Yes No October -May

(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 return and returns on
equity are not necessarily indicative of current or future rate bases, rates of return or returns on equity.
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(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) Kentucky rate base consists of $184.7 million included in the June 2010 rate case and $36.6 million included
in the October 2012 PRP surcharge. A total of $36.6 million of the Kentucky rate base amount was granted
in the annual PRP filing with an effective date of October 1~ 2012, an authorized rate of return of 8.74 per­
cent and an authorized return o~ equity of 10.50 percent.

(4) The Mid-Tex Rate Base amounts for the Mid-Tex Cities and Dallas areas represent "system-wide", or 100
percent, of the Mid-Tex Division's rate base.

(5) On October 2, 2012, a rate case settlement was approved by the Texas Railroad Commission (RRC) that
combined the fanner Amarillo, Lubbock and West Texas jurisdictions into a single "West Texas" juris­
diction.

(6) The bad debt rider allows us to recover from ratepayers the gas cost portion of uncollectible accounts.

(7) The performance-based rate program provides incentives to natural gas distribution companies to minimize
purchased gas costs by allowing the companies and its customers to share the purchased gas costs savings.

(8) The Company and Commission Staff have agreed to roll the recovery of the gas portion of uncollectible
accounts back into base rates as part of the current rate proceeding.

Our supply of natural gas is provided by a variety of suppliers, including independent producers, marketers
and pipeline companies and withdrawals of gas from proprietary and contracted storage assets. Additionally, the
natural gas supply for our Mid-Tex Division includes peaking and spot purchase agreements.

Supply arrangements consist of both base load and swing supply (peaking) quantities and are contracted
from our suppliers on a firm basis with various terms at market prices. Base load quantities are those that flow at
a constant level throughout the month and swing supply quantities provide the flexibility to change daily quanti­
ties to rnatch increases or decreases in requirements related to weather conditions.

Except for local production purchases, we select our natural gas suppliers through a competitive bidding
process by periodically requesting proposals from suppliers that have demonstrated that they can provide reliable
service. We select these suppliers based on their ability to deliver gas supply to our designated firm pipeline
receipt points at the lowest reasonable cost. Maj or suppliers during fiscal 2013 were Anadarko Energy Services
Company, BP Energy Company, ConocoPhillips Company, Devon Gas Services, L~P., Enterprise Products
Operating LLC t Iberdrola Energy Services, LLC, Sequent Energy Management, L.P., Targa Gas Marketing LLC,
Tenaska Marketing Ventures, Texla Energy Management, Inc. and Atmos Energy Marketing, LLC, our natural
gas marketing subsidiary.

The combination of base load, peaking and spot purchase agreements, coupled with the withdrawal of gas
held in storage, allows us the flexibility to adjust to changes in weather, which minimizes our need to enter into
long-term finn commitments. We estimate our peak-day availability of natural gas supply to be approximately
4.4 Bcf The peak-day demand for our natural gas distribution operations in fisca12013 was on January 15,2013,
when sales to customers reached approximately 3~1 Bet

Currently, our natural gas distribution divisions, except for our Mid-Tex Division, utilize 35 pipeline trans­
portation companies, both interstate and intrastate, to transport our natural gas. The pipeline transportation
agreements are finn and many of them have ''pipeline no-notice" storage service, which provides for daily
balancing between system requirements and nominated flowing supplies. These agreements have been negotiated
with the shortest term necessary while still maintaining our right of first refusaL The natural gas supply for our
Mid-Tex Division is delivered primarily by our Atmos Pipeline - Texas Division.

To maintain our deliveries to high priority customers, we have the ability, and have exercised our right, to
curtail deliveries to certain customers under the terms of interruptible contracts or applicable state regulations or
statutes. OUf customers' demand on our sys tern is not necessarily indicative of our ability to meet current or
anticipated market demands or immediate delivery requirements because of factors such as the physicallimi­
tations of gathering, storage and transmission systems, the duration and severity of cold weather, the availability
of gas reserves from our suppliers, the ability to purchase additional supplies on a short-term basis and actions by
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federal and state regulatory authorities. Curtaihnent rights provide us the flexibility to meet the human-needs
requirements of our customers on a firm basis. Priority allocations imposed by federal and state regulatory agen­
cies, as well as other factors beyond our control, may affect our ability to meet the demands of our customers.
We anticipate no problems with obtaining additional gas supply as needed for our customers.

Regulated Transmission and Storage Segment Overview

Our regulated transmission and storage segment consists of the regulated pipeline and storage operations of
our Atmos Pipeline - Texas Division (AP~). APT is one of the largest intrastate pipeline operations in Texas
with a heavy concentration in the established natural gas-producing areas of central, northern and eastern Texas,
extending into or near the major producing areas of the Texas Gulf Coast and the Delaware and Val Verde Basins
of West Texas. It transports natural gas to our Mid-Tex Division, transports natural gas for third parties and
manages five underground storage reservoirs in Texas. We also provide ancillary services customary in the pipe­
line industry including parking and lending arrangements and sales of excess gas, This segment represents
approximately 30 percent of our consolidated operations.

Gross profit earned from our Mid-Tex Division and tlrrough 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 year provided that we file a
complete rate case at least once every five years. Atmos Pipeline - Texas' existing regulatory mechanisms
allow certain transportation and storage services to be provided under market-based rates with minimal regu­
lation.

Nonregulated Segment Overview

OUT nonregulated operations are conducted through Atmos Energy Holdings, Inc. (AEH), a wholly-owned
subsidiary of Atmos Energy Corporation, and represent approximately five percent of our consolidated net
income.

AEH's primary business is to buy~ sell and deliver natural gas at competitive prices to approximately 1,000
customers located primarily in the Midwest and Southeast areas of the United States. AEH accomplishes this
objective by aggregating and purchasing gas supply, arranging transportation and storage logistics and effectively
managing commodity price risk.

AEH also earns storage and transportation demand fees primarily from our regulated natural gas distribution
operations in Louisiana and Kentucky ~ These demand fees are subject to regulatory oversight and are renewed
periodically.

Ratemaking Activity

Overview

The method of determining regulated rates varies among the states in which our regulated businesses oper­
ate. The regulatory authorities have the responsibility of ensuring that utilities in their jurisdictions operate in the
best interests of customers while providing utility companies the opportunity to earn a reasonable return on their
investment. Generally, each regulatory authority reviews rate requests and establishes a rate structure intended to
.generate revenue sufficient to cover the costs of conducting business and to provide a reasonable return on
invested capital.

Our ra te strategy focuses on reducing or eliminating regulatory lag, obtaining adequate returns and provid­
ing stable, predictable margins, which benefit both our customers and the Company w As a result of our rate­
making efforts in recent years, Atmos Energy has:

• Annual ratemaking mechanisms in place in four states that provide for an annual rate review and adjust­
ment to rates for approximately 69 percent of our natural gas distribution gross margin.

• Accelerated recovery of capital for approximately 74 percent of our natural gas distribution gross margin.
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• Enhanced rate design that allows us to defer certain elements of our cost of service until they are included
in rates, such as depreciation, ad valorem taxes and pension costs.

• WNA mechanisms in seven states that serve to minimize the effects of weather on approximately 97 per­
cent of our natural gas distribution gross margin.

• The ability to recover the gas cost portion of bad debts for approximately 75 percent of our natural gas
distribution gross margin.

Although substantial progress has been made in recent years by improving rate design across Atmos
Energy's operating areas; we will continue to seek improvements in rate design to address cost variations that are
related to pass-through energy costs beyond our control. Further, potential changes in federal energy policy and
adverse economic conditions will necessitate continued vigilance by the Company and our regulators in meeting
the challenges presented by these external factors.

Recent Ratemaking Activity

Substantially all of our regulated revenues in the fiscal years ended September 30, 2013, 2012 and 2011
were derived from sales at rates set by or subject to approval by local or state authorities. Net operating income
increases resulting from ratemaking activity totaling $98.1 million, $30.7 million and $72.4 million, became
effective in fiscal 2013, 2012 and 2011, as summarized below:

$15,033

35,216

20,502
1,675

$72,426

$30,936
9,152

56,700
1;322

$98,110

Annual Increase to Operating
Income For the Fiscal Year Ended September 30

2013 2012 2011
(In thousands)

$19,172
7,044

4,309
167

$30,692

Rate Action

Infrastructure programs .. ~ .

Annual rate filing mechanisms . ~ . . . . . . . . . . . . . . . .. ~ .

Rate case filings w • • K • • ~ • • • • • • • • • • • • • • • • • • • •

Other ratemaking activity .. ~ . . . . . . . . . . .. . . . .. ~ ... w ....

Additionally, the following ratemaking efforts were initiated during fiscal 2013 but had not been completed
as of September 30, 2013:

Division Rate Action Jurisdiction
Operating Income

Requested

Colorado-Kansas . . . . . . . .

KentuckyMid-States .....

Mid-Tex Division .

Mississippi ~ .

Rate Case(l)

Rate Case
PRP(2)

PRP(2)

GRIP(3)

RRM(4)

Stable Rate Filing(S)

Colorado

Kentucky

Kentucky

Virginia

Railroad Commission - Environs

Mid-Tex Cities

Mississippi

(In thousands)

$10,891

13,133

2,493

213

768

17,077

$44,575

(1) This rate case seeks a multi-year step increase in annual operating income of $4.5 million on January 1,
2014, $2.9 minion on July 1,2014 and $3.5 million on July 1,2015.

(2) The Pipeline Replacement Program (PRP) surcharge relates to a long-term program to replace aging infra­
structure. The Kentucky and Virginia PRPs were implemented on October 1, 2013.

(3) The Gas Reliability Infrastructure Program (GRIP) surcharge relates to replacing aging infrastructure as well
as other changes in net plant The surcharge is calculated on a system-wide basis, but is only filed with the
Railroad Commission for unincorporated areas served by the Mid-Tex Division.
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Effective
Date

Increase in Annual
Operating Income

(In thousands)

Period
EndDivision

(4) The Rate Review Mechanism (RRM) is an annual rate filing mechanism that allows us to refresh our rates on
a periodic basis without filing a formal rate case. The current RRM program was approved by the Mid-Tex
Cities in the summer of 2013~ The first filing under the mechanism was made in July of 2013 and has been
settled for $12.5 million to be implemented on November 1, 2013.

(5) The Stable Rate Filing shows no deficiency, thus no change in operating income is anticipated from the cur­
rent year filing.

OUf recent ratemaking activity is discussed in greater detail below.

Infrastructure Programs

As discussed above in "Natural Gas Distribution Segment Overview" and "Regulated Transmission and
Storage Segment Overview," infrastructure programs such as GRIP allow our regulated divisions the opportunity
to include in their rate base annually approved capital costs incurred in the prior calendar year. We currently have
infrastructure programs in Texas, Kansas, Kentucky and Virginia. The following table summarizes our infra­
structure program filings with effective dates during the fiscal years ended September 30, 2013, 2012 and 2011:

Incremental Net
Utility Plant
Investment

(In thousands)
2013 Infrastructure Programs:

Atmos Pipeline - Texas . a ••••••• ~ • ~ ~ ••••••• 12/2012 $156,440 $26,730
Colorado-Kansas - Kansas II 11:11 ill II ... -II ill ..... "1: ..... 09/2012 5,376 601
Kentucky/Mid-States - Georgia{I){2) ... I II II ... II ill II II 09/2011 6,519 1,079
Kentucky/Mid-States - Kentuckyw ...... II II II t: II 09/2013 19,296 2;425
KentuckylMid-States - Virginia .. ~ ........ ~ . 09/2013 756 101

Tota12013 Infrastructure Programs ... ~ ...... $188,387 $30;936

2012 Infrastructure Programs:
Mid-Tex Unincorporated (Environs)(3) ........... 12/2011 $145,671 $ 744
Atmos Pipeline - Texas ~ . . . ~ . . . . . ~ . . .. . . . a • • 12/2011 87,210 14,684
Kentucky/Mid-States - Georgia(1)(2) 1' ......... II ... 09/2010 7~160 1,215
Kentucky/Mid-States - Kentuckyw ............... 09/2012 17,347 2,529

Total 2012 Infrastructure Programs ~ ~ .. ~ ..... $257;388 $19,172

2011 Infrastructure Programs:
Atmos Pipeline - Texas ~ ~ .. ~ . . . . . . . .. ~ . ~ ... 12/2010 $ 72,980 $12,605
Mid-Tex/Environs ~ ~ ........... ~ .. ~ ........ 12/2010 107,840 576
West Texas/Lubbock & WT Cities Environs II -II. ill 12/2010 17,677 343
KentuckylMid-States - Kentuckyw .,. •. ,. .... II. 09/2011 3,329 468
KentuckylMid-States - Missouri'< .. ~ ........ 09/2010 2,367 277
Kentucky/Mid-States - Georgia(1)(2) II ..... ill t: ill ill ••• 09/2009 5,359 764

Total 2011 Infrastructure Programs .... a •• A •• $209,552 $15,033

05/07/2013
01/09/2013
10/01/2012·
10/01/2012
10101/2012

06/26/2012
04/10/2012
10/01/2011
10101/2011

07/26/2011
06/27/2011
06101/2011
06/01/2011
02/14/2011
10101/2010

(1) On April I, 2013, we completed the sale of our Georgia operations to Liberty Energy (Georgia) Corp., an
affiliate of Algonquin Power & Utilities Corp. The increase in operating income arising from the
implementation of new rates is included as a component of discontinued operations through March 31, 2013.

(2) The Pipeline Replacement Program (PRP) surcharge relates to a long-term program to replace aging infra­
structure.

(3) Incremental net utility plant investment represents the system-wide incremental investment for the Mid-Tex
Division. The increase in annual operating income is for the unincorporated areas of the Mid-Tex Division
only.

(4) Infrastructure System Replacement Surcharge (ISRS) relates to maintenance. capital investments made since
the previous rate case.
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Annual Rate Filing Mechanisms

As an instrument to reduce regulatory lag, annual rate filing mechanisms allow us to refresh our rates on a
periodic basis with au t filing a formal rate case. However, these filings still involve discovery by the appropriate
regulatory authorities prior to the final dete1111ination of rates under these mechanisms. We currently have annual
rate filing mechanisms in our Louisiana and Mississippi divisions and in a portion of our Texas divisions. These
mechanisms are referred to as Dallas annual rate review (DARR) and rate review mechanisms (RRM) in our
Mid-Tex Division; stable rate filings in the Mississippi Division and the rate stabilization clause in the Louisiana
Division. The following table summarizes filings made under our various annual rate filing mechanisms;

Increase
(Decrease) in

Annual
Operating Effective

Division Jurisdiction Test Year Ended Income Date
(In thousands)

2013 Filings:
Louisiana .... ~ ... ~ ........................ LGS 12/31/2012 $ 908 07/01/2013

Mid-Tex . . . . ~ . . . . " "" a " " " " • " • ~ " • ~ " A ~ " • • City of Dallas 9/3012012 1,800 06/01/2013
Louisiana ~ """ ~ .. ~ .......... ~ ................ TransLa 9/30/2012 2,260 04/01/2013
Kentucky!Mid-States . . . . . . . . . . . .. . . . ... ~ . Georgiav') 9/30/2013 743 02/01/2013

Mississippi. " K " " " z " " " ~ ~ " " " • ~ • ~ ... ~ " • ~ " " • Mississippi 613012012 3,441 11/01/2012

Tota12013 Filings ................. ,. ........ $ 9,152

2012 Filings:

Louisiana ........... "" a " " " ~ • ~ • ~ " • " " • ~ " ... LGS 12/31/2011 $ 2,324 07/01/2012
Mid-Tex .. "" ................................ Dallas 9/30/2011 1,204 06/01/2012
Louisiana ........... ~ .................... Trans La 913012011 11 04/01/2012

Kentucky/Mid-States "" . """ "" . "" .. " . ~ " ~ "" . Georgiav 9/30/2011 (818) 02/01/2012
Mississippi . . . . . . . . . . . . . . . ................ Mis sissippi 6/30/2011 4,323 01/11/2012

Total 2012 Filings ill ill .. II ill ill 41 ill .. ill ...... ill .. II ill .. ill ill. $ 7,044

2011 Filings:
Mid-Tex ............... ".... " ~ "".......... Mid- Tex Cities 12/31/2010 $ 5,126 09/27/2011
Mid -Tex . "" a ~ " " " ~ • • * ~ • " • • .. • .. • • • • • .. ~ " c ~ Dallas 12/31/2010 1,084 09/27/2011
West Texas II ... II ..... II ........................... Lubbock 1213112010 319 09/08/2011

West Texas ....................................... Amarillo 12/31/2010 (492) 08/01/2011

Louisiana ..... "" . """ a " " " " • " • ~ " • " " • ~ " • ~ LGS 12/31/2010 4,109 07/01/2011
Mid-Tex ~ .. " ............................. ~ . Dallas 12/31/2010 1,598 07/01/2011
Louisiana ... ~ . . . y • • • • " • • • ~ • • " • .. • • .. • • • .. Transl.a 9/30/2010 350 04/01/2011
Mid -Tex ~ """ K " " • • " • • .. • • ~ " .. • .. • • • • " .. ~ • ~ ~ Mid- rex Cities 12/31/2009 23,122 10/01/2010

Tota12011 Filings "" w " " " " " ~ " ~ " " • " " " " a ~ $35~216

(1) On April 1, 2013, we completed the sale of our Georgia operations to Liberty Energy (Georgia) Corp., an
affiliate of Algonquin Power & Utilities Corp. The increase in operating income arising from the
implementation of new rates is included as a component of discontinued operations through March 31, 2013.

From 2008 through fiscal 2011 , the Mid-Tex Division had an annual rate review mechanism (RRM) for
approximately 80 percent of its customers, which allowed it to update rates annually without the necessity of fil­
ing a general rate case. In fiscal 2013, a new RRM was approved for these customers.
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Since June 2011~ the Mid-Tex Division has operated under a Dallas Annual Rate Review Mechanism
(DARR) that provides the ability for it to annuallyupdate rates for its City of Dallas customers without the
necessity of filing a general rate case. The first rates were implemented under the DARR in June 2012.

During fiscal 2011, the RRC' s Division of Public Safety issued a new rule requiring natural gas distribution
companies with operations in Texas to develop and implement a risk-based program for the renewal or replace­
ment of distribution facilities, including steel service lines. The rule allows for the deferral of all expenses asso­
ciated with capital expenditures incurred pursuant to this rule until the expenses are included in rates, including
the recording of interest on the deferred expenses.

Rate Case Filings

A rate case is a formal request from Atmos Energy to a regulatory authority to increase rates that are
charged to customers. Rate cases may also be initiated when the regulatory authorities request us to justify our
rates. This process is referred to as a "show cause" action. Adequate rates are intended to provide for recovery of
the Company's costs as well as a fair rate of return to our shareholders and ensure that we continue to safely
deliver reliable, reasonably priced natural gas service to our customers. The following table summarizes our
recent rate cases:

Division

2013 Rate Case Filings:
Mid-Tex ~ . a a .

KentuckyMid-States . . . . .. . . .. . . . . . . . . . .. a .

West Texas a a ••• a .

Total 2013 Rate Case Filings

2012 Rate Case Filings:
Colorado-Kansas ~ ~ a

West Texas - Environs " .

Total 2012 Rate Case Filings

2011 Rate Case Filings:
West Texas - Amarillo Environs ~ .

Atmos Pipeline - Texas ~ ..

Total 2011 Rate Case Filings .

12

State

Texas

Tennessee

Texas

Kansas

Texas

Texas

Texas

Increase in Annual
Operating Income

(In thousands)

$42~601

7,530

6,569

$56,700

$ 3,764
545

$ 4~309

$ 78
20;424

$20,502

Effective Date

12/04/2012
11/08/2012
10/01/2012

09/01/2012
11/08/2011

07/26/2011
05/01/2011
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Other Ratemaking Activity

The following table summarizes other ratemaking activity during the fiscal years ended September 30, 2013,
2012 and 2011:

Division Jurisdiction Rate Activity

Increase in
Annual

Operating
Income

Effective
Date

(In thousands)

02/01/2013

01/14/2012

$1,322

$1,322

$ 167

$ 167

Ad Valorem'»

Ad Valorem'D

Kansas

Tota12012 Other Rate Activity

2013 Other Rate Activity:
Colorado-Kansas .. ~ ~ . ~ ~ .. ~ . ~ ... ~. Kansas

Tota12013 Other Rate Activity

2012 Other Rate Activity:
Colorado-Kansas ~. ~ .

2011 Other Rate Activity:
West Texas ~ .
Colorado-Kansas .. ~ ~ .. ~ . . . . . . . . . .

Colorado-Kansas .

Total 2011 Other Rate Activity ....

Triangle
Kansas

Colorado

Special Contract
Ad Valorem'!'
AMI(2)

$ 641
685
349

$1,675

07/01/2011
01/01/2011
12/01/2010

(1) The Ad Valorem filing relates to a collection of property taxes in excess of the amount included in our Kan­
sas service area's base rates.

(2) Automated Meter Infrastructure (AMI) relates to a pilot program in the Weld County area of our Colorado
service area.

Other Regulation

Each of our natural gas distribution divisions and our regulated transmission and storage division is regu­
lated by various state or local public utility authorities. We are also subject to regulation by the United States
Department of Transportation with respect to safety requirements in the operation and maintenance of our trans­
mission and distribution facilities, In addition, our distribution operations are also subject to various state and
federal laws regulating environmental matters. From time to time we receive inquiries regarding various
environmental matters. We believe that our properties and operations substantially comply with, and are operated
in substantial conformity with, applicable safety and environmental statutes and regulations. There are no admin­
istrative or judicial proceedings arising under environmental quality statutes pending or known to be con­
templated by governmental agencies which would have a material adverse effect on us or our operations. OUf

environmental claims have arisen primarily from former manufactured gas plant sites.

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

Although our natural gas distribution operations are not currently in significant direct competition with any
other distributors of natural gas to residential and commercial customers within our service areas, we do compete
with other natural gas suppliers and suppliers of alternative fuels for sales to industrial customers. We compete in
all aspects of our business with alternative energy sources, including, in particular, electricity. Electric utilities
offer electricity as a rival energy source and compete for the space heating, water heating and cooking markets.
Promotional incentives, improved equipment efficiencies and promotional rates all contribute to the,acceptability
of electrical equipment. The principal means to·compete against a1temative fuels is lower prices, and natural gas
his torically has maintained its price advantage in the residential, commercial and industrial markets.

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

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

Employees

At September 30, 2013, we had 4,720 employees, consisting of 4,611 employees in our regulated operations
and 109 employees in our nonregulated operations.

Available Information

Our Annual Reports on Form lO-K, Quarterly Reports on Form lO-Q, Current Reports on Form 8-K and
other reports, and amendments to those reports, and other forms that we file with or furnish to the Securities and
Exchange Commission (SEC) are available free of charge at our website, www.atmosenergy.com. under
"Publications and Filings" under the "Investors" tab, as soon as reasonably practicable, after we electronically
file these reports with, or furnish these reports to, the SEC. We will also provide copies of these reports free of
charge upon request to Shareholder Relations at the address and telephone number appearing below:

Shareholder Relations
Atmos Energy Corporation
P.O~ Box 650205
Dallas, Texas 75265-0205
972-855-3729

Corporate Governance

In accordance with and pursuant to relevant related rules and regulations of the SEC as well as corporate
governance-related listing standards of the New York Stock Exchange (NYSE)~ the Board of Directors of the
Company has established and periodically updated our Corporate Governance Guidelines and Code of Conduct,
which is applicable to all directors, officers and employees of the Company. In addition, in accordance with and
pursuant to such NYSE listing standards, our Chief Executive Officer during fisca12013, Kim R. Cocklin, certi­
fied to the New York Stock Exchange that he was not aware of any violations by the Company of NYSE corpo­
rate governance listing standards. The Board of Directors also annually reviews and updates, if necessary, the
charters for each of its Audit, Human Resources and Naminating and Corporate Governance Committees. All of
the foregoing documents are posted on the Corporate Governance page of our website. We will also provide
copies of all corporate governance documents free of charge upon request to Shareholder Relations at the address
listed above.
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ITEM lA.. Risk Factors.

Our financial and operating results are subj ect to a number of risk factors} many of which are not within our
control. Although we have tried to discuss key risk factors below, please be aware that other or new risks may
prove to be important in the future. Investors should carefully consider the following discussion of risk factors as
well as other information appearing in this report. These factors include the following:

The Company is dependent on continued access to the credit and capital markets to execute our business
strategy.

OUf long-term debt is currently rated as "investment grade" by Standard & Poor's Corporation, Moody's
Investors Services, Inc. and Fitch Ratings, Ltd. Similar to most companies, we rely upon access to both short-term
and long-term credit and capital markets to satisfy our liquidity requirements, If adverse credit conditions were to
cause a significant limitation on our access to the private and public capital markets, we could see a reduction in our
liquidity. A significant reduction in our liquidity could in tum trigger a negative change in our ratings outlook or
even a reduction in our credit ratings by one or more of the three credit rating agencies. Such a downgrade could
further limit our access to private credit and/or public capital markets and increase our costs of borrowing..

Further, if our credit ratings were downgraded, we could be required to provide additional liquidity to our
nonregulated segment because the commodity financial instrument "markets could become unavailable to us. Our
nonregulated segment depends primarily upon an intercompany lending facility between AEH and Atmos Energy
to finance its working capital needs, supplemented by two small credit facilities with outside lenders. Our ability
to provide this liquidity to AEH for our nonregulated operations is limited by the terms of the lending arrange­
ment with AEH, which is subject to annual approval by one state regulatory commission.

While we believe we can meet our capital requirements from our operations and the sources of financing
available to us, we can provide no assurance that we will continue to be able to do so in the future; especially if
the market price of natural gas increases significantly in the near term. The future effects on our business; liquid­
ity and financial results of a deterioration of current conditions in the credit and capital markets could be material
and adverse to us, both in the ways described above or in other ways that we do not currently anticipate.

We are subject to state and local regulations that affect our operations and financial results.

< OUf natural gas distribution and regulated transmission and storage segments are subject to regulatory over­
sight from various state and local regulatory authorities in the eight states that we serve.. Therefore, our returns
are continuously monitored and are subject to challenge for their reasonableness by the appropriate regulatory
authorities or other third-party intervenors. In the normal course of business, a regulated entity often needs to
place assets in service and establish historical test periods before rate cases that seek to adjust our allowed returns
to recover that investment can be filed. Further ~ the regulatory review process can be lengthy. Because of this
process, we suffer the negative financial effects of having placed assets in service without the benefit of rate
relief, which is commonly referred to as "regulatory lag." The regulatory process also involves the risk that regu­
latory authorities may (i) review our purchases of natural gas and adjust the amount of our gas costs that we pass
through to our customers or (ii) limit the costs we may have incurred from our cost of service that can be recov­
ered from customers.

The continuation a/recent economic conditions could adversely affect our customers and negatively impact
ourfinancial results.

The slowdown in the U.S. economy in the last several years, together with increased mortgage" defaults and
significant decreases in the values of homes and investment assets, has adversely affected the financial resources
of many domestic households.. It is unclear whether the administrative and legislative responses to these con­
ditions will be successful in continuing to" improve economic conditions, including the continued lowering of
current high unemployment rates across the U.S~ As a result, our customers may seek to use even less gas and it
may become more difficult for them to pay their gas bills. This may slow collections and lead to higher than
nonnallevels of accounts receivable. Tills in tum could increase our financing requirements and bad debt
expense, Additionally, our industrial customers may seek aItemative energy sources, which could result in lower
sales volumes.
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Inflation and increased gas costs could adversely impact our customer base and customer collections and
increase our level of indebtedness.

Inflation has caused increases in some of our operating expenses and has required assets to be replaced at
higher costs. We have a process in place to continually review the adequacy of our natural gas distribution gas
rates in relation to the increasing cost of providing service and the inherent regulatory lag in adjusting those gas
rates. Historically, we have been able to budget and control operating expenses and investments within the
amounts authorized to be collected in rates and intend to continue to do so. However, the ability to control
expenses is an important factor that could impact future financial results.

Rapid increases in the costs of purchased gas would cause us to experience a significant increase in short­
term debt. We must pay suppliers for gas when it is purchased, which can be significantly in advance of when
these costs may be recovered through the collection of monthly customer bills for gas delivered. Increases in
purchased gas costs also slow our natural gas distribution collection efforts as customers are more likely to delay
the payment of their gas bills, leading to higher than normal accounts receivable. This could result in higher
short-term debt levels, greater collection efforts and increased bad debt expense,

We are exposed to market risks that are beyond our control, which could adversely affect ourfinancial
results and capital requirements.

Weare subject to market risks beyond our control, including market liquidity, connnodity price volatility
caused by market supply and demand dynamics and counterparty creditworthiness and interest rate risk. Our
regulated operations are generally insulated from commodity price risk through its purchased gas cost mecha­
nisms. With respect to interest rate risk, we have been operating in a relatively low interest-rate environment in
recent years compared to historical norms for both short and long-term interest rates. However, increases in
interest rates could adversely affect our future financial results.

Although our nonregulated operations represent approximately five percent of our consolidated results,
commodity price volatility experienced in this business segment could lead to some volatility in our earnings.
Our nonregulated segment manages margins and limits risk exposure on the sale of natural gas inventory or the
offsetting fixed-price purchase or sale commitments for physical quantities of natural gas through the use of a
variety of financial instruments. However, contractual limitations could adversely affect our ability to withdraw
gas from storage; which could cause us to purchase gas at spot prices in a rising market to obtain sufficient
volumes to fulfill customer contracts. We could also realize financial losses on our efforts to limit risk as a result
of volatility in the market prices of the underlying commodities or if a counterparty fails to perform under a con­
tract. Any significant tightening of the credit markets could cause more of our counterparties to fail to perform
than expected. In addition, adverse changes in the creditworthiness of our counterparties could limit the level of
trading activities with these parties and increase the risk that these parties may not perform under a contract.
These circumstances could also increase our capital requirements.

Although we manage our business to maintain no open positions related to our physical storage, there are
times when limited net open positions may occur on a short-term basis. Net open positions may increase vola­
tility in our financial condition or results of operations if market prices move in a significantly favorable or
unfavorable manner before the open positions can be closed. The determination of our net open position as of the
end of any particular trading day requires us to make assumptions as to future circumstances, including the use of
gas by our customers in relation to our anticipated storage and market positions. Because the price risk associated
with any net open position at the end of such day may increase if the assumptions are not realized, we review
these assumptions as part of our daily monitoring activities. Further, if the local physical markets do not move
consistently with the NYMEX futures market upon which most of our commodity derivative financial instru­
ments are valued, we could experience increased volatility in the financial results of our nonregulated segment
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The concentration ofour distribution, pipeline and storage operations in the State ofTexas exposes our
operations andfinancial results to economic conditions and regulatory decisions in Texas.

Over 50 percent of our natural gas distribution customers and mast of our pipeline and storage assets and
operations are located in the State of Texas. This concentration of our business in Texas means that our oper­
ations and financial results may be significantly affected by changes in the Texas economy in general and regu­
latory decisions by state and local regulatory authorities in Texas..

Our operations are subject to increased competition.

In residential and commercial customer markets, our natural gas distribution operations compete with other
energy products, such as electricity and propane, OUf primary product competition is with electricity for heating,
water heating and cooking. Increases in the price of natural gas could negatively impact our competitive position
by decreasing the price benefits of natural gas to the consumer~ This could adverse!y impact our business if, as a
result, our customer growth slows, reducing our ability to make capital expenditures, or if our customers further
conserve their use of gas, resulting in reduced gas purchases and customer billings,

In the case of industrial customers, such as manufacturing plants, adverse economic conditions, including
higher gas costs, could cause these customers to use alternative sources of energy, such as electricity, or bypass
our systems in favor of special competitive contracts with lower per-unit costs.. Our regulated transmission and
storage operations historically have faced limited competition from other existing intrastate pipelines and gas
marketers seeking to provide or arrange transportation, storage and other services for customers. However, in the
last few years, several new pipelines have been completed, which has increased the level of competition in this
segment of our business.

Finally, within our nonregulated operations, AEM competes with other natural gas marketers to provide
natural gas management and other related services primarily to smaller customers requiring higher levels of bal­
ancing, scheduling and other related management services. AEM has experienced increased competition in recent
years from competitors who offer lower cost, basic services.

Adverse weather conditions could affect our operations or financial results.

We have weather-normalized rates for over 95 percent of our residential and commercial meters in our natu­
ral gas distribution business, which substantially mitigates the adverse effects of warmer-than-normal weather for
meters in those service areas . However, there is no assurance that we will continue to receive such regulatory
protection from adverse weather in our rates in the future. The loss of such weather-normalized rates could have
an adverse effect on our operations and financial results. In addition; our natural gas distribution and regulated
transmission and storage operating results may continue to vary somewhat with the actual temperatures during
the winter heating season. Sustained cold weather could adversely affect our nonregulated operations as we may
be required to purchase gas at spot rates in a rising market to obtain sufficient volumes to fulfill some customer
contracts. Additionally, sustained cold weather could challenge our ability to adequately meet customer demand
in our natural gas distribution and regulated transmission and storage operations.

Our growth in the future may be limited by the nature ofour business, which requires extensive capital
spending.

. We must continually build additional capacity in our natural gas distribution system to enable us to serve
any growth-in the number of our customers. The cost of adding this capacity may be affected by a number of
factors, including the general state of the economy and weather. In addition, although we should ultimately
recover the cost of the expenditures through rates, we must make significant capital expenditures to comply with
rules issued by the RRC' s Division of Public Safety that require natural gas distribution companies to develop
and implement risk-based programs for the renewal or replacement of distribution facilities, including steel serv­
ice lines. OUf cash flows from operations generally are sufficient to supply funding for all our capital
expenditures, including the financing of the costs of new construction along with capital expenditures necessary
to maintain our existing natural gas system. Due to the timing of these cash flows and capital expenditures, we
often must fund at least a portion of these costs through borrowing funds from third -party lenders, the cost and
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availability of which is dependent on the liquidity of the credit markets, interest rates and other market con­
ditions. This in turn may limit our ability to connect new customers to our system due to constraints on the

. amount of funds we can invest in our infrastructure.

The costs ofproviding health care benefits, pension and postretirement health care benefits and related
funding requirements may increase substantially.

We provide health care benefits and a cash-balance pension plan and postretirement health care benefits to
eligible full-time- employees. The costs of providing health care benefits to our employees could significantly
increase over time due to rapidly increasing health care inflation, the impact of the Health Care Reform Act of
2010 (HeR) and any future legislative changes related to the provision of health c~e benefits, Although the HeR
is not expected to have a direct material impact when a number of its more significant provisions become effec­
tive in 2014, the impact of costs incurred by the insurance industry arising from the implementation of HeR on
the Company are difficult to measure at this time.

The costs of providing a cash-balance pension plan and postretirement health care benefits to eligible full­
time employees and related funding requirements could be influenced by changes in the market value of the
assets funding our pension and postretirement health care plans. Any significant declines in the value of these
investments could increase the costs of our pension and postretirement health care plans and related funding
requirements in the future. Further, our costs of providing such benefits and related funding requirements are also
subject to a number of factors, including (i) changing demographics, including longer life expectancy of benefi­
ciaries and an expected increase in the number of eligible former employees over the next five to ten years; and
(ii) various actuarial calculations and assumptions, which may differ materially from actual results due primarily
to changing market and economic conditions and higher or lower withdrawal rates.

The costs to the Company of providing these benefits and related funding requirements could also increase
materially in the future, depending on the timing of the recovery, if any, of such costs through our rates.

, We may experience increased federal, state and local regulation of the safety ofour operations~

We are committed to constantly monitoring and maintaining our pipeline and distribution system to ensure
that natural gas is delivered safely, reliably and efficiently through our network of more than 72,000 miles of
pipeline and distribution lines. The pipeline replacement programs currently underway in several of our divisions
typify the preventive maintenance and continual renewal that we perform on our natural gas distribution system
in the eight states in which we currently operate. The safety and protection of the public, our customers and our
employees is our top priority. However, due primarily to the unfortunate pipeline incident in California in 2010,
natural gas distribution and pipeline companies are facing increasing federal, state and local oversight of the
safety of their operations. Although we believe these costs should be ultimately recoverable through our rates, the
costs of complying with such increased regulations may have at least a short-term adverse impact on our operat­
ing costs and financial results.

Some ofour operations are subject to increasedfederal regulatory oversight that could affect our operations
andfinancial results.

PERC has regulatory authority over some of our operations, including sales of natural gas in the wholesale
gas market and the use and release of interstate pipeline and storage capacity ~ PERC has adopted rules designed
to prevent market power abuse and market manipulation and to promote compliance with PERC's other rules,
policies and orders by companies engaged in the sale, purchase, transportation or storage of natural gas in inter­
state commerce. These rules carry increased penalties for violations. Although we have taken steps to structure
current and future transactions to comply with applicable current PERC regulations, changes in PERC regu­
lations or their interpretation by PERC or additional regulations issued by FERC in the future could also
adversely affect our business, financial condition or financial results.
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We are subject to environmental regulations which could adversely affect our operations or financial
results. '

Weare subject to laws ~ regulations and other legal requirements enacted or adopted by federal, state and
local governmental authorities relating to protection of the environment and health and safety matters, including
those that govern discharges of substances into the air and water, the management and disposal of hazardous
substances and waste, the clean-up of contaminated sites, groundwater quality and availability; plant and wildlife
protection, as well as work practices related to employee health and safety. Environmental legislation also
requires that our facilities, sites and other properties associated with our operations be operated, maintained,
abandoned and reclaimed to the satisfaction of applicable regulatory authorities. Failure to comply with these
laws, regulations, permits and licenses may expose us to fines, penalties or interruptions in our operations that
could be significant to our financial results. In addition, existing environmental regulations may be revised or our
operations may become subject to new regulations.

Our business may be subject in the future to additional regulatory and financial risks associated with global
warming and climate change.

There have been a number of federal and state legislative and regulatory initiatives proposed in recent years
in an attempt to control or limit the effects of global warming and overall climate change, including greenhouse
gas emissions} such as carbon dioxide, The adoption of this type of legislation by Congress or similar legislation
by states or the adoption of related regulations by federal or state governments mandating a substantial reduction
in greenhouse gas emissions in the future could have far-reaching and significant impacts on the energy industry ~

Such new legislation or regulations could result in increased compliance costs for us or additional operating
restrictions on our business, affect the demand for natural gas or impact the prices we charge to our cus tamers.
At this time, we cannot predict the potential impact of such laws or regulations that may be adopted on our future
business, financial condition or financial results.

Distributing, transporting and storing natural gas involve risks that may resl/:lt in accidents and additional
operating costs.

Our natural gas distribution and pipeline and storage businesses involve a number of hazards and operating
risks that cannot be completely avoided, such as leaks, accidents and operational problems, which could cause
loss of human life, as well as substantial financial losses resulting from property damage, damage to the
environment and to our operations. We maintain liability and property insurance coverage in place for many of
these hazards and risks. However, because some of our pipeline, storage and distribution facilities are near or are
in populated areas, any loss of human life or adverse financial results resulting from such events could be large,
If these events were not fully covered by insurance, our operations or financial results could be adversely
affected.

Cyber-attacks or acts ofcyber-terrorism could disrupt our business operations and information technology
systems or result in the loss or exposure of confidential or sensitive customer, employee or Company
information.

Our business operations and information technology systems may be vulnerable to an attack by individuals
or organizations intending to disrupt our business operations and information technology systems. We use such
systems to manage our natural gas distribution and intrastate pipeline operations and other business processes.
Disruption of those systems could adversely impact our ability to safely deliver natural gas to our customers,
operate our pipeline systems or serve our customers timely~ According!y, if such an attack or act of terrorism
were to occur, our operations and financial results could be adversely affected. In addition, we use our
information technology systems to protect confidential or sensitive customer, employee and Company
information developed and maintained in the normal course of our business. Any attack on such systems that
would result in the unauthorized release of customer, employee or other confidential or sensitive data could have
a material adverse effect on our business reputation, increase our costs and expose us to additional material legal
claims and liability. Even though we have insurance coverage in place for many of these cyber-related risks, if
such an attack or act of terrorism were to occur, our operations and financial results could be adversely affected.
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Natural disasters, terrorist activities or other significant events could adversely affect our operations or
financial results~

Natural disasters are always a threat to our assets and operations. In addition, the threat of terrorist activities
could lead to increased economic instability and volatility in the price of natural gas that could affect our oper­
ations. Also; companies in our industry may face a heightened risk of exposure to actual acts of terrorism, which
could subject our operations to increased risks. As a result, the availability of insurance covering such risks may
be more limited, which could increase the risk that an event could adversely affect our operations or financial
results.

ITEM lB. .Unresolved Staff Comments.

Not applicable.

ITEM 2(1 Properties.

Distribution, transmission and related assets

At September 30, 2013, in our natural gas distribution segment, we owned an aggregate of 67,146 miles of
underground distribution and transmission mains throughout our gas distribution systems. These mains are
located on easements or rights-of-way which generally provide for perpetual use. We maintain our mains through
a program of continuous inspection and repair and believe that our system of mains is in good condition. Through
our regulated transmission and storage segment we owned 5,628 miles of gas transmission and gathering lines as
well as 110 miles of gas transmission and gathering lines through our nomegulated segment.

Storage Assets

We own underground gas storage facilities in several states to supplement the supply of natural gas in peri­
ods of peak demand. The following table summarizes certain information regarding our underground gas storage
facilities at September 30, 2013:

Maximum
Total Daily Delivery

Usable Capacity Cushion Gas Capacity Capability
State (1\1cf) (l\1cf){l) (Mcf) (Mcf)

Natural Gas Distribution Segment
Kentucky .... ~ . . . . .. . . . . . . . . . . . . . . . . 4,442,696 6~322,283 10,764,979 105,100
Kansas . ~ . . ~ z • • • z • • • a ~ • ~ • • ~ • • • • • • • 3,239,000 2,300,000 5,539;000 45,000
Mississippi .. ~ . . . . . ~ . . . . . . . . . . . . . .. . 2,211,894 2,442,917 4,~54,811 48,000

Total . . . . . . . . . . . . . . . . .. . . .. . . .. . . . . 9;893~590 11,065,200 20,958,790 198,100
Regulated Transmission and Storage

Segment - Texas . .. . .. . . .. . . . . . . . . . ~ 46,143,226 15,878,025 62,021,251 1,235,000
Nonregulated Segment

Kentucky . . .. .. . . .. . . . . . . . .. . . ~ . * • • • z z 3,438,900 3,240,000 6,678,900 67,500
Louisiana ......... ~ .................... 438,583 300,973 739,556 56,000

Total .. . . . . . . .. . . .. . . . . . . . . . . . . . . . . 3,877,483 3,540,973 7,418,456 123,500

Total .................... 1' ...... 1''' II .... II II 59,914,299 30;484;198 90,398,497 1,556,600

(I) Cushion gas represents the volume of gas that must be retained in a facility.to maintain reservoir pressure.
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Additionally, we contract for storage service in underground storage facilities on many of the interstate pipe­
lines serving us to supplement our proprietary storage capacity. The following table summarizes our contracted
storage capacity at September 30, 2013:

Atmos Energy Marketing, LLC
Trans Louisiana Gas Pipeline, Inc.

Total '.' .

Total Contracted Storage Capacity A •••••••••••• -•••••••••••••••••••••

Colorado-Kansas Division

Kentucky/Mid-States Division

Louisiana Division
Mid-Tex Division
Mississippi Division

West Texas Division

Total . . . a • • a • • • .. A • • .. .. • ~ • • ~ • • • A • a A • • • • A • • • • • • • • • • • • • • • • • • • • • • • • • • • •

Nonregulated Segment

Segment

Natural Gas Distribution Segment

Division/Company

Maximum
Maximum Daily

Storage Withdrawal
Quantity Quantity
(MMBtu) (MDWQ){1)

4,261,909 108,489

11,081,603 344,706
2,736,539 161,393
1,000,000 75,000
3,695~429 162,402
3,375,000 106,000

26,150,480 957,990

8,026,869 250,937
1,674,000 67,507

9,700,869 318,444

35,851,349 1,276,434

(1) Maximum daily withdrawal quantity (MDWQ) amounts will fluctuate depending upon the season and the
month. Unless otherwise noted, MDWQ amounts represent the MDWQ amounts as of November 1, which is
the beginning of the winter heating season.

Offices

OUf administrative offices and corporate headquarters are consolidated in a leased facility in Dallas, Texas.
We also maintain field offices throughout our service territory, the majority of which are located in leased facili­
ties. The headquarters for our nonregulated operations are in Houston, Texas, with offices in Houston and other
locations, primarily in leased facilities.

ITEM 3. Legal Proceedings.

See Note 10 to the consolidated financial statements.

ITEM 4. Mine Safety Disclosures.

Not applicable.
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PART II

ITEM 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities"

Our stock trades on the New York Stock Exchange under the trading symbol "ATO." The high and low sale
prices and dividends paid per share of our common stock for fisca12013 and 2012 are listed below. The high and
low prices listed are the closing NY SE quotes, as reported on the NYSE composite tape, for shares of our com­
mon stock:

Fiscal 2013 Fiscal 2012

Dividends Dividends
High Low Paid High Low Paid

Quarter ended:
December 31 ...................... II •• II. II II $36.86 $33.20 $0.35 $35.40 $30.97 $0.345

March 31 ............ IE .... "1: ................... 42.69 35.11 O~35 33.15 30~60 0.345

June 30 .................. "' .. "' ........ 44.87 38.59 0.35 35.07 30.91 0.345

September 30 ......... ~ . . . ........ ~ .... .45.19 39.40 O~35 36.94 34.94 0.345
--

$1~40 $ 1.38
-- --

Dividends are payable at the discretion of our Board of Directors out of legally available funds. The Board
of Directors typically declares dividends in the same fiscal quarter in which they are paid. The number of record
holders of our common stock on October 31, 2013 was 16,746. Future payments of dividends, and the amounts of
these dividends, will depend on our financial condition, results of operations, capital requirements and other fac­
tors . We sold no securities during fiscal 2013 that were not registered under the Securities Act of 1933 ~ as
amended.
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Performance Graph

The performance graph and table below compares the yearly percentage change in our total return to share­
holders for the last five fiscal years with the total return of the S&P 500 Stock Index and the cumulative total
return of a customized peer company group; the Comparison Company Index. The Comparison Company Index
is comprised of natural gas distribution companies with similar revenues; market capitalizations and asset bases
to that of the Company. The graph and table below assume that $100.00 was invested on September 30, 2008 in
our common stock, the S&P 500 Index and in the common stock of the companies in the Comparison Company
Index, as well as a reinvestment of dividends paid on such investments throughout the period.

Comparison of Five-Year Cumulative Total Return
among Atmos Energy Corporation, S&P 500 Index

and Comparison Company Index
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Cumulative Total Return
9130/2008 9/3012009 9/30/2010 9/30/2011 9/30/2012 9/30/2013

Atmos Energy Corporation ~... ~ 100~OO 111.68 121.63 140~75 161.81 199.54

S&P 500 ................ ~ . ~ . 100.00 93.09 102~55 103.72 135~O5 161.17

Peer Group ....... ~ ........ ~ . 100~OO 98.11 130.03 153cOO 184.92 217.15

The Comparison Company Index contains a hybrid group of utility companies, primarily natural gas dis­
tribution companies) recommended by our independent executive compensation consulting firm and approved by
the Board of Directors. The companies included in the index are AGL Resources Inc .., CenterPoint Energy
Resources Corporation, eMS Energy Corporation, Integrys Energy Group, Inc., National Fuel Gas, NiSource
Inc., ONEOK Inc., Piedmont Natural Gas Company, Inc., Questar Corporation, Vectren Corporation and WGL
Holdings, Inc.
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The following table sets forth the number of securities authorized for issuance under our equity compensa­
tion plans at September 30, 2013.

Equity compensation plans approved
by security holders:

1998Long-Term Incentive Plan .

Total equity compensation plans
approved by security holders . . . . . .

Equity compensation plans not
approved by security holders .

Total A A •• a •••••••• ~ •••

Number of
securities to be issued

upon exercise of
outstanding options,
warrants and rights

(a)

7,930

Weighted-average
exercise price of

outstanding options,
warrants and rights

(b)

$25.96

25.96

$25.96

Number of securities remaining
available for future issuance
under equity compensation
plans (excluding securities

reflected in column (a))

(e)

1,403,439

1,403,439

On September 28, 2011 ~ the Board 'of Directors approved a program authorizing the repurchase of up to five
million shares of common stock over a five-year period. The program is primarily intended to minimize the dilu­
five effect of equity giants under various benefit related incentive compensation plans of the Company. Although
the program is authorized for a five-year period, it may be terminated or limited at any time.. Shares may be
repurchased in the open market or inprivately negotiated transactions in amounts the Company deems appro­
priate. We did not repurchase any shares during fiscal 2013. At September 30,2013, there were 4,612,009 shares
of repurchase authority remaining under the program.

ITEM 6. Selected Financial Data..

The following table sets forth selected financial data of the Company and should be read in conjunction with
the consolidated financial statements included herein.

(1) Financial results for fiscal years 2012, 2011 and 2009 include a $5.3 million, $30.3 million and a
$5~4 million pre-tax loss for the impairment of certain assets.

(2) Amounts shown for fiscal 2012 and 2011 are net of assets held for sale.
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ITEM 7. Management's Discussion and Analysis ofFinancial Condition and Results ofOperations.

INTRODUCTION

This section provides management's discussion of the financial condition, changes in financial condition
and results of operations of Atmos Energy Corporation and its consolidated subsidiaries with specific
information on results of operations and liquidity and capital resources. It includes management's interpretation
of our financial results, the factors affecting these results, the maj or factors expected to affect future operating
results and future investment and financing plans. This discussion should be read in conjunction with our con­
solidated financial statements and notes thereto.

Several factors exist that could influence our future financial performance, some of which are described in
Item lA above, "Risk Factors". They should be considered in connection with evaluating forward-looking state­
ments contained in this report or otherwise made by or on behalf of us since these factors could cause actual
results and conditions to differ materially from those set out in such forward-looking statements.

Cautionary Statement for the Purposes ofthe Safe Harbor under the Private Securities Litigation Reform
Acto!1995

The statements contained in this Annual Report on Form lO-K may contain "forward-looking statements"
within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act
of 1934. All statements other than statements of historical fact included in this Report are forward-looking state­
ments made in good faith by us and are intended to qualify for the safe harbor from liability established by the
Private Securities Litigation Reform Act of 1995. 'When used in this Report, or any other of our documents or
oral presentations" the words "anticipate", "believe", "estimate", "expect", "forecast", "goal", "intend",
"objective", "plan" ~ "proj ection", "seek", "strategy" or similar words are intended to identify forward-looking
statements. Such forward-looking statements are subject to risks and uncertainties that could cause actual results
to differ materially from those expressed or implied in the statements relating to our strategy, operations, mar­
kets, services, rates, recovery of costs, availability of gas supply and other factors, These risks and uncertainties
include the following: our ability to continue to access the credit markets to satisfy our liquidity requirements;
regulatory trends and decisions; including the impact of rate proceedings before various state regulatory commis­
sions; the impact of adverse economic conditions on our customers; the effects of inflation and changes in the
availability and price of natural gas; market risks beyond our control affecting our risk management activities,
including market liquidity, commodity price volatility, increasing interest rates and counterparty creditworthi­
ness; the concentration of our distribution, pipeline and storage operations in Texas; increased competition from
energy suppliers and alternative forms of energy; adverse weather conditions; the capital-intensive nature of our
gas distribution business; increased costs of providing pension and postretirement health care benefits and
increased funding requirements along with increased costs of health care benefits; possible increased federal,
state and local regulation of the safety of our operations; increased federal regulatory oversight and potential
penalties; the impact of environmental regulations on our business; the impact of possible future additional regu­
latory and financial risks associated with global warming and climate change on our business; the inherent haz­
ards and risks involved in operating our gas distribution business; the threat of eyber-attacks or acts of cyber­
terrorism that could disrupt our business operations and information technology systems; natural disasters,
terrorist activities or other events and other risks and uncertainties discussed herein, all of which are difficult to
predict and many of which are beyond our control. Accordingly, while we believe these forward-looking state­
ments to be reasonable, there can be no assurance that they will approximate actual experience or that the
expectations denved from them will be realized. Further, we undertake no obligation to update or revise any of
our forward-looking statements whether as a result of new information, future events or otherwise.

CRITICAL ACCOUNTING POLICIES

Our consolidated financial statements were prepared in accordance with accounting principles generally
accepted in the United States. Preparation of these financial statements requires us to make estimates and judg­
ments that affect the reported amounts of assets, liabilities, revenues and expenses and the related disclosures of
contingent assets and liabilities. We base our estimates on historical experience and various other assumptions
that we believe to be reasonable under the circumstances. Actual results may differ from estimates.
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Our significant accounting policies are discussed in Nate 2 to our consolidated financial statements. The
accounting policies discussed below are both important to the presentation of our financial condition and results
of operations and require management to make difficult, subjective or complex accounting estimates. Accord­
ingly, these critical accounting policies are reviewed periodically by the Audit Committee of the Board of Direc­
tors.

Critical
Accounting Policy Summary of Policy

Factors Influencing
Application of the Policy

Regulation Our natural gas distribution and regulated trans­
mission and storage operations meet the criteria of
a cost-based, rate-regulated entity under account­
ing principles generally accepted in the United
States. Accordingly, the financial results for these
operations reflect the effects of the ratemaking and
accounting practices and policies of the various
regulatory commissions to which we are subjeet.

As a result, certain costs that would normally be
expensed under accounting principles generally
accepted in the United States are permitted to be
capitalized or deferred on the balance sheet
because it is probable they can be recovered
through rates. Further, regulation may impact the
period in which revenues or expenses are recog­
nized. The amounts to be recovered or recognized
are based upon historical experience and our
understanding of the regulations.

Discontinuing the application of this method of
accounting for regulatory assets and liabilities
could significantly increase our operating
expenses as fewer costs would likely be cap­
italized or deferred on the balance sheet, which
could reduce our net income.

Unbilled Revenue. . . . . . . .. We follow the revenue accrual method of account­
ing for natural gas distribution segment revenues
whereby revenues attributable to gas delivered to
customers, but not yet billed under the cycle bill­
ing method, are estimated and accrued and the
related costs are charged to expense.

On occasion, we are permitted to implement new
rates that have not been formally approved by our
regulatory authorities, which are subject to refund,
We recognize this revenue and establish a reserve
for amounts that could be refunded based on our
experience for the jurisdiction in which the rates
were implemented.
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Decisions of regulatory
authorities

Issuance of new
regulations

Assessing the probability
of the recoverability of
deferred costs

Estimates of delivered
sales volumes based on
actual tariff information
and weather information
and estimates of customer
consumption and/or
behavior

Estimates of purchased
gas costs related to esti­
mated deliveries

Estimates of uncollectible
amounts billed subject to
refund



Critical
Accounting Policy

Pension and other
postretirementplans ~ . . . .

Summary of Policy

Pension and other postretirement plan costs and
liabilities are determined oil an actuarial basis
using a September 30 measurement date and are
affected by numerous assumptions and estimates
including, the market value of plan assets, esti­
mates of the expected return on plan assets,
assumed discount rates and current demographic
and actuarial mortality data, The assumed discount
rate and the expected return are the assumptions
that generally have the most significant impact on
our pension costs and liabilities. The assumed
discount rate, the assumed health care cost trend
rate and assumed rates of retirement generally
have the most significant impact on our
postretirement plan costs and liabilities.

The discount rate is utilized principally in calculat­
ing the actuarial present value of our pension and
postretirement obligations and net periodic pen­
sion and postretirement benefit plan costs. When
establishing our discount rate, we consider high
quality corporate bond rates based on bonds avail­
able in the marketplace that are suitable for set­
tling the obligations, changes in those rates from
the prior year and the implied discount rate that is
deri ved from matching our proj ected benefit dis­
bursements with currently available high quality
corporate bonds.

The expected long-term rate of return on assets is
utilized in calculating the expected return on plan
assets component of our annual pension and post­
retirement plan costs. We estimate the expected
return on plan assets by evaluating expected bond
returns, equity risk premiums, asset allocations, the
effects of active plan management, the impact of
periodic plan asset rebalancing and historical per­
formance, We also considerthe guidance from our
investment advisors in making a final determination
of our expected rate of return on assets. To the
extent the actual rate of return on assets realized
over the course of a year is greater than or less than
the assumed rate, that year's annual pension or
postretirement plan costs are not affected, Rather,
this gain or loss reduces or increases future pension
or postretirement plan costs over a period of
approximately ten to twelve years.

The market-related value of our plan assets repre­
sents the fair market value of the plan assets,
adjusted to smooth out short-tenn market fluctua­
tions over a five-year period. The use of this meth­
odology will delay the impact of current market
fluctuations on the pension expense for the period.
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Factors Influencing
Application of the Policy

General economic and
market conditions

Assumed investment
returns by asset class

Assumed future salary
increases

Proj ected timing of future
cash disbursements

Health care cost
experience trends

Participant demographic
information

Actuarial mortality
assumptions

Impact of legislation



Critical
Accounting Policy

Contingencies . . ~ ~ ~ . . . . . . .

Financial instruments and
hedging activities ..... ~ .

Summary of Policy

We estimate the assumed health care cost trend
rate used in determining our postretirement net
expense based upon our actual health care cost
experience, the effects of recently enacted legis­
lation and general economic conditions. Our
assumed rate of retirement is estimated based
upon our annual review of our participant census
information as of the measurement date.

In the normal course of business, we are con­
fronted. with issues or events that may result in a
contingent liability. These generally relate to
uncollectible receivables, lawsuits, claims made
by third parties or the action of various regulatory
agencies. We recognize these contingencies in our
consolidated financial statements when we
determine, based on currently available facts and
circumstances it is probable that a liability has
been incurred or an asset will not be recovered,
and an amount can be.reasonably estimated.

Actual results may differ from estimates, depend­
ing on actual outcomes or changes in the facts or
expectations surrounding each potential exposure.
Changes in the estimates related to contingencies
could have a negative impact on our consolidated
results of operations, cash flows or financial posi­
tion. Our contingencies are further discussed in
Nate 10 to our consolidated financial statements.

We use financial instruments to rnitigate commod­
ity price risk and interest rate risk. The objectives
for using financial instruments have been tailored
to meet the needs of our regulated and non­
regulated businesses. These objectives are more
fully described in Nate 12 to the consolidated
financial statements.

We record all of our fmancial instruments on the
balance sheet at fair value as required by account­
ing principles generally accepted in the United
States, with changes in fair value ultimately
recorded in the income statement The recognition
of the changes in fair value of these financial
instruments recorded in the income statement is
contingent upon whether the financial instrument
has been designated and qualifies as a part of a
hedging relationship or if regulatory rulings require
a different accounting treatment Our accounting
elections for financial instruments and hedging
activities utilized are more fully described in Note
12 to the consolidated financial statements.
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Factors Influencing
Application of the Policy

Current!y available facts

Management' s estimate of
furore resolution

Designation of contracts
under the hedge account­
ing rules

Judgment in the applica­
tion of accounting guid­
ance

Assessment of the
probability that future
hedged transactions will
occur

Changes in market con­
ditions and the related
impact on the fair value of
the hedged item and the
associated designated
financial instrument

Changes in the effective­
ness of the hedge relation­
ship



Critical
Accounting Policy

Fair Value
Measurements

Summary of Policy

The criteria used to determine if a financial instru­
ment meets the definition of a derivative and
qualifies for hedge accounting treatment are
complex and require management to exercise
professional judgment. Further, as more fully
discussed below, significant changes in the fair
value of these financial instruments could materi­
ally impact our financial position, results of oper­
ations or cash flow Sa Finally, changes in the
effectiveness of the hedge relationship could
impact the accounting treatment

We report certain assets and liabilities at fair val­
ue, which is defined as the price that would be
received to sell an asset or paid to transfer a
liability in an orderly transaction between market
participants at the measurement date (exit price).

The fair value of our financial instruments is sub­
ject to potentially significant volatility based on
numerous considerations including, but not lim­
ited to changes in commodity prices, interest rates,
maturity and settlement of these financial instru­
ments.

Prices actively qnoted on national exchanges are
used to determine the fair value of most of our
assets and liabilities recorded on our balance sheet
at fair value. Within our nonregulated operations,
we utilize a mid-market pricing convention (the
mid-point between the bid and ask prices) for
determining fair value measurement, as permitted
under current accounting standards. Values
derived from these sources reflect the market in
which transactions involving these financial
instruments are executed.

We utilize models and other valuation methods to
determine fair value when external sources are not
available. Values are adjusted to reflect the paten­
tial impact of an orderly liquidation of our posi­
tions over a reasonable period of time under then­
current market conditions.

We believe the market prices and models used to
value these financial instruments represent the
best information available with respect to the
market in which transactions involving these
financial instruments are executed, the closing
exchange and over-the-counter quotations; time
value and volatility factors underlying the con­
tracts.
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Factors Influencing
Application of the Policy

General economic and
market conditions

Volatility in underlying
market conditions

Maturity dates of financial
instruments

Creditworthiness of our
counterparties

Creditworthiness of
Atmos Energy

Impact of credit risk miti­
gation activities on the
assessment of the cred­
itworthiness of Atmos
Energy and its counter­
parties
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Accounting Policy Summary of Policy
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Factors Influencing
Application of the Policy

Fair-value estimates also consider our own cred­
itworthiness and the creditworthiness of the coun­
terp artie s involved. Our counterparties consist
primarily of financial institutions and maj or
energy companies. This concentration of counter­
parties may materially impact our exposure to
credit risk resulting from market, economic or
regulatory conditions. We seek to minimize coun­
terparty credit risk through an evaluation of their
financial condition and credit ratings and the use
of collateral requirements under certain circum­
stances.

Impairment assessments .... We review the carrying value of our long-lived
assets, including goodwill and identifiable
intangibles, whenever events or changes in
circumstance indicate that such carrying values
may not be recoverable, and at least annually for
goodwill., as required by U.S. accounting stan­
dards.

The evaluation of our goodwill balances and other
long-lived assets oridentifiable assets for which
uncertainty exists regarding the recoverability of
the carrying value of such assets involves the
assessment of future cash flows and external
market conditions and other subjective factors that
could impact the estimation of future cash flows
including, but not limited to the commodity prices,
the amount and timing of future cash flows, future
growth rates and the discount rate. Unforeseen
events and changes in circumstances or market '
conditions could adversely affect these estimates,
which could result in an impairment charge.

RESULTS OF OPERATIONS

General economic and
market conditions

Projected timing and
amount of future dis­
counted cash flows

Judgment in the evalua­
tion of relevant data

Overview

Atmos Energy Corporation is involved in the distribution, marketing and transportation of natural gas.
Accordingly, our results of operations are impacted by the demand for natural gas, particularly during the winter
heating season, and the volatility of the natural gas markets. Historically, this has generally resulted inhigher
operating revenues and net income during the period from October through March of each fiscal year and lower
operating revenues and either lower net income or net losses during the period from April through September of
each fiscal year. As a result of the seasonality of the natural gas industry, our second fiscal quarter has histor­
ically been our most critical earnings quarter with an average of approximately 54 percent of our consolidated net
income having been earned in the second quarter during the three most recently completed fiscal years. However,
we believe rate design changes implemented during the first quarter of fiscal 2013 in our Mid-Tex and West
Texas Divisions should continue to cause this pattern to change. The rate design approved in these regulatory
proceedings includes an increase to the customer base charge and a decrease in the consumption charge applied
to customer usage, The effect of this change in rate design should result in a more equal distribution of operating
income earned over the fiscal year for approximately 50 percent of our natural gas distribution segment.
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Additionally, the seasonality of our business impacts our working capital differently at various times during
the year, Typically, our accounts receivable, accounts payable and short-term debt balances peak by the end of
January and then start todecline, as customers begin to pay their winter heating bills. Gas stored underground,
particularly in our natural gas distribution segment, typically peaks in November and declines as we utilize stor­
age gas to serve our customers.

During fiscal 2013, we earned $243.2 million, or $2.64 per diluted share, which represents a twelve percent
increase in net income and diluted net income per share over fiscal 20 12, primarily due to recent improvements
in rate designs in our natural gas distribution and regulated transmission and storage segments combined with a
two percent year-aver-year increase in consolidated natural gas distribution throughput due to colder weather,

We completed the sale of our Georgia natural gas distribution operations on April 1, 2013 to Liberty Energy
(Georgia) Corp., an affiliate of Algonquin Power & Utilities Corp. for a cash price of approximately $153 million
pursuant to a purchase agreement executed on August 8~ 2012. In connection with the sale, we recognized a net
of tax gain of $5.3 million. Accordingly, the results of operations for this service area are shown in discontinued
operations for all periods presented. Prior-year results also reflect our Illinois, Iowa and Missouri service areas in
discontinued operations, The sale of these three service areas was completed in August 2012.

We also took several steps during the year ended September 30, 2013 to further strengthen our balance sheet
and borrowing capability.. In December 2012, we amended our $750 million revolving credit agreement primarily
to (i) increase our borrowing capacity to $950 million while retaining the accordion feature that would allow an
increase in borrowing capacity up to $1.2 billion and (ii) to permit same-day funding on base rate loans. In
August 2013; we amended our revolving credit agreement primarily to increase the term through August 2018.
We also terminated Atmos Energy Marketing's $200 million committed and secured credit facility and replaced
this facility with two $25 million 364-day bilateral facilities, which should result in a decrease in external credit
expense incurred in our nonregulated operations. After giving effect to these changes, we have over $1 billion of
working capital funding from four committed revolving credit facilities and one noncommitted revolving credit
facility.

On January 11, 2013, we issued $500 million of 4.15% 30-year unsecured senior notes, which replaced, on a
long-term basis, our $250 million 5.125% lO-year unsecured senior notes we redeemed in August 2012. The net
proceeds of approximately $494 million were used to repay $260 million outstanding under the short-term
financing facility used to redeem our 5.125% senior notes and to partially repay commercial paper borrowings
and for general corporate purposes.
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Consolidated Results

The following table presents our consolidated financial highlights for the fiscal years ended September 30,
2013,2012 and 2011.

For the Fiscal Year Ended September 30
2013 2012 2011

(In thousands, except per share data)

$3,886,257 $3,438,483 $4,286,435
1,412,050 1,323,739 1,300,820

910,171 877,499 874,834

501,879 446,240 425,986
(197) (14,644) 21,184

128,385 141,174 150,763

373,297 290,422 296,407

142,599 98,226 106,819

230,698 192,196 189,588
7,202 18,172 18,013

5,294 .6,349
$ 243,194 $' 216,717 $ 207,601

$ 2.50 $ 2.10 $ 2.07

$ 0.14 $ 0.27 $ 0.20

$ 2.64 $ 2.37 $ 2.27

Operating revenues ................."'.."'"'...."'.....
Gross profit . . . . . . . . . . . . . . . .

Operating expenses .
Operating income ~ . . ~ . ~ . . . ~ . ~ . . . . . . . . . .. ~ . . ~ .
Miscellaneous income (expense) ..' .
Interest charges .
Income from continuing operations before income taxes .
Income ta.xexpense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Income from continuing operations ..".. ~ . . . ~ . . . . ..
Income from discontinued operations, net of tax ~ ..
Gain on sale of discontinued operations, net of tax ..
Net income ~ . . . . . . a • • • ~ • a • • z • • • a • ~ • • a ~ • •

Diluted net income per share from continuing operations ..
Diluted net income per share from discontinued

operations ~ .. ~ .. ~ " .
Diluted net income per share . . . . . . . . . . . . . . . . . . . . . . . . .

Regulated operations contributed 95·percent, 97 percent and 104 percent to our consolidated net income
from continuing operations for fiscal years 2013, 2012 and 2011. Our consolidated net income during the last
three fiscal years was earned across our business segments as follows:

$144,705
52,415
(7,532)

189,588
18,013

$207,601

For the Fiscal Year Ended September 30
2013 2012 2011

(In thousands)

$123)848
63,059
5~289

192,196
24,521

$216,717

$150,856
68,260
11,582

230,698
12,496

$243,194

Natural gas distribution segment "' ~ .
Regulated transmission and storage segment ~ .
Nonregulated segment . . ~ z ••• a ~ • • • • • •••••••

Net income from continuing operations .
Net income from discontinued operations . . . ~ . . . .

Net income . . . . . . . . . . . . ~ . a • a • • • ~ • ~ • a • • • • K ~ • • • • • • a ~ • • • •
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The following table segregates our consolidated net income and diluted earnings per share between our
regulated and nonregulated operations:

Regulated operations ..

Nonregulated operations .. ~ ~ .

Net income from continuing operations ~ a ~ ••

Net income from discontinued operations .

Net income ~ . . . .. ~ . . . .

Diluted EPS from continuing regulated operations ..
Diluted EPS from nonregulated operations .

Diluted BPS from continuing operations . . . . . . . . . . . . . . . . . . . .

Diluted EPS from discontinued operations .

Consolidated diluted BPS .. ~ ~ . . . . . . . .. a ••• a • • • • •• z •

For the Fiscal Year Ended September 30
2013 2012 2011

(In thousands, except per share data)

$219,116 $186,907 $197,120

11,582 5,289 (7;532)

230,698 192;196 189;588
12,496 24,521 18,013

$243,194 $216,717 $207,601

$ 2.38 $ 2.04 $ 2.15
__0_.1_2 0.06 (0.08)

2.50 2.10 2.07
O~14 0.27 0.20---

$ 2.64 $ 2.37 $ 2.27

We reported net income of $243.2 million, or $2.64 per diluted share for the year ended September 30,
2013~ compared with net income of $216.7 million or $2.37 per diluted share in the prior year. Income from con­
tinuing operations was $230.7 million, or $2.50 per diluted share compared with $192.2 million, or $2.10 per
diluted share in the prior-year period. Income from discontinued operations was $12.5 million or $0.14 per
diluted share for the year, which includes the gain on sale of substantially all our assets in Georgia of $5.3 mil­
lion, compared with $24.5 million or $0.27 per diluted share in the prior year. Unrealized gains in our non­
regulated operations during the current year increased net income by $5.3 million or $0.05 per diluted share
compared with net losses recorded in the prior year of $5.0 million, or $0.05 per diluted share. Additionally; net
income in both periods was impacted by nonrecurring items. In fiscal 2012, net income included the net positive
impact of several one-time items totaling $10.3 million, or $0.11 per diluted share related to the pre-tax items,
which are discussed in further detail' below. In fiscal 2013, net income includes an $8~2 million ($5.3 million, net
of tax), or $0.06 per diluted share, favorable impact related to the gain recorded in association with the April 1,
2013 completion of the sale of our Georgia assets.

We reported net income of $216.7 million, or $2.37 per diluted share for the year ended September 30,
2012, compared with net income of $207.6 million or $2*27 per diluted share in fiscal 2011. Income from
continuing operations was $192.2 million, or $2.10 per diluted share compared with $189.6 million, or $2.07 per
diluted share in fisca12011. Income from discontinued operations was $24.5 million or $0.27 per diluted share
for the year; which includes the gain on sale of substantially all our assets in Missouri, Illinois and Iowa of $6 ..3
million, compared with $18.0 million or $0.20 per diluted share in fiscal 2011. Unrealized losses in our non­
regulated operations during fiscal 2012 reduced net income by $5.0 million or $0.05 per diluted share compared
with net losses recorded in fisca12011 of $6.6 million, or $0.07 per diluted share. Additionally, net income in
both periods was impacted by nonrecurring items. In fiscal 2011, net income included the net positive impact of
several one-time items totaling $3.2 million, or $0.03 per diluted share related to pre-tax items. In fisca12012, net
income included the net positive impact of several one-time items totaling $10.3 million, or $0.11 per diluted
share related to the fall owing amounts:

• $13.6 million positive impact of a deferred tax rate adjustment.

• $10.0 million ($6~3 million, net of tax) unfavorable impact related to a one-time donation to a donor
advised fund.

• $9.9 million ($6.3 million, net of tax) favorable impact related to the gain recorded in association with the
August 1, 2012 completion of the sale of our Iowa, TIlinois and Missouri assets.

• $5.3 million ($3.3 million, net of tax) unfavorable impact related to the noncash impairment of certain
assets in our nonregulated business.
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See the following discussion regarding the results of operations for each of our business operating segments.

Natural Gas Distribution Segment

The primary factors that impact the results of our natural gas distribution operations are our ability to earn
our authorized rates of return, the cost of natural gas, competitive factors in the energy industry and economic
conditions in our service areas.

OUf ability to earn our authorized rates is based primarily on our ability to improve the rate design in our
various ratemaking jurisdictions by reducing or eliminating regulatory lag and, ultimately, separating the recov­
ery of our approved margins from customer usage patterns. Improving rate design is a long-term process and is
further complicated by the fact that we operate in multiple rate jurisdictions. The "Ratemaking Activity" section
of this Fonn 10-K describes our current rate strategy, progress towards implementing that strategy and recent
ratemaking initiatives in more detail.

We are generally able to pass the cost of gas through to our customers without markup under purchased gas
cost adjustment mechanisms; therefore the cost of gas typically does not have an impact on our gross profit as
increases in the cost of gas are offset by a corresponding increase in revenues. Accordingly ~ we believe gross
profit is a better indicator of our financial performance than revenues. However; gross profit in our Texas and
Mississippi service areas include franchise fees and gross receipt taxes J which are calculated as a percentage of
revenue (inclusive of gas costs)-.Therefore, the amount of these taxes included in revenue is influenced by the
cost of gas and the level of gas sales volumes. We record the tax expense as a component of taxes, other than
income. Although changes in revenue related taxes arising from changes in gas costs affect gross profit, over
time the impact is offset within operating income.

Although the cost of gas typically does not have a direct impact on our gross profit, higher gas costs may
adversely impact our accounts receivable collections, resulting in higher bad debt expense, and may require us to
increase borrowings under our credit facilities resulting in higher interest expense. In addition, higher gas costs,
as well as competitive factors in the industry and general economic conditions may cause customers to conserve
or, in the case of industrial consumers, to Use alternative energy sources. However, gas cost risk has been miti­
gated in recent years through improvements in rate design that allow us to collect from our customers the gas
cost portion of our bad debt expense on approximately 75 percent of our residential and commercial margins,

We completed the sale of our Georgia natural gas distribution operations on April 1, 2013 to Liberty Energy
(Georgia) Corp., an affiliate of Algonquin Power & Utilities Corp. for a cash price of approximately $153 mil­
lion. In connection with the sale; we recognized a net of tax gain of $5~3 million. On August 1, 2012, we com­
pleted the sale of substantially all of our natural gas distribution operations in Missouri, Illinois and Iowa.

During fiscal 2013, we completed 13 regulatory proceedings, which should result in a $71.4 million increase
in annual operating income. The majority of this rate increase related to our Mid-Tex Division, where rates
became effective January 1; 2013. The rate design approved in our Mid-Tex Division and West Texas Division
regulatory proceedings includes an increase to the base customer charge and a decrease in the commodity charge
applied to customer consumption. The effect of this change in rate design allows the Company's rates to be more
closely aligned with the utility industry standard rate design. In addition, we anticipate these divisions will earn
their operating income more ratably over the fiscal year as they are now less dependent on customer con­
sumption.
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Review ofFinancial and Operating Results

Financial and operational highlights for our natural gas distribution segment for the fiscal yearsended Sep-
tember 3D, 2013} 2012 and 2011 are presented below.

For the Fiscal Year Ended September 30

2013 2012 2011 2013 vs, 2012 2012 VS~ 2011

(In thousands, unless otherwise noted)

Gross profit ill ..... II 110 ...... II ............. $1,081,236 $1,022,743 $1,017,943 $ 58~493 $ 4,800

Operating expenses .. ~ . . . . . . . a A •••• 738,143 718,282 695,855 19,861 22,427

Operating income ..... ~ . . . . . . . . ~ . 343,093 304,461 322,088 38,632 (17,627)
Miscellaneous income (expense) iII.:IP. "I: 2,535 (12,657) 16,242 15~192 (28;899)

Interest charges ..... ~ .. ~ .. ~ ....... 98,296 110,642 115,740 (12,346) (5,098)

Income from continuing operations
before income taxes . . . . . . . . . . . . . 247,332 181,162 222,590 66,170 (41,428)

Income tax expense. a ~ •• ~ •• ~ •• ~ •• ~ • 96,476 57,314 77,885 39J62 (20,571)

Income from continuing
operations . . ~ . . . . ~ . . ~ . . ~ . . . . ~ . . 150,856 123,848 144,705 27,008 (20,857)

Income from discontinued operations,
net of tax . ~ . . . . . ~ . . ~ . . ~ . . . . . . . . 7,202 18,172 18,013 (10,970) 159

Gain on sale of discontinued
operations, net of tax .... ~ ........ 5,649 6,349 (700) 6,349

Net Income . . .. ~ . . . . ~ . . ~ . . ~ . ~ . . . . . $ 163,707 $ 148,369 $ 162,718 $ 15,338 $(14,349)

Consolidated natural gas distribution
sales volumes from continuing
operations - MMcf ... ~ ........ ~ 269,162 244,466 275,540 24,696 (31,074)

Consolidated natural gas distribution
transportation volumes from
continuing operations - MMcf .. , ~ 123,144 128,222 125,812 (5,078) 2,410

Consolidated natural gas distribution
throughput from continuing
operations - MMcf .......... ~ ... 392,306 372,688 401,352 19,618 (28;664)

Consolidated natural gas distribution
throughput from discontinued
operations - MMcf .... ~ ~ ......... 4~731 18,295 22,668 (13,564) (4,373)

Total consolidated natural gas
distribution throughput -
l\t.IJ\1cf . . . ~ . . . . . . . K ~ • • • • ~ • • ~ • • 397~O37 390~983 424,020 6,054 (33,037)

Consolidated natural gas distribution
average transportation revenue per
Mef ......... ~ ~ . . ~ . . ~ . . . . . . ~ . . $ 0.46 $ 0.43 $ 0.47 $ 0.03 $ (0.04)

Consolidated natural gas distribution
average cost of gas per Mef sold . ~ . ~ $ 4~91 $ 4.64 $ 5.30 $ 0.27 $ (0.66)

Fiscal year ended September 30, 2013 compared with fiscal year ended September 30, 2012

The $58.5 million period-over-period increase in natural gas distribution gross profit primarily reflects the
following:

• $25.7 million increase in our Mid-Tex and West Texas divisions associated with the rate design changes
implemented in the fiscal first quarter.

• $16~1 million increase in rates in our Kentucky/Mid-States, Mississippi, Colorado-Kansas and Louisiana
divisions.
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• $7 ~5 million increase due to colder weather, primarily in the Mississippi, KentuckyMid-States and
Colorado-Kansas divisions.

• $5~9 million increase in revenue-related taxes in our Mid-Tex and West Texas service areas primarily due
to higher revenues on which the tax is calculated.

• $4~5 million increase in transportation revenues,

Operating expenses; which include operation and maintenance expense, provision for doubtful accounts,
depreciation and amortization expense and taxes, other than income, increased by $19.9 million, primarily due to
the following:

• $12.2 million increase in employee-related expenses due to lower labor capitalization rates, increased
benefit costs and increased variable compensation expense.

• $11.7 million increase primarily associated with higher line locate activities, pipeline and right-of-way
maintenance spending to improve the safety and reliability of our system.

., $5.0 million increase in taxes) other than income due to higher revenue-related taxes, as discussed above,

• $6.8 million increase in bad debt expense primarily attributable to an increase in revenue arising from the
rate design changes and the temporary suspension of active customer collection activities following the
implementation of a new customer information system during the third fiscal quarter.

These increases were partially offset by:

$6.9 million decrease in legal and other administrative costs.

• $6.4 million decrease in depreciation expense due to new depreciation rates approved in the most recent
Mid-Tex rate case that went into effect in January 2013~

$2~4 million gain realized on the sale of certain investments.

Miscellaneous income increased $15.2 million, primarily due to the absence of a $10.0 million one-time
donation to a donor advised fund in the prior year, the completion of a periodic review of our performance-based
ratemaking (PBR) mechanism in our Tennessee service area and the implementation of a new PBR program in
our Mississippi Division during fiscal 2013.

Interest charges decreased $12.3 million, primarily from interest deferrals associated with our infrastructure
spending activities in Texas,

Fiscal year ended September 30, 2012 compared with fiscal year ended September 30, 2011.

The $4~8 million increase in natural gas distribution gross profit was primarily due to a $17 c7 million net
increase in rate adjustments, primarily in the Mid-Tex, Louisiana, Mississippi, West Texas and Kentucky service
areasa

These increases were partially offset by the following:

• $11~1 million decrease in revenue-related taxes in our Mid-rex, West Texas and Mississippi service
areas, primarily due to lower revenues on which the tax is calculated.

• $1.6 million decrease due to an eight percent decrease in consolidated throughput caused principally by
lower residential and commercial consumption combined with wanner weather in the current year com­
pared to fiscal 2011 in most of our service areas.
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Operating expenses, which include operation and maintenance expense, provision for doubtful accounts,
depreciation and amortization expense and taxes, other than income increased $22~4 million primarily due to the
following:

• $11.2 million increase in legal costs, primarily due to settlements.

• $10.6 million increase in employee-related costs.

• $8~4 million increase in depreciation and amortization associated with an increase in our net plant as a
result of our capital investments in fiscal 2011.

• $2.6 million increase in software maintenance costs.

These increases were partially offset by the following;

• $6~8 million decrease in operating expenses due to increased capital spending and wanner weather allow­
ing us time to complete more capital work than in the prior year,

• $2~9 million decrease due to the establishment of regulatory assets for pension and postretirement costs.

Miscellaneous income decreased $28.9 million primarily due to the absence of a $21.8 million pre-tax gain
recognized in fisca12011 as a result of unwinding two Treasury locks ($13.6 million, net of tax) and a $10~O mil­
lion one-time donation to a donor advised fund in fisca12012.

Interest charges decreased $5.1 milli on compared to the prior year due primarily to the prepayment of our
5.125% $250 million senior notes in the fourth quarter of fiscal 2012, refinancing long-term debt at reduced
interest rates and reducing commitment fees from decreasing the number of credit facilities and extending the
length of their terms in fiscal 20 11~

Additional!y, results for fiscal 2012 were favorably impacted by a state tax benefit of $11.3 million. Due to
the completion of the sale of our Missouri, Iowa and Illinois service areas in the fiscal fourth quarter, the Com­
pany updated its analysis of the tax rate at which deferred taxes would reverse in the future to reflect the sale of
these service areas. The updated analysis supported a reduction in the deferred tax rate which when applied to the
balance of taxable income deferred to future periods resulted in a reduction of the Company's overall deferred
tax liability.

The following table shows our operating income from continuing operations by natural gas distribution clivi­
sian, in order of total rate base, for the fiscal years ended September 30~ 2013, 2012 and 2011. The presentation
of our natural gas distribution operating income is included for financial reporting purposes and may not be
appropriate for ratemaking purposes.

For the Fiscal Year Ended September 30
2013 2012 2011 2013 vs, 2012 2012 VS. 2011

(In thousands)

Mid-Tex ................. ~ ... $158,900 $142,755 $144,204 $16;145 $ (1,449)

Kentucky/Mid-States ~ .. ~ ....... 46,164 32,185 37,593 13,979 (5,408)
Louisiana II ill ill ........... II -II II ill. -II II t: II ill IE 52,125 48,958 50,442 3,167 (1~484)

West Texas ................. ~ .. 28,085 27,875 29}686 210 (1,811)

Mississippi ... ~ . . ~ . . ~ . . . . . . . . ~ 29,112 27,369 26,338 1,743 1,031

Colorado-Kansas ........ II .... II .......... 25,478 23,898 25,920 1,580 (2,022)

Other . . . . ~ . . A ~ • • ~ • • ~ • • ~ • • • ~ • • 3,229 1,421 7,905 1,808 (6,484)

Total . . . . ~ . . . ~ . . . . . ~ . a • • • z • • • $343,093 $304,461 $322,088 $38,632 $(17,627)

Regulated Transmission and Storage Segment

OUf regula ted transmission and storage segment consists of the regulated pipeline and storage operations of
the Atmos Pipeline - Texas Division. The Atmos Pipeline - Texas Division transports natural gas to our Mid­
Tex Division and third parties and manages five underground storage reservoirs in Texas. We also provide ancil­
lary services customary in the pipeline industry including parking arrangements, lending and sales of excess gas.
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Our regulated transmission and storage segment is impacted by seasonal weather patterns, competitive fac­
tors in the energy industry and economic conditions in our Mid-Tex service area. Natural gas prices do not
directly impact the results of this segment as revenues are derived from the transportation of natural gas. How­
ever ~ natural gas prices and demand for natural gas could influence the level of drilling activity in the markets
that we serve; which may influence the level of throughput we may be able to transport on our pipeline. Further,
natural gas price differences between the various hubs that we serve could influence customers to transport gas
through our pipeline to capture arbitrage gains.

The results of Atmos Pipeline - Texas Division are also significantly impacted by the natural gas require­
ments of the Mid-Tex Division because it is the primary supplier of natural gas for our Mid-Tex Division.

Finally, as a regulated pipeline, the operations of the Atmos Pipeline - Texas Division may be impacted by
the timing of when costs and expenses are incurred and when these costs and expenses are recovered through its
~ffi~ .

Review ofFinancial and Operating Results

Financial and operational highlights for our regulated transmission and storage segment for the fiscal years
ended September 30; 2013; 2012 and 2011 are presented below.

For the Fiscal Year Ended September 30
2013 2012 2011 2013 vs, 2012 2012 VS. 2011

(In thousands, unless otherwise noted)

Mid-Tex Division transportation .......... $179,628 $162,808 $125,973 $16,820 $36,835

Third-party transportation ~ .. ~ ..... w •• ~ •• 66,939 64,158 73,676 2,781 (9,518)
Storage and park and lend services oil ill II II II ... II ill 5,985 6,764 7,995 (779) (1,231)

Other ........................ ~ .. ~ .... 16,348 13,621 11~729 2,727 1,892

Gross profit ..................... w •• K •• 268,900 247;351 219~373 21,549 27~978

Operating expenses .....................• .... 110 •• 129,047 118,527 111,098 10,520 7,429

Operating income ~ . . . A • • • • • ~ • • K • • • • • • • 139,853 128,824 108,275 11,029 20,549
Miscellaneous income (expense) . ~ .. w •• K •• (2,285) (1,051) 4~715 (1;234) (5,766)

Interest charges . . . . . . . . . . . . . . . . . . . . . . . . 30,678 29,414 31~432 1,264 (2,018)

Income before income taxes .... ,. ........... 106,890 98,359 81,558 8,531 16;801
Income tax expense II. ill ......... ill ill ...... II"'" ill ... ill 011: II ill 38;630 35,300 29~143 3,330 6,157

Net income ........................... $ 68,260 $ 63,059 $ 52,415 $ 5,201 $10,644

Gross pipeline transportation
volumes - MMcf ....... ~ ........... 649,740 640,732 620,904 9,008 19,828

Consolidated pipeline transportation
volumes - MMcf . ~ .................. 467,178 466;527 435,012 651 31,515

Fiscal year ended September 30, 2013 compared with fiscal year ended September 30, 2012

The $21.5 million increase in regulated transmission and storage gross profit compared to the prior-year
period was primarily a result of the Gas Reliability Infrastructure Program (GRIP) filings approved by the Rail­
road Commission of Texas (RRC) during fiscal 2012 and 2013. During fiscal 2012, the RRC approved the Atmos
Pipeline - Texas GRIP filing with an annual operating income increase of $14.7 million, effective Apri12012.
On May 7, 2013, the RRC approved the Atmos Pipeline - Texas GRIP filing with an armual operating income
increase of $26.7 million that went into effect with bills rendered on and after May 7 ~ 2013. GRIP filings
increased period-ever-period gross profit by $19.7 million.

This increase was partially offset by a $10.5 million increase in operating expenses largely attributable to
increased depreciation expense as a result of increased capital investments and increased levels of pipeline and
right-of-way maintenance activities to improve the safety and reliability of our system.

38



CASE NO. 2015-00343
FR_16(7)(p)

ATIACHMENT 1

The APT rate case approved by the' RRC on April 18, 2011 contained an annual adjustment mechanism,
approved for a three-year pilot program, that adjusted regulated rates up ordown by 75 percent of the difference
between APT' s non-regulated annual revenue and a pre-defined base credit. The annual adjustment mechanism
expired on June 30, 2013. APT requested to extend the annual adjustment mechanism until November 1, 2017. A
hearing to review the request was held on October 29, 2013 with a final decision expected in December 2013.

Fiscal year ended September 30, 2012 compared with fiscal year ended September 30, 2011

The $28.0 million increase in regulated transmission and storage gross profit compared to the prior year was
primarily a result of the rate case that was finalized and became effective in May 2011 as well as the GRIP fil­
ings approved by the RRC during fiscal 2011 and 2012~ In May 2011, the RRC issued an order in the rate case of
Atmos Pipeline - Texas that approved an annual operating income increase of $20~4 million. During fiscal -
2011 ~ the RRC approved the Atmos Pipeline - Texas GRIP filing with an annual operating income increase of
$12.6 million that went into effect in the fiscal fourth quarter. On April IO, 2012~ the RRC approved the Atmos
Pipeline - Texas GRIP filing with an annual operating income increase of $14.7 million that went into effect
with bills rendered on an after April 10, 2012.

Operating expenses increased $7.4 million primarily due to a $5.4 million increase in depreciation expense,
resulting from higher investment in net plant.

Additionally, results for fiscal 2012 were favorably impacted by a state tax benefit of $2.3 million asso­
ciated with an update of the estimated tax rate at which deferred taxes would reverse in future periods after the
completion of the sale of our Missouri, illinois and Iowa assets. Net income for this segment for fiscal 2011 was
favorably impacted by a $6cO million pre-tax gain recognized in March 2011 as a result of unwinding two Treas­
ury locks ($3.9 million, net of tax).

Nonregulated Segment

Our nonregulated operations are conducted through Atmos Energy Holdings, Inc. (AEH), a wholly-owned
subsidiary of Atmos Energy Corporation and represent approximately five percent of our consolidated net
income.

AEH's primary business is to buy, sell and deliver natural gas at competitive prices to approximately 1;000
customers located primarily in the Midwest and Southeast areas of the United States. AEH accomplishes this
objective by aggregating and purchasing gas supply, arranging transportation and storage logistics and effectively
managing commodity price risk,

AEH also earns storage and transportation demand fees primarily from our regulated natural gas distribution
operations in Louisiana and Kentucky. These demand fees are subject to regulatory oversight and are renewed
periodically.

Our nonregulated activities are significantly influenced by competitive factors in the industry and general
economic conditions. Therefore, the margins earned from these activities are dependent upon our ability to attract
and retain customers and to minimize the cost of buying, selling and delivering natural gas to offer more com­
petitive pricing to those customers.

Further, natural gas market conditions, most notably the price of natural gas and the level of price volatility
affect our nonregulated businesses. Natural gas prices and the level of volatility are influenced by a number of
factors including, but not limited to, general economic conditions, the demand for natural gas in different parts of
the country; the level of domestic natural gas production and the level of natural gas inventory levels.

Natural gas prices can influence:

• The demand for natural gas. Higher prices may cause customers to conserve or use alternative energy
sources. Conversely, lower prices could cause customers such as electric power generators to switch from
alternative energy sources to natural gas.

• Collection of accounts receivable from customers, which could affect the level of bad debt expense recog­
nized by this segment.

39



CASE NO. 2015 M00343

FR_16(7)(p)
ATTACHMENT 1

• The level of borrowings under our credit facilities, which affects the level of interest expense recognized
by this segment

Natural gas price volatility can also influence our nonregulated business in the following ways:

• Price volatility influences basis differentials, which provide opportunities to profit from identifying the
lowest cost alternative among the natural gas supplies, transportation and markets to which we have
access.

• Increased or decreased volatility impacts the amounts of unrealized margins recorded in our gross profit
and could impact the amount of cash required to collateralize our risk management liabilities.

OUf nonregulated segment manages its exposure to natural gas commodity price risk through a combination
of physical storage and financial instruments. Therefore, results for this segment include unrealized gains or
losses on its net physical gas position and the related financial instruments used to manage commodity price risk.
These margins fluctuate based upon changes in the spreads between the physical and forward natural gas prices.
The magnitude of the unrealized gains and losses is also contingent upon the levels of our net physical position at
the end of the reporting period.

Review ofFinancial and Operating Results

Financial and operational highlights for our nonregulated segment for the fiscal years ended September 30,
2013,2012 and 2011 are presented below,

For the Fiscal Year Ended September 30
2013 2012 2011 2013 VS~ 2012 2012 VS. 2011

(In thousands, unless otherwise noted)

Realized margins
Gas delivery and related services ~ .. ~ . ~ .. $ 39,839 $ 46~578 $ 58,990 $ (6,739) $(12,412)

Storage and transportation services ... ~ .. 14,641 13,382 14,570 1,259 (1,188)

Oilier . . . ~ . . . . . . .. . ~ . .. .. . .. . . . .. .. . . . . ~ . . (103) 3~179 1,841 (3,282) 1,338

Total realized margins .. ~ ........ ~ .. ~ . ~ . ~ 54,377 63~139 75,401 (8,762) (12~262)

Unrealized margins ............................ 8,954 (8,015) (10,401) 16,969 2~386

Gross profit. a a ~ .... ~ •• a ~ •• ~ ............. 63,331 55,124 65,000 8~207 (9,876)

Operating expenses, excluding asset
impairment ......... ~ .......... ~ . . .. . . . ..... 44,404 36~886 39,113 7~518 (2,227)

Asset impairment ... ~ . . ~ ~ . . .. ~ . . . ~ . . . ~ . . 5,288 30,270 (5,288) (24,982)

Operating income (loss) ...... a ••• a •••• a 18,927 12~950 (4,383) 5,977 17,333

Miscellaneous income ....o.. ~ ~ . .. . ~ . . . . ~ . ~ 2,316 1~O35 657 1,281 378

Interest charges ........ ~ .... ~ .... ~ ........ ~ .. 2,168 3,084 4,015 (916) (931)

Income (loss) from continuing operations
beforeinco~etaxes ..................... 19,075 10~901 (7~741) 8,174 18~642

Income tax expense (benefit) ............. 7,493 5,612 (209) 1,881 5,821

Income (loss) from continuing operations . ~ ~ 11~582 5,289 (7~532) 6,293 12;821

Loss on sale of discontinued operations, net
of tax . . . . . ~ ~ . . . ~ . . .. ~ . . .. . . . . ~ . . . . ~ . . (355) (355)

Net income (loss) .... ~ . . .. . . . .. . . . . . ...... $ 11,227 $ 5,289 $ (7~532) $ 5,938 $ 12,821

Gross nonregulated delivered gas sales
volumes - }v[Mcf .. .. ~ . . . . . . .. ~ . . . . . . . 396;561 400;512 446~903 (3~951) (46,391)

Consolidated nonregulated delivered gas
sales volumes - .Ml\fcf .. ~ .. a ~ •• z • • • • ~ 343,669 351,628 384,799 (7~959) (33,171)

Net physical position (Bef) ...... c ......... "I: 12.0 18.8 21.0 (6.8) (2.2)
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Fiscal year ended September 30,2013 compared with fiscal year ended September 30, 2012

Gross profit increased $8.2 million for the year ended September 30,2013 compared to the prior year. Real­
ized margins decreased $8.8 million, primarily attributable to lower gas delivery margins. Consolidated sales
volumes decreased two percent due to increased competition which reduced industrial and power generation
sales. The impact of lower sales volumes was compounded by a decrease in per-unit margins from 11.6 cents per
Mef to 10.0 cents per Mcf, This decrease was offset by an increase of $17.0 million in unrealized margins,
primarily due to the year-over-year timing of realized margins on the settlement of hedged natural gas inventory
positions.

Operating expenses increased $7.5 million, primarily due to increased litigation and software support costs;
partially offset by reduced employee costs.

Miscellaneous income increased $1.3 million primarily due to a gain realized from the sale of a peaking
power facility and related assets during the first quarter of fiscal 2013.

Fiscal year ended September 30, 2012 compared with fiscal year ended September 30,2011

Realized margins for gas delivery ~ storage and transportation services and other services were $63.1 million
during the year ended September 30; 2012 compared with $75.4 million for fiscal 2011. The decrease reflects the
following:

• A nine percent decrease in consolidated sales volumes. The decrease was largely attributable to wanner
weather, which reduced sales to utility, municipal and other weather-sensitive customers.

• A $O.02/Mcf decrease in gas delivery per-unit margins compared to the prior year primarily due to lower
basis differentials resulting from increased natural gas supply and increased transportation costs.

Unrealized margins increased $2.4 million in fiscal 2012 compared to fisca12011 primarily due to the year­
over-year timing of realized margins on the settlement of hedged natural gas inventory positions,

Operating expenses, excluding asset impairments decreased $2.2 million primarily due to lower employee­
related expenses.

During the fourth quarter of fiscal 2012, we recorded a $5.3 million noncash charge to impair our natural
gas gathering assets located in Kentucky. The charge reflected a reduction in the value of the project due to the
curren t low natural gas price environment and management's decision to focus AEH' s activities on its gas deliv­
ery, storage and transportation services. In fiscal 2011 J asset- impairments included an asset impairment charge of
$19.3 million related to our investment in our Fort Necessity storage proj ect as well as an $11.0 million pre-tax
impairment charge related to the write-off of certain natural gas gathering assets.

LIQUIDITY AND CAPITAL RESOURCES

The liquidity required to fund our working capital, capital expenditures and other cash needs is provided
from a variety of sources, including internally generated funds and borrowings under our commercial paper pro­
gram and bank credit facilities. Additionally, we have various uncommitted trade credit lines with our gas
suppliers that we utilize to purchase natural gas on a monthly basis. Firially, from time to time, we raise funds
from the public debt and equity capital markets to fund our liquidity needs.

We regularly evaluate our funding strategy and profile to ensure that we (i) have sufficient liquidity for our
short-term and long-term needs in a cost-effective manner and (ii) maintain our debt to capitalization ratio in a
targ et range of 50 to 55 percent.
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The following table presents our capitalization as of September 30,2013 and 2012:

Septemher 30

Short-term debt ~ ... ~ . ~ ... a ~ •• ~ •• ~ ~ •• ~ ••••• ~." ~ •• ~ ••••• " ~

Long-term debt .. ~ . . . . ~ . . . . ~ . . ~ . . . . . . . . . . . . .. . . . ~ . . . . . . .

Shareholders' equity ~ ~ ~ ~ a ~ ••••• " ••••••

Total capitalization, including short-term debt . ~ ~ .... a ~ •••

2013 2012
.(In thousands, except percentages)

$ 367~984 6.8% $ 570,929·
2,455,671 45..4%· 1,956,436
2,580,409 47.8% 2,359,243

$5;404,064 100.0% $4,886,608

11~7%

40~O%

48.3%

100.0%

Total debt as a percentage of total capitalization, including short-term debt, was 52.2 percent and 51.7 per­
cent at September 30, 2013 and 2012.

On January 11,2013, we issued $500 million of 4.15% 3D-year unsecured senior notes, which, in effect,
replaced our $250 million 5.125% lO-year unsecured senior notes we redeemed in August 2012, on a long-term
basis. The net proceeds of approximately $494 million were used to repay $260 million outstanding under our
short-term financing facility used to redeem our 5.125 % senior notes and to partially repay commercial paper
borrowings and for general corporate purposes.

Going forward, we anticipate 'our capi tal spending will be more consistent with levels experienced during
fiscal 2013 as we continue to invest in the safety and reliability of our distribution and transportation system. We
plan to continue to fund our growth and maintain a balanced capital structure through the.use of long-term debt
securities and, to a lesser extent, equity.

Further, $500 million of long-term debt will mature in October 2014. We plan to issue new senior notes to
replace this maturing debt During the current year; we entered into forward starting interest rate swaps to fix the
Treasury yield component associated with this anticipated issuance at 3 ~ 129%. We believe the liquidity provided
by our senior notes and committed credit facilities, combined with our operating cash flow s, will be sufficient to
fund our working capital needs and capital expenditure program for fiscal year 2014. .

Cash Flows

Our internally generated funds may change in the future due to a number of factors, some of which we
cannot control. These factors include regulatory changes, the price for our services, the demand for such products
and services, margin requirements resulting from significant changes in commodity prices, operational risks and
other factors,

Cash flows from operating, investing and financing activities for the years ended September 30, 20 13~ 2012
and 2011 are presented below. . -
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Cash flows from operating activities

Year-over-year changes in our operating cash flows primarily are attributable to changes in net income,
working capital changes, particularly within our natural gas distribution segment resulting from the price of natu­
ral gas and the timing of customer collections, payments for natural gas purchases and purchased gas cost recov­
eries. The significant factors impacting our operating cash flow for the last three fiscal years are summarized
below.

Fiscal Year ended September 30, 2013 compared with fiscal year ended September 30, 2012

For the fiscal year ended September 30, 2013, we generated operating cash flow of $613.1 million from
operating activities compared with $586..9 million in the prior year. The year-over-year increase reflects changes
in working capital offset by a $10.5 million decrease in contributions made to our pension and postretirement
plans in the current year.

Fiscal Year ended September 30,' 2012 compared with fiscal year ended September 30, 2011

For the fiscal year ended September, 30, 2012, we generated operating cash flow of $586.9 million from
operating activities compared with $582.8 million in fiscal 2011. The year-aver-year increase reflects changes in
working capital offset by a $56.7 million increase in contributions made to our pension and postretirement plans
during fiscal 2012.

Cashflows from investing activities

Our ongoing capital expenditure program enables us to provide .safe and reliable natural gas distribution
services to our existing customer base, expand our natural gas distribution services into new markets and enhance
the integrity of our pipelines. In recent years, we have increased our level of capital spending to improve the
safety and reliability of our distribution system and to expand our intrastate pipeline network. Over the last three
fiscal years, approximately 68 percent of our capital spending has been committed to improving the safety and
reliability of our systern.

Over the next five years, we anticipate our capital spending will be more consistent with levels experienced
during fisca12013 as we continue to invest in the safety and reliability of our distribution and transportation sys­
tem. Where possible, we will also continue to focus our capital spending in jurisdictions that permit us to earn an
adequate return timely on our investment without compromising the safety or reliability of our system.

For the fiscal year ended September 30, 2013, we incurred $845.0 million for capital expenditures compared
with $732.9 million for the fiscal year ended September 30; 2012 and $623.0 million for the fiscal year ended
September 30, 2011.

Fiscal Year ended September 30, 2013 compared with fiscal year ended September 30, 2012

The $112.1 million increase in capital expenditures in fiscal 2013 compared to fiscal 2012 primarily reflects
spending incurred for the Line Wand Line WX expansion projects and increased cathodic protection spending in
our regulated transmission and storage segment.

Fiscal Year ended September 30, 2012 compared with fiscal year ended September 30~ 2011

The $109.9 million increase in capital expenditures in fiscal 2012 compared to fiscal 2011 primarily reflects
spending for the steel service line replacement pro gram in the Mid-Tex Division, the development of new
customer billing and information systems for our natural gas distribution and our nonregulated segments and
increased capital spending to increase the capacity on our Atmos Pipeline - Texas system.
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Cash flows from financing activities

We received a net $85.7 million and $44.0 million in cash from financing activities for fiscal years 2013 and
2011~ In fisca12012, we used a net $44.8 million in financing activities. Our significant financing. activities for
the fiscal years ended September 30; 2013~ 2012 and 2011 are summarized as follows:

2013

During the fiscal year ended September 30, 2013, our financing activities generated $85.7 million of cash
compared with $44 ~ 8 million of cash used in the prior year. Current year cash flows from financing activities
were significantly influenced by the issuance of $500 million 4.15% 3D-year unsecured senior notes on Jan­
uary 11,2013. We used a portion of the net cash proceeds of $493.8 million to repay a $260 million short-term
financing facility executed in fisca12012, to settle, for $66.6 million; three Treasury Locks associated with the
issuance and to reduce short-term debt borrowings by $167.2 million.

2012

During the fiscal year ended September 30, 2012, our financing activities used $44.8 million of cash, primar­
ily due to the payment of $257.0 million associated with the early redemption of our $250 million 5.125% Senior
notes that were scheduled to mature in January 2013. The repayment of our $250 million 5.125 % Senior notes
was fmanced using a $260 million short-term loan. Additionally, we repurchased $12~5 million of common stock
under our 2011 share repurchase program,

2011

During the fiscal year ended September 30, 2011, our financing activities generated $44.0 million of cash,
primarily related to the issuance of $400 million 5.50% Senior Notes in June 2011 and the related settlement of
three Treasury locks for $20.1 million. We used a portion of the net cash proceeds of $394.5 million to pay
scheduled long-term debt repayments; including our $350 million 7.375% senior notes that were paid on their
maturity date in May 2011. Additionally, we received $27.8 million cash in March 2011 related to the unwinding
of two Treasury locks,

The following table shows the number of shares issued for the fiscal years ended September 30, 2013, 2012
and 2011:

For the Fiscal Year Ended September 30
2013 2012 2011

Shares issued:
1998 Long-term incentive plan .. ~ ..... a ~ ••• ~ • a •• ~ •••••••

Outside directors stock-for-fee plan .. ~ .. a .

Total shares issued .. a •••• ~ ••••• a ••••• a •• a •• a a •••• a ••

531,672
2,088

533,760

482;289

2,375

484,664

675,255

2,385

677,640

The increase in the number of shares issued in fiscal 2013 compared with the number of shares issued in
fiscal 2012 primarily reflects the type of awards that were issued from the 1998 Long-Term Incentive Plan
(LTIP). In the current year; employees were issued restricted stock units, for which we issued new shares. In the
prior year, employees were issued restricted stock awards, which were held in trust and did not require the issu­
ance of new shares. During fisca12013, we canceled and retired 133,449 shares attributable to federal with­
holdings on equity awards which are not included in the table above. At September 30; 2013, of the 8.7 million
shares authorized for issuance from the LTIP} 1.4 million shares remained available.

The decreased number of shares issued in fiscal 2012 compared with the number of shares issued in fiscal
2011 primarily reflects the exercise of a significant number of stock options during fiscal 2011. During fiscal
2012, we canceled and retired 153,255 shares attributable to federal withholdings on equity awards and
repurchased and retired 387,991 shares attributable to our share repurchase program; which are not included in
the table above.
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Credit Facilities

OUf short-tenn borrowing requirements are affected by the seasonal nature of the natural gas business.
Changes in the price of natural gas and the amount of natural gas we need to supply to meet our customers' needs
could significant!y affect, our borrowing requirements.

We finance our short-term borrowing requirements through a combination of a $950 million commercial
paper pro gram, which is collateralized by our $950 million unsecured credit facility, as well as three addi tiona!
committed revolving credit facilities and one uncommitted revolving credit facility with third-party lenders. As a
result, we have approximately $1 billion of working capital funding. Additionally, our $950 million unsecured
credit facility has an accordion feature; which, if utilized, would increase borrowing capacity to $1~2 billion. We
also use intercompany credit facilities to supplement the funding provided by these third-party committed credit
facilities.

Shelf Registration

On March 28, 2013, we filed a registration statement with the Securities and Exchange Commission to
issue, from time to time, up to $1.75 billion in common stock and!or debt securities available- for issuance, which
replaced our registration statement that expired on March 31, 2013~ As of September 30, 2013", $1.75 billion was
available under the shelf registration statement.

Credit Ratings

Our credit ratings directly affect our ability to obtain short-term and long-term financing, in addition to the
cost of such financing. In determining our credit ratings, the rating agencies consider a number of quantitative
factors, including debt to total capitalization, operating cash flow relative to outstanding debt, operating cash
flow coverage of interest and pension liabilities and funding status. In addition, the rating agencies consider qual­
itative factors such as consistency of our earnings over time, the quality of our management and business strat­
egy, the risks associated with our regulated and nonregulated businesses and the regulatory environment in the
states where we operate.

OUf debt is rated by three rating agencies: Standard & Poor's Corporation (S&P), Moody's Investors Serv­
ice (Moody's) and Fitch Ratings, Ltd. (Fitch). Our current debt ratings are all considered investment grade and
are as follows:

S&P Moody's Fitch

Unsecured senior long-term debt ~ ~ ~ ~ ~ . . A- Baal A-
Commercial paper ~ . ~ .. ~ ~ . ~ .. ~ ~ ~ ~ . ~ ~. A-2 P-2 P":2

On October 8~ 2013, S&P upgraded our senior unsecured debt rating to A- from BBB+, with a ratings out­
look of stable, citing an improved business risk profile from an increasing contribution of earnings from our
regulated operations and focusing our nonregulated operations on our delivered gas business.

A significant degradation in our operating performance or a significant reduction in our liquidity caused by
more limited access to the private and publie credit markets as a result of deteriorating global or national finan­
cial and credit conditions could trigger a negative change in our ratings outlook or even a reduction in our credit
ratings by the three credit rating agencies, This would mean more limited access to the private and public credit
markets and an increase in the costs of such borrowings.

A credit rating is not a recommendation to buy, sell or hold securities. The highest investment grade credit
rating is AAA for S&P, Aaa for Moody's and AAA for Fitch. The lowest investment grade credit rating is BBB­
for S&P, Baa3 for Moody's and BBB- for Fitch. Our credit ratings may be revised or withdrawn at any time by
the rating agencies; and each rating should be evaluated independently of any other rating, There can be no
assurance that a rating will remain in effect for any given period of time or that a rating will not be lowered, or
withdrawn entirely, by a rating agency if, in its judgment, circumstances so warrant.

Debt Covenants

We were in compliance with all of our debt covenants as of September 30, 2013. Our debt covenants are
described in Nate 5 to the consolidated financial statements.
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Contractual Obligations and Commercial Commitments

The following table provides information about contractual obligations and commercial commitments at
September 30; 2013.

Payments Due by Period

Less than More than 5
Total 1 year 1-3 years 3~5 years years

(In thousands)

Contractual Obligations
Long-term debt(l) ..................... 1' .... II ..... $2,460,000 $ $500,000 $250,000 $1,710,000
Short-term debt(l) .. ~ ..... ~ ...... ~ ...... 367,984 367,984

Interest charges(2) ••• ~ • • • • ~ • • • ~ • • .". • • • •• 1,918,491 144,317 240,097 218,585 1;315;492

Gas purchase commitmentsw . . . ~ . . . . . . . . . 230,480 230,480

Capita11ease obligations'? . ~ ... ~ ..... ~ ... 822 186 372 264
Operating leases(4) ....................... "1:" 166,802 16,722 30,276 30,131 89,673

Demand fees for contracted storage'v II. II 11 ... :11 6,088 4,196 1,252 284 356

Demand fees for contracted
transportation's' . ~ .... ~ ...."............ 13,098 8,466 4,604 28

Financial instrument obligations'?' ..... ~ ... 7,676 1,543 6,133

Pension and postretirement benefit plan
contributions(8) .•• ~ . • ~ . • ~ • • ~ . . • . • . . • • 411;623 67~687 101;176 82~976 159,784

Uncertain tax positions (including
interest)(9) .. ~ .. ~ . ~ ............ ~ ...... 3,172 3,172

Total contractual obligations ........... $5,586,236 $841,581 $887,082 $582,268 $3,275,305

(1) See Note 5 to the consolidated financial statements.

(2) Interest charges were calculated using the stated rate for each debt issuance,

(3) Gas purchase commitments weredetermined based upon contractually determined volumes at prices esti­
mated based upon the index specified in the contract, adjusted for estimated basis differentials and con­
tractual discounts as of September 30, 2013.

(4) See Note 9 to the consolidated financial statements.

(5) Represents third party contractual demand fees for contracted storage in our nonregulated segment. Con­
tractual demand fees for contracted storage for our natural gas distribution segment are excluded as these
costs are fully recoverable through our purchase gas adjustment mechanisms.

(6) Represents third party contractual demand fees for transportation in our nonregulated segment.

(7) Represents liabilities for natural gas commodity financial instruments that were valued as of September 30,
2013. The ultimate settlement amounts of these remaining liabilities are unknown because they are subject to
continuing market risk until the financial instruments are settled.

(8) Represents expected contributions to our pension and postretirement benefit plans, which" are discussed in
Note 6 to the consolidated financial statements.

(9) Represents liabilities associated with uncertain tax positions claimed or expected to be claimed on tax
returns.

With the exception of our Mid-Tex Division, our natural gas distribution segment maintains supply con­
tracts with several vendors that generally cover a period of up to "oneyear. Commitments for estimated base gas
volumes are established under these contracts on a monthly basis at contractually negotiated prices. Commit­
ments for incremental daily purchases are made as necessary during the month in accordance with the terms of
individual contracts. Our Mid-Tex Division maintains long-term supply contracts to ensure a reliable source of
natural gas for our customers in its service area which obligate it to purchase specified volumes at market prices.
The estimated commitments under the terms of these contracts as of September 30~ 2013 are reflected in the table
above.
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AEH has commitments to purchase physical quantities of natural gas under contracts indexed to the forward
NYrvlEX strip or fixed price contracts, At September 30, 2013, AEH was committed to purchase 78.0 Bef within
one year, 21.9 Bef within one to three years and 1.0 Bef after three years under indexed contracts. AEH is com­
mitted to purchase 6.1 Bef within one year and 0.2 Bcf within one to three years under fixed price contracts with
prices ranging from $3~32 to $6.36 per Mef.

Risk Management Activities

As discussed above in our Critical Accounting Policies, we use financial instruments to mitigate commodity
price risk and, periodically, to manage interest rate risk. We conduct risk management activities through our
natural gas distribution and nonregulated segments. In our natural gas distribution segment, we use a combina­
tion of physical storage, fixed physical contracts and fixed financial contracts to reduce our exposure to
unusually large winter-period gas price increases. In our nonregulated segments, we manage our exposure to the
risk of natural gas price changes and lock in our gross profit margin through a combination of storage and finan­
cia! instruments, including futures, over-the-counter and exchange-traded options and swap contracts with coun­
terparties. To the extent our inventory cost and actual sales and actual purchases do not correlate with the
changes in the market indices we use in our hedges, we could experience ineffectiveness or the hedges may no
longer meet the accounting requirements for hedge accounting, resulting in the financial instruments being
treated as mark to market instruments through earnings,

We record our financial instruments as a component of risk management assets and liabilities, which are
classified as current or noncurrent based upon the anticipated settlement date of the underlying financial instru­
ment Substantially all of our financial instruments are valued using external market quotes and indices.

The following table shows the components of the change in fair value of our natural gas distribution seg­
ment's financial instruments for the fiscal year ended September 30,2013 (in thousands):

Fair value of contracts at September 30, 2012 . . . . w • • • • • • • • • • • ~ • • ~ ~ • • • ~ • • • • • ~ • • ~ • • ~ $ (76,260)

Contracts realized/settled ~ .. ~ .. ~ ~ ~ ~ 2)590
Fair value of new contracts ~ ~ ~ ~ .. ~ .. ~ .. ~ ~ . ~ . . 3,077
Oilier changes in value ~ ~ . . . . . . . . ~ . . . . . ~ . . . . . . . . . . ~ . ~ . . ~ . . . ~ . . . ~ . . . . . . . . . ~ . . 180,241

Fair value of contracts at September 30) 2013 ~ ~ ~ ~ ~ .. ~ .. ~ $109,648

The fair value of our natural gas distribution segment'I s financial instruments at September 30~ 2013, is pre­
sented below by time period and fair value source:

Fair Vahie of Contracts at September 30, 2013

Maturity in years

Greater
1-3 4-5 than 5- --

(In thousands)

$109.. 354 $- $-

Less
Source of Fair Value than 1

Prices actively quoted ~ . w ~ • w ••••• ~ • • • •• $294
Prices based on models and other valuation

methods ....;............ ~ . . ~ . . . . ~ . . . . . .

Total Fair Value . ~ . . . . . . . . . . . . . . . . . . . . . . . . .. $294 $109,354 $- $-

Total
Fair

Value

$109,648

$109,648
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The following table shows the components of the change in fair value of our nonregulated segment's finan­
cial instruments for the fiscal year ended September 30, 2013 (in thousands):

Fair value of contracts at September 30, 2012 ~ ~ ~ .. ~ ~ ~ ~

Contracts realized/settled ..

Fair value of new contracts . . . .. . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Other changes in value . ~ . . ~ . . . . . ~ . . . . .. .. . . . ~ .. . . . .. . . . .. . . . .. . .. . . . . . . . . . . . . .. . .. . .

Fair value of contracts at September 30; 2013 " .

Netting of cash collateral ~ ~ .. ~ .

Cash collateral and fair value of contracts at September 30, 2013 " .. ~ " .

$(15,123)

(245)

668

(14,700)
24,829

$ lOJ29

The fair value of our nonregulated segment' s financial instruments at September 30, 2013, is presented
below by time period and fair value source.

Fair Value of Contracts at September 30, 2013
Maturity in years

Greater
1..3 4M5 than 5

(In thousands)

$(5,957) $(176) $-

Less
Source of Fair Value than 1

Prices actively quoted $(8,567)
Prices based on models and other valuation methods .. ~ . .

"Total Fair Value . ~ ~ . . . .. ,$(8,567) $(5,957) $(176) $-

Total Fair
Value

$(14,700)

$(14,700)

Employee Benefits Programs

An important element of our total compensation program, and a significant component of our operation and
maintenance expense; is the offering of various benefits programs to our employees. These programs include
medical and dental insurance coverage and pension and postretirement programs.

Medical and Dental Insurance

We offer medical and dental insurance programs to substantially all of our employees, and we believe these
programs are consistent with other programs in our industry. Since 2006, we have experienced medical and pre­
scription inflation of approximately four percent In recent years, we have strived to actively manage our health
care costs through the introduction of a wellness strategy that is focused on helping employees to identify health
risks and to manage these risks through improved lifestyle choices.

In March 2010, President Obama signed The PatientProtectionand Affordable CareAct into law (the
"Health Care Reform Act"). The Health Care Reform Act will be phased in over an eight-year period. We have
changed the design of our health care plans to comply with provisions of the Health Care Reform Act that have
already gone into effect or will be going into effect in future years. We will continue to monitor all developments
on health care reform and continue to comply with all existing relevant laws and regulations.

For fiscal 2014 ~ we anticipate an approximate six percent medical and prescription drug inflation rate, pri­
marily due to anticipated higher claims costs and the implementation of the Health Care Refarm Act.

Net Periodic Pension and Postretirement Benefit Costs

For the fiscal year ended September 30, 2013, our total net periodic pension and other benefits costs was
$78.5 million, compared with $69.2 million and $56.6 million for the fiscal years ended September 30, 2012 and
2011. These costs relating to our natural gas distribution operations are recoverable through our gas distribution
rates. A portion of these costs is capitalized into our gas distribution rate base, and the remaining costs are
recorded as a component of operation and maintenance expense.

Our fiscal 2013 costs were determined using a September 30, 2012 measurement date. At that date, interest
and corporate bond rates utilized to determine our discount rates were lower than the interest and corporate bond
rates as of September 30; 2011, the measurement date for our fisca12012 net periodic cost. As a result of the
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lower interest and corporate bond rates, we decreased the discount rate used to determine our fiscal 2013 pension
and benefit costs to 4.04 percent Our expected return on our pension plan assets was maintained at 7.75 percent
due to historical experience and the current market projection of the target asset allocation, As a result~ our fiscal
2013 pension and postretirement medical costs were higher than in the prior year.

The increase in total net periodic pension and other benefits costs during fiscal 2012 compared with fiscal
2011 primarilyreflects the decrease in our discount rate at September 30, 2011, the measurement date for our
fiscal 2012 pension and postretirement costs. The discount rate used to compute the present value of a plan's
liabilities generally is based on rates of high-grade corporate bonds with maturities similar to the average period
over which the benefits will be paid. At our September 30, 2011 measurement date; the interest and corporate
bond rates used to detemrine our fisca12012 net periodic pension cost were significantly lower than the rates at
September 30,2010, the measurement date used to determine our fisca12011 net periodic cost. Our expected
return on our pension plan assets was reduced to 7,75 percent due to historical experience and the then -current
market projection of the target asset allocation.

Pension and Postretirement Plan Funding

Generally, our funding policy is to contribute annually an amount that will at least equal the minimum
amount required to comply with the Employee Retirement Income Security Act of 1974 (ERISA). However,
additional voluntary contributions are made from time to time as considered necessary," Contributions are
intended to provide not only for benefits attributed to service to date but also for those expected to be earned in
the future.

In accordance with the Pension Protection Act of 2006 (PPA), we determined the funded status of our plans
as of January 1,2013. Based on this valuation, we were required to contribute cash of $32.7 million, $46.5 mil­
lion and $0.9 million to our pension plans during fiscal 2013 ~ 2012 and 2011. The higher level of contributions
experienced during fiscal 2013 and 2012 reflect lower discount rates than in previous years. Each contribution
increased the level of our plan assets to achieve a desirable PPA" funding threshold.

We contributed $26.6 million and $22.1 million to our postretirement benefits plans for the fiscal years
ended September 30, 2013 and 2012. The contributions represent the portion of the postretirement costs we are
responsible for under the terms of our plan and minimum funding required by state regulatory commissions,

Outlook for Fiscal 2014 and Beyond

As of September 30, 2013, interest and corporate bond rates were higher than the rates as of September 30,
2012~ Therefore, we increased the discount rate used to measure our fiscal 2014 net periodic cost from 4~04 per­
cent to 4.95 percent. However,we decreased the expected return on plan assets from 7.75 percent to 7.25 percent
in the determination of our fisca12014 net periodic pension cost based upon expected market returns for our tar­
geted asset allocation. As a result of the net impact of changes in these and other assumptions, we expect our
fiscal 2014 net period pension cost to decrease by less than five percent

Based upon market conditions subsequent to September 30, 2013, the current funded position of the plans
and the funding requirements under the PPA, we anticipate contributing between $15 million and $25 million to
the Plans in fiscal 2014. Further, we will consider whether an additional voluntary contribution is prudent to
maintain certain PPA funding thresholds. With respect to our postretirement medical plans, we anticipate con­
tributing between $25 million and $30 million during fiscal 2014.

Actual changes in the fair market value of plan assets and differences between the actual and expected
return on plan assets could have a material effect on the amount of pension costs ultimately recognized. A O~25

percent change in our discount rate would impact our pension and postretirement costs by approximately $2.8
million. A 0.25 percent change in our expected rate of return would impact our pension and postretirement costs
by approximately $1.0 million.
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The projected pension liability, future funding requirements and the amount of pension expense or income
recognized for the Plan are subject to change, depending upon the actuarial value of plan assets and the detenni­
nation of future benefit obligations as of each subsequent actuarial calculation date. These amounts are impacted
by actual investment returns, changes in interest rates and changes in the demographic composition of the partic­
ipants in the plan.

RECENT ACCOUNTING DEVELOPMENTS

Recent accounting developments and their impact on our financial position, results of operations and cash
flows are described in Note 2 to the consolidated financial statements.

ITEM 7A~ Quantita#ve and Qualitative Disclosures About Market Risk.

We are exposed to risks associated with commodity prices and interest rates. Commodity price risk is the
potential1oss that we may incur as a result of changes in the fair value of a particular instrument or commodity.
Interest-rate risk results from our portfolio of debt and equity instruments that we issue to provide financing and
liquidity for our business activities.

We conduct risk management activities through both our natural gas distribution and nonregulated seg­
ments. In our natural gas distribution segment; we use a combination of physical storage, fixed physical contracts
and fixed financial contracts to protect us and our customers against unusually large winter period gas price
increases. In our nonregulated segment, we manage our exposure to the risk of natural gas price changes and lock
in our gross profit margin through a combination of storage and financial instruments including futures, over-the­
counter and exchange-traded options and swap contracts with counterparties. Our risk management activities and
related accounting treatment are described in further detail in Note 12 to the consolidated financial statements.
Additionally, our earnings are affected by changes in short-term interest rates as a result of our issuance of short­
term conunercial paper and our other short-term borrowings.

Commodity Price Risk

Natural gas distribution segment

We purchase natural gas for our natural gas distribution operations, Substantially all of the costs of gas
purchased for natural gas distribution operations are recovered from our customers through purchased gas cost
adjustment mechanisms. Therefore, our natural gas distribution operations have limited commodity price risk
exposure.

Nonregulated segment

Our nonregulated segment is also exposed to risks associated with changes in the market price of natural
gas. For our nonregulated segment, we use a sensitivity analysis to estimate commodity price risk. For purposes
of this analysis, we estimate commodity price risk by applying a $0.50 change in the forward NYMEX price to
our net open position (including existing storage and related fmancial contracts) at the end of each period. Based
on AEH's net open position (including existing storage and related financial contracts) at September 30,2013 of
G.l Bcf, a $0.50 change in the forward NYMEX price would have had a $0.1 million impact on our consolidated
net income.

Changes in the difference between the indices used to mark to market our physical inventory (Gas Daily)
and the related fair-value hedge (NY1vIEX) can result in volatility in our reported net income; but; over time,
gains and losses on the sale of storage gas inventory will be offset by gains and losses on the fair-value hedges.
Based upon our net physical position at September 30, 2013 and assuming our hedges would still qualify as
highly effective, a $0.50 change in the difference between the Gas Daily and NYMEX indices would impact our
reported net income by approximately $3.7 million.

Additionally, these changes could cause us to recognize a risk management liability ~ which would require us
to place cash into an escrow account to collateralize this liability position. This, in turn; would reduce the amount
of cash we would have on hand to fund our working capital needs.
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Interest Rate Risk

OUf earnings are exposed to changes in short-term interest rates associated with our short-term commercial
paper program and other short-term borrowings. We use a sensitivity analysis to estimate our short-term interest
rate risk. For purposes of this analysis, we estimate our short-term interest rate risk as the difference between our
actual interest expense for the period and estimated interest expense for the period assuming a hypothetical aver­
age one percent increase in the interest rates associated with our short -tenn borrowings. Had interest rates asso­
ciated with our short-term borrowings increased by an average of one percent, our interest expense would have
increased by approximately $3.2 million during 2013.
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ITEM 8~ Financial Statements and Supplementary Data.

Index to financial statements and financial statement schedule:

Page

Report of independent registered public accounting finn .. ~ . . . . . . . . ~ . . . ~ . . ~ ~ . . ~ . . ~ . . ~ . . ~ ~ . ~ . . . ~ 53
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Consolidated statements of comprehensive income for the years ended September 30, 2013, 2012 and

2011 ~.............. a • a • • • a • • a • • • • • • • • • • • • • • • ~ ~ • • • • • • ~ • • • ~ • • • • • • • ~ • "' ~ • • • • • • • • • • • • 56
Consolidated statements of shareholders' equity for the years ended September 30, 2013, 2012 and

2011 ~................. ~ . . . ~ . . ~ . . . . . . . . ~ . . . . . . ~ . . . . ~ . . . . . ~ . . . . ~ . . . . . ~ . . . . . . . . . . . . 57
Consolidated statements of cash flows for the years ended September 30, 2013, 2012 and 2011 . ~ . . . . 58

Notes to consolidated financial statements . . . . . . . . ~ . " ~ . " ~ . . . . . . . . . . . . 59
Selected Quarterly Financial Data (Unaudited) ~ ~ ~ ~ ~ ~ ~ ~ .. ~ .. ~ .. ~.' . ~ .. ~ . ~ . 116

Financial statement schedule for the years ended September 30~ 2013, 2012 and 2011
Schedule II Valuation and Qualifying Accounts ~ ~ ~ .. ~ ~ .. ~ .. ~ .. ~ . . . . . . . . . 124

All other financial statement schedules are omitted because the required information is not present, or not
present in amounts sufficient to require submission of the schedule or because the information required is
included in the financial statements and accompanying notes thereto.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Bcard of Directors and Shareholders of
Atmos Energy Corporation

We have audited the accompanying consolidated balance sheets of Atmos Energy Corporation as of Sep­
tember 30, 2013 and 2012; and the related consolidated statements of income, comprehensive income, share­
holders; equity, and cash flows for each of the three years in the. period ended September 30, 2013. Our audits
also included the financial statement schedule listed in the Index at Item 8 w These financial statements and
schedule are the responsibility of the Company's management, Our responsibility is to express an opinion on
these financial statements and schedule based on our audits,

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material mis statement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assess­
ing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly ~ in all material respects, the con­
solidated financial position of Atmos Energy Corporation at September 30,2013 and 2012, and the consolidated
results of its operations and its cash flows for each of the three years in the period ended September 30, 2013, in

. conformity with U.S. generally accepted accounting principles. Also, in our opinion, the related financial state­
ment schedule, when considered in relation to the financial statements taken as a whole, presents fairly, in all
material respects the financial information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), Atmos Energy Corporation's internal control over financial reporting as of September 30,2013,
based on criteria established in Internal Control - Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (1992 framework) and our report dated November 13, 2013
expressed an unqualified opinion thereon.

lsi ERNST & YOUNG LLP

Dallas, Texas
November 13~ 2013
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September 30
2013 2012

(In thousands,
except share data)

ASSETS
Property, plant and equipment . ~ K • ~ ..

Construction in progress ~ .. ~ ,. . . . . ~ .

Less accumulated depreciation and amortization _ ~ ~ ~

Net property, plant and equipment K • ~ ••• ~ •• " ~ .

Current assets

Cash and cash equivalents ~ ~ ~ .

Accounts receivable, less allowance for doubtful accounts" of $20,624 in 2013 and
$9,425 in 2012 " ~ ~ .

Gas stored underground ~ . . . . . . K • • • • • • • •

Other current assets '. . . . . . . . . . . . . . .. . ~ . . . . . .. . . . . . . . .. . . . .. . . . . . . . . . . . . .. . .

Total current assets ~ ~ ~ ~ .

Goodwill and intangible assets ~ . .. . . .. .. . . . . . . . . . . . . . . . . . .

Deferred charges and other assets .. K .

$7,446,272
275,747

7,722,019

1,691,364

6,030,655

66,199

301,992

244;741

70,334

683,266

741~484

484,996

$7,940,401

$6)860,358
274,112

7,134,470
1,658,866

$,475,604

64,239

234,526

256,415

272,782

827,962
740,847
451,262

$7,495,675

CAPITALIZATION AND LIABILITIES
Shareholders' equity

Common stock, no par value (stated at $.005 per share);
200,000,000 shares authorized; issued and outstanding:
2013 - 90,640,211 shares, 2012 - 90,239,900 shares ..

Additional paid-in capital ~ ~ ~ w •• w ~ ••

Accumulated other comprehensive income (loss) ..

Retained earnings "'. ~ ~ .

Shar-eholders' equity ~ ~ ~ .. ~ ~ ..
Long-term debt ..

Total capitalization ~ . . ~ . . . . . . . ~ . . .. .. . ~ . ~

Commitments and contingencies

Current liabilities

Accounts payable and accrued liabilities "' ~ ~ ..

Oilier current liabilities ~ .. ~ . ~ ~ .. ~ .

Short-term debt ...... A • • .. • • .. • • ~ • • • • .. • • • • • .. • • • ~ • • • K • • • K ~ • • • • • • • • ~ • • .. • •

Current maturities of long-term debt . ~ ' .

Total current liabilities w w ••••••• w •••• ~ •••••• ~ •••••••

Deferred income taxes ~ ~ ~ ~ .

Regulatory cost of removal obligation ~ ~ . . . . A • • • • • ~ .. • • ~ .. • • • .. • • .. • • .. .. • • .. •

Pension and postretirement liabilities .. ~ .. ~ z •• z •• ~ ~ .

Deferred credits and other liabilities . ~ "' ~ ~ ..

$ 453 $ 451
1,765,811 1,745,467

38,878 (47,607)

775,267 660,932

2~580,409 2,359,243

2,455,671 1,956,305

5,036,080 4,315,548

241,611 215,229

368,891 489,665
367,984 570,929

131

978,486 1,275,954
1,164,053 1,015,083

359,299 381,164
358,787 457,196

43,696 50;730

$7,940,401 $7,495,675

See accompanying notes to consolidated financial statements.

54



CASE NO. 2015-00343
FR_16(7)(p)

ATTACHMENT 1

ATMOS ENERGY CORPORATION

CONSOLIDATED STATEMENTS OF INCOME

Year Ended September 30

2013 2012 2011
(In thousands, except per share data)

, Operating revenues
Natural gas distribution segment . ~ . . . . . . . ~ . . . . . ~ . ~ . . . . . . . . ~ .
Regulated transmission and storage segment ... a •• a •••••••••••

Nonregulated segment ~ ~ . . . . . . . . ~ . .. . . . . . . . .
Intersegment eliminations . . . . . . . . . . . . . . . . . ~ .

Purchased gas cost
Natural gas distribution segment .. ~ .. a •• K •••••••••••••••••••

Regulated transmission and storage segment a........... . . . . . . .
Nonregulated segment ~ . . . . . . ~ . . . . . . . . . . .. . . . .. . . . . . . . . . . . . .
Intersegment eliminations . . . . . . . .. . . . . . . . . . .. ~ ~ *

Gross profit ~ . . ~ . . . . . . . . . .. . . .. ~ . . .. ~ . . . . .
Operating expenses

Operation and maintenance . . . . . . .. . . . . . a ~ ••••• ~ ••••••••••••

Depreciation and amortization ~ a ~ ••••••

Taxes, other than income .
Asset impairments . ~ ~ ~ ~ a

Total operating expenses " K ~ •••• a

Operating income ~ . . . . . . . . . . . .
Miscellaneous income (expense), net ~ .
Interest charges ... ~ . . .. . . . . ~ . . . ~ K • • • • • • ~ • • • • • • • • • • • • • • • • • • •

Income from continuing operations before income taxes . . . . . . . . . . .
Income tax expense . . . . . . . . . . . .". . . . . . . . . . . . . . . . . . . . . . K • • • • a

Income from continuing operations . ~ ~ .
Income from discontinued operations, net of tax ($3,986, $10,066 and

$12,372) ~ .. ~ ~ .. ~ ~ ~ .
Gain on sale of discontinued operations, net of tax ($2,909, $3,519

and $0) a • ~

Net income ~ .. ~ .. ~ .

Basic earnings per share
Income per share from continuing operations ~ .
Income per share from discontinued operations " ~ .

Net income per share - basic . ~ . . . . . . .. .. . .. . . . ~ . . . . . . . . . . . . . .

Diluted earnings per share
Income per share from continuing operations ~ ~ .
Income per share from discontinued operations ~ .. ~ . ' .

Net income per share - diluted ~ . . ~ . . . . . . . . . . . . . . . . . .

Weighted average shares outstanding:
Basic a ~ • • • ~ • • • ~ • • • • • • • • • • • • ." • • • • • • • • • • • • • • • • • • • .. ..

Diluted ~ .

$2,399,493 $2,145,330 $2,470,664
268,900 247,351 219,373

1,598,711 1,351,303 2,024,893
(380,847) (305,501) (428,495)

3,886,257 3,438;483 "4,286,435

1,318,257 1,122,587 1,452,721

1,535,380 1,296,179 1,959,893
(379,430) (304,022) (426,999)

2,474,207 2,114,744 2,985,615

1,412~O50 1,323,739 1,300~820

488;020 453,613 442,965
235,079 237,525 223,832
187,072 181,073 177,767

5,288 30~270

910;171 877,499 874;834

501,879 446,240 425,986
(197) (14,644) 21,184

128,385 141,174 150,763

373,297 290,422 296,407
142,599 98,226 106,819

230,698 192,196 189,588

7;202 18,172 18,013

5;294 6,349

$ 243,194 $ 216,717 $ 207,601

$ 2.54 $ 2.12 $ 2.08
0.14 O~27 0.20

$ 2.68 $ 2~39 $ 2.28

$ 2.50 $ 2.10 $ 2.07
0.14 0.27 0.20

$ 2.64 $ 2.37 $ 2.27

90,533 90,150 90,201
91,711 91,172 90,652

See accompanying notes to consolidated financial statements.
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Year Ended September 30
2013 2012 2011

(In thousands)

$243,194 $216,717 $207,601Net income ~ . . ~ . . . .. . . .. . . ~ . . ~ . . .. . . ~ . . ~ ~ . .. .. . .. .. .. . . .. .. . . . . .. . . . . . .. .. .
Other comprehensive income (loss), net of tax

Net unrealized holding gains (losses) on available-for-sale securities, net
of tax of $(186), $1,881 and $(953) ~ .. w •••• ~ ~ .

Cash flow hedges:
Amortization and unrealized gain (loss) on interest rate agreements,

net of tax of $47;236~ $(5)388) and $(16,850) ~ ~

Net unrealized gains on commodity cash flow hedges, net of tax of
$2,889, $5,029 and $3~355 ~ ~ .

Total other comprehensive income (loss) ~ ~ ..

Total comprehensive income .... . . .. . . .. . .. .. . . .. . . . .. ~ ~ K '. ~ •

(213)

82~179

4,519

86,485

$329~679

3,103

(10,116)

7,866

853

$217,570

(1,647)

(28,689)

5,248

(25,088)

$182,513

See accompanying notes to condensed consolidated financial statements.
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(54)

13,889

9,958

77

(65)

12,037
17,752

78

Total

2,255,421
216,717

853
(12~535)

(5,219)

(125,796)

(484)

570,495

216,717

(5,299)

(124,011) (124,011)

(125,796)

853

(48,460)

(54)

13,886

9,958

77

(65)

12,519

17,752

78

3

2

2,375

675,255

Accumulated
Other

Common stock Additional Comprehensive
Number of Stated Paid-in Income Retained

Shares Value Capital (Loss) Earnings

(In thousands, except share and per share data)

Balance, September 30,2010 .... ~ .. ~ .. 90,164,103 $451 $1,714,364 $(23~372) $ 486~905 $2J78,348

Netincome .. ~ ... ~ .. ~ ... a ••••••••• I" • 207,601 207,601

Other comprehensive loss .. I • I I •• I • • • (25,088) (25,088)

Repurchase of common stock ~ .. a • (375,468) (2) 2

Repurchase of equity awards ~ . (169,793) (1) (5~298)

Cash dividends ($1.36 per share) . I • I I ••

Common stock issued:

Direct stock purchase plan .. ~ a •

1998Long-term incentive plan .
Employee stock-based compensation .

Outside directors stock-for-fee plan ~ . . . 2,385

Balance, September 30, 2011 .. ~ . I ••• I ~ 90,296,482 451

Net income ... I ~ I I • I I I •• I ~ ••••• ~ .....

Other comprehensive income . K ~ ••••• a

Repurchase of common stock .. ~ . . . . . . (387,991) (2) (12,533)

Repurchase of equity awards. I I •• I I • • • (153~255) (5,219)

Cash dividends ($1.38 p~r share) .... ~ ..

Common stock issued:

Direct stock purchase plan .. ~ ..... ~ ~ I

1998 Long-term incentive plan I I •• I ~ ••

Employee stock-based compensation ~ ..

Outside directors stock-for-fee plan. I ••

531,672

$453 $1,765,811

(50)

8,788

15,934

80

2,359,243

243,194

86,485

(5,150)

(128,115)

(744)

660,932

243,194

(128,115)

86,485

(47,607)

(50)

9,530

15,934

80

1~745,467

2

451Balance, September 30,2012 I ~ •• I ••••• 90~239,900

Net income ~ w ••• ~ ••

Other comprehensive income ~ . . ~ ~

Repurchase of equity awards I •• I I • (133,449)

Cash dividends ($1.40 per share) .

Common stock issued:

Direct stock purchase plan a ~ •• ~ • a A •••

1998 Long-term incentive plan .

Employee stock-based compensation .

Outside directors stock-for-fee plan . ~ . . 2,088

Balance, September 30, 2013 ... ~ .. ~ .. I 90~640,211

See accompanying notes to consolidated financial statements.
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Year Ended September 30

2013 2012 2011
(In thousands)

(8,203)

236,928
679

141,336
17,814

8,480
(2,887)

(73,669)
31,979
15,644

111,069
31,912

(44,491)
(96,658)

613,127

(845,033)
153,023

(4,904)

(696,914)

(208,070)
493,793
(66,626)

(131)
(128,115)

(5,150)
46

85,747

1,960
64,239

$ 66,199

CASH FLOWS FROM OPERATING ACTIVITIES
Net income ~ ~ ~ ~ ~ ~ a ~ ••• a .. ~ • •• $ 243,194
Adjustments to reconcile net income to net cash provided by operating

activities:
Asset impainn.ents . ~ ~ .
Gain on sale of discontinued operations ~ ~ .. a •

Depreciation and amortization:
Charged to depreciation and amortization ..
Charged to other accounts ..

Deferred income taxes ~ .. .. .. .. .. . .. .. . . . . . ~ ..
Stock-based compensation ~ ~ a ..

Debt financing costs ". a ..

Other ..
Changes in assets and liabilities:

(Increase) decrease in accounts receivable .. ~ .. .. . .. .. ~ .. .. .. .. ~ .. .. .. .. .. . ..
Decrease in gas stored underground ~ .. ~ ~ .. . . . .
(Increase) decrease in other current assets ..
(Increase) decrease in deferred charges and other assets t ..

Increase (decrease) in accounts payable and accrued liabilities ~ .. a

Increase (decrease) in other current liabilities ..... .. ~ . . .. .. .. . . . . .. . ..
Increase (decrease) in deferred credits and other liabilities . . . .. .. .. . .

Net cash provided by operating activities ~ .
CASH FLOWS USED IN INVESTING ACTIVITIES

Capital expenditures " w • • • • • •••• K K ..

Proceeds from the sale of discontinued operations . ~ . . . . . a ~

Other, net ~ ~ ..

Net cash used in investing activities ..
CASH FLOWS FROM FINANCING ACTIVITIES

Net increase (decrease) in short-term debt ~ ~ . ~ ~ . .. . . . ~ . . ~ ~ .. . . .. .. . . ..
Net proceeds from issuance of long-term debt ..
Settlement of Treasury lock agreements ..
Unwinding of Treasury lock agreements . ~ ~ ~ ..
Repayment of long-term debt ~ ~ ~ ~ K ~ •• K

Cash dividends paid ~ ~ .. ~ .. ~ ~ ~ ..
Repurchase of common stock ~ . . . .. . . .. . . .. . .. .. . . . .. . . . . .. .. . . ..
Repurchase of equity awards .. . .. .. .. .. . . . .. . . .. .. .. . ..
Issuance of common stock ~ ~ ~ ~ . . . . . . . . w ~ ••• w

Net cash provided by (used in) financing activities a ~ •• a 1

Net increase (decrease) in cash and cash equivalents ~

Cash and cash equivalents at beginning of year ....... ~ ~ a • a ..

Cash and cash equivalents at end of year . .. . . .. .. . .. . . .. .. . . .. .. . . .. .. .. . . ..

CASH PAID (RECEIVED) DURING TIIEPERIOD FOR:
Interest ..... ~ . . . . .. ? • • • • • .. • • .. • • .. • • • .. • • .. • • .. • • .. • • • .. .. .. • • • .. • $ 148,461
Income taxes . . . .. . . .. . . .. .. . . .. .. . .. .. .. . . .. .. .. . . .. . .. .. .. .. .. .. .. .. .. ........ ~ . .. $ 10,008

See accompanying notes to consolidated financial statements..
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5,288
(9,868)

246,093
484

104,319
19,222
8,147
(493)

32,578
28,417
20,989

(50,055)
(64,234)

7,889
21,424

586,917

(732,858)
128,223

(4,625)

(609,260)

354,141

(257,034)
(125,796)

(12,535)
(5,219)
1,606

(44,837)

(67,180)
131~419

$ 64;239

$ 150,606
$ (432)

$ 207,601

30,270

233,155
228

117,353
11,586
9,438
(961)

(96)
27,737

(38,048)
(53,519)
23,904

(57,495)
"71,691

582,844

(622,965)

(4;421)

(627,386)

83,306
394;466

20,079
27,803

(360J31)
(124,011)

(5,299)
7,796

" 44,009

(533)
131,952

$ 131~419

$ 157~976

$ (8;329)
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1" Nature of Business

Atmos Energy Corporation ("Atmos Energy" or the "Company") and our subsidiaries are engaged primarily
in the regulated natural gas distribution and transmission and storage businesses as well as certain other non­
regulated businesses. Through our natural gas distribution business, we deliver natural gas through sales and
transportation arrangements to over three million residential; commercial, public-authority and industrial
customers through our six regulated natural gas distribution divisions in the service areas described below:

Division

Atmos Energy Colorado-Kansas Division .

Atmos Energy KentuckylMid-States Division A., ~

Atmos Energy Louisiana Division ~ .

Atmos Energy Mid-Tex Division .

Atmos Energy Mississippi Division

Atmos Energy West Texas Division

Service Area

Colorado, Kansas
Kentucky; Tennessee, Virginia'»

Louisiana
Texas, including the DallaslFort Worth
metropolitan area

Mississippi

West Texas

(1) Denotes location where we have more limited service areas.

In addition, we transport natural gas for others through our distribution system. Our natural gas distribution
business is subject to federal and state regulation and/or-regulation by local authorities in each of the states in
which our natural gas distribution divisions operate. Our corporate headquarters and shared-services function are
located in Dallas, Texas, and our customer support centers are located in Amarillo and Waco, Texas.

Over the last two fiscal years, we have sold our natural gas distribution operations in four states to stream­
line our regulated operations. On April 1, 2013, we completed the divestiture of our natural gas distribution
operations in Georgia, representing approximately 64,000 customers, and in August 2012, we completed the sale
of our natural gas distribution operations in Missouri, Illinois and Iowa, representing approximately 84,000 cus­
tomers.

Our regulated transmission and storage business consists of the regulated operations of our Atmos Pipeline­
Texas Division, a division of the Company. This division transports natural gas to our Mid-Tex Division, trans­
ports natural gas for third parties and manages five underground storage reservoirs in Texas, We also provide
ancillary services customary to the pipeline industry including parking arrangements, lending and sales of
inventory on hand.

Our nonregulated businesses operate primarily in the Midwest and Southeast through various wholly-owned
subsidiaries of Atmos Energy Holdings, Inc., (AEH). AEH is a wholly-owned subsidiary of the Company and
based in Houston, Texas. Through AEH, we provide natural gas management and transportation services to
municipalities, natural gas distribution companies, including certain divisions of Atmos Energy and third parties.

2. Summary of Significant Accounting Policies

Principles of consolidation - The accompanying consolidated financial statements include the accounts of
Atmos Energy Corporation and its wholly-owned subsidiaries. All material intercompany transactions have been
eliminated; however, we have not eliminated intercompany profits when such amounts are probable of recovery
under the affiliates' rate regulation process.

Basis ofcomparison - Certain prior-year amounts have been reclassified to conform with the current year
presentation.

Use ofestimates - The preparation of financial statements in conformity with accounting principles gen­
erally accepted in the United States requires management to make estimates and assumptions that affect the
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reported amounts of assets, liabilities, revenues and expenses, The most significant estimates include the allow­
ance for doubtful accounts, unbilled revenues, legal and environmental accruals; insurance accruals; pension and
postretirement obligations, deferred income taxes, asset retirement obligations; impairment of long-lived assets,
risk management and trading activities, fair value measurements and the valuation of goodwill and other long­
lived assets. Actual results could differ from those estimates.

Regulation - Our natural gas distribution and regulated transmission and storage operations are subject to
regulation with respect to rates, service, maintenance of accounting records and various other matters by the
respective regulatory authorities in the states in which we operate. Our accounting policies recognize the finan­
cial effects of the ratemaking and accounting practices and policies of the various regulatory commissions.
Accounting principles generally accepted in the United States require cost-based, rate-regulated entities that meet
certain enteria to reflect the authorized recovery of costs due to regulatory decisions in their financial statements..
As a result, certain costs that would normally be expensed under accounting principles generally accepted in the
United States are permitted to be capitalized or deferred on the balance sheet because it is probable they can be
recovered through rates. Further, regulation may impact the period in which revenues or expenses are recognized.
The amounts to be recovered or reco gnized are based upon historical experience and our understanding of the
regulations.

We record regulatory assets as a component of other current assets and deferred charges and other assets for
costs that have been deferred for which future recovery through customer rates is considered probable. Regu­
1atory liabilities are recorded either on the face of the balance sheet or as a component of current liabilities,
deferred income taxes or deferred credits and other liabilities when it is probable that revenues will be reduced
for amounts that will be credited to customers through the ratemaking process, Significant regulatory assets and
liabilities as of September 30~ 2013 and 2012 included the following:

September 30
2013 2012

(In thousands)

Regulatory assets:
Pension and postretirement benefit costs'!' . ~ .. . . .. . . . ~ . . . . . . . ~ . . ~ . . . . . .
Merger and integration costs, net . ~ . . . . . . . . . . . .
Deferred gas costs ~ a ~ •••••• A •• a A ••• ~ •••••• a •••• K K

Regulatory cost of removal asset ~ . . ~ . . . . . . ~ . . . .. ~ . . . . . . .. . .
Rate case costs ~ ~ . . . . . . . . . . .. ~ . . . . . y • • • • • • • • • • ~ • • • • ~ • • • • • • ~ • • • • •

Deferred franchise fees ~ .. ~ ~ ~ K • a ~ ••• a K

Texas Rule 8.209(2) ~ ~ .
APT annual adjustment mechanism K • • • ~ • • • • • • • • • • • • ". •

Recoverable loss on reacquired debt .
Other . ~ . . K • • c ~ • • • • • a ~ • • • • • • • • A • • • • • • • • • ~ • • • • • • • • • • • • • • • • • • • • •

Regulatory liabilities:
Deferred gas costs .
Deferred franchise fees . ~ ~ .
Regulatory cost of removal obligation " .
Other ..... . . a • • • K • • • ~ • • • • • • • • ~ • • • • • • • • • • • • • • • • • • • • • • • • • • • • ~ • •

$187,977
5,250

15,152
10,008
6,329

30,364
5,853

21,435
4,380

$286,748

$ 16,481
1,689

427,524
7,887

$453,581

$296,160
5,754

31,359
10,500

4~661

2,714
5,370
4,539

23,944
7,262

$392,263

$ 23,072

459,688
5;637

$488,397

(1) Includes $17.4 million and $7.6 million of pension and postretirement expense deferred pursuant to regu­
latoryauthorization.
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(2) Texas Rule 8.209 is a Railroad Commission rule that allows for the deferral of all expenses associated with
capital expenditures incurred pursuant to this rule, including the recording of interest on the deferred
expenses until the next rate proceeding (rate case or annual rate filing), at which time investment andcosts
would be recovered through base rates.

The amounts above do not include regulatory assets and liabilities related to our Georgia operations, which
were classified as assets held for sale at September 30, 2012 as discussed in Note 1(j. As of September 30, 2013,
we did not have any assets or liabilities classified as held for sale due to the sale of substantially all of our Geor­
gia assets on April 1, 2013.

Currently, authorized rates do not include a return on certain of our merger and integration costs; however,
we recover the amortization of these costs. Merger and integration costs, net, are generally amortized on a
straight-line basis over estimated usefu1lives ranging up to 20 years. During the fiscal years ended September 30;
2013,2012 and 2011, we recognized $O~5 million, $0.5 million and $O~5 million in amortization expense related
to these costs. '

Revenue recognition - Sales of natural gas to our natural gas distribution customers are billed on a
monthly basis; however, the billing cycle periods for certain classes of customers do not necessarily coincide
with accounting periods used for financial reporting purposes, We follow the revenue accrual method of account­
ing for natural gas distribution segment revenues whereby revenues applicable to gas delivered to customers, but
not yet billed under the cycle billing method, are estimated and accrued and the related costs are charged to
expense.

On occasion, we are permitted to implement new rates that have not been formally approved by our state
regulatory commissions, which are subject to refund, As permitted by accounting principles generally accepted in
the United States, we recognize this revenue and establish a reserve for amounts that could be refunded based on
our experience for the jurisdiction in which the rates were implemented.

Rates established by regulatory authorities are adjusted for increases and decreases in our purchased gas
costs through purchased gas cost adjustment mechanisms. Purchased gas cost adjustment mechanisms provide
gas distribution companies a method of recovering purchased gas costs on an ongoing basis without filing a rate
case to address all of their non-gas costs, There is no gross profit generated through purchased gas cost adjust­
ments, but they provide a dollar-for-dollar offset to increases or decreases in our natural gas distribution seg­
ment's gas costs. The effects of these purchased gas cost adjustment mechanisms are recorded as deferred gas
costs on our balance sheet.

Operating revenues for our regulated transmission and storage and nonregulated segments are recognized in
the period in which actual volumes are transported and storage services are provided.

Operating revenues for our nonregulated segment and the associated carrying value of natural gas inventory
(inclusive of storage costs) are recognized when we sell the gas and physically deliver it to our customers.
Operating revenues include realized gains and losses arising from the settlement of financial instruments used in
our nonregulated activities and unrealized gains and losses arising from changes in the fair value of natural gas
inventory designated as a hedged item in a fair value hedge and the associated financial instruments. For the fis­
cal years ended September 30, 2013, 2012 and 2011, we included unrealized gains (losses) on open contracts of
$9.0 million, $(8~O) million and $(10.4) million as a component of nonregulated revenues.

Cash and cash equivalents - We consider all highly liquid investments with an original maturity of three
months or less to be cash equivalents.

Accounts receivable and allowance for doubtful accounts - Accounts receivable arise from natural gas
sales to residential, commercial, industrial, municipal and other customers. We establish an allowance for doubt­
ful accounts to reduce the net receivable balance to the amount we reasonably expect to collect based on our col­
lection experience or where we are aware of a specific customer's inability or reluctance to pay. However, if
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circumstances change, our estimate of the recoverability of accounts receivable could be affected. Circumstances
which could affect our estimates include; but are not limited to, customer credit-issues, the level of natural gas
prices, customer deposits and general economic conditions. Accounts are written off once they are-deemed to be
uncollectible.

Gas stored underground - OUf gas-stored underground is comprised of natural gas injected into storage to
support the winter season withdrawals for our natural gas distribution operations and natural gas held by our
nonregulated segment to conduct their operations. The average cost method is used for all our regulated oper- '.
ations, except for certain jurisdictions in the Kentucky/Mid-States Division, where it is valued on the first-in
first-out method basis; in accordance with regulatory requirements. Our nonregulated segment utilizes the aver­
age cost method; however, most of this inventory is hedged and is therefore reported at fair value at the end of
each month. Gas in storage that is retained as cushion gas to maintain reservoir pressure is classified as property;
plant and equipment and is valued at cost.

Regulatedproperty, plant and equipment - Regulated property, plant and equipment is stated at original
cost, net of contributions in aid of construction. The cost of additions includes direct construction costs, payroll
related costs (taxes, pensions and other fringe benefits), administrative and general costs and an allowance for
funds used during construction. The allowance for funds used during construction represents the estimated cost
of funds used to finance the construction of maj or proj ects and are capitalized in the rate base for ratemaking
purposes when the completed proj ects are placed in service. Interest expense of $1.9 million, $2~6 million and
Sl.? million was capitalized in 2013; 2012 and 2011.

Maj or renewals, including replacement pipe, and betterments that are recoverable under our regulatory rate
base are capitalized while the costs of maintenance and repairs that are not recoverable through rates are charged
to expense as incurred. The costs of large proj ects are accumulated in construction in progress until the proj ect is
completed. When the proj ect is completed, tested and placed in service, the balance is transferred to the regulated
plant in service account included in the rate base and depreciation begins.

Re gulated property, plant and equipment is depreciated at various rates on a straight-line basis. These rates
are approved by our regulatory commissions and are comprised of two components: one based on average serv­
ice life and one based on cost of removal. Accordingly, we reeo gnize our cost of removal expense as a compo­
nent of depreciation expense. The related cost of removal accrual is reflected as a regulatory liability on the
consolidated balance sheet. At the time property, plant and equipment is retired, removal expenses less salvage,
are charged to the regulatory cost of removal accrual, The composite depreciation rate was 3~3 percent, 3.6 per­
cent and 3.6 percent for the fiscal years ended September 30~ 2013, 2012 and 2011~

Nonregulated property, plant and equipment - Nonregulated property, plant and equipment is stated at
cost Depreciation is generally computed on the straight-line method for financial reporting purposes based upon
estimated usefullives ranging from three to 50 years.

Asset retirement obligations~We record a liability at fair value for an asset retirement obligation when
the legal obligation to retire the asset has been incurred with an offsetting increase to the carrying value of the
related asset. Accretion of the asset retirement obligation due to the passage of time is recorded as an operating
expense.

As of September 30,2013 and 2012, we had asset retirement obligations of $6.8 million and $10.5 million.
Additionally, we had $3.3 million and $5.8 million of asset retirement costs recorded as a component of property,
plant and equipment that will be depreciated over the remaining life of the underlying associated assets.

We believe we have a legal obligation to retire our natural gas storage facilities. However, we have not
reeo gnized an asset retirement obligation associated with our storage facilities because we are not able to
determine the settlement date of this obligation as we do not anticipate taking our storage facilities out of service
permanently ~ Therefore, we cannot reasonably estimate the fair value of this obligation.
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Impairment of long-lived assets - We periodically evaluate whether events or circumstances have
occurred that indicate that other long-lived assets may not be recoverable or that the remaining usefullife may
warrant revision. When such events or circumstances are present, we assess the recoverability of long-lived
assets by determining whether the carrying value will be recovered through the expected future cash flows. In the
event the sum of the expected future cash flows resulting from the use of the asset is less than the carrying value
of the asset, an impairment loss equal to the excess of the asset's carrying value overits fair value is recorded.

During fisca12012, we recorded a pre-tax noncash impairment loss of $5.3 million related to our gathering
systems in Kentucky K In fiscal 2011; we recorded pre-tax noncash impairment losses of $19 K3 million related to
our Fort Necessity storage project and $11.0 million related to our gathering systems in Kentucky. See Nate 14
for further details.

Goodwill and intangible assets - We annually evaluate our goodwill balances for impairment during our
second fiscal quarter or more frequently as impairment indicators arise. We use a present value technique based
on discounted cash flows to estimate the fair value of our reporting units. These calculations are dependent on
several subjective factors including the timing of future cash flows, future growth rates and the discount rate. An
impairment charge is recognized if the carrying value of a reporting unit's -goodwill exceeds its fair value.

Intangible assets are amortized over their usefullives of 10 years. These assets are reviewed for impairment
as impairment indicators arise. When such events or circumstances are present, we assess the recoverability of
long-lived assets by determining whether the carrying value will be recovered through the expected future cash
flows. In the event the sum of the expected future cash flows resulting from the use of the asset is less than the
carrying value of the asset, an impairment loss equal to the excess of the asset's carrying value over its fair value
is recorded. No impairment has been recognized.

Marketable securities - As of September 30~ 2013 and 2012, all of our marketable securities were classi­
fied as available-for-sale. In accordance with the authoritative accounting standards; these securities are reported
at market value with unrealized gains and losses shown as a component of accumulated other comprehensive
income (loss). We regularly evaluate the performance of these investments on an individual investment by
investment basis for impairment, taking into consideration the fund's purpose, volatility and current returns. If a
determination is made that a decline in fair value is other than temporary, the related investment is written down
to its estimated fair value,

Financial instruments and hedging activities - We use financial instruments to mitigate commodity price
risk in our natural gas distribution and nonregulated segments and interest rate risk. The objectives and strategies
for using financial instruments have been tailored to our regulated and nonregulated businesses and are discussed
in Note 12.

We record all of our financial instruments on the balance sheet at fair value, with changes in fair value ulti­
mately recorded in the income statement. These financial instruments are reported as risk management assets and
liabilities and are classified as current or noncurrent other assets or liabilities based upon the anticipated settle­
ment date of the underlying financial instrument

The timing of when changes in fair value of our financial instruments are recorded in the income statement
depends on whether the financial instrument has been designated and qualifies as a part of a hedging relationship
or if regulatory rulings require a different accounting treatment. Changes in fair value for financial instruments
that do not meet one of these criteria are recognized in the income statement as they occur.

Financial Instruments Associated with Commodity Price Risk

In our natural gas distribution segment, the costs associated with and the gains and losses arising from the
use of financial instruments to mitigate commodity price risk are included in our purchased gas cost adjustment
mechanisms in accordance with regulatory requirements. Therefore, changes in the fair value of these financial
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instruments are initially recorded as a component of deferred gas.costs and recognized in the consolidated state­
ment of income as a component of purchased gas cost when the related costs are recovered through our rates and
recognized in revenue in accordance with accounting principles generally accepted in the United States. Accord­
ingly, there is no earnings impact on our natural gas distribution segment as a result of the use of financial
instruments.

In our nonregulated segment, we have designated most of the natural gas inventory held by this operating
segment as the hedged item in a fair-value hedge. This inventory is marked to market at the end of each month
based on the Gas Daily index, with changes in fair value recognized as unrealized gains or losses in revenue in
the period of change. The financial instruments associated with this natural gas inventory have been designated
as fair-value hedges and are marked to market each month based upon the NYMEX price with changes in fair
value recognized as unrealized gains or losses in revenue in the period of change. We have elected to exclude this
spot/forward differential for purposes of assessing the effectiveness of these fair-value hedges.

Additionally, we have elected to treat fixed-price forward contracts used in our nonregulated segment to
deliver natural gas as normal purchases and normal sales. As such, these deliveries are recorded on an accrual
basis in accordance with our revenue recognition policy. Financial instruments used to mitigate the commodity
price risk associated with these contracts have been designated as cash flow hedges of anticipated purchases and
sales at indexed prices. Accordingly; unrealized gains and losses on these open financial instruments are recorded
as a component of accumulated other comprehensive income, and are recognized in earnings as a component of
revenue when the hedged volumes are sold.

Gains and losses from hedge ineffectiveness are recognized in the income statement. Fair value and cash
flow hedge ineffectiveness arising from natural gas market price differences between the locations of the hedged
inventory and the delivery location specified in the financial instruments is referred to as basis ineffectiveness.
Ineffectiveness arising from changes in the fair value of the fair value hedges due to changes in the difference
between the spot price and the futures price, as well as the difference between the timing of the settlement of the
futures and the valuation of the underlying physical commodity is referred to as timing ineffectiveness. Hedge
ineffectiveness, to the extent incurred, is reported as a component of revenue.

OUf nonregulated segment also utilizes master netting agreements with significant counterparties that allow
us to offset gains and losses arising from financial instruments that may be settled in cash with gains and losses
arising from financial instruments that may be settled with the physical commodity. Assets and liabilities from
risk management activities, as well as accounts receivable and payable, reflect the master netting agreements in
place. Additionally, the accounting guidance for master netting arrangements requires us to include the fair value
of cash collateral or the obligation to return cash in the amounts that have been netted under master netting
agreements used to offset gains and losses arising from financial instruments. As of September 30, 2013 and
2012~ the Company netted $24.8 million and $23.7 million of cash held in margin accounts into its current risk
management assets and liabilities.

Financial Instruments Associated with Interest Rate Risk

We manage interest rate risk, typically when we plan to issue new long-term debt or to refinance existing
long-term debt. Prior to fisca12012, we entered into Treasury lock agreements to fix the Treasury yield compo­
nent of the interest cost associated with anticipated financings. We designated these Treasury lock agreements as
cash flow hedges at the time the agreements were executed. Accordingly, unrealized gains and losses associated
with the Treasury lock agreements were recorded as a component of accumulated other comprehensive income
(loss). When the Treasury locks were settled, the realized gain or loss was recorded as a component of accumu­
lated other comprehensive income (loss) and is being recognized as a component of interest expense over the life
of the related financing arrangement.
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During fiscal 2012, we began using interest rate swaps and forward starting interest rate swaps to mitigate
interest rate risk. Unrea1ized gains and losses associated with the swaps are recorded as a component of accumu­
1ated other comprehensive income (loss) a When the swaps settle, the realized gain or loss will be recorded as a
component of accumulated other comprehensive income (loss) and recognized as acomponent of interest
expense over the life of the related financing arrangement. Hedge ineffectiveness to the extent incurred will be
reported as a component of interest expense.

Fair Value Measurements - We report. certain assets and liabilities at fair value, which is defined as the
price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date (exit price). We primarily use quoted market prices and other observable
market pricing information in valuing our financial assets and liabilities and minimize the use of unobservable
pricing inputs in our measurements.

Fair-value estimates also consider our own creditworthiness and the creditworthiness of the counterparties
involved. OUf counterparties consist primarily of financial institutions and major energy companies. This concen­
tration of counterparties may materially impact our exposure to credit risk resulting from market, economic or
regulatory conditions. We seek to minimize counterparty credit risk through an evaluation of their financial con­
dition and credit ratings and the use of collateral requirements under certain circumstances.

Amounts reported at fair value are subject to potentially significant volatility based upon changes in market
prices, including, but not limited to, the valuation of the portfolio of our contracts, maturity and settlement of
these contracts and newly originated transactions and interest rates, each of which directly affect the estimated
fair value of our financial instruments. We believe the market prices and models used to value these financial
instruments represent the best information available with respect to closing exchange and over-the-counter quota­
tions, time value and volatility factors underlying the contracts. Values are adjusted to reflect the potential impact
of an orderly liquidation of our positions over a reasonable period of time under then current market conditions.

Authoritative accounting literature establishes a fair value hierarchy that prioritizes the inputs used to meas­
ure fair value based on observable and unobservable data. The hierarchy categorizes the inputs into three levels,
with the highest priority given to unadjusted quoted prices in active markets for identical assets and liabilities
(Levell) and the lowest priority given to unobservable inputs (Level 3). The levels of the hierarchy are described
below:

Level 1 - Represents unadjusted quoted prices in active markets for identical assets or liabilities. An active
market for the asset or liability is defined as a market in which transactions for the asset or liability occur with
sufficient frequency and volume to provide pricing information on an ongoing basis. Prices actively quoted on
national exchanges are used to determine the fair value of most of our assets and liabilities recorded on our bal­
ance sheet at fair value. Within our nonregulated operations, we utilize a mid-market pricing convention (the
mid-point between the bid and ask prices), as permitted under current accounting standards. Values derived from
these sources reflect the market in which transactions involving these financial instruments are executed.

Our Levell measurements consist primarily of exchange-traded financial instruments, gas stored under­
ground that has been designated as the hedged item in a fair value hedge and our available-for-sale securities.
The Levell measurements for investments in our Master Trust, Supplemental Executive Benefit Plan and post­
retirement benefit plan consist primarily of exchange-traded financial instruments.

Level 2 - Represents pricing inputs other than quoted prices included in Level 1 that are either directly or
indirectly observable for the asset or liability as of the reporting date. These inputs are derived principally from,
or corroborated by, observable market data. Our Level 2 measurements primarily consist of non-exchange-traded
financial instruments, such as over-the-counter options and swaps and municipal and corporate bonds where
market data for pricing is observable. The Level 2 measurements for investments in our Master Trust, Supple­
mental Executive Benefit Plan and postretirement benefit plan consist primarily of non -exchange traded financial
instruments such as common collective trusts and investments in limited partnerships.
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Level 3 - Represents generally unobservable pricing inputs which are developed based on the best
information available, including our own internal data, in situations where there is little if any market activity for
the asset or liability at the measurement date. The pricing inputs utilized reflect what a market participant would
use to determine fair value. We utilize models and other valnation methods to determine fair value when external
sources are not available. We believe the market prices and models used to value these assets and liabilities
represent the best information available with respect to closing exchange and over-the-counter quotations, time
value and volatility factors underlying the assets and liabilities.

As of September 30, 2013 our Master Trust owned one real estate investment with a value less than $O~2

million that qualifies as a Level 3 fair value measurement. The valuation.technique used was a real estate
appraisal obtained from an independent third party that consisted of several unobservable inputs such as com­
parable land and building sales values per square foot. Currently, we have no other assets or liabilities recorded at
fair value that would qualify for Level 3 reporting.

Pension and other postretirement plans - Pension and other postretirement plan costs and liabilities are
determined on an actuarial basis and are affected by numerous assumptions and estimates including the market
value of plan assets, estimates of the expected return on plan assets, assumed discount rates and current demo­
graphic and actuarial mortality data. Our measurement date is September 30. The assumed discount rate and the
expected return are the assumptions that generally have the most significant impact on o~ pension costs and
liabilities. The assumed discount rate, the assumed health care cost trend rate and assumed rates of retirement
generally have the most significant impact on our postretirement plan costs and liabilities.

The discount rate is utilized principally in calculating the actuarial present value of our pension and post­
retirement obligation and net pension and postretirement cost. When establishing our discount rate, we consider
high quality corporate bond rates based on bonds available in the marketplace that are suitable for settling the
obligations, changes in those rates from the prior year and the implied discount rate that is derived from matching
our projected benefit disbursements with currently available high quality corporate bonds.

The expected long-term rate of return on assets is utilized in calculating the expected return on plan assets
component of the annual pension and postretirement plan cost We estimate the expected return on plan assets by
evaluating expected bond returns, equity risk premiums, asset allocations, the effects of active plan management,
the impact of periodic plan asset rebalancing and historical performance. We also consider the guidance from our
inves tment advisors in making a final determination of our expected rate of return on assets. To the extent the
actual rate of return on assets realized over the course of a year is greater than or less than the assumed rate, that
year' s annual pension or postretirement plan cost is not affected, Rather, this gain or loss reduces or increases
future pension or postretirement plan costs over a period of approximately ten to twelve years,

The market-related value of our plan assets represents the fair market value of the plan assets! adjusted to
smooth out short-term market fluctuations over a five-year period. The use of this calculation will delay the
impact of current market fluctuations on the pension expense for the period.

We estimate the assumed health care cost trend rate used in determining our annual postretirement net cost
based upon our actual health care cost experience, the effects of recently enacted legislation and general
economic conditions. Our assumed rate of retirement is estimated based upon the annual review of our partic­
ipant census information as of the measurement date,

Income taxes - Income taxes are determined based on the liability method, which results in income tax
assets and liabilities arising from temporary differencesa Temporary differences are differences between the tax
bases of assets and liabilities and their reported amounts in the financial statements that will result in taxable or
deductible amounts in future years t The liability method requires the effect of tax rate changes on current and
accumulated deferred income taxes to be reflected in the period in which the rate change was enacted. The
liability method also requires that deferred tax assets be reduced by a valuation allowance unless it is more likely
than not that the assets will be realized.
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The Company may recognize the tax benefit from uncertain tax positions only if it is at least more likely
than not that the tax position will be sustained on examination by the taxing authorities, based on the technical
merits of the position. The tax benefits recognized in the financial statements from such a position should be
measured based on the largest benefit that has a greater than fifty percent likelihood of being realized upon
settlement with the taxing authorities . We recognize accrued interest related to unrecognized tax benefits as a
component of interest expense. We reeo gnize penalties related to unrecognized tax benefits as a component of
miscellaneous income (expense) in accordance with regulatory requirements.

Contingencies - In the normal course of business, we are confronted with issues or events that may result
in a contingent liability. These generally relate to lawsuits, claims made by third parties or the action of various
regulatory agencies. For such matters, we record liabilities when they are considered probable and reasonably
estimable, based on currently available facts and our estimates of the ultimate outcome or resolution of the
liability in the future. Actual results may differ from estimates, depending on actual outcomes or changes in the
facts or expectations surrounding each potential exposure.

Subsequent events - Except as disclosed in Note 6 concerning the October 2, 2013 payment from our
Supplemental Executive Benefits Plan related to the retirement of one of our executives, no events occurred
subsequent to the balance sheet date that would require recognition or disclosure in the financial statements.

Recent accounting pronouncements - During the year ended September 30~ 2013, two new accounting
standards were announced that will become applicable to the Company in future periods. The first standard clari­
fies the enhanced disclosure of offsetting arrangements for financial instruments that will become effective for us
for annual and interim periods beginning on October 1, 2013. The adoption of this standard should not have an
impact on our financial position, results of operations or cash flows. The second standard changes the pre­
sentation requirements for an unrecognized tax benefit if a net operating loss carryforward or tax credit
carryforward exists, which will become effective for us for annual and interim periods beginning on October 1,
2014. The adoption of this standard should not have a material impact on our financial position, results of oper­
ations or cash flows.

Beginning in our first fiscal quarter, we have presented a single statement of other comprehensive income,
due to an accounting pronouncement that became effective for us on October 1; 2012. Additionally, a standard
that became effective during our second fiscal quarter requires the presentation of amounts reclassified out of
accumulated other comprehensive income by component as well as significant amounts reclassified out of accu­
mulated other comprehensive income by the respective line item in the statement of net income. We have pre­
sented the disclosures relating to reclassifications out of accumulated other comprehensive income in Nate 13~

The adoption of these standards did not have an impact on our financial position; results of operations or cash
flows. There were no other significant changes to our accounting policies during the year ended September 30,
2013.

3. Segment Information

Atmos Energy Corporation and its subsidiaries are engaged primarily in the regulated natural gas dis­
tribution, transmission and storage business as well as other nonregulated businesses. We distribute natural gas
through sales and transportation arrangements to over three million residential, commercial, public authority and
industrial customers through our six regulated natural gas distribution divisions, which cover service areas
located in eight states. In addition, we transport natural gas for others through our distribution system. -

Through our nonregulated business, we provide natural gas management and transportation services to
municipalities, natural gas distribution companies, including certain divisions of Atmos Energy and third parties.
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We operate the Company through the following three segments:

• The natural gas distribution segment, includes our regulated natural gas distribution and related sales
operations. "

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

• The nonregulated segment, is comprised of our nonregulated natural gas management, nonregulated natu­
ral gas transmission, storage and other services. -

Our determination of reportable segments considers the strategic operating units under which we manage
sales of various products and services to customers in differing regulatory environments. Although our natural
gas distribution segment operations are geographically dispersed, they are reported as" a single segment as each
natural gas distribution division has similar economic characteristics. The accounting policies of the segments are
the same as those described in the summary of significant accounting policies. We evaluate performance" based
on net income or loss of the respective operating units. Interest expense is allocated pro rata to each segment
based upon our net investment in each segment. Income taxes are allocated to each segment as if each segment's
taxes were calculated on a separate return basis.

Summarized income statements and capital expenditures by segment are shown in the following tables.

Consolidated

$3,886,257

3,886,257
2,474,207

1,412~O50

488,020
235,079
187,072

910,171

501,879
(197)

128,385

373,297
142,599

230,698

7,202

5,294

-$ 243,194

$ 845,033

(355)

$ 11,227 $
====

$ 3,204 $
====

$ 68;260

$313,230

Year Ended September 30, 2013
Regulated

Transmission
and Storage Nonregnlated Eliminations

(In thousands)

$ 89,011 $1,402,828 $
179,889 195,883 (380,847)

268,900 1,598,711 (380,847)

1~535~380 (379,430)

268,900 63,331 (1,417)

76,686 37,569 (1,423)
35,302 4~196

17,059 2,639

129,047 44~404 (1,423)

139,853 18,927 6
(2,285) 2,316 (2,763)
30,678 2,168 (2,757)

106,890 19,075
38,630 7,493

68,260 11,582

7,202

247,332
96,476

150,856

375,188
195,581
167,374

738,143

343,093
2,535

98,296

2,399,493
1,318,257

1,081,236

Natural Gas
Distribution

$2,394,418
5,075

Total operating expenses .. ~ .. a ~ ••••• ~ ••

Operatingincorne ~ ~

Miscellaneous income (expense) ~ ~ ..
Interest charges . . ~ . . . . . . . ~ . . .. . . . . . . . . ~

Income from continuing operations before
income taxes .. ~ . . . . ~ . . . . . . ~ . . . . . . . .

Income tax expense . . . . . .. ~ . . . . . ~ ..

Income from continuing operations ~ '..
Income from discontinued operations, net of

tax ~ ~ ..
Gain (loss) on sale of discontinued

operations, net of tax . . . . . .". . ~ . .. . . ~ ~ . . 5,649

Net income ~ ~ . .. . . . . $ 163,707

Capital expenditures ~ .. ~ ~ . . . . . . .. $ 528,599

Purchased gas cost ~ ~ .

Gross profit . .. .. . . . . .. ~ . . ~ . . . . . . . . ~ . . ..
Operating expenses

Operation and maintenance ~ . . . . . .
Depreciation and amortization .
Taxes, other than income .

Operating revenues from external parties ..
Intersegrnentrevenues ~ ~ .
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Year Ended September 30, 2012
Regulated

Natural Gas Transmission
Distribution and Storage Nonregulated Eliminations Consolidated

(In thousands)

Operating revenues from external parties .. ~ $2,144,376 $ 92,604 $1~201J503 $ $3,438~483

Intersegment revenues ............................ 954 154,747 149,800 (305,501)

2,145,330 . 247,351 1~351,303 (305,501) 3,438,483
Purchased gas cost ...... II .......... II ... II II ... II II .. 1~122,587 1,296,179 (304,022) 2,114,744

Gross profi t ~ . . . . . ~ ~ . . . ~ . . ~ . . . . . . . . . 1,022,743 247,351 55,124 (1,479) 1,323,739
Operating expenses

Operation and maintenance ......... II ..... 353,879 71,521 29~697 (1,484) 453~613

Depreciation and amortization ~. K •••••• 202,026 31,438 4,061 237,525
Taxes, other than income ...... ~ . ~ ~ ....... 162,377 15~568 3~128 181,073
Asset impairments ... .,. ................... " ... 5,288 5,288

Total operating expenses ill ill. II ill. -II ill 11'''' II ill ...... 718,282 118,527 42~174 (1,484) 877,499

Operating income ~ ..... ~ ........ ~ .......... 304,461 128,824 12,950 5 446,240
Miscellaneous income (expense) ............ (12,657) (1,051) 1,035 (1~971) (14,644)

Interest charges . . ~ . . .. ~ . . . . . .,~ . . . . . . . z 110,642 29,414 3,084 (1,966) 141,174

Income from continuing operations before
income taxes ............................ 181,162 98,359 10,901 290,422

Income tax expense . . .. ~ ~ . . . ~ . .. ~ . . .. ~ . ~ . . 57,314 35~300 5~612 98,226

Income from continuing operations .... a ~ • 123,848 63,059 5,289 192,196
Income from discontinued operations, net of

tax .... ~ . . ~ . . ~ . . . .. . . . . . . .. . . .. ~ . . . . . 18,172 18,172
Gain on sale of discontinued operations, net

of tax .................................... 6~349 6,349

Net income .......... ~ . . . ~ . . ~ . ~ . . . . . . $ 148,369 $ 63,059 $ 5,289 $ $ 216~717

Capital expenditures ..... ~ ... ~ ........ ~ ... $ 546,818 $175~768 $ 10,272 $ $ 732,858
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Year Ended September 30, 2011
Regulated

Natural Gas Transmission
Distribution and Storage Nonregulated Eliminations Consolidated

(In thousands)

Operating revenues from external parties ... $2~469~781 $ 87,141 $1,729,513 $ $4,286,435
Intersegment revenues .. t' ....... II ... II II. II II .. ill ill 883 132,232 295,380 (428,495)

2,470,664 219~373 2,024,893 (428,495) 4,286,435
Purchased gas cost oil II II ..... II II II .. II II ill II .......... 1,452,721 1,959,893 (426;999) 2,985,615

Gross profit . ~ .. ~ ~ .................. 1~O17;943 219,373 65,000 (1,496) 1,300,820
Operating expenses

Operation and maintenance .. II II .. II II ... II ill ..... 341,758 70,401 32,308 (1,502) 442,965
Depreciation and amortization .. ~ . ~ .... 193,642 25)997 4,193 223,832
Taxes, other than income ........ ~ ....... 160,455 14,700 2,612 177,767
Asset impairments ...... II .......... II ... II 'II II 30,270 30,270

Total operating expenses ............. ,. ..... 695,855 111,098 69,383 (1,502) 874,834

Operating income (loss) ................. 322,088 108,275 (4,383) 6 425,986
Miscellaneous income ............... II. II 110 .. II ill ... 16~242 4,715 657 (430) 21,184
Interest charges . . . . . . ~ . . . . . . . ~ . . . ~ . . . ~ 115,740 31,432 4~O15 (424) 150,763

Income (loss) from continuing operations
before incornetaxes ..................... 'I' 222,590 81,558 (7~741) 296,407

Income tax expense (benefit) ............... 77,885 29,143 (209) 106,819

Income (loss) from continuing operations .. 144,705 52)415 (7,532) 189,588
Income from discontinued operations, net of

tax .~ ........ ~ .. ~ ............... ~ .. ~ .. 18,013 18,013

Net income (loss) ................ II ill .. ill II ill. $ 162,718 $ 52,415 $ (7,532) $ $, 207,601

Capital expenditures ~ .................. $ 496,899 $118,452 $ 7,614 $ $ 622,965

70



CASE NO. 2015-00343
FR_16(7)(p)

ATTACHMENT 1

ATMOS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

The following table summarizes our revenues by products and services for the fiscal year ended Sep­
tember 30~

Natural gas distribution revenues:

Gas sales revenues:

Residential ~ ~ .. ~ .. ~ .. ~ .. ~ ~ . "' ~ .
Commercial . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ~ .
Industrial . A • • a a • a ~ • • ~ • • • ~ • ~ • • • • • • • • • • • • • • • • • •

Public authority and other . . . . . . . . . ~ . ~ ~ . . ~ . . ~ . . . .

Total gas sales revenues .
Transportation revenues ~ ~ ~ .. ~ ~ . a ~ •• ~ ~ ••• a ••• a a

Other gas revenues .

Total natural gas distribution revenues . . . . . . . . . .
Regulated transmission and storage revenues .. ~ ~ .
Nonregulated revenues . ~ .

Total operating revenues . . . . . . . . . . . . . . . . . . . . .

71

2013

$1,512;495
661,930

81,155
60,557

2,316,137
55,938
22,343

2,394,418
89,011

1,402,828

$3,886,257

2012
(In thousands)

$1;351~479

587,651
71,960
54,334

2,065,424
53,924
25,028

2,144)376
92,604

1,201,503

$3,438~483

2011

$1,535,887
685,380

96,636
68,676

2~386,579

57,331
25,871

2,469,781
87,141

1~729,513

$4,286;435
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Balance sheet information at September 30, 2013 and 2012 by segment is presented in the following tables.

September 30~ 2013
Regulated

Natura) Gas Transmission
Distribution and Storage Nonregulated Eliminations Consolidated

(In thousands)

$4,719,873 $1,249,767
831~136

109,354
347,687 19,227

$7,800,418 $1,413,165

109,354
375,642

$(1,906,011) $7,940,401

ASSETS

Property, plant and equipment, net ~ ~ ~ .
Investment in subsidiaries .

Current assets

Cash and cash equivalents ~ .
Assets from risk management

activities ~ . . . ~ . . . . . . . . . . . .
Other current assets . . . . .. . . . . . . . . . . . .

Intercompany receivables ~ .

Total current assets .

Intangible assets .

Goodwill .. ~ .
Noncurrent assets from risk management

activities ~ ~ .
Deferred charges and other assets . * .

4,237

1,837
428,366

783,738

1,218,178

574,190

11,709

11,709

132,462

$ 61,015
(2,096)

61,962

16,262
452,126

530,350
121

34,711

8,728

$632,829

$
(829,040)

(293,233)
(783,738)

(1,076,971)

$6,030,655

66,199

18,099

598,968

683,266
121

741,363

$2,580,409 $ 396~421

2,455,671

5,036,080 396,421

359,299
358,787

35,684 134

$7;800,418 $1,413,165

367,984

1,543
608,959

978,486
1;164,053

(278,000)

(13,316)
(783,738)

(1,075,054)
179

6,133

359,299
358,787

37,563

$(1,906,011) $7,940,401

$ (831,136) $2,580,409
2,455;671

(831,136) 5,036,080

6,133

110,306
70,970

181,276
8,960

1,745

$632,829

20,288

712,768

733,056
283,554

645,984

1,543
491,681

1,139,208
871,360

CAPITALIZATION AND LIABILITIES
Shareholders' equity .
Long-term. debt .

Total capitalization . . . . . . . . . . . . . . .

Current liabilities

Current maturities of long-term debt .

Short-term debt . . . . . . . . . . . . . . . . . .

Liabilities from risk management
activities .

Other current liabilities ~ ~ ..

Intercompany payables . . . . . . . .. . . .. ~ . .

Total current liabilities ~ .. ~ ~ ..

Deferred income taxes ~ . . . . .
Noncurrent liabilities from risk

management activities . ~ . . . . . ~ .
Regulatory cost of removal obligation ~ .

Pension and postretirement liabilities .

Deferred credits and other liabilities .
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Since we have non-vested share-based payments with a nonforfeitable right to dividends or dividend equiv­
alents (referred to as participating securities), we are required to use the two-class method of computing earnings
per share. The Company's non-vested restricted stock units, granted under the 1998 Long-Term Incentive Plan,
for which vesting is predicated solely on the passage of time, are considered to be participating securities. The
calculation of earnings per share using the two-class method excludes income attributable to these participating
securities from the numerator and excludes the dilutive impact of those shares from the denominator~
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Basic and diluted earnings per share for the fiscal years ended September 30 are calculated as follows:

2013 2012 2011
(In thousands, except per share data)

Basic Earnings Per Share from continuing operations
, Income from continuing operations ~ .. ~ .

Less: Income from continuing operations allocated to
participating securities ~ .

Income from continuing operations available to common
shareholders ~.. .. ~ . ~ . . . a • • • ~ • • .. • • • • .. • • • • .. • • .. • • • .. • • •

Basic weighted average shares outstanding .... ~. . . . . . ~ .

Income from continuing operations per share - Basic .

Basic Earnings Per Share from discontinued operations
Income from discontinued operations .. ~ ~ . . . . . . . ~

Less: Income from discontinued operations allocated to
participating securities .. ~ . . . .. . . * • • .. • • .. • • * • • ~ • • • • .. • • •

Income from discontinued operations available to common
shareholders ~ ~ . . ~ . . . . . . . . . . . . . . ~ . . .. . . . . . . . . . . . .. . . .

Basic weighted average shares outstanding ~ ... ~ .. a •••• ~ •••

Income from discontinued operations per share - Basic .

Net income per share - Basic ~ ..

Diluted Earnings Per Share from continuing operations
Income from continuing operations available to cornmon

shareholders ~.. .. ~ . ~ . . a ~ • • a ~ • ~ • • ~ • • .. • • • • ~ • • ~ • • a .. • • •

Effect of dilutive stock options and other shares * .

Income from continuing operations available to common
shareholders ~ * ~ • * •• ~ ••••••••• * ••••••• ~

Basic weighted average shares outstanding ..... ~ . * ••••••••

Additional dilutive stock options and other shares . * ~ •••••••

Diluted weighted average shares outstanding .. ~ .. * ••••••••

Income from continuing operations per share - Diluted ......

$230,698 - $192,196 $189,588

775 793 1,980

$229,923 $191,403 $187,608

90,533 90,150 90,201

$ 2.54 $ 2.12 $ 2.08

$ 12,496 $ 24,521 $ 18,013

42 101 188

$ 12,454 $ 24,420 $ 17,825

90,533 90,150 90,201

$ 0.14 $ O~27 $ 0.20

$ 2.68 $ 2.39 $ 2.28

$229,923 $191,403 $187,608
5 4 4

$229,928 $191,407 $187,612

90,533 90,150 90,201
1,178 1,022 451

91,711 91,172 90,652

$ 2.50 $ 2.10 $ 2.07

Diluted Earnings Per Share from discontinued operations
Income from discontinued operations available to common

shareholders ~ ~ ....... a A •• a ............................. $ 12,454 $ 24,420 $ 17,825
Effect of dilutive stock options and other shares ~ . . ~ . . . . ~ . . a

Income from discontinued operations available to common
$ 24,420shareholders . ~ . . ~ . . ~ . . .. ~ . . . . ~ . . ~ . . . . . . . . . . . . . ~ . . . . $ 12,454 $ 17,825

Basic weighted average shares outstanding ~ ................... 90,533 90,150 90,201
Additional dilutive stock options and other shares .............. 1,178 1,022 451

Diluted weighted average shares outstanding ................. 91,711 91,172 90,652

Income from discontinued operations per share - Diluted .... $ 0.14 $ 0.27 $ O~20

Net income per share - Diluted •• t ..... ill .. II ill ill II .. II ............ ill ill ..... ill $ 2.64 $ 2.37 $ 2..27
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There were no out-of-the-money options excluded from the computation of diluted earnings per share for
the fiscal years ended September 30~ 2013,2012 and 2011.

5. Debt

Long-term debt

Long-term debt at September 30, 2013 and 2012 consisted of the following:

4~329 3,695
131

10,000

150;000
131

1~960,1312,460,000

2013 2012
(In thousands)

$ 500,000 $ 500,000

250,000 250,000
450,000 450,000
200,000 200,000
400,000 400,000-

500~OOO

10,000

150,000

Unsecured 4.95% Senior Notes, due October 2014 ~ ~ ..
Unsecured 6.35% Senior Notes, due 2017 .
Unsecured 8.50% Senior Notes, due 2019 .. ~ ~ ~ ~ ~ ..
Unsecured 5.95% Senior Notes, due 2034 .
Unsecured 5.50% Senior Notes) due 2041 .
Unsecured 4.15% Senior Notes, due 2043 ~ .
Medium term Series A notes, 1995-1, 6.67%, due 2025 t •••

Unsecured 6.75% Debentures, due 2028 a ~ • a ••• a •••• a ~ .

Rental property term notes due in installments through 2013 .

Total long-term debt ~ * * •• w

Less:

Original issue discount on unsecured senior notes and debentures .
Current maturities ~ ~ ~ .

$2,455,671 $1~956,305

We issued $500 million Unsecured 4.150/0 Senior Notes on January 11,2013. The effective rate of these
notes is 4.67%~ after giving effect to offering costs and the settlement of the associated Treasury lock agreements
discussed in Note 12. Of the net proceeds of approximately $494 million, $234 million was used to partially
repay our commercial paper borrowings and for general corporate purposes. The remaining $260 million was
used to repay a short -term financing facility that was scheduled to mature on February 1, 2013 ~ This facility was
executed on September 27, 2012~ with interest rates at a LIBOR based rate plus a company specific spread, to
repay commercial paper borrowings that were used to redeem our $250 million Unsecured 5~125% Senior Notes
were scheduled to mature in January 2013.

Short-term debt

Our short -term debt is utilized to fund ongoing working capital needs, such as our seasonal requirements for
gas supply, general corporate liquidity and capital expenditures. Our short-term borrowings typically reach their
highest levels in the winter months.

We currently finance our short-term borrowing requirements through a combination of a $950 million
commercial paper program, four committed revolving credit facilities and one uncommitted revolving credit
facility ~ with a total availability from third-party lenders of approximately $1 billion of working capital funding.
At September 30~ 2013 and 2012; there was $368.0 million and $310.9 million outstanding under our commercial
paper program with weighted average interest rates of 0.25% and 0.48%, with average maturities of less than one
month. We also use intercompany credit facilities to supplement the funding provided by these third-party com­
mitted credit facilities. These facilities are described in greater detail below.
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Regulated Operations

We fund our regulated operations as needed, primarily through our commercial paper program and three
committed revolving credit facilities with third-party lenders that provide approximately $985 million of working
capital funding. The first facility is a five-year unsecured facility that was amended on December 7, 2012 to
increase the borrowing capacity from $750 million to $950 million with an accordion feature, which, if utilized
would increase the borrowing capacity to $1.2 billion. On August 22, 2013 the terms of the facility were
amended to extend the expiration date from May 2016 to August 2018. The credit facility bears interest at a base
rate or at a LIBOR-based rate for the applicable interest period, plus a spread ranging from zero percent to two
percent, based on the Company's credit ratings. This credit facility serves as a backup liquidity facility for our
commercial paper program. At September 30, 2013, there were no borrowings under this facility, but we had
$368.0 million of commercial paper outstanding leaving $582.0 million available,

The second facility is a $25 million unsecured facility that bears interest at a daily negotiated rate, generally
based on the Federal Funds rate plus a variable margin.. This facility was renewed on April 1, 20 13 ~ At Sep­
tember 30, 2013, there were no borrowings outstanding under this facility.

The third facility which was renewed on September 30, 2013 for $10 million is a committed revolving credit
facility used primarily to issue letters of credit that bears interest at a LIBOR-based rate plus 1~5 percent At
September 30 ~ 2013, there were no borrowings au tstanding under this credit facility; however, letters of credit
totaling $5.9 million had been issued under the facility at September 30,2013, which reduced the amount avail­
able by a corresponding amount,

The availability of funds under these credit facilities is subject to conditions specified in the respective credit
agreements, all of which we currently satisfy~ These conditions include our compliance with financial covenants and
the continued accuracy of representations and warranties contained in these agreements. Weare required by the
financial covenants in each of these facilities to maintain, at the end of each fiscal quarter, a ratio of total debt to
total capitalization of no greater than 70 percent. At September 30, 2013, our total-debt-to-total-capitalization ratio,
as defined, was 54 percent. In addition, both the interest margin over the Eurodollar rate and the fee that we pay on
unused amounts under each of these facilities are subject to adjustment depending upon our credit ratings.

In addition to these third-party facilities, our regulated operations have a $500 million intercompany revolv­
ing credit facility with AEH. This facility bears interest at the lower of (i) the Eurodollar rate under the five-year
revolving credit facility or (ii) the lowest rate outstanding under the commercial paper program. Applicable state
regulatory commissions have approved our use of this facility through December 31, 2013. There was $278.0
million outstanding under this facility at September 30, 2013.

Nonregulated Operations

Prior to December 5, 2012, Atmos Energy Marketing, LLC (ARM), which is wholly-owned by AEH, had a
three-year $200 million committed revolving credit facility, expiring in December 2014, with a syndicate of
third-party lenders with an accordion feature that could increase AEM' s borrowing capacity to $500 minion. The
credit facility was primarily used to issue letters of credit and, on a less frequent basis, to borrow funds for gas
purchases and other working capital needs. This facility was collateralized by substantially all of the assets of
AEM and was guaranteed by AEH. ARM terminated the committed revolving credit facility on December 5,
2012, to reduce external credit expense. AEM incurred no penalties in connection with the termination. This
facility was replaced with two $25 million, 364-day bilateral credit facili ties, one of which is a committed
facility. These facilities are used prirnarily to issue letters of credit. Due to outs tanding letters of credit, the total
amount available to us under these bilateral credit facilities was $37.4 million at September 30, 2013.
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ABH has a $500 million intercompany demand credit facility with ABC. This facility bears interest at a rate
equal to the greater of (i) the one-month LillOR rate plus 3~OO percent or (ii) the rate for AEM's borrowings
under its committed line of credit facility plus 0.75 percent. Applicable state regulatory commissions have
approved our use of this faeili ty through December 31, 2013. There were no borrowings outstanding under this
facility at September 30, 2013.

She if Registration

On March 28, 2013, we filed a registration statement with the Securities and Exchange Commission (SEC)
to issue, from time to time, up to $1.75 billion in common stock and/or debt securities available for issuance,
which replaced our registration statement that expired on March 31, 2013. As of September 30,2013, $1.75 bil­
lion was available under the shelf registration statement.

Debt Covenants

In addition to the financial covenants described above, our credit facilities and public indentures contain
usual and customary covenants for our business, including covenants substantially limiting liens, substantial asset
sales and mergers,

Additionally, our public debt indentures relating to our senior notes and debentures, as well as our revolving
credit agreements, each contain a default provision that is triggered if outstanding indebtedness arising out of any
other credit agreements in amounts ranging from in excess of $15 million to in excess of $100 million becomes
due by acceleration or is not paid at maturity.

We were in compliance with all of our debt covenants as of September 30, 2013. If we were unable to
comply with our debt covenants, we would likely be required to repay our outstanding balances on demand, pro­
vide additional collateral or take other corrective actions.

Maturities of long-term debt at September 30,2013 were as follows (in thousands):

250,000

500~OOO

1,710~OOO

$2,460,000

2014 . . ~ ~ . . A • • • • A • • • A • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • •• $
2015 . . . ~ . . . . . . . . ~ . . . . . . . . . . . . . . . . . ~ . a • • • • a • • • • • • • • • • • • • • • • • ~ • • • • • ~ • • ~ • • •

2016 . . . . . . . . . . . . . . . . . . . . . . . . ~ . . . . . . . . ~ . . . . ~ ~ . . . . . . ~ . . . . ~ . . . . ~ . . . . ~ . . . . . .
2017 . . . . . . ~ ~ . . . . . . . ~ . . ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ~ ~ . . . ~ . . c • • ~ • • ~ • • •

2018 . . . ~ . . .. . . . . . ~ . . a • • .. • a ~ • • • • • • • • ~ • • • • • • • • ~ • • • • • • ~ • • • • • • • • • • • • • • • • • • • • •

Thereafter ~ .
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6. Retirement and Post-Retirement Employee Benefit Plans

We have both funded and unfunded noncontributory defined benefit plans that together cover most of our
employees. We also maintain post-retirement plans that provide health care benefits to retired employees..
Finally, we sponsor defined contribution plans that cover substantially all employees. These plans are discussed
in further detail below.

As a rate regulated entity; we generally recover our pension costs in our rates over a period of up to
15 years. The amounts that have not yet been recognized in net periodic pension cost that have been recorded as
regulatory assets are as follows:

Supplemental
Defined Executive Postretirement

Benefits Plans Retirement Plans Plans Total
(In thousands)

September 30, 2013
Unrecognized transition obligation ... $ $ $ 628 $ 628
Unrecognized prior service credit .- ~ .. (91) (5,961) (6,052)

Unrecognized actuarial loss . ~ ~ .. ~ ~ . 108,621 31,466 35,961 176,048

$108,530 $31,466 $30,628 $170,624

September 30, 2012
Unrecognized transition obligation ... $ $ $ 1,709 $ 1,709
Unrecognized prior service credit .. ~ . (232) (7,411) (7,643)

Unrecognized actuarial loss ........ 187,050 43,995 63,402 294,447

$186,818 $43,995 $57,700 $288,513

Defined Benefit Plans

Employee Pension Plans

As of September 30, 2013, we maintained two defined benefit plans: the Atmos Energy Corporation Pension
Account Plan (the Plan) and the Atmos Energy Corporation Retirement Plan for Mississippi Valley Gas Union
Employees (the Union Plan) (collectively referred to as the Plans). The assets of the Plans are held within the
Atmos Energy Corporation Master Retirement Trust (the Master Trust).

The Plan is a cash balance pension plan that was established effective January 1999 and covers most of the
employees of Atmos Energy's regulated operations. Opening account balances were established for participants
as of January 1999 equal to the present value of their respective accrued benefits under the pension plans which
were previously in effect as of December 31, 1998z The Plan credits an allocation to each participant's account at
the end of each year according to a formula based on the participant's age, service and total pay (excluding
incentive pay).

The Plan also provides for an additional annual allocation based upon a participant's age as of January 1,
1999 for those participants who were participants in the prior pension plans. The Plan credited this additional
allocation each year through December 31, 2008. In addition, at the end of each year, a participant's account is
credited with interest on the employee's prior year account balance. A special grandfather benefit also applied
through December 31, 2008, for participants who were at least age 50 as of January 1, 1999 and who were partic­
ipants in one of the prior plans on December 31, 1998. Participants are fully vested in their account balances after
three years of service and may choose to receive their account balances as a lump sum or an annuity. In August
2010, the Board of Directors of Atmos Energy approved a proposal to close the Plan to new participants effective
October 1, 2010~ Additionally, employees participating in the Plan as of October 1, 2010 were allowed to make a
one- time election to migrate from the Plan into our defined contribution plan, which was enhanced, effective
January 1,2011.
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The Union Plan is a defined benefit plan that covers substantially all full-time union employees in our Mis­
sissippi Division. Under this plan, benefits are based upon years of benefit service and average final earnings.
Participants vest in the plan after five years and will receive their benefit in an annui ty~

Generally ~ our funding policy is to contribute annually an amount in accordance with the requirements of
the Employee Retirement Income Security Act of 1974~ including the funding requirements under the Pension
Protection Act of 2006 (PPA). However, additional voluntary contributions are made from time to time as
considered necessary. Contributions are intended to provide not only for benefits attributed to service to date but
also for those expected to be earned in the future.

During fisca12013 and 2012 we contributed $32.7 million and $46.5 million in cash to the Plans to achieve
a desired level of funding while maximizing the tax deductibility of this payment Based upon market conditions
subsequent to September 30; 2013; the current funded position of the Plans and the new funding requirements
under the PPA~ we anticipate contributing between $15 million and $25 million to the Plans in fiscal 2014. Fur­
ther; we will consider whether an additional voluntary contribution is prudent to maintain certain PPA funding
thresholds.

We manage the Master Trust's assets with the objective of achieving a rate of return net of inflation of
approximately four percent per year, We make investment decisions and evaluate performance on a medium­
term horizon of at least three to five years. We also consider our current financial status when making recom­
mendations and decisions regarding the Master Trost's assets. Finally, we strive to ensure the Master Trust's
assets are appropriately invested to maintain an acceptable level of risk and meet the Master Trust's long -term
asset investment policy adopted by the Board of Directors.

To achieve these objectives, we invest the Master Trust's assets in equity securities, fixed income securities,
interests in commingled pension trust funds; other investment assets and cash and cash equivalents. Investments
in equity securities are diversified among the market ~ s various subsectors in an effort to diversify risk and max­
imize returns. Fixed income securities are invested in investment grade securities. Cash equivalents are invested
in securities that either are short term (less than 180 days) or readily convertible to cash with modest risk.

The following table presents asset allocation information for the Master Trust as of September 30,2013 and
2012~

Security Class

Domestic equities ~ ~ ~ .

International equities ~ ~ .

Fixed income . ~ ~ ~ .
Company stock . ~ . . . . . . . ~ .. ~ . ~ ~ .

Oilier assets ~ ~ a ••••• ~ •• ~ ••••••••••••

Targeted
Allocation Range

35%-55%
10%-20%
10%-30%

5%-15%
5%-15%

Actual
Allocation

September 30

2013 2012

46.5% 42.6%
16.1 % 13.9%

14.9% 18.6%
12.6% 12~O%

9.9% 12.9%

At September 30, 2013 and 2012~ the Plan held 1;169~700 shares of our common stock, which represented
12.6 percent and 12.0 percent of total Master Trust assets. These shares generated dividend income for the Plan
of approximately $1.6 million and $1.6 million during fiscal 2013 and 2012.
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Our employee pension plan expenses and liabilities are determined on an actuarial basis and are affected by
numerous assumptions and estimates including the market value of plan assets; estimates of the expected return
on plan assets and assumed discount rates and demographic data. We review the estimates and assumptions
underlying our employee pension plans annually based upon a September 30 measurement date. The develop­
ment of our assumptions is fully described in our significant accounting policies in Nate 2. The actuarial assump­
tions used to determine the pension liability for the Plans were determined as of September 30,2013 and 2012
and the actuarial assumptions used to determine the net periodic pension cost for the Plans were determined as of
September 30, 2012, 2011 and 2010. These assumptions are presented in the following "table:

Discount rate ~ ~ .. ~ .. ~ ~ . ~ ~ .. ~ .

Rate of compensation increase . ~ .. ~ ~ . . . . . . . . .

Expected return on plan assets . ~ . . . . . . . . . . . . . . . . z •••• K •• a

Pension
Liability Pension Cost

2013 2012 2013 2012 2011

4.95% 4.04% 4~O4% 5.05% 5.39%(1)

3.50% 3.50% 3~50% 3.50% 4.00%

7~25% 7.75% 7a75% 7.75% 8.25%

(1) The discount rate for the Pension Account Plan increased from 5.39% to 5.68% effective January 1, 2011
due to a curtailment gain recorded in fisca12011.

The following table presents the Plans' accumulated benefit obligation, projected benefit obligation and
funded status as of September 30 ~ 2013 and 2012:

280~204

48,656
46,534

(24,553)

(7,697)

343,144

(136,887)

$(136,887)

$ 429,432
15,084
21,568

46~197

(24,553)

(7~697)

480,031

(58,912)

343,144

52~496

32,745
(25~073)

(6~425)

396,887

$ (58~912)

$480~031

17,754
19,334

(29~822)

(25,073)

(6,425)

455,799

2013 2012
(In thousands)

Accumulated benefit obligation .. ~ ~ . ~ ~ ~ ~ ~ ~ . . . . .. $446,133 $ 468,440

Change in projected benefit obligation:
Benefi t obligation at beginning of year ~ . . . . . . . . . . ~ . . . ~ . . * • • • • • • • • • • * • • • ~ • • •

Service cost ~ ~ . . . . . . . ~ . . ~ . ~ . . ~ . . . ~ . . ~ . . . ~ ~ . . ~ ~ . . . ~ . . . . . . ~ . . . ~ . . ~ . . ~

Interest cost ~ . . ~ . . . ~ . . ~ . . a ~ • • • ~ • • • • • • • • • • • ~ • • • • • • • • • •

Actuarial (gain) loss ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Benefits paid ~ . . . . . . ~ . . . ~ . . . . ~ . . . . . . . . . . . . . . . . . . . . . . a • • • • • • ~ • • a • • • •

Divestitures ~ . . . . . . ~ . . . . . . . . '~ . . . . . . . ~ . . ~ . . ~ . . . . . . .

Benefit obligation at end of year ~ ~ ~ ~ ~ .. ~ .. ~

Change in plan assets:
Fair value of plan assets at beginning of year ~ ~ . . . . . . . . . . ~ . . .
Actual return on plan assets . ~ . . . ~ . . ~ . . . ~ . . ~ . . . . . a. . . . . . . . a. . . a. . . . . . . . . . .
Employer contributions ~ .. ~ .. ~ ~ . . . . . . . . . . . . . . . . . . ... ~ . . . . . . . . . . . ..

Benefits paid ~ . . . . . . . . . . ~ ~ . . . . . . . ~ . . . . . . . . a • • ~ •

Divestitures t • • • • • • • • ~ • • ~ • • • ~ • • • • • • ~ • • • ~ • • • • • • • ~ • • • ~ • • • • • • ~ • ~ •

Fair value of plan assets at end of year ~ ~ .. ~ ~ ~ .

Reconciliation:
Funded status . ~ . . . ~ . . . ~ . . . ~ . . . . . . . . . . . ~ . . . . . . ~ . . . . ~ . . . . . . ~ . . . . . . . . . . . . . .

Unrecognized prior service cost ~ ~ ~ ~ .. ~ .

Unrecognized net loss .. ~ . . . ~ . . ~ . . . . . ~ . . ~ . . . . . ~ . . . . . . . . . . . . ~ . . . ~ . . . ~ . ~ . . . .

Net amount reeDgnized ~ . . . .. ~ " . . . . . . . . . . . . . . . . . ~ . ~ .. ~ .
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Net periodic pension cost for the Plans for fiscal 2013, 2012 and 2011 is recorded as operating expense and
included the following components:

Fiscal Year Ended September 30

2013 2012 2011
(In thousands)

Components of net periodic pension cost:

Service cost . ~ ~ . . ~ . . . . . ~ . . . ~ . . ~ . . . . . . . . . . . . ~ . . . . . . . . .

Interest cost ~ . . ~ a • • a • • • ~ • • • • • • • • • • • • • • • • •

Expected return on assets ~ ~ ~ .

Amortization of prior service credit .

Reeognized actuarial loss . . . . . . . . ~ . . . . . . . a z • • • • ~ • • • • ~ • • •

Curtailment gain ~ . ~ ~ .. ~

Net periodic pension cost . ~ . . . . . . . ~ . . . ~ . . . . . . . . . . . . . . .

$ 17~754

19,334
(22,955)

(141)
19,066

$ 33,058

$ 15;084
21,568

(21,474)

(141)
14,451

$ 29,488

$ 14~384

22,264
(24,817)

(429)

9,498
(40)

$ 20,860

The following table sets forth by level, within the. fair value hierarchyJ the Master Trust's assets at fair value
as of September 30; 2013 and 2012. As required by authoritative accounting literature, assets are categorized in
their entirety based on the lowest level of input that is significant to the fair value measurement. The methods
used to determine fair value for the assets held by the Master Trust are fully described in Nate 2. Assets at Sep­
tember 30, 2012 include $7.7 million that were transferred to the purchaser of our Missouri, illinois and Iowa
operations during the first quarter of fiscal 2013. In addition to the assets shown below, the Master Trust had net
accounts receivable of $O~4 million and $0.5 million at September 30, 2013 and 2012 which materiallyapprox­
imates fair value due to the short-term nature of these assets.

Assets at Fair Value as of September 30, 2013
Levell Level 2 Level 3 Total

(In thousands)

Investments:
Common stocks - domestic equities ................. $143,543 $ $- $143,543
Money market funds ................. ~ .. ~ .. a ~ ~ • 12;266 12,266
Registered investment companies:

Domestic funds . . . ~ . . . . . . . . w • • ~ • • • • a ~ • • • ~ ~ • 30,200 30~200

International funds :II' ill ill ... ill ill ill .. II ill ....................... 47,036 47,036

Common/collective trusts - domestic funds 57,627 57,627
Government securities:

Mortgage-backed securities 110 II II ... II ill ... ill ill -II ill iII .. :II.. ill .. II 18,446 18,446
V,SE treasuries .............. ~ . ~ .......... ~ . 4,117 663 4~780

Corporate bonds •• :11 II ... II iII:1''' ill ill ill ill ill II ill -II ................. 35,012 35,012
Limited partnerships". . . . . . . . . . ................ 47,417 47,417
Real estate . . . . . . . . . . . . . . . . . . . . . ~ . . ~ . . . ~ . . . . ~ 155 155--

Total investments at fair value . . . . . . . . . . . . . . . . . ... $224,896 $171,431 $155 $396,482
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Investments:
Common stocks - domestic equities . ~ . . ~ . . . . ~ . .

Money market funds . ~ ~ .. ~ ~ .. ~ ~ ~ .
Registered investment companies:

Domestic funds a ~ ••.a ~ •• ~ ~ •

International funds ~ .... ~ ~ .. ~ ~ .. ~ a ~ •••••••

Common/collective trusts - domestic funds
Government securities

Mortgage-backed securities . ~ ~ .
U~S ~ treasuries . . . . a ~ • • ~ • • • ~ • -. • • • .. • • .. • • • • ~ • •

Corporate bonds ~ . . . .

Limited partnerships . .. .. . . .. .. . . .. .. . . . . . . ~ ~ .
Real estate . . . ~ . . . . . . .. . . . . . . ~ . ~ ~ . . ~ . . ~ . . . . . ~ .

Total investments at fair value ~ .

Assets at Fair Value as of September 30,2012
Levell Level 2 Level 3 Total

(In thousands)

$114~799 $ $- $114~799

21,010 21,010

19,984 19,984

36~714 36;714
52,155 52,155

19,509 19~509

7,597 487 8;084

35~960 35,960
140 41,786 41~926

155 155--
$179,234 $170,907 $155 $350,296

The fair value of our Level 3 real estate assets was determined using a real estate appraisal obtained from an
independent third party that consisted of several unobservable inputs such as comparable land sales values per
square foot in the range of $0.94 to $2.98 and comparable building sales values per square foot in the range of
$23~13 to $30.42.

Supplemental Executive Retirement Plans

We have three nonqualified supplemental plans which provide additional pension, disability and death bene­
fits to our officers, division presidents and certain other employees of the Company.

The first plan is referred to as the Supplemental Executive Benefits Plan (SEBP) and covers our officers,
division presidents and certain other employees of the Company who were employed on or before August 12,
1998. The SEBP is a defined benefit arrangement which provides a benefit equal to 75 percent of covered com­
pensation under which benefits paid from the underlying qualified defined benefit plan are an offset to the bene­
fits under the SEBP.

In August 1998, we adopted the Supplemental Executive Retirement Plan (SERP) (formerly known as the
Performance-Based Supplemental Executive Benefits Plan), which covers all officers or division presidents
selected to participate in the plan between August 12, 1998 and August 5, 2009, any corporate officer who may
be appointed to the Management Committee after August 5, 2009 and any other employees selected by our Board
of Directors at its discretion. The SERP is a defined benefit arrangement which provides a benefit equal to 60
percent of covered compensation under which benefits paid from the underlying qualified defined benefit plan
are an offset to the benefits under the SERP.

Effective August 5, 2009, we adopted a new defined benefit Supplemental Executive Retirement Plan (the
2009 SERP), for corporate officers (other than such officer who is appointed as a member of the Company's
Management Committee), division presidents or any other employees selected at the discretion of the Board.
Under the 2009 SERP; a nominal account has been established for each participant, to which the Company con­
tributes at the end of each calendar year an amount equal to ten percent of the total of each participant's base
salary and cash incentive compensation earned during each prior calendar year, beginning December 31, 2009.
The benefits vest after three years of service and attainment of age 55 and earn interest credits at the same annual
rate as the Company 'I s Pension Account Plan (currently 4.69 %).
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On April 1; 2013, due to the retirement of certain executives, we recognized a settlement loss of $3.2 mil­
lion associated with the supplemental plans and revalued the net periodic pension cost for the remainder of fiscal
2013. The revaluation of the net periodic pension cost resulted in an increase in the discount rate, effective
April 1, 20 13 ~ to 4~21 percent, which reduced our net periodic pension cost by approximately $0.1 million for the
remainder of the fiscal year.

On October 2, 2013, due to the retirement of one of our executives, we recognized a settlement loss of
$4.5 million associated with our Supplemental Executive Benefits Plan. In association with the retirement, on
October 2, 2013~ we made a $16.8 million benefit payment from the SEBP.

Similar to our employee pension plans, we review the estimates and assumptions underlying our supple­
mental plans annually based upon a September 30 measurement date using the same techniques as our employee
pension plans, The actuarial assumptions used to deternrine the pension liability for the supplemental plans were
determined as of September 30, 2013 and 2012 and the actuarial assumptions used to determine the net periodic
pension cost for the supplemental plans were determined as of September 30, 2012, 2011 and 2010. These
assumptions are presented in the following table:

Pension
Liability Pension Cost

2013 2012 2013 2012 2011

Discountrate K ••••• K •• a • a •••••••• a •••••••• a. 4.95% 4~04% 4.04%(1) 5.05% 5.39%

Rate of compensation increase .. ~ ~ .. ~ ~ ~ . . . . . . . .. 3.50% 3.500/0 3.50% 3.50% 4.00%

(1) The discount rate for the supplemental plans increased from 4.04% to 4.21 % effective April l, 2013 due to a
settlement loss recorded in fiscal 2013.

The following table presents the supplemental plans; accumulated benefit obligation, projected benefit obli­
gation and funded status as of September 30, 2013 and 2012:

4,638
(4,638)

(130,186)

$(130,186)

$ 112;115
2,108
5,142

15,459
(4,638)

14,449
(4,375)

(10,074)

(117,080)

$ 130,186
3,039
4,755

(6,451)
(4;375)

(10,074)

117,080

$(117,080)

2013 2012
(In thousands)

Accumulated benefit obligation ~ ~ . . . . . . . . . . . . .. $ 109,817 $ 121,815

Change in projected benefit obligation:
Benefit obligation at beginning of year ~ ~ .
Service cost . . . . . . ~ ~ . . ~ . . ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ~ .
Interest cost . . . . ~ . . ~ . . . . . . . . ~ . . . . . . . . . . . . . . . . . . . . . . . . . . ~ . . . . . .
Actuarial (gain) loss ~ .
Benefits paid K •• K • a •• a ••••• a •• a a •••••••• a ••••

Settlements ~ .. ~ ~ .

Benefit obligation at end of year ~ .
Change in plan assets:

Fair value of plan assets at beginning of year .
Employer contribution .. * •• z • z • ~ •••• ~ ~ ••• ~ •••• ~ ••• ~ •••••

Benefits paid . . . ~ . ~ . . . ~ . . ~ . . ~ . . . . . . . . . . . . . . . . . . . . . . . . . ~ . . K • • • •

Settlements ~ ~ .

Fair value of plan assets at end of year t •••• ~ • • • • • • • • • • • • ~ ~ ••• ~ •• ~ ••

Reconciliation:
Funded status ~ . . ~ . . . . . . . . . ~ . . . . . . . . . . . . . ~ . . . . ~ . . ~ . .
Unrecognized prior service cost '~ ~ ~ .. ~ ..
Unrecognized net loss ~ A •••• ~ •••• ~ ••• ~ •••••

Accrued pension cost .. . . . . . . .. ~ K • A ••••••••• ~ ••• c ••••••• ~ ••
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Assets for the supplemental plans are held in separate rabbi trusts. At September 30~ 2013 and 2012, assets
held in the rabbi trusts consisted of available-for-sale securities of $44~5 million and $41 ~8 million; which are
included in our fair value disclosures in Note 14.

Net periodic pension cost for the supplemental plans for fiscal 2013; 2012 and 2011 is recorded as operating
expense and included the following components:

Fiscal Year Ended September 30
2013 2012 2011

(In thousands)

Components of net periodic pension cost:

Service cost . ~ ~ .

Interest cost ~ ~ ~ ~ ~ ~ ..
Amortization of transition asset ~ ~ ..

Amortization of prior service cost ~ ~

Recognized actuarial loss ~ ~ ~ .. ~ . a ••••••••••• ~ ••••••• ~ ~ ••

Settlements . ~ ~ . ~ ~ ~ K ••• K .

Net periodic pension cost ~ .

$ 3,039
4,755

2,918

3,160

$13,872

$2,108

5;142

2,118

$ 2~768

5,825

2,239

$10,832

Estimated Future Benefit Payments

The following benefit payments for our defined benefit plans, which reflect expected future service, as
appropriate, are expected to be paid in the following fiscal years:

2014 . . .. . . . .. . . a ~ • • K • • • a ~ • • • • ~ • • • • • ~ • • ~ ~ • • • ~ • • • • • • • .. • • .. .,. • • • • • ..

2015 ~ ~ ~

2016 . . .. . . . ~ . . . . . . ~ . . . . . . . . . . . . ~ . . . . ~ .. . . . ~ ~ . . . ~ . . . ~ . . . ~ . . . . . . ~

2017 . . . . . a ~ • • a ~ • • K • • • .. • • • • • • • • • • .. • • .. .. • • • • • • • .. • • • • • • ~ .. • • • .. • • • ..

2018 . . . . . . .. . . . .. . . .. . . . ~ . . . . .. . . ~ .. . ~ . . . . . . . ~ . . . ~ .. . . ~ .. . . . . . . . . . z •

2019-2023 ~ . . . . . . . . . . . . ~ . . ~ . . ~ . . . . ~ . . . . . . .. . . . . ~ . . .. . . ~ . .

Pension Supplemental
Plans Plans

(In thousands)

$ 40,640 $22,940
36;230 6,363
34,752 6,226
33,612 6,440
33,273 6,913

156,367 34~260

Postretirement Benefits

We sponsor the Retiree Medical Plan for Retirees and Disabled Employees of Atmos Energy Corporation
(the Atmos Retiree Medical Plan). This plan provides medical and prescription drug protection to all qualified
participants based on their date of retirement. The Atmos Retiree Medical Plan provides different levels of bene­
fits depending on the level of coverage chosen by the participants and the terms of predecessor plans; however,
we generally pay 80 percent of the projected net claims and administrative costs and participants pay the remain­
ing 20 percent of this cost

As of September 30, 2009, the Board of Directors approved a change to the cost sharing methodology for
employees who had not met the participation requirements by that date for the Atmos Retiree Medical Plan..
Starting on January 1, 2015~ the contribution rates that will apply to all non-grandfathered participants will be
determined using a new cost sharing methodology by which Atmos Energy will limit its contribution to a three
percent cost increase in claims and administrative costs each year. Ifmedical costs covered by the Atmos Retiree
Medical Plan increase more than three percent annually, participants will be responsible for the additianal costs.

Generally, our funding policy is to contribute annually an amount in accordance with the requirements of
ERISA. However, additional voluntary contributions are made annually as considered necessary. Contributions
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are intended to provide not only for benefits attributed to service to date but also for those expected to be earned
in the future, We expect to contribute between $25 million and $30 million to our postretirement benefits plan
during fiscal 2014~

We maintain a formal investment policy with respect to the assets in our postretirement benefits plan to
ensure the assets funding the postretirement benefit plan are appropriatelyinvested to maintain an acceptable
level of risk. We also consider our current financial status when making recommendations and decisions regard­
ing the postretirement benefits plan.

We currently invest the assets funding our postretirement benefit plan in diversified investment funds which
consist of common stocks, preferred stacks and fixed income securities. The diversified investment funds may
invest up to 75 percent of assets in common stocks and convertible securities. Thefollowing table presents asset
allocation information for the postretirement benefit plan assets as of September 30, 2013 and 2012~

Actual
Allocation

September 30

Security Class 2013 2012

Diversified investment funds ~ a ~ • a ••• a a ~ ••• K •• a ~ .

Cash and cash equivalents .. ~ ~ .

96.8% 97.0%
3.2% 3.0%

Similar to our employee pension and supplemental plans, we review the estimates and assumptions under­
lying our postretirement benefit plan annually based upon a September 30 measurement date using the same
techniques as our employee pension plans. The actuarial assumptions used to determine the pension liability for
our postretirement plan were determined as of September 30, 2013 and 2012 and the actuarial assumptions used
to determine the net periodic pension cost for the postretirement plan were determined as of September 30, 2012;
2011 and 2010. The assumptions are presented in the following table:

Postretirement
Liability Postretirement Cost

2013 2012 2013 2012 2011

Discount rate w w •• z ••• ~ * •• ~ •• a 4.95% 4.04% 4.04% 5.05% 5.39%
Expected return on plan assets 4.60% 4.70% 4~70% 5.00% 5.00%
Initial trend rate ~ ~ ~ ~ ~ . . . 8.00% 8.00% 8.00% 8.00% 8.00%

Ultimate trend rate ~ .. ~ . a •• ~ ~ •• a ~ • • • • • • 5.00% 5.00% 5.00% 5.00% 5.00%
Ultimate trend reached in 2020 2019 2019 2018 2016
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2013 2012
(In thousands)

$ 308,315 $ 263~694

18,800 16,353
12,964 13,861

3,815 3~649

(13;801) 28,815
(14,458) (13,197)

(3,487) (4,860)

312,148 308,315

77,072 53,065
13,432 12,912
26,552 22,139

3,815 3,649
(14,458) (13,197)

(1,496)

106,413 77,072

(205,735) (231,243)
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The following table presents the postretirement plan's benefit obligation and funded status as of Sep­
tember 30, 2013 and 2012:

Change in benefit obligation:
Benefit obligation at beginning of year ~ ~ .. " .... "" .... "" . " .. "..... " ..
Service cost .. . . . " . . " . . " . . . " . . . . * • • • • • a ~ • • • • ~ • • • • ~ • • • ~ • • • • • • " • "

Interest cost ~ ~ .. ~ ~ " . "" . " " " .
Plan participants' contributions ~ . . ~ . . . . . . . . . . " . . . . " . .. " . . . . . . .
Actuarial (gain) loss . . .. . . " . . . . . . .. ~ . . ~ . . . ~ . a •• ~ • • a ~ •

Benefits paid . . . . ~ . . . . . . . . . . . .. . ~ . . " " . . " . . . . . . . . . " . . . " . . . . . " . . "
Divestitures . . . . " . . . . . " . . . " . . . . " .. . .. . . . . . . . . . . . . . . . . . .. . . . . . . . . .

Benefit obligation at end of year ~ .. A ... " •• ~ •••• " " .. " ~ ••• " •• " " • ~ • " ~ "

Change in plan assets:
Fair value of plan assets at beginning of year " " .. " " ..
Actual return on plan assets " A •• " •• ~ •• A ••• A •••• ~ ~ •• ~ ~ ••• ~ ~ • a ~ a

Employer contributions ~ ~ " " . . . .. " .

Plan participants' contributions "~.""............."......."".....,,

Benefits paid . . . . ~ . . . . .. ~ . . . . . ~ . .. . . .. . . . ~ . . . . .. .. . . . " . . . .. . . . . . ~ . ~ .

Divestitures " . . . " . . . . . . " . . " . . . . . . . " " . . ~ . . . . * • • • • • ~ • • ~ • • • • • • a • •

Fair value of plan assets at end of year . .. . . . . . . . . .. . . . . . . .. ~ .... ~ ~ ....

Reconciliation:
Funded status " ".. ".. " "." .. " ~ A •

Unrecognized transition obligation " " .. " .
Unrecognized prior service cost . . a ~ • a A • a ~ • • • • • • ~ • • • • • ~ • • ~ ~ • .. A ~ ~ • a ~ a

Unrecognized net loss " .. "" . " .

Accrued postretirement cost .. " a ••• ~ ••• ~ ••••• ~ ••• ~ ••• ~ ~ •• ~ a $(205,735) $(231,243)

Net periodic postretirement cost for fisca12013, 2012 and 2011 is recorded as operating expense and
included the components presented below.

Fiscal Year Ended September 30
2013 2012 2011

(In thousands)

Components of net periodic postretirement cost:

Service cost ...................."................. A ~ • • • • •

Interest cost .. ~ . . . ~ . ~ . " . . . " . . . . . . . . . . . . . . . . . . . . . . t • • • • • •

Expected return on assets .... ~ A •• A •••••• z ~ •• a " ~ •• a •••

Amortization of transition obligation " .. " .... " . . . . . ..... " ..
Amortization of prior service credit . ? ••••• ~ • • • • • • • • • ••• ~ ••••

Recognized actuarial loss " a a ~ •• a •••

Net periodic postretirement cost " " ..
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$18,800
12,964
(3,988)
1,081

(1,450)

4,196

$31,603

$16,353
13,861
(2,607)

1,511
(1,450)

2~648

$30,316

$14,403
12,813
(2,727)

1,511
(1,450)

347

$24,897
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Assumed health care cost trend rates have a significant effect on the amounts reported for the plan. A one­
percentage point change in assumed health care cost trend rates would have the following effects on the latest
actuarial calculations:

Effect on total service and interest cost components ~ ~ ~ ~ .
Effect on postretirement benefit obligation ~ ~ ~ ~ .

One..Percentage One-Percentage
Point Increase Point Decrease

(In thousands)

$ 4,399 '$ (3,682)
·$36~680 $(30,940)

We are current!y recovering other postretirement benefits costs through our regulated rates under accrual
accounting as prescribed by accounting principles generally accepted in the United States in substantially all of
our service areas. Other postretirement benefits costs have been specifically addressed in rate orders in each
jurisdiction served by our KentuckylMid-States, West Texas, Mid-Tex and Mississippi Divisions as well as our
Kansas jurisdiction and Atmos Pipeline - Texas or have been included in a rate case and not disallowed.
Management believes that this accounting method is appropriate and will continue to seek rate recovery of
accrual-based expenses in its ratemaking jurisdictions that have not yet approved the recovery of these expenses.

The following tables set forth by level, within the fair value hierarchy, the Retiree Medical Plan's assets at
fair value as of September 30, 2013 and 2012. The methods used to determine fair value for the assets held by the
Retiree Medical Plan are fully described in Note 2. Assets at September 30, 2012 include $1.5 million that were
transferred to the purchaser of our Missouri, Illinois and Iowa operations during the first quarter of fiscal 2013.

Assets at Fair Value as of September 30, 2013
Levell Level 2 Level 3 Total

(In thousands)

Investments:
~oneynurrketfunds.. K" K •••• ~ •••• ~ ••••••••••••

Registered investment companies:
Domestic funds ~ ~ ~ .. ~ .
International funds . a A •• ~ ••• K •• ~ • a ••••••••••••

Total investments at fair value ~ ..

$ $3,356 $-

9,614
93,443

$103,057 $3,356 $-

$ 3,356

9,614
93;443

$106,413

Assets at Fair Value as of September 30, 2012
Levell Level 2 Level 3 Total

(In thousands)

Investments:
Money market funds ... K •• a •••• K •••••••••••••• ~ •••

Registered investment companies:
Domestic funds . . . .. ~ ~ . . . .
International funds .. * ••••••• K •••• K •• ~ ••••••• ~ ••

Total investments at fair value ~ .
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$ $2,360 $-

7,756
68,452 .--

$76,208 $2,360 $-

$ 2,360

7,756
68;452

$78,568
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Estimated Future Benefit Payments

The following benefit payments paid by us; retirees and prescription drug subsidy payments for our post­
retirement benefit plans, which reflect expected future service, as appropriate, are expected to be paid in the fol­
lowing fiscal years:

2014 . . ~ . . . . . . . . . . . ~ . . . . . ~ . . . . . ~ . . . . . . . . . .
2015 . . . . . ~ . . . . a • • a A • a • • • • • • • • • • • "' • • • • • • ••

2016 ~ .

2017 . ~ . . ~ . . . . . .. . . . . . .. . . .. . . . . . .. . . . . . . ~ . . ~ .
2018 "' .

2019-2023 ~ .

Company
Payments

$ 25,547
16,628
19,260
21,216
22,550

116,617

Retiree Subsidy
Payments Payments

(In thousands)

$ 3)899 $­
4~915

6,049
7,304
8,677

58,595

Total
Postretirement

Benefits

$ 29,446
21,543

25,309
28,520
31,227

i 75,212

Defined Contribution Plans

As of September 30, 2013, we maintained three defined contribution benefit plans: the Atmos Energy Corpo­
ration Retirement Savings Plan and Trust (the Retirement Savings Plan), the Atmos Energy Corporation Savings
Plan for MVG Union Employees (the Union 401K Plan) and the Atmos Energy Holdings, LLC 401K Profit­
Sharing Plan (the AEH 401K Profit-Sharing Plan).

The Retirement Savings Plan covers substantially all employees in our regulated operations and is subject to
the provisions of Section 40 1(k) of the Internal Revenue Code, Effective January 1,2007, employees automati­
cally become participants of the Retirement Savings Plan on the date of employment Participants may elect a
salary reduction up to a maximum of 65 percent of eligible compensation, as defined by the Plan, not to exceed
the maximum allowed by the Internal Revenue Service. New participants are automatically enrolled in the Plan at
a salary reduction amount of four percent of eligible compensation, from which they may opt out. We match 100
percent of a participant' s contributions, limited to four percent of the participant's salary, in our common stock.
However, participants have the option to immediately transfer this matching contribution into other funds held
within the plan. Participants are eligible to receive matching contributions after completing one year of service.
Participants are also permitted to take aut loans against their accounts sub]ect to certain restrictions. In August
2010, the Board of Directors of Atmos Energy approved a proposal to close the Pension Account Plan to new
participants effective October 1,2010. New employees participate in our defined contribution plan, which was
enhanced, effective January I, 2011. Employees participating in the Pension Account Plan as of October 1, 2010
were allowed to make a one-time election to migrate from the Plan into the Retirement Savings Plan, effective
January 1, 2011. Under the enhanced plan, participants receive a fixed annual contribution of four percent of
eligible earnings to their Retirement Savings Plan account. Participants will continue to be eligible for company
rnatching contributions of up to four percent of their eligible earnings and will be fully vested in the fixed annual
contribution after three years of service.

The Union 401K Plan covers substantially all Mississippi Division employees who are members of the Inter­
national Chemical Workers Union Council, United Food and Commercial Workers Union International (the
Union) and is subject to the provisions of Section 401 (k) of the Internal Revenue Code. Employees of the Union
automatically become participants of the Union 401K plan on the date of union membership. We match 50 per­
cent of a participant's contribution in cash, limited to six percent of the participant's eligible contribution. Partic­
ipants are also permitted to take out loans against their accounts subject to certain restrictions.

Matching contributions to the Retirement Savings Plan and the Union 401K Plan are expensed as incurred
and amounted to $10.4 million, $10.5 million, and $10.2 million for fiscal years 2013, 2012 and 2011. The Board
of Directors may also approve discretionary contributions; subject to the provisions of the Internal Revenue Code
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and applicable Treasury regulations. No discretionary contributions were made for fiscal years 2013, 2012 or
2011. At September 30, 2013 and 2012, the Retirement Savings Plan held 4.9 percent and 4.9 percent of our out­
standing common stock.

The AEH 401K Profit-Sharing Plan covers substantially all AEH employees and is subject to the provisions
of Section 401(k) of the Internal Revenue Code. Participants may elect a salary reduction up to a maximum of 75
percent of eligible compensation, as defined by the Plan, not to exceed the maximum allowed by the Internal
Revenue Service, The Company may elect to make safe harbor contributions up to four percent of the employ­
ee's salary which vest immediately. The Company may also make discretionary profit sharing contributions to
the AEH 401K Profit-Sharing Plan. Participants become fully vested in the discretionary profit-sharing con­
tributions after three years of service. Participants are also pennitted to take out loans against their accounts sub­
ject to certain restrictions. Discretionary contributions to the AEH 401K Profit-Sharing Plan are expensed as
incurred and amounted to $1.1 million, $1.2 million and $1.3 million for fiscal years 2013, 2012 and 2011.

71' Stock and Other Compensation Plans

Share Repurchase Agreement

On, July 1, 2010, we entered into an accelerated share repurchase agreement with Goldman Sachs & Co.
under which we repurchased $100 million of our outstanding common stock in order to offset stock grants made
under our various employee and director incentive compensation plans. We paid $100 million to Goldman
Sachs & Co. on July 7, 2010 in a share forward transaction and received 2,958,580 shares of Atmos Energy
common stock. On March 4, 2011, we received and retired an additional 375,468 common shares which con­
cluded our share repurchase agreement In total, we received and retired 3,334,048 common shares under the
repurchase agreement. The final number of shares we ultimately repurchased in the transaction was based gen­
erally on the average of the effective share repurchase price of our common stock over the duration of the
agreement, which was $29.99. As a result of this transaction; beginning in our fourth quarter of fisca12010, the
number of outstanding shares used to calculate our earnings per share was reduced by the number of shares
received and the $100 million purchase price was recorded as a reduction in shareholders' equity.

Share Repurchase Program

On September 28, 2011 our Board of Directors approved a program authorizing the repurchase of up to five
million shares of common stock over a 5-year period, The program is primarily intended to minimize the dilutive
effect of equity grants under various benefit related incentive compensation plans of the Company, The program
may be terminated or limited at any time. Shares may be repurchased in the open market or in privately nego­
tiated transactions in amounts the Company deems appropriate, As of September 30, 2013, a total of 387,991
shares had been repurchased for an aggregate value of $12.5 million,

Stock..Based Compensation Plans

Total stock-based compensation expense was $17.8 million, $19.2 million and $11.6 million for the fiscal
years ended September 30 ~ 2013, 2012 and 2011, primarily related to restricted stock costs.

1998 Long-Term Incentive Plan

In August 1998, the Board of Directors approved and adopted the 1998 Long-Term Incentive Plan (LTIP),
which became effective in October 1998 after approval by our shareholders. The LTIP is a comprehensive, long­
term incentive compensation plan providing for discretionary awards of incentive stock options, non-qualified
stock options, stock appreciation rights, bonus stock, time-lapse restricted stock, time-lapse restricted stock units,
performance-based restricted stock units and stock units to certain employees and non -employee directors of the
Company and our subsidiaries. The objectives of this plan include attracting and retaining the best personnel,
providing for additional performance incentives and promoting our success by providing employees with the
opportunity to acquire common stock.
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As of September 30, 2013, we were authorized to grant awards for up to a maximum of 8.7 million shares of
common stock under this plan subj ect to certain adjustment provisions. As of September 30, 2013 , non-qualified
stock options, bonus stock, time-lapse restricted stock, time-lapse restricted stock units, performance-based
restricted stock units and stock units had been issued under this plan, and 1,403,439 shares were available for
future issuance. The option price of the stock options issued under this plan is equal to the market price of our
stock at the date of grant. These stock options expire 10 years from the date of the grant and vest annually over a
service period ranging from one to three years. However, no stock options have been granted under this plan
since fisca12003, except for a limited number of options that were converted" from bonuses paid under our
Annual Incentive Plan, the last of which occurred in fiscal 2006~ We had 7,930 stock options outstanding at Sep­
tember 30; 2013 at a $25.96 weighted average exercise price that are currently vested and expire in November
2014. .

Restricted Stock Grants

As noted above, the LTIP provides for discretionary awards of restricted stock units to help attract, retain
and reward employees of Atrnos Energy and its subsidiaries. Certain of these awards vest based upon the passage
of time and other awards vest based upon the passage of time and the achievement of specified performance tar­
gets. The fair value of the awards granted is based on the market price of our stock at the date of grant. The asso­
ciated expense is recognized ratably over the vesting period.

Employees who are granted time-lapse restricted stock units under our LTIP have a nonforfeitable right to
dividend equivalents that are paid at the same rate at which they are paid on shares of stock without restrictions.
Time-lapse restricted stock units contain only a service condition that the employee recipients render continuous
services to the Company for a period of three years from the date of grant, except for accelerated vesting in the
event of death, disability, change of control of the Company or termination without cause (with certain
exceptions). There are no performance conditions required to be met for employees to be vested in time-lapse
restricted stock units.

Employees who are granted performance-based restricted stock units under our LTIP have a forfeitable right
to dividend equivalents that accrue at the same rate at which they are paid on shares of stock without restrictions..
Dividend equivalents on the performance-based restricted stock units are paid in the form of shares upon the
vesting of the award. Performance-based restricted stock units contain a service condition that the employee
recipients render continuous services to the Company for a periad of three years from the date of grant, except
for accelerated vesting in the event of death, disability, change of control of the Company or termination without
cause (with certain exceptions) and a performance condition based on a cumulative earnings per share target
amount.

The following summarizes information regarding the restricted stock issued under the plan during the fiscal
years ended September 30, 2013, 2012 and 2011: .

2013 2012 2011
Weighted Weighted Weighted
Average Average Average

Number of Grant-Date Number of Grant..Date Number of Grant-Date
Restricted Fair Restricted Fair Restricted Fair

Shares Value Shares Value Shares Value

Nonvested at beginning of year ... ~ 1,262,582 $32.46 1,264,142 $29~56 1,293,960 $27.28

Granted . . . . . . . ~ . . . . . . . . ~ . . ~ ~ 473,775 40.48 532,711 33~44 491,345 33.10
Vested •• II ..... II .... II ... II ... II ....... II (657,795) 32.20 (494,308) 26~32 (464,321) 27~21

Forfeited ... ~ ..... ~ .......... (25,718) 33.42 (39,963) 29.83 (56,842) 27~56
-- -- --

Nonvested at end of year .. ~ .. ~ ... 1~O52;844 $36.20 1,262,582 $32.46 1,264,142 $29.56
-- -- --
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As of September 30, 2013, there was $5.1 million of total unrecognized compensation cost related to non­
vested time-lapse restricted stock units granted under the LTIP. That cost is expected to be reeo gnized over a
weighted-average period of 1.6 years. The fair value of restricted stock vested during the fiscal years ended Sep­
tember 30; 2013, 2012 and 2011 was $21.2 million, $13.0 million and $12.6 million.

Other Plans

Direct Stock Purchase Plan

We maintain a Direct Stock Purchase Plan, open to all investors, which allows participants to have all or
part of their cash dividends paid quarterly in additional shares of our common stock. The minimum initial
investment required to join the plan is $1,250. Direct Stock Purchase Plan participants may purchase additional
shares of our common stock as often as weekly with voluntary cash payments of at least $25, up to an annual
maximum of $100~OOO.

Outside Directors Stock-For-Fee Plan

In November 1994, the Board of Directors adopted the Outside Directors Stock-for-Fee Plan, which was
approved by our shareholders in February 1995. The plan permits non-employee directors to receive all or part of
their annual retainer and meeting fees in stock rather than in cash,

Equity Incentive and Deferred Compensation Plan for Non-Employee Directors

In November 1998, the Board of Directors adopted the Equity Incentive and Deferred Compensation Plan
for Non-Employee Directors; which was approved by our shareholders in February 1999. This plan amended the
Atmos Energy Corporation Deferred Compensation Plan for Outside Directors adopted by the Company in May
1990 and replaced the pension payable under our Retirement Plan for Non-Employee Directors. The plan pro­
vides non -employee directors of Atmos Energy with the opportunity to defer receipt, until retirement, of
compensation for services rendered to the Company, invest deferred compensation into either a cash account or a
stock account and to receive an annual grant of share units for each year of service on the Board,

Other Discretionary Compensation Plans

We have an annual incentive program covering substantially all employees to give each employee an oppor­
tunity to share in our financial success based on the achievement of key performance measures considered crit­
ical to achieving business objectives for a given year with minimum and maximum thresholds. The Company
must meet the minimum threshold for the plan to be funded and distributed to employees. These performance
measures may include earnings growth objectives, improved cash flow objectives or crucial customer satisfaction
and safety results . We monitor pro gress towards the achievement of the performance measures throughout the
year and record accruals based upon the expected payout using the best estimates available at the time the accrual
is recorded. During the last several fiscal years, we have used earnings per share as our sole performance meas­
ure.
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8. Details of Selected Consolidated Balance Sheet Captions

The following tables provide additional information regarding the composition of certain of our balance
sheet captions.

Accounts receivable

Accounts receivable was comprised of the following at September 30, 2013 and 2012:

September 30
2013 2012

(In thousands)

Billed accounts receivable .. ~ . a ~ • ~ ~ • a ~ •• ~ •• ~ • • • • • • • • • • • • • • • • • • • • • • •• $230,712 $177,953
Unbilled revenue. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58,710 42;694
Other accounts receivable .. ~ .. ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33;194 23,304

Total accounts receivable ~ . . . . . . . . . . . . . . . . . . . . 322,616 243,951
Less: allowance for doubtful accounts (20;624) (9,425)

Net accounts receivable a , •••••••• ~ •• a ~ • • • • • • • • • • •• $301,992 $234,526

Other current assets

Other current assets as of September 30, 2013 and 2012 were comprised of the following accounts.

September 30

21,666
5,511

Assets from risk management activities ~ .
Deferred gas costs .. . . . . . . . . . . . . . . . . . . ~ . . . . . . . . . . . . . . . . . . . . . ..
Taxes receivable a ••• , ••• , ••• ~ ••• we ••• a , ••• ~ •••••

Current deferred tax asset ~ ~ .
Prepaid expenses . c • • ~ • • a ~ • • ~ • K • • • • • • • • .. • • • ~ • • • ~ ~ • • • ~ • • • • ~ • • • ~ • • • • •

Materials and supplies we ••••••• c • • • • • •••• c • • • • •••••

Assets held for sale'!' ~ . . . . . . . . . . . ..

Oilier ' ~ .

Total

2013 2012
(In thousands)

$18~099 $ 24,707
15,152 31,359
3,141 '1,291

27~091

17,114

5~872

154,571
6,765 10,777

$70,334 $272,782

(1) As discussed in Note 16, assets and liabilities related to our Georgia operations were classified as "assets
held for sale" in other current assets and liabilities in our consolidated balance sheets at September 30, 2012.
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Property, plant and equipment

Property, plant and equipment was comprised of the following as of September 30, 2013 and 2012:

September 30

5,020
232,260

1,185,007
4,680,877

717,568
39,626

6,860,358
274,112

7~134,470

(1,658,866)

$ 5,475,604

Construction in progress ~ ~ .

Production plant ... z • • ~ • • • • ~ • • ~ • • ~ • ~ • • • ~ • • • • • • • • • • • ~ • • •• ~ • • •• $
Storage plant . . . . . . . . . . . . . . . . . . . . . ~ . . . . . . ~ . . ~ . . . . . . a ~ ~ • • • • ~ • ~

Transmission plant .. ~ . .. .,. . . . . . . . . . . . . . . . . . . . . . "' . . . . . .

Distribution plant .. z • • .. • • • • .. • • • • • ~ • • • • • • • • • ~ • • ~ • • • • ~ • • • • • • • • •

General plant "' ~ .

Intangible plant . . . . . . . . . . ~ . . . . . . . . ~ . . . . . .. . . . . . . . . . . . . . . . . . . . .

2013 2012
{In thousands)

5,020 . $
262,246

1,362,662
5,061,711

716,189

38,444

7,446,272
275,747

7,722,019
Less: accumulated depreciation and amortization ~ a ~ (1,691,364)

Net property, plant and equipment'» ~ ~ ~ . . . . . . . $ 6,030,655

(1) Net property, plant and equipment includes plant acquisition adjustments of ($83.8) million and ($91.5) mil­
lion at September 30,2013 and 2012.

Goodwill

The following presents our goodwill balance allocated by segment and changes in the balance for the fiscal
year ended September 30, 2013:

Regulated
Transmission
and Storage Nonregulated

(In thousands)

$132,422 $34,711Balance as of September 30, 2012 . a •• a •• K ••

Deferred tax adjustments on prior
acquisitions'D ~ . a ~ •••••••

Balance as of September 30, 2013 .

Natural Gas
Distribution

$573,550

640

$574,190

40

$132,462 $34,711

Total

$740,683

680

$741,363

(1) During the preparation of the fiscal 2013 tax provision, we adjusted certain deferred taxes recorded in con­
nection with acquisitions completed in fiscal 2001 and fiscal 2004, which resulted in an increase to goodwill
and net deferred tax liabilities of $0.7 million.
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Deferred charges and other assets .

Deferred charges and other assets as of September 30,2013 and 2012 were comprised of the following
accounts.

September 30

Marketable securities ~ .

Regulatory assets ~ ~ ~ .
Deferred financing costs ~ .
Assets from risk management activities ..
Oilier .. ~ ~ .

Total

2013 2012
(In thousands)

$ 72~682 $ 64,398
273,287 358,495

15)99 11~157

109,354 2,283
14,474 14,929

$484~996 $451,262

Accounts payable and accrued liabilities

Accounts payable and accrued liabilities as of September 30, 2013 and 2012 were comprised of the follow­
ing accounts.

September 30

Trade accounts payable. .. . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . .
Accrued gas payable A • • • • • A ~ • • • .. • • • .. • • • • • • • .. • • • • • .. • • • .. • • .. • • •

Accrued liabilities ~ . ~ * • • ~ • • • • • ~ • • .. ~ • • • • w • • • .. • • w • • •

Total ~ ~ . ~ ~

2013 2012
(In thousands)

$ 70,116 $ 82,531
121~202 81,658
50,293 51,040

$241 ~611 $215,229

Other current liabilities

Other current liabilities as of September 30,2013 and 2012 were comprised of the following accounts.

September 30

78,525
11,573
14,118

$489~665

10,954

$368,891

2013 2012
(In thousands)

$ 76,313 $100,926
54,034 37,675
16;481. 23)072
36,744 34,451

1,543 85,381
66,960 64,319
22,940 39,625
14,697
68,225

Customer credit balances and deposits ~ ~ .
Accrued employee costs ~ ~ ~ . . . . . .. . . . . ..
Deferred gas costs . . . . . . . . .. . . ~ . . . . ~ . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . ~ .
Accrued interest -.. ~ '. . . . . .
Liabilities from risk management activities .
Taxes payable w ••••••• K •••••••• z •••• ~ ••••••••••••••••••••

Pension and postretirement obligations .
Current deferred tax liability A •• A •••••••••• ? •••••••• ~ ••••• w •

Regulatory cost of removal accrual . . . . . . . . . . . .
Liabilities held for sale ~ ; ~ .. ~ .

Oilier ~ . . ~ . . . . . . . . . . . . . . . . . . . . . . . . . ~ . . . . . . . . . . A • • • • • • • .'.

Total

94



CASE NO. 2015-00343
FR_16(7)(p)

ATTACHMENT 1

ATMOS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

Deferred credits and other liabilities

Deferred credits and other liabilities as of September 30,2013 and 2012 were comprised of the following
accounts.

September 30

Customer advances for construction . . . . . . . . . . . . ~ . . . . . . . . . . . ~ . . ~ . . ~ . . ~ .

Regulatory liabilities .

Asset retirement obligation . . . . . . . . . . . . . . . . . ~ . . . . ~ . . . . . . . . ~ . . . . . . . . ..
Liabilities from risk management activities ~ .

Oilier w •••••••••••••••••

Total .

2013 2012
(In thousands)

$ 11,723 $12,937
1,123 5~638

6;764 10,394
6,133 9,206

17,953 12,555

$392,111 $50,730

9. Leases

Capital and Operating Leases

We have entered into operating leases for office and warehouse space, vehicles and heavy equipment used
in our operations. The remaining lease tenus range from one to 21 years and generally provide for the payment of
taxes, insurance and maintenance by the lessee. Renewal options exist for certain of these leases. We have also
entered into capital leases for division offices and operating facilities. Property, plant and equipment included
amounts for capital leases of $1.3 million at September 30, 2013 and 2012~ Accumulated depreciation for these
capital leases totaled $1.0 million and $0.9 million at September 30,2013 and 2012. Depreciation expense for
these assets is included in consolidated depreciation expense on the consolidated statement of income.

822Total minimum lease payments '.~ ..

2014 ~ w ••••••••

2015 ~ ~ ..
2016 ~ .. . . . . . . ~ . . . . . . . . . . . . . . . . . . . . . . . . . w • • • • • • • • • • • • • • • • •

2017 ~ . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . ~ . . ~ . w .. • • •

2018 ~... ~ . . . ~ . . . . . . . . . . . . . . . . . ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Thereafter . . .. . . . . . . . . . . . . . . . ~ . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . ~ . . .. . .

The related future minimum lease payments at September 3D" 2013 were as follows:

Capital Operating
Leases Leases

(In thousands)

$186 s 16,722
186 15,584
186 14}692
186 15,074
78 15,057

89,673

$166,802

Less amount representing interest .... ~ .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 198

Present value of net minimum lease payments ~ . . . . . . . . . . . . . . . . . $624

Consolidated lease and rental expense amounted to $32.4 million, $33.6 million and $35.5 million for fiscal
2013,2012 and 2011.
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10. Commitments and Contingencies

Litigation

Since April 2009, Atmos Energy and two subsidiaries of AEH, Atmos Energy Marketing, LLC (AEM) and
Atmos Gathering Company, LLC (AGe) (collectively, the Atrnos Entities), have been involved in a lawsuit filed
in the Circuit Court of Edmonson County, Kentucky related to our Park City Gathering Project. The dispute
which gave rise to the litigation involves the amount of royalties due from a third party producer to landowners
(wh0 own the mineral rights) for natural gas produced from the landowners' properties. The third party producer
was operating pursuant to leases between the landowners and certain investors/working interest owners. The third
party producer filed a petition in bankruptcy, which was subsequently dismissed due to the lack of meaningful
assets to reorganize or liquidate..

Although certain Atmos Energy companies entered into contracts with the third party producer to gather,
treat and ultimately sell natural gas produced from the landowners' properties, no Atmos Energy company had a
contractual relationship with the landowners or the investors/working interest owners, After the lawsuit was filed,
the landowners were successful in terminating for non-payment of royalties the leases related to the production of
natural gas from their properties.. Subsequent to termination, the investors/working interest owners under such
leases filed additional claims against us for the termination of the leases,

During the trial, the landowners and the investors/working interest owners requested an award of compensa­
tory damages plus punitive damages against us. On December 17, 2010, the jury returned a verdict in favor of the
landowners and investor/working interest owners and awarded compensatory damages of $3.8 million and puni­
tive damages of $27.5 million payable by Atmos Energy and the two AEH subsidiaries.

A hearing was held on February 28, 2011 to hear a number of motions, including a motion to dismiss the
jury verdict and a motion for a new trial. The motions to dismiss the jury verdict and for a new trial were denied.
However, the total punitive damages award was reduced from $27.5 million to $24.7 million, On
October 17,2011, we filed our brief of appellants with the Kentucky Court of Appeals (Court), appealing the
verdict of the trial court. The appellees in this case subsequently filed their appellees' brief with the Court on
January 16, 2012, with our reply brief being filed with the Court on March 19, 2012~ Oral arguments were held in
the case on August 27~ 2012.

In an opinion handed down on January 25,2013, the Court of Appeals overturned the $28.5 million jury
verdict returned against the Atmos Entities. In a unanimous decision by a three-judge panel, the Court of Appeals
reversed the claims asserted by the landowners and investors/working interest owners. The Court of Appeals
concluded that all of such claims that the Atmos Entities appealed should have been disrnis sed by the trial court
as a matter of law. The Court of Appeals let stand the jury verdict on one claim that Atmos Energy and our sub­
sidiaries chose not to appeal, which was a trespass claim. The jury had awarded a total of $10,000 in compensa­
tory damages to one landowner on that claim. The Court of Appeals vacated all of the other damages awarded by
the jury and remanded the case to the trial court for a new trial, solely on the issue of whether punitive damages
should be awarded to that landowner and, if so, in what amount

The investors/working interest owners, on February 25, 2013, and the landowners, on March 19, 2013, each
filed with the Supreme Court of Kentucky, separate motions for discretionary review of the opinion of the Court
of Appeals. We filed a response to the motion filed by the investors/working owners on March 27, 2013 and to
the landowners' motion on April l Z, 2013. The decision of the Court of Appeals will not become final until the
appellate process is completed. We had previously accrued what we believed to be an adequate amount for the
anticipated resolution of this matter and we will continue to maintain this amount in legal reserves until the
appellate process in this case has been completed. We continue to believe that the final outcome will not have a
material adverse effect on our financial condition, results of operations or cash flows.
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In addition, in a related development, on July 12, 2011, the Atmos Entities filed a law suit in the United
States District Court, Western District of Kentucky, Atmos Energy Corporation et aLvs. Resource Energy Tech­
nolo gies, LLC and Robert Thorpe and John F. Charles, against the third party producer and its affiliates to
recover all costs, including attorneys' fees, incurred by the Atmos Entities, which are associated with the defense
and appeal of the case discussed above as well as for all damages awarded to the plaintiffs in such case against
the Atmos Entities. The total amount of damages being claimed in the law suit is "open-ended" since the appellate
process and related costs are ongoing. This lawsuit is based upon the indemnification provisions agreed to by the
third party producer in favor of Atmos Gathering that are contained in an agreement entered into between Atmos
Gathering and the third party producer in May 2009. The defendants filed a motion to dismiss the case on
August 25, 2011 , with Atmos Energy filing a brief in response to such motion on September 19, 2011. On
March 27, 2012 the court denied the motion to dismiss. Since that time, we have been engaged in discovery
activities in this case.

Tennessee Business License Tax

Atmos Energy, through its affiliate, AEM, has been involved in a dispute with the Tennessee Department of
Revenue (TDOR) regarding sales business tax audits over a period of several years. AEM has challenged the
assessment of the business tax. With respect to certain issues, AEM and the TDOR filed competing Partial
Motions for Summary Judgment with the Chancery Court. On August 2, 2013, the Chancery Court granted the
TDOR's Partial Motion for Summary Judgment and denied AEM' s Partial Motion for Summary Judgment The
Company anticipates a decision by the Chancery Court on the remaining issues in fiscal 2014. AEM has been
assessed $6~1 million in business taxes and $3.7 million in penalties and interest for the period from December
2002 through March 31, 2012. We have accrued what we believe to be an adequate amount for the anticipated
resolution of this matter and we will continue to review and if appropriate adjust this reserve until this matter is
resolved. We continue to believe the final outcome will not have a material adverse effect on our financial con­
dition, results of operations or cash flows.

We are a party to other litigation and claims that have arisen in the ordinary course of our business. While
the results of such litigation and claims cannot be predicted with certainty, we believe the final outcome of such
litigation and claims will not have a material adverse effect on our financial condition, results of operations or
cash flows.

Environmental Matters

We are a party to environmental matters and claims that have arisen in the ordinary course of our business.
While the ultimate results of response actions to these environmental matters and claims cannot be predicted with
certainty, we believe the final outcome of such response actions will not have a material adverse effect on our
financial condition, results of operations or cash flows because we believe that the expenditures related to such
response actions will either be recovered through rates, shared with other parties or are adequately covered by
insurance.

Purchase Commitments

Our natural gas distribution divisions, except for our Mid-Tex Division, maintain supply contracts with
several vendors that generally cover a period of up to one year. Commitments for estimated base gas volumes are
established under these contracts on a monthly basis at contractually negotiated prices. Commitments for
incremental daily purchases are made as necessary during the month in accordance with the terms of the
individual contract.

Our Mid-Tex Division maintains long-term supply contracts to ensure a reliable source of gas for our cus­
tomers in its service area which obligate it to purchase specified volumes at market and fixed prices. At Sep­
tember 30, 2013, the estimated commitments under these contracts are $230.5"million for fiscal 2014.
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Our nonregulated segment has commitments to purchase physical quantities of natural gas under contracts
indexed to the forward NYMEX strip or fixed price contracts. At September 30, 2013~ we were committed to
purchase 78.0 Bef within one year, 21~9 Bcfwithin one to three years and 1.0 Bcf after three years under indexed
contracts. We are committed to purchase 6.1 Bcfwithin one year and 0.2 Bcf within one to three years under
fixed price contracts with prices ranging from $3 ~ 32 to $6.36 per Mef. Purchases under these contracts totaled
$1,246.1 million, $978.8 million and $1,498.6 million for 2013,2012 and 2011.

In addition, our nonregulated segment maintains long-term contracts related to storage and transportation,
The estimated contractual demand fees for contracted storage and transportation under these contracts as of Sep­
tember 30,2013 are as follows (in thousands):

2014 . ". . ~ . . ~ . . a • • • ~ ~ • • • • "' • • • "' ~ • • • • .. ~ • • • • • • • • • • • • • • • • • • • • • • • • .. • • • ~ • • • • ~ • • • • •

2015 . . . ~ . . . . . . . . . . . . . . . .. . . . ~ . . ~ . . . . . . .. . . . . . . . . . . . . a • ~ • • • ~ • • • ~ • • ~ • • • • • • • • • •

2016 . . . . . ~ . . . . . . . . . . . . a • • • • ~ • a ~ • a ~ • • a • • • K • • .. • • • .. ~ • "' • • • • • • • • • • • • • • • • ~ ~ • • • • ~

2017 . . ~ ~ . . . . .. ~ . . . . . . ". . . . . . . . . . . . . . . . . . . . . . . .. . . . ~ . . .. ~ ~ . . ~ . . . . ~ . . . . . . .. . . . . . .
2018 . "' . . . . . . . . . . . . . . . . . . . . . . . . . . K • • • • • • • • • • ~ • • • ~ • • .. ~ • • • .. • • • • • • • • • • • • • • • • ~ •

Thereafter . ~ . . ~ . . . ~ . .. . . . .. ~ . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ~ . ~ . . a ~ • • • • .. •

$ 12,662
5~113

743
170
142
356

$ 19,186

Other Contingencies

In December 2007, the Company received data requests from the Division of Investigations of the Office of
Enforcement of the Federal Energy Regulatory Commission (the "Commission") in connection with its inves­
tigation into possible violations of the Commission's posting and competitive bidding regulations forpre­
arranged released finn capacity on natural gas pipelines.

The Company and the Commission entered into a stipulation and consent agreement, which was approved
by the Commission on December 9,2011, thereby resolving this investigation, The Commission's findings of
violations were limited to the nonregulated operations of the Company. Under the terms of the agreement, the
Company paid to the United States Treasury a total civil penalty of approximately $6.4 million and to energy
assistance programs approximately $5.6 million in disgorgement of unjust profits plus interest for violations
identified during the investigation. The resolution of this matter did not have a material adverse impact on the
Company's financial position, results of operations or cash flows and none of the payments were charged to any
of the Company's customers. In addition, none of the services the Company provides to any of its regulated or
nonregulated customers were affected by the agreement.

In July 2010, the Dodd-Frank Act was enacted; representing an extensive overhaul of the framework for
regulation of U.S. financial markets. The Dodd-Frank Act required various regulatory agencies, including the
SEC and the Commodities Futures Trading Commission, to establish regulations for implementation of many of
the provisions of the Dodd-Frank Act. A number of those regulations have been adopted; we have enacted new
procedures and modified existing business practices and contractual arrangements to comply with such regu­
lations. We expect additional regulations to be issued, which should provide additional clarity regarding the
extent of the impact of this legislation on us. The costs of participating in financial markets for hedging certain
risks inherent in our business may be further increased when these expected additional regulations are adopted,
We also anticipate that the Commodities Futures Trading Commission will issue additional related reporting and
disclosure 0 bligations.
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11. Income Taxes

The components of income tax expense from continuing operations for 2013, 2012 and 2011 were as fol­
lows:

Current

Federal ~ .

State ~ . . . .. . . . . . . . . "' .. . . . . . . . . . . ~ . . . . . . . . ~ . . . . . . .

Deferred

Federal .. a • • • • • • • • • • • • • ~ • • • • • • • • • • • • • • • • • • • • • • • • • • •

State "' .

Investment tax credits ~ .

2013 2012 2011
(In thousands)

$ $ 631 $ (13,298)
8,178 6,888 6,841

124,836 103,971 107,950
9~605 (~ 3,237) 5,498

(20) (27) (172)

$142,599 $ 98,226 $106,819

2011

$103,743
(1,930)

2,292
(4,950)
8,109

(445)

$106~819

$130,655
(2,153)

153
1,341

10,687
1,916

$142;599Income tax expense .

Tax at statutory rate of 35% "' .

Common stock dividends deductible for tax reporting .

Penalties "' .

Recognition (settlement) of uncertain tax positions .

State taxes (net of federal benefit) a •••• a ••••••••• ~ •

Oilier, net "' .

Reconciliations of the provision for income taxes computed at the statutory rate to the reported provisions
for income taxes from continuing operations for 2013) 2012 and 2011 are set forth below:

2013 2012
(In thousands)

$101,648

(2,096)

66
1,831

(5;958)

2,735

$ 98,226
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$ 11,496 $ 7,906
4,279 4,721

52,051 48,513
63,919 62,802

25,448

6 14

206,996 164,419

2,271 2,342
7,223

341,018 323,388

(1,445,450) (1,254,698)

(23,480) (32,812)
(19,182) (21,806)

(21,726)

(2,815) (2,065)
(7,115)

(1,519,768) (1,311,381)

$(1,178,750) $ (987,993)

$ (51) $ 140
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Deferred income taxes reflect the tax effect of differences between the basis of assets and liabilities for book
and tax purposes. The tax effect of temporary differences that gave lise to significant components of the deferred
tax liabilities and deferred tax assets at September 30, 2013 and 2012 are presented below:

2013 2012
(In thousands)

Deferred tax assets:
Accruals not currently deductible for tax purposes ~ ~ ~ .

Customer advances ~ . . . . . . . . . ~ ~ a ~ •

Nonqualified benefit plans ... ~ . .. . . .. .. . . .. . . .. ~ . ~ . . . .. . . .. .. . . . . .. . . ~ .

Postretirement benefits .. . . . . . . ~ . . . . . . ~ . .. . . . ~ . . . . . . . . . . . .. .. . . .. .
Treasury lock agreements .. ~ . . . . K ••• a ~ • • • • ~ .

Unamortized investment tax credit .. ~ ~ ~ ~ .

Tax net operating loss and credit carryforwards ~ ~ ~ .. ~ .
Difference between book and tax on mark to market accounting .

Other, net ~ ~ ~ .. ~ ~ a .

Total deferred tax assets ~ ~ ~ .. ~ a

Deferred tax liabilities:
Difference in net book value and net tax value of assets ..

Pension funding ~ ~ a ~ ••• ~ ~ ••• ~ •• ~

Gas cost adjustments ~ ~ .

Interest rate agreements ~ ~ .. ~ ~ .. ~ ~ ..
Cost expensed for tax purposes and capitalized for book purposes .

Oilier) net .... .. ~ . . .. . . . ~ . . . . ~ . . .. . . . ~ . . . . . a ~ • • • ~ • • • ~ • • • • .. • .. •

Total deferred tax liabilities ~ ~ .

Net deferred tax liabilities ~ .

Deferred credits for rate regulated entities ~ ~ ~ ~ ..

At September 30, 2013, we had $10.1 million of federal alternative minimum tax credit carryforwards,
$185.3 million of federal net operating loss carryforwards, $11.0 million of state net operating loss carryforwards
and $0.6 million of state tax credits. The alternative minimum tax credit carryforwards do not expire. The federal
net operating loss carryforwards are available to offset taxable income and will begin to expire in 2029. Depend­
ing on the jurisdiction in which the state net operating loss was generated, the state net operating loss carryfor­
wards will begin to expire between 2016 and 2030. The state tax credits will begin to expire in 2018~ We believe
it is more likely than not that the benefit from certain charitable contribution carryforwards will not be realized,
In recognition of this risk, we have established a valuation allowance of $1.1 million for deferred tax assets relat-
ing to these charitable contribution carryforwards. '

At September 30, 2013, we had recorded liabilities associated with uncertain tax positions totaling $3.2 mil­
lion. The realization of these tax benefits would reduce our income tax expense by approximately $3~2 million.

Additionally, results for fisca12012 were favorably impacted by a state tax benefit of $13.6 million. Due to
the completion of the sale of our Missouri, Iowa and Illinois service areas in the fiscal fourth quarter, the Com­
pany updated its analysis of the tax rate at which deferred taxes would reverse in the future to reflect the sale of
these service areas. The updated analysis supported a reduction in the deferred tax rate which when applied to the
balance of taxable income deferred to future periods resulted in a reduction of the Company's overall deferred
tax liability.
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At September 30, 2010, we had accrued liabilities associated with uncertain tax positions totaling $6.7 mil­
lion. During the fiscal year ended September 30, 2011; the IRS completed its audit of fiscal years 2005-2007. All
uncertain tax positions were effectively settled upon completion of the audit As a result of the settlement, we
reduced our unrecognized tax benefits by $6~7 million in the second quarter of fiscal 2011. Income tax expense
was reduced by $5 ~0 million in the second quarter due to the realization of the tax positions which were pre­
viously uncertain.

We file income tax returns in the U.S. federal jurisdiction as well as in various states where we have oper­
ations. We have concluded substantially all U.S. federal income tax matters through fiscal year 2007.

12. Financial Instruments

We use financial instruments to mitigate commodity price risk and interest rate risk. The objectives and strat­
egies for using financial instruments have been tailored to our regulated and nonregulated businesses. Currently,
we utilize financial instruments in our natural gas distribution and nonregulated segments. We currently do not
manage commodity price risk with financial instruments in our regulated transmission and storage segment.

OUf financial instruments do not contain any credit-risk-related or other contingent features that could cause
accelerated payments when our financial instruments are in net liability positions.

As discussed in Note 2, we report our financial instruments as risk management assets and liabilities, each
of which is classified as current or noncurrent based upon the anticipated settlement date of the underlying finan­
cial instrument. The following table shows the fair values of our risk management assets and liabilities by seg-
ment at September 30, 2013 and 2012: -

Natural Gas
Distribution Nonregulated Total

(In thousands)

September 30, 2013
Assets from risk management activities, current'v . . ~ ~ . . a ~ ~ ~ $ 1,837 $16,262 $ 18,099
Assets from risk management activities, noncurrent ........ 109,354 109~354

Liabilities from risk management activities; current'D ~ .... A • (1,543) (1,543)

Liabilities from risk management activities, noncurrent ..... (6,133) (6,133)

Net assets (liabilities) ... ~ . . . . . ~ . . . . . . . . . . . . . . ~ . . . . . ~ . $109,648 $10,129 $119,777

September 30, 2012(3)
Assets from risk management activities, currentw .. ~ ...... ~ .. ~ $ 6,934 $17,773 $ 24~707

Assets from risk management activities, noncurrent ... ~ ...... 2,283 ' 2~283
Liabilities from risk management activities, current(2) •.••••• (85~366) (15) (85,381)

Liabilities from risk management activities, noncurrent . ~ ... (9,206) (9,206)

Net assets (liabilities) .. ~ . . . . . . . . . ~ . ~ . . . . . . . . . . . . . . . . . $ (76,149) $ 8,552 $ (67;597)

(I) Includes $24.8 million of cash held on deposit to collateralize certain financial instruments. Of this amount,
$8.6 million was used to offset current risk management liabilities under master netting arrangements and the
remaining $16.2 million is classified as current risk management assets.

(2) Includes $23.7 million of cash held on deposit to collateralize certain financial instruments. Of this amount,
$5.9 million was used to offset current risk management liabilities under master netting arrangements and the
remaining $17.8 million is classified as current risk management assets.

(3) The September 30; 2012 amounts are presented net of assets and liabilities held for sale in conjunction with
the sale of our Georgia operations. At September 30~ 2012, assets and liabilities held for sale included $0.1
million of current assets from risk management activities and $O~3 million of current liabilities from risk
management activities.
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Regulated Commodity Risk Management Activities

Although our purchased gas cost adjustment mechanisms essentially insulate our natural gas distribution
segment from commodity price risk, our customers are exposed to the effects of volatile natural gas prices. We
manage this exposure through a combination of physical storage, fixed-price forward contracts and financial
instruments, primarily over-the-counter swap and option contracts, in an effort to minimize the impact of natural
gas price volatility on our customers during the winter heating season.

Our natural gas distribution gas supply department is responsible for executing this segment's commodity
risk management activities in confonnity with regulatory requirements. In jurisdictions where we are permitted
to mitigate commodity price risk through financial instruments, the relevant regulatory authorities may establish
the level of heating season gas purchases that can be hedged. Historically, if the regulatory authority does not
establish this level, we seek to hedge between 25 and 50 percent of anticipated heating season gas purchases
using financial instruments. For the 2012-2013 heating season (generally October through March), in the juris­
dictions where we are permitted to utilize financial instruments, we hedged approximately 33 percent, or 22.8
Bcf of the winter flowing gas requirements at a weighted average cost of approximately $4.03 per Mcf, We have
not designated these financial instruments as hedges.

Nonregulated Commodity Risk Management Activities

In our nonregulated operations, we buy, sell and deliver natural gas at competitive prices by aggregating and
purchasing gas supply,arranging transportation and storage logistics and effectively managing commodity price risk.

As a result of these activities, our nonregulated segment is exposed to risks associated with changes in the
market price of natural gas. We manage our exposure to such risks through a combination of physical storage and
financial instruments, including futures, over-the-counter and exchange-traded options and swap contracts with
counterparties. Future contracts provide the right to buy or sell the commodity at a fixed price in the futute.
Option contracts provide the right, but not the requirement, to buy or sell the commodity at a fixed price. Swap
contracts require receipt of payment for the commodity based on the difference between a fixed price and the
market price on the settlement date.

We use financialinstruments, designatedas cash flow hedges of anticipated purchasesand salesat index prices, to
mitigate the commodity price risk associated with deliveries under fixed-priced forward contracts to deliver gas to
customers. These financial instruments have maturity dates ranging from one to 55 months. We use financial instru­
ments, designated as fair value hedges, to hedge natural gas inventory used in these operations. We also use storage
and basis swaps; futures and various over-the-counter and exchange-traded optionsprimarily to protect the economic
value of our fixed price and storage books. These financial instruments have not been designated as hedges.

OUf nonregulated risk management activities are controlled through various risk management policies and
procedures, Our Audit Committee has oversight responsibility for our nonregulated risk management limits and
policies. A risk committee, comprised of corporate and business unit officers, is responsible for establishing and
enforcing our nonregulated risk management policies and procedures.

Under our risk management policies, we seek to match our financial instrument positions to OlIT physical
storage positions as well as our expected current and future sales and purchase obligations in order to maintain no
open positions at the end of each trading day. The determination of our net open position as of any day, however,
requires us to make assumptions as to future circumstances; including the use of gas by our customers in relation
to our anticipated storage and market positions. Because the price risk associated with any net open position at
the end of each day may increase if the assumptions are not realized, we review these assumptions as part of our
daily monitoring activities. OUf operations can also be affected by intraday fluctuations of gas prices, since the
price of natural gas purchased or sold for future delivery earlier in the day may not be hedged unti11ater in the
day. At times, limited net open positions related to our existing and anticipated commitments may occur. At the
close of business on September 30,2013, our nonregulated segment had net open positions (including existing
storage and related financial contracts) of O~l Bef.
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Interest Rate Risk Management Activities

We have periodically managed interest rate risk by entering into financial instruments to fix the Treasury
yield component of the interest cost associated with anticipated financings. Prior to fiscal 2012; we used Treasury
locks to mitigate interest rate risk; however; in the fourth quarter offi.sca12012 we started utilizing interest rate
swaps and forward starting interest rate swaps to manage this risk,

In August 2011, we entered into three Treasury lock agreements to fix the Treasury yield component of the
interest cost associated with $3SOmillion out of a total $500 million of senior notes that were issued on Jan-
nary 11, 20 13 ~ This offering is discussed in Note 5. We designated these Treasury locks as cash flow hedges. The
Treasury locks were settled on January 8, 2013 with a payment of $66.6 million to the counterparties due to a
decrease in the 30-year Treasury rates between inception of the Treasury locks and settlement Because the
Treasury locks were effective; the $66~6 million unrealized loss was recorded as a component of accumulated
other comprehensive income and is being recognized as a component of interest expense over the 30-year life of
the senior notes.

In the fourth quarter of fiscal 2012 we entered into an interest rate swap to fix the LIBOR component of our
$260 million short-term financing facility through December 27, 2012. We recorded an immaterial loss upon
settlement of the swap, which was recorded as a component of interest expense as we did not designate the inter­
est rate swap as a hedge.

In October 2012, we entered into forward starting interest rate swaps to fix the Treasury yield component
associated with the anticipated issuance of $500 million and $250 million unsecured senior notes in fiscal 2015
and fiscal 2017, which we designated as cash flow hedges at the time the agreements were executed, Accord­
ingly, unrealized gains and losses associated with the forward starting interest rate swaps will be recorded as a
component of accumulated other comprehensive income (108S)* When the forward starting interest rate swaps
settle, the realized gain or loss will be recorded as a component of accumulated other comprehensive income
(loss) and recognized as a component of interest expense over the life of the related financing arrangement
Hedge ineffectiveness to the extent incurred will be reported as a component of interest expense.

In September 2010, we entered into three Treasury lock agreements to fix the Treasury yield component of
the interest cost associated with $300 million of a total $400 million of senior notes that were issued in June
20 11. We designated these Treasury locks as cash flow hedges. The Treasury locks were settled on June 7, 2011
with the receipt of $20.1 million from the counterparties due to an increase in the 30-year Treasury lock rates
between inception of the Treasury locks and settlement. Because the Treasury locks were effective, the net $12.6
million unrealized gain was recorded as a component of accumulated other comprehensive income and is being
recognized as a component of interest expense over the 30-year life of the senior notes.

Additionally, our original fiscal 2011 financing plans included the issuance of $250 minion of 30-year
unsecured notes in November 2011 to fund our capital expenditure program, In September 2010, we entered into
two Treasury lock agreements to fix the Treasury yield component of the interest cost associated with the antici­
pa ted issuance of these senior notes, which were designated as cash flow hedges. Due primarily to stronger than
anticipated cash flows primarily resulting from the extension of the Bush tax cuts that allow the continued use of
bonus depreciation on qualifying expenditures through December 31,2011, the need to issue $250 million of
debt in November was eliminated and the related Treasury lock agreements were unwound in March 2011~ As a
result of unwinding these Treasury locks; we recognized a pre-tax cash gain of $27.8 million during the second
quarter of fiscal 2011.

In prior years, we entered into several Treasury lock agreements to fix the Treasury yield component of the
interest cost of financing for various issuances of long-term debt and senior notes. The gains and losses realized
upon settlement of these Treasury locks were recorded as a component of accumulated other comprehensive
income (loss) when they were settled and are being recognized as a component of interest expense over the life of
the associated notes from the date of settlement. The remaining amortization periods for the settled Treasury
locks extend through fiscal 2043.
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Quantitative Disclosures Related to Financial Instruments

The following tables present detailed information concerning the impact of financial instruments on our
consolidated balance sheet and income statements.

As of September 30, 2013, our financial instruments were comprised of both long and short commodity
positions, A long position is a contract to purchase the commodity, while a short position is a contract to sell the
commodity. As of September 30, 2013, we had net long/(short) commodity contracts outstanding in the follow­
ing quantities:

29,185

29,185

Hedge
Contract Type Designation

Commodity contracts Fair Value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Cash Flow ~ .. ~ . . . . . . . . . . .
Not designated ~ .
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Financial Instruments on the Balance Sheet

The following tables present the fair value and balance sheet classification of our financial instruments by
operating segment as of September 30; 2013 and 2012~ As required by authoritative accounting literature, the fair
value amounts below are presented on a gross basis and do not reflect the netting of asset and liability positions
permitted under the terms of our master netting arrangements. Further, the amounts below do not include $24.8
million and $23.7 million of cash held on deposit in margin accounts as of September 30; 2013 and 2012 to
collateralize certain financial instruments. Therefore, these gross balances are not indicative of either our actual
credit exposure or net economic exposure. Additionally, the amounts below will not be equal to the amounts
presented on our consolidated balance sheet, nor will they be equal to the fair value information presented for our
financial instruments in Note 14~

Balance Sheet Location

Natural
Gas

Distribution Nonregulated .Total
(In thousands)

September 30, 2013
Designated As Hedges:

Asset Financial Instruments
Current commodity contracts. a •

Noncurrent commodity
contracts a • • a • • • • • •

Liability Financial Instruments
Current commodity contracts ...

Noncurrent commodity
contracts ~................

Total .. ~ ~ ~ . . . . . ~ .
Not Designated As Hedges:

Asset Financial Instruments
Current commodity contracts ...

Noncurrent commodity
contracts ~

Liability Financial Instruments
Current commodity contracts ...
Noncurrent commodity

contracts ~............... ~

Total .

Total Financial Instruments .

Other current assets $ $ 9,094 $ 9,094

Deferred charges and other assets 107,512 416 107,928

Other current liabilities (12,173) (12,173)

Deferred credits and other liabilities (1,639) (1~639)

107,512 (4,302) 103;210

Other current assets 1,837 65~388 67,225

Deferred charges and other assets 1,842 40~982 42,824

Other current liabilities (1,543) (70,876) (72,419)

Deferred credits and other liabilities (45,892) (45,892)

2~136 (lOt398) (8,262)

$109,648 $(14,700) $ 94,948
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Balance Sheet Location

Natural
Gas

Distribution Nonregulated Total
(In thousands)

September 30, 2012
Designated As Hedges:

Asset Financial Instruments
Current commodity contracts Other current assets $ $ 19,301 $ 19,301

Noncurrent commodity
contracts ..... II ................ Deferred charges and other assets 1,923 1;923

Liability Financial Instruments
Current commodity contracts . ~ .. Other current liabilities (85,040) (23,787) (108;827)

Noncurrent commodity
contracts '" ill ill ill ... II ill ill. II •• II ...... Deferred credits and other liabilities (4;999) (4,999)

Total ... ~ . . . . .. ~ ...... ~ .......... (85,040) (7,562) (92;602)

Not Designated As Hedges:
Asset Financial Instruments

Current commodity contracts Other current assets-') 7,082 98;393 105;475

Noncurrentcornmomty
contracts •• "1: .......... ill -II ill .... ill ill Deferred charges and other assets 2,283 60,932 63,215

Liability Financial Instruments
Current commodity contracts . ~ . Other current liabilities'v (585) (99,824) (100,409)

Noncurrent commodity
contracts ........... "I: II ...... Deferred credits and other liabilities (67,062) (67~O62)

Total . ~ . . . . ~ . . . ~ . . . . . . . . . . . ~ . 8,780 (7,561) 1,219

Total Financial Instruments .... ~ .. $(76,260) $(15,123) $ (91,383)

(1) Other current assets not designated as hedges in our natural gas distribution segment include $0.1 million
related to risk management assets that were classified as assets held for sale at September 30, 2012.

(2) Other current liabilities not designated as hedges in our natural gas distribution segment include $0.3 million
related to risk management liabilities that were classified as assets held for sale at September 30; 2012.

Impact ofFinancial Instruments on the Income Statement

Hedge ineffectiveness for our nonregulated segment is recorded as a component of unrealized gross profit
and primarily results from differences in the location and timing of the derivative instrument and the hedged
item. Hedge ineffectiveness could materially affect our results of operations for the reported period. For the years
ended September 30, 2013~ 2012 and 2011; we recognized a gain arising from fair value and cash flow hedge
ineffectiveness of $18.2 million, $23.1 million and $24.8 million. Additional information regarding ineffective­
ness recognized in the income statement is included in the tables below.

106



CASE NO. 2015-00343
FR_16(7)(p)

ATIACHMENT 1

ATMOS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

Fair Value Hedges

The impact of our nonregulated commodity contracts designated as fair value hedges and the related hedged
item on our consolidated income statement for the years ended September 30~ 2013~ 2012 and 2011 is presented
below.

Fiscal Year Ended September 30

2013 2012 2011
(In thousands)

$ 2~165 $30,266 $16~552Commodity contracts K K • • • • a A • • • • • •

Fair value adjustment for natural gas inventory designated as the
hedged item ~ . . . . . . . . . . . . . . . . . a ~ •• a A ••

Total decrease in purchased gas cost .. A •••••••••••••••••••••••

The decrease in purchased gas cost is comprised of the following:

Basis ineffectiveness K ••••••••••••••••

Timing ineffectiveness . . . . . . . . . . . . . . . . . .

15,938

$18,103

$ (208)
18)311

$18,103

(5,797)

$24,469

$ 1,170

23~299

$24,469

9,824

$26,376

$ 803
25,573

$26,376

Basis ineffectiveness arises from natural gas market price differences between the locations of the hedged
inventory and the delivery location specified in the hedge instruments. Timing ineffectiveness arises due to
changes in the difference between the spot price and the futures price, as well as the difference between the tim­
ing of the settlement of the futures and the valuation of the underlying physical commodity. As the commodity
contract nears the settlement date, spot-to-forward price differences should converge, which should reduce or
eliminate the impact of this ineffectiveness on purchased gas cost.

To the extent that the Company' s natural gas inventory does not qualify as a hedged item in a fair-value
hedge, or has not been designated as such, the natural gas inventory is valued at the lower of cost or market.
During the year ended September 30; 2012, we recorded a $1.7 million charge to write down nonqualifying natu­
ral gas inventory to market. We did not record a writedown for nonqualifying natural gas inventory for the years
ended September 30,2013 and 2011.

Cash Flow Hedges

The impact of cash flow hedges on our consolidated income statements for the years ended September 30,
2013, 2012 and 2011 is presented below. Nate that this presentation does not reflect the financial impact arising
from the hedged physical transaction. Therefore, this presentation is not indicative of the economic gross profit
we realized when the underlying physical and financial transactions were settled.

Fiscal Year Ended September 30,.2013

Natural
Gas

Distribution

Regulated
Transmission
and Storage Nonregulated Consolidated

(In thousands)

Loss reclassified from AOeI for effective
portion of commodity contracts .... ~ ....

Gain arising from ineffective portion of
commodity contracts . . K •• z •• ~

Total impact on purchased gas cost ~

Net loss on settled interest rate agreements
reclassified from AOCI into interest
expense .

Total impact from cash flow hedges .

$

(3,489)

$(3,489)
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Fiscal Year Ended September 30, 2012
Natural

Gas-
Distribution

Regulated
Transmission
and Storage Nonregulated Consolidated

(In thousands)

Loss reclassified from AOCI for effective
portion of commodity contracts ~ .. ~ .....

Loss arising from ineffective portion of
commodity contracts .... . .. ~ .. '.' . ~ .

Total impact on purchased gas cost " ~

Net loss on settled interest rate agreements
reclassified from AOCI into interest
expense ~... ~ . . . " " " . . " ~ " ~ " . ~ . . ~ . . . .

Total impact from cash flow hedges . ~ . ~ "" ~

$

(2,009)

$(2,009)

$-

$-

$(62,678) $(62,678)

(1,369) (1,369)

(64,047) (64,047)

(2~OO9)

$(64,047) $(66,056)

Natural
Gas

Distribution

Fiscal Year Ended September 30, 2011
Regulated

Transmission
and Storage Nonregulated Consolidated

(In thousands)

Loss reclassified from AGCI for effective
portion of commodity contracts .... ~ ... ~

Loss arising from ineffective portion of
commodity contracts . . . . . . . . . . . . . . . . .

Total impact on purchased gas cost ~ ... ~ ....
Net loss on settled interest rate agreements

reclassified from AOCI into interest
expense .

Gain on unwinding of interest rate
agreement reclassified from AGel into
miscellaneous income . ~ ~ .... ~ ~ . ~ ~ ~ .

Total impact from cash flow hedges ~

$

(2,455)

21,803

$19,348

$ $(28,430) $(28,430)

(1,585) (1,585)

(30,015) (30,015)

(2~455)

27,803

$(30,015) $ (4,667)

The following table summarizes the gains and losses arising from hedging transactions that were reeognized
as a component of other comprehensive income (loss), net of taxes, for the years ended September 30, 2013 and
2012. The amounts included in the table below exclude gains and losses arising from ineffectiveness because
these amounts are immediately recognized in the income statement as incurred.

Fiscal Year Ended
September 30

2013 2012
(In thousands)

Increase (decrease) infair value:
Interest rate agreements .. ~ .. ~ .. ~ ~ ~ ~ ~

Forward commodity con tracts ..... ~ " " .. " " . ~ * • " " " " ~ " " • " " " • " " " ~ • • • •

Recognition of(gains) losses in earnings due to settlements:

Interest rate agreements .". ~ " . " . ~ " " " . " " " " " " " " ~ " " " " " ~ " " a " " " z " " " z " " " "

Forward commodity contracts ~ .

Total other comprehensive income (loss) from hedging, net of tax'1) ••••••••• ~

$79,963 $(11,458)
(2,057) (30,366)

2,216 1,342
6,576 38,232

$86,698 $ (2,250)

(1) Utilizing an income tax rate ranging from approximately 37 percent to 39 percent based on the effective rates
in each taxing jurisdiction.
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Deferred gains (losses) recorded in AGel associated with our interest rate agreements are recognized in
earnings as they are amortized, while deferred losses associated with commodity contracts are recognized in

- earnings upon settlement. The following amounts, net of deferred taxes, represent the expected recognition in
earnings of the deferred gains (losses) recorded in AOel associated with our financial instruments, based upon
the fair values of these financial instruments as of September 30, 2013~ However; the table below does not
include the expected recognition in earnings of the interest rate agreements entered into in October 2012 as those
financial instruments have not yet settled,

2014 t

2015 ~ .

2016 ~ ..

2017 .
2018 t ~ .

Thereafter ~ .

Total(l) ~ .

Interest Rate
Agreements

$ (2,686)

(804)

(634)

(735)
(936)

(24,569)

$(30,364)

Commodity
Contracts

(In thousands)

$(3,748)

(425)

(163)

(109)

(31)

$(4,476)

Total

$ (6,434)

(1,229)
(797)

(844)

(967)

(24,569)

$(34,840)

(1) Utilizing an income tax rate ranging from approximately 37 percent to 39 percent based on the effective rates
in each taxing jurisdiction.

Financial Instruments Not Designated as Hedges

The impact of financial instruments that have not been designated as hedges on our consolidated income
statements for the years ended September 30,2013,2012 and 2011 was an increase (decrease) in purchased gas
cost of $3.0 million, $(2.5) million and $(1.4) million. Note that this presentation does not reflect the expected
gains or losses arising from the underlying physical transactions associated with these financial instruments.
Therefore, this presentation is not indicative of the economic gross profit we realized when the underlying phys­
ical and financial transactions were settled.

As discussed above, financial instruments used in our natural gas distribution segment are not designated as
hedges. However; there is no earnings impact on our natural gas distribution segment as a result of the use of
these financial instruments because the gains and losses arising from the use of these financial instruments are
reeo gnized in the consolidated statement of income as a component of purchased gas cost when the related costs
are recovered through our rates and recognized in revenue. According!y, the impact of these financial instruments
is excluded from this presentation..

109



CASE NO. 2015 M00343

FR_16(7)(p)
ATTACHMENT 1

ATMOS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

13.. Accumulated Other Comprehensive Income

We record deferred gains (losses) in accumulated other comprehensive income (AOCI) related to available­
for-sale securities, interest rate agreement cash flow hedges and commodity contract cash flow hedges. Deferred
gains (losses) for our available-for-sale securities and commodity contract cash flow hedges are recognized in
earnings upon settlement, wbile deferred gains (losses) related to our interest rate agreement cash flow hedges
are recognized in earnings as they are amortized. The following table provides the components of our accumu­
lated other comprehensive income (loss) balances" net of the related tax effects allocated to each component of
other comprehensive income.

Interest
Rate Commodity

Agreement Contracts
Cash Flow Cash Flow
Hedg~ Hedg~

(In thousands)

$(44,273) $(8,995)
79,963 (2,057)

September 30, 2012 ~ ~ . ~ ~ ~ ~ .
Other comprehensive income before reclassifications .. ~ ~ .
Amounts reclassified from accumulated other comprehensive

income ~ ~ ~ .

Net current-period other comprehensive income (loss) .

September 30, 2013 ~ .. ~ .. ~ ~ .

Available­
for-Sale

Securities

$ 5,661
1.. 162

(1,375)

~)

$ 5,448

2,216

82,179

$ 37,906

6,576

4'1519

$(4,476)

Total

$(47,607)
79,068

7,417

86,485

$ 38,878

The following table details reclassifications out of ADCI for the fiscal year ended September 30, 2013.
Amounts in parentheses below indicate decreases to net income in the statement of income.

Fiscal Year Ended September 30, 2013

Available-for-sale securities .

Amount Reclassified from
Accumulated Other

Accumulated Other Comprehensive Income Components Comprehensive Income
(In thousands)

$ 2,166

2,166
(791)

$ 1,375

Mfected Line Item in the
Statement of Income

Operation and maintenance expense

Total before tax
Tax expense

Net of tax

Cashjlow hedges

Interest rate agreements . . . . . . . . . . . . . . . . . .. ~

Commodity contracts ~ ~ ~ .

Total reclassifications ~ .. ~ .. ~ ~ .. a

$ (3~489)

(10,778)

(14,267)
5,475

$ (8,792)

$ (7,417)

110

Interest charges

Purchased gas cost

Total before tax
Tax benefit

Net of tax

Net of tax



CASE NO~ 2015-00343
FR_16(7)(p)

ATTACHMENT 1

ATMOS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE:MENTS - (Continued)

14. Fair Value Measurements

We report certain assets and liabilities at fair value; which is defined as the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measure­
ment date (exit price). We record cash and cash equivalents, accounts receivable. and accounts payable at carry­
ing value, which substantially approximates fair value due to the short-term nature of these assets and liabilities.
For other financial assets and liabilities, we primarily use quoted market prices and other observable market pric­
ing information to minimize the use of unobservable pricing inputs in our measurements when determining fair
value. The methods used to determine fair value for our assets and liabilities are fully described in Note 2.

Fair value measurements also apply to the valuation of our pension and post-retirement plan assets. The fair
value of these assets is presented in Nate 6.

Quantitative Disclosures

Financial Instruments

The classification of our fair value measurements requires judgment regarding the degree to which market
data are observable or corroborated by observable market data. The following tables summarize, by level within
the fair value hierarchy, our assets and liabilities that were accounted for at fair value on a recurring basis as of
September 30, 2013 and 2012. As required under authoritative accounting literature; assets and liabilities are
categorized in their entirety based on the lowest level of input that is significant to the fair value measurement.

Quoted Significant Significant
Prices in Other Other
Active Observable Unobservable Netting and

Markets Inputs Inputs Cash September 30,
(Levell) (Level 2)~1) (Level 3) CoUateral{2) 2013

(In thousands)

Assets:
Financial instruments

Natura! gas distribution segment ~ . . ~ . . . . . . ~ $ $111,191 $ $ $111,191
Nonregulated segment ~ ...... w •• ~ • • • • • • • • ~ 745 115;135 (99,618) 16,262

Total financial instruments .... II ... II ..... II ... II II .. II II 745 226,326 (99,618) 127,453
Hedged portion of gas stored underground . ~ .. ~ 44,758 44,758
Available-for-sale securities

Money market funds .. oil ..... II. II II .... II II II II II .. II" II 4,428 4,428
Registered investment companies ... ~ .. ~ .. ~ 40,094 40,094
Bonds ...................................... ~ 28,160 28,160

Total available-for-sale securities .............. II. 40,094 32,588 72,682

Total assets ...................... ~ . ~ ~ . w ~ •• ~ ••• $85;597 $258,914 $ $ (99,618) $244,893

Liabilities:
Financial instruments

Natural gas distributi on segment ... w ~ • • • • • • $ $ 1;543 $ $ $ 1,543

Nonregulated segment ~ ...... ~ .. ~ .. ~ . . . . ~ 158 130,422 (124,447) 6,133

Total liabilities ........................... $ 158 $131,965 $ $(124;447) $ 7,676
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(1) Our Level 2 measurements consist of over-the-counter options and swaps, which are valued using a market­
based approach in which observable market prices are adjusted for criteria specific to each instrument; such
as the strike price;notional amount or basis differences, municipal and corporate bonds; which are valued
based on the most recent available quoted market prices and money market funds which are valued at cost.

(2) This column reflects adjustments to our gross financial instrument assets and liabilities to reflect netting
permitted under our master netting agreements and the relevant authoritative accounting Hterature, In addi­
tion' as of September 30,2013 we had $24.8 million of cash held in margin accounts to collateralize certain
financial instruments. Of this amount, $8.6 million was used to offset current risk management liabilities
under master netting agreements and the remaining $16~2 million is classified as current risk management
assets.

(3) This column reflects adjustments to our gross financial instrument assets and liabilities to reflect netting
pennitted under our master netting agreements and the relevant authoritative accounting literature.. In addi­
tion, as of September 30,2012 we had $23.7 million of cash held in margin accounts to collateralize certain
financial instruments. Of this amount, $5.9 million was used to offset current risk management liabilities
under master netting agreements and the remaining $17.8 million is classified as current risk management
assets.
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Available-far-sale securities are comprised of the following:

Gross Gross
Amortized Unrealized Unrealized Fair

Cost Gain Loss Value
(In thousands)

As of September 30, 2013

Domestic equity mutual funds ~ .. ~ .. ~ ... ~ ... ~ .. $27,043 $7,476 $(23) $34;496
Foreign equity mutual funds ..... II ...... II II. II II 110 •• 4,536 1}O62 5,598
Bonds ... . . .. . . . .. .. . . . . . . . ~ ... ~ .. a • • .. .. • • • • •• 28,016 168 (24) 28,160
Money market funds ............. II II .. II II ..... iII:11' II ...... ill 4,428 4,428

$64,023 $8,706 $(47) $72,682
-- --

As of September 30, 2012
Domestic equity mutual funds . . . .. . . . . . . . . . . . . . $25,779 $8,183 $- $33,962

Foreign equity mutual funds II"'" II ••••• :. _ ••••••• 5)568 682 6,250
Bonds .... ~ ........................................... 22,358 196 (2) 22,552
Money market funds ..... :11 ............................ 1,634 1,634

$55,339 $9,061 $ (2) $64,398
-- --

At September 30, 2013 and 2012, our available-far-sale securities included $44.5 million and $41.8 million
related to assets held in separate rabbi trusts for our supplemental executive retirement plans as discussed in Note
6~ At September 30,2013 we maintained investments in bonds that have contractual maturity dates ranging from
October 2013 through December 2019. During the year ended September 30, 2013, we recognized a net gain of
$2.2 million on the sale of certain assets in the rabbi trusts,

Other Fair Value Measures

In addition to the financial instruments above, we have: several financial and nonfinancial assets and
liabilities subject to fair value-measures. These financial assets and liabilities include cash and cash equivalents,
accounts receivable, accounts payable and debt The nonfinancial assets and liabilities include asset retirement
obligations and pension and post-retirement plan assets. We record cash and cash equivalents, accounts receiv­
able, accounts payable and debt at carrying value. For cash and cash equivalents, accounts receivable and .
accounts payable, we consider carrying value to materially approximate fair value due to the short-term nature of
these assets and liabilities.

Atmos Gathering Company (AGe) owns and operates the Park City and Shrewsbury gathering systems in
Kentucky. The Park City gathering system consists of a 23-mile low pressure pipeline and a nitrogen removal
unit that was constructed in 2008. The Shrewsbury production, gathering and processing assets were acquired in
2008 at which time we sold the production assets to a third party. As a result of the sale of the production assets,
we obtained a lO-year production payment note under which we were to be paid from future production gen­
erated from the assets.

As discussed in Note 10, AGe is involved in an ongoing lawsuit with the Park City gathering system. Due
to the lawsuit and a low natural gas price environment, the assets have generated operating losses. As a result of
these developments, in fiscal 2011, we performed an impairment assessment of these assets and determined the
assets to be impaired at which time we recorded a pre-tax noncash impairment loss of approximately $11 million.
Due to developments in the fourth quarter of fiscal 2012, including further operating losses as a result of the
lawsuit and management's decision to focus our nonregulated operations on delivered gas and transportation
services, we petformed an impairment assessment of these assets and determined the assets to be further
impaired. We reduced the carrying value of the assets to their estimated fair value of approximately $O~5 million
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and recorded a pre-tax noncash impairment loss of approximately $5.3 million. We used a combination of a
market and income approach in a weighted average discounted cash flow analysis that included significant inputs
such as our weighted average cost of capital and assumptions regarding future natural gas prices. This is a
Level 3 fair value measurement because the inputs used are unobservable. Based on this analysis, we determined
the assets to be impaired.

In February 2008, Atmos Pipeline and Storage, LLC; a subsidiary of AEH, announced plans to construct and
operate a salt-cavern storage project in Franklin Parish) Louisiana, In March 2010, we entered into an option and
acquisition agreement with a third party ~ which provided the third party with the exclusive option to develop the
proposed Fort Necessity salt-dome natural gas storage project. In July 2010; we agreed with the third party to
extend the option period to March 2011. In January 2011; the third party developer notified us that it did not plan
to commence the activities required to allow it to exercise the option by March 2011; accordingly, the option was
terminated. We evaluated our strategic alternatives and concluded the project's returns did not meet our invest­
ment objectives. Accordingly, in March 2011, we recorded a $19.3 million pre-tax noncash impairment loss to
wri te off substantially all of our investment in the proj ect.

OUf debt is recorded at carrying value, The fair value of our debt is determined using third party market
value quotations, which are considered Level 1 fair value measurements for debt instruments with a recent,
observable trade or Level 2 fair value measurements for debt instruments where fair value is determined using
the most recent available quoted market price. The following table presents the carrying value and fair value of
our debt as of September 30; 2013:

Carrying Amount .. ~ . . . . . . . .. . . .. . . . .. . .

Fair Value ..... a a •••••• ~ • • • a •• ~ • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • •

September 30, 2013
(In thousands)

$2,460,000
$2,676,487

15. Concentration of Credit Risk

Credit risk is the risk of fmancialloss to us if a customer fails to perform its contractual obligations. We
engage in transactions for the purchase and sale of products and services with maj or companies in the energy
industry and with industrial, commercial, residential and municipal energy consumers. These transactions princi­
paIly occur in the southern and midwestern regions of the United States. We believe that this geographic concen­
tration does not contribute significantly to our overall exposure to credit risk. Credit risk associated with trade
accounts receivable for the natural gas distribution segment is mitigated by the large number of individual cus­
tomers and diversity in our customer base. The credit risk for our other segments is not significant.

16. Discontinued Operations

On April 1; 2013, we completed the sale of substantially all of our natural gas distribution assets and certain
related nonregulated assets located in Georgia to Liberty Energy (Georgia) Corp., an affiliate of Algonquin
Power & Utilities Corp. for a cash price of approximately $153 million, pursuant to an asset purchase agreement
executed on August 8, 2012. In connection with the sale, we recognized a pre-tax gain of approximately
$8c2 million.

On August 1; 2012, we completed the sale of substantially all of our natural gas distribution assets located in
Missouri, Illinois and Iowa to Liberty Energy (Midstates) Corp., an affiliate of Algonquin Power & Utilities
Corp. for a cash price of approximately $128 million, pursuant to an asset purchase agreement executed on
May 12,2011. In connection with the sale, we recognized a pre-tax gain of approximately $9~9 million.

As required under generally accepted accounting principles, the operating results of our Georgia, Missouri,
illinois and Iowa operations have been aggregated and reported on the consolidated statements of income as
income from discontinued operations; net of income tax. Expenses related to general corporate overhead and
interest expense allocated to their operations are not included in discontinued operations.
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The tables below set forth selected financial and operational information related to net assets and operating
results related to discontinued operations.

The following table presents statement of income data related to discontinued operations in our Georgia;
Missouri, illinois and Iowa service areas.

Year Ended September 30

30,385
12,372

18,013

$141,227
83,537

57,690
27,362

30,328
57

28,238
10,066

18,172
6,349

$ 24;521 $ 18,013

2013 2012 2011
(In thousands)

$114,703
62,902

51,801
24,174

27,627
611

$37,962
21,464

16,498

5,858

10,640
548

11,188
3,986

7,202
5,294

$12,496

Operating revenues ~ .
Purchased gas cost . . . . . . ~ . . ~ .. . .. . . . . . . . . . . . . w ~ • • • • • ~ •

Gross profit ~ .. ~ .
Operating expenses ~ ..

Operating income .. .. . . . .. .. . . . . . . . . . . . . . . . . . . . . . . . . . .. . .. . . . .
Other nonoperating income ~ . . . . . . . . . ..

Income from discontinued operations before income taxes .
Income tax expense ~ . . . . . . . . . . . ..

Income from discontinued operations ..
Gain on sale of discontinued operations, net of tax .

Net income from discontinued operations .

The following table presents balance sheet data related to assets held for sale. At September 30, 2013 we did
not have any assets or liabilities held for sale. At September 30, 2012 assets held for sale include assets and
liabilities associated with our Georgia operations.

September 30,
2012

Net plant, property & equipment . . . .. . . .. . . . . . . .. . . . . ~ ~

Gas stored underground ~ ~ .

Otb.er current assets .. . . . .. .. . . .. . . ~ . . . . w • • • • • • • • • • ~ • • • • • .. • • • • • • • • • • • .. • • • • • • • • •

Deferred charges and other assets ~ ..

Assets held for sale " ~ ~ .

Accounts payable and accrued liabilities ~ .
Other current liabilities w ..

Regulatory cost of removal ~ .. . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . ..
Deferred credits and other liabilities ~ ~ .

Liabilities held for sale ~ ~ ~ ~ w • ~ •••

(In thousands)

$142,865
4,688
6;931

87

$154,571

$ 2,114
3,776
3,257
2,426

$ 11,573
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17. Selected Quarterly Financial Data (Unaudited)

Summarized unaudited quarterly financial data is presented below. The sum of net income per share by
quarter rnay not equal the net income per share for the fiscal year due to variations in the weighted average shares
outstanding used in computing such amounts. OUf businesses are seasonal due to weather conditions in our serv­
ice areas. For further information on its effects on quarterly results, see the "Results of Operations" discussion
included in the "Management's Discussion and Analysis of Financial Condition and Results of Operations" sec­
tion herein.

Quarter Ended
December 31 March 31 June 30 September 30

(In thousands, except per share data)

Fiscal year 2013:
Operating revenues

Natural gas distribution ,. •••• ,. ................ II •• $ 666,787 $ 905,176 $ 467,144 $360,386
Regulated transmission and storage ... ~ .. a ~ ••••• 60,681 61,848 74,041 72,330
Nonregulated ............................ II. II II 110 II II 399,894 428,948 421,808 348,061
Intersegment eliminations ill ......................... (93,207) (86,976) (105,058) (95,606)

1~O34~155 1,308,996 857,935 685,171
Oro 58 profit . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . ~ 362,362 432,751 316,497 300,440
Operating income ......... ~ ......... ~ ........ 154,922 210,178 86,396 50,383
Income from continuing operations . .. . . .. . . . a • • a • • 77,348 112,340 33,474 7,536
Income from discontinued operations ~ ........ ~ .... 3,117 4~O85

Gain on sale of discontinued operations .. IE ....... r ... 5,294

Net income ............. ~ ....... ~ ........... a ~ • 80,465 116,425 38,768 7~536

Basic earnings per share

Income per share from continuing operations ... ~ $ 0.85 $ 1.24 $ 0.37 $ 0.08
Income per share from discontinued operations .. $ 0.04 $ 0.04 $ 0.06 $
Net income per share - basic ........ ~ .. ~ ... ~ $ O~89 $ 1~28 $ 0.43 $ 0.08

Diluted earnings per share

Income per share from continuing operations .. ... $ O~85 $ 1.23 $ 0.36 $ 0.08
Income per share from discontinued operations .. $ O~O3 $ 0.04 $ 0.06 $
Net income per share - diluted ........... ~ .. w ~ $ Oe8S $ 1.27 $ 0.42 $ 0.08
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ITEM 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure.

None.

ITEM 9A. Controls and Procedures.

Management's Evaluation of Disclosure Controls and Procedures

We carried out an evaluation, under the supervision and with the participation of our management, including
our principal executive officer and principal financial officer ~ of the effectiveness of the Company; s disclosure
controls and procedures; as such term is defined in Rule 13a-15(e) under the Securities Exchange Act of 1934, as
amended (Exchange Act). Based on this evaluation; the Company's principal executive officer and principal
financial officer have concluded that the Company's disclosure controls and procedures were effective as of
September 30, 2013 to provide reasonable assurance that information required to be disclosed by us, including
our consolidated entities, in the reports that we file or submit under the Exchange Act is recorded, processed,
summarized, and reported within the time periods specified by the SEC's rules and forms, including a reasonable
level of assurance that such information is accumulated and communicated to our management, including our
principal executive and principal financial officers, as appropriate to allow timely decisions regarding required
disclosure.

Management's Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial
reporting, as such term is defined in Exchange Act Rule 13a-15(f)~ in providing reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accord­
ance with generally accepted accounting principles. Under the supervision and with the participation of our
management, including our principal executive officer and principal financial officer, we evaluated the effective­
ness of our internal control over financial reporting based on the framework in Internal Control-Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (1992 frame­
work) (COSO). Based on our evaluation under the framework in Internal Control-Integrated Framework issued
by COSO and applicable Securities and Exchange Commission rules, our management concluded that our
internal control over financial reporting was effective as of September 30, 2013, in providing reasonable assur­
ance regarding the reliability of financial reporting and the preparation of financial statements for external pur­
poses in accordance with generally accepted accounting principles.

Ernst & Young LLP has issued its report on the effectiveness of the Company's internal control over finan­
cial reporting. That report appears below.

Is/ KIM R. COCKLIN

Kim R~ Cocklin
President and Chief Executive Officer

November 13, 2013
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders of
Atmos Energy .Corporation

We have audited Atmos Energy Corporation's internal control over financial reporting as of Sep-
tember 30, 2013, based on criteria established in Internal Control- Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission (1992 framework) (the COSO criteria).
Atmos Energy Corporation's management is responsible for maintaining effective internal control over financial
reporting, and for its assessment of the effectiveness of internal control over financial reporting included in the
accompanying Management's Report on Internal Control over Financial Reporting. Our responsibility is to
express an opinion on the company's internal control over financial reporting based oil our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether effective internal control over financial reporting was maintained in all material respects. Our
audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a
material weakness exists, testing and evaluating the design and operating effectiveness of internal control based
on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion.

A company;s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company; s internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to pennit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the compa­
ny's assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect mis­
statements. Also, proj ections of any evaluation of effectiveness to future periods are subject to the risk that con­
trols may become inadequate because of changes in conditions, or that the degree of compliance with the policies
or procedures rnay deteriorate.

In our opinion, Atmos Energy Corporation maintained, in all material respects, effective internal control
over financial reporting as of September 30,2013, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheets as of September 30, 2013 and 2012, and the related consolidated
statements of income, comprehensive income, shareholders' equity, and cash flows for each of the three years in
the period ended September 30, 2013 of Atmos Energy Corporation and our report dated November 13, 2013
expressed an unqualified opinion thereon.

Is/ ERNST & YOUNG LLP

Dallas, Texas
November 13, 2013
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Changes in Internal Control over Financial Reporting

We did not make any changes in our internal control over financial reporting (as defined in Rule 13a-15(f)
and 15d-15(f) under the Act) during the fourth quarter of the fiscal year ended September 30, 2013 that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

ITEM 9B. Other Information.

Not applicable.

PA.RTIII

ITEM 10. Directors, Executive Officers and Corporate Governance.

Information regarding directors and compliance with Section 16(a) of the Securities Exchange Act of 1934
is incorporated herein by reference to the Company's Definitive Proxy Statement for the Annual Meeting of
Shareholders on February 5, 2014. Information re~arding executive officers is reported below:

EXECUTIVE OFFICERS OF THE REGISTRANT

The following table sets forth certain information as of September 30, 2013, regarding the executive officers
of the Company. It is followed by a brief description of the business experience of each executive officer.

Name Age

Kim R. Cocklin .... ~ ~ . ~ . ~ ~ . . . . . . . . . .. 62

Bret J. Eckert . ~ . . . . . . . . . . . . . . . . . . . .. 46

Marvin L. Sweetin ~ . K ~ • •• 50

Louis P. Gregory ~ .. ~ .. ~ . .. 58

Michael E. Haefner ~ .. ~ . . . . .. 53

Years of
Service Office Currently Held

7 President and Chief Executive Officer
1 Senior Vice President and Chief

Financial Officer
13 Senior Vice President, Utility

Operations
13 Senior Vice President, General Counsel

and Corporate Secretary

5 Senior Vice President, Human
Resources

Kim R. Cocklin was named President and Chief Executive Officer effective October 1., 2010. Mr. Cocklin
joined the Company in June 2006 and served as President and Chief Operating Officer of the Company from
October 1, 2008 through September 30~ 2010, after having served as Senior Vice President, Regulated Operations
from October 2006 through September 2008~ Mr. Cocklin was appointed to the Board of Directors on
November 10, 2009.

Bret J. Eckert joined the Company in June 2012 as Senior Vice President, and on October 1, 2012 he was
appointed Chief Financial Officer. Prior to j oining the Company, Mr. Eckert was an Assurance Partner with
Ernst & Young LLP where he developed extensive accounting and financial experience in the natural gas
industry over his 22-year career.

Marvin L. Sweetin was named Senior Vice President, Utility Operations in November 2011. In this role,
Mr. Sweetin is responsible for the operations of our six utility divisions, as well as customer service, safety and
training. Mr. Sweetin joined the Company in May 2000 and served in a variety of leadership positions with
responsibility for procurement, customer service, training and safety.

Louis P. Gregory was named Senior Vice President and General Counsel in September 2000 as well as
Corporate Secretary in June 2012. '

Michael E. Haefner joined the Company in June 2008 as Senior Vice President, Human Resources.
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Identification of the members of the Audit Committee of the Board of Directors as well as the Board of
Directors' determination as to whether one or more audit committee financial experts are serving on the Audit
Committee of the Board of Directors is incorporated herein by reference to the Company's Definitive Proxy
Statement for the Annual Meeting of Shareholders on February 5, 2014.

The Company has adopted a code of ethics for its principal executive officer, principal financial officer and
principal accounting officer. Such code of ethics is represented by the Company's Code of Conduct, which is
applicable to all directors, officers and employees of the Company, including the Company's principal executive
officer, principal financial officer and principal accounting officer~ A copy of the Company's Code of Conduct is
posted on the Company's website at www.atmosenergy.comunder "Corporate Governance." In addition, any
amendment to or waiver granted from a provision of the Company's Code of Conduct will be posted on the
Company's website under "Corporate Governance."

ITEM 11. Executive Compensation.

Information on executive compensation is incorporated herein by reference to the Company's Definitive
Proxy Statement for the Annual Meeting of Shareholders on February 5, 2014~

ITEM 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters..

Security ownership of certain beneficial owners and of management is incorporated herein by reference to
the Company's Definitive Proxy Statement for the Annual Meeting of Shareholders on February 5, 2014.
Information concerning our equity compensation plans is provided in Part IT, Itern 5, "Market for Registrant's
Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities", of this Annual Report
on Form 10-K~

ITEM 13.. Certain Relationships and Related Transactions, and Director Independence.

Information on certain relationships and related transactions as well as director independence is
incorporated herein by reference to the Company's Definitive Proxy Statement for the Annual Meeting of Share­
holders on February 5~ 2014.

ITEM 14. Principal Accountant Fees and Services.

Information on our principal accountant's fees and services is incorporated herein by reference to the
Company's Definitive Proxy Statement for the Annual Meeting of Shareholders on February 5, 2014.

PART IV

ITEM 15. Exhibits and Financial Statement Schedules..

(a) 1. and 2~ Financial statements andfinancial statement schedules.

The financial statements and financial statement schedule listed in the Index to Financial Statements in
Item 8 are filed as part of this Form 10-K.

3~ Exhibits

The exhibits listed in the accompanying Exhibits Index are filed as part of this FDIm 10-K. The exhibits
numbered 10~4(a) through lO.13c(c) are management contracts or compensatory plans or arrangements.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

ATMOS ENERGY CORPORATION
(Registrant)

lsI BRET1. ECKERT

Bret J. Eckert
Senior Vice President and ChiefFinancial

Officer

By: _

Date: November 13,2013
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POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears below hereby con­
stitutes and appoints Kim R. Cocklin and Bret J. Eckert, or either of them acting alone or together, as his true and
lawful attomey-in-fact and agent with full power to act alone, for him and in his name, place and stead, in any
and all capacities, to sign any and all amendments to this Annual Report on Form lO-K; and to file the same, with
all exhibits thereto, and all other documents in connection therewith, with the Securities and Exchange Commis­
sion, granting unto said attorney-in-fact and agent full power and authority to do and perform each and every act
and thing requisite and necessary to be done in and about the premises, as fully to all intents and purposes as he
might or could do in person, hereby ratifying and confimring all that said attorney-in-fact and agent, may law­
fully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934~ this report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the date indicated:

lsi KIM R. COCKLIN President, Chief Executive Officer November 13, 2013

Kim R. Cocklin and Director

lsi BRET J. ECKERT Senior Vice President and Chief November 13, 2013

Bret 1. Eckert Financial Officer

lsi CHRISTOPHER T~ FORSYTHE Vice President and Controller November 13, 2013

Christopher T. Forsythe (Principal Accounting Officer)

lsi ROBERT W. BEST Chairman of the Board November 13, 2013

Robert W. Best

lsI RICHARD W. DOUGLAS Director November 13, 2013

Richard W. Douglas

lsI RUBEN E. ESQUIVEL Director November 13, 2013

Ruben E. Esquivel

Is/ RICHARD K. GORDON Director November 13, 2013

Richard K. Gordon

lsI ROBERT C. GRABLE Director November 13, 2013

Robert C. Grable

lsi THOMAS C. MEREDITH Director November 13~ 2013

Thomas C. Meredith

lsI NANCY K. QUINN Director November 13, 2013

Nancy K. Quinn

lsi RICHARD A. SAMPSON Director November 13, 2013

Richard A. Sampson

lsi STEPHEN R. SPRIN"GER Director November 13, 2013

Stephen R. Springer

lsi RICHARD WAREn Director November 13, 2013

Richard Ware II
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Schedule II

ATMOS ENERGY CORPORATION

Valuation and Qualifying Accounts
Three Years Ended September 30, 2013 ,

Additions

Balance at
beginning
of period

Charged to Charged to
cost & other

expenses accounts Deductions
(In thousands)

Balance
at end

of period

2013 .

Allowance for doubtful accounts . ~ . ~ .... ~ . ~ . $ 9,425 $14,484 $- $3,285(1) $20,624
2012

Allowance for doubtful accounts ............ $ 7,440 $ 8,901 $- $6,916(1) $ 9,425
2011

Allowance for doubtful accounts ............ $12,701 $ 2,201 $- $7,462(1) $ 7,440

(1) Uncollectible accounts written off.
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EXHIBITS INDEX
Item 14.(a)(3)

Exhibit
Number

2.1(a)

2.1(b)

2.2

3.1

3.2

3.3

4.1

4.2

4.3

4.4

4.5

4.6

4.7(a)

4.7(b)

Description

Plan ofAcquisition, Reorganization,
Arrangement, Liquidation or Succession

Asset Purchase Agreement by and between
Atmos Energy Corporation as Seller and Liberty
Energy (Midstates) Corp. as Buyer, dated as of
May 12,2011

Amendment No.1 to Asset Purchase Agreement

Asset Purchase Agreement by and between
Atmos Energy Corporation as Seller and Liberty
Energy (Georgia) Corp. as Buyer, dated as of
August 8, 2012

Articles ofIncorporation and Bylaws
Restated Articles of Incorporation of Atmos
Energy Corporation - Texas (As Amended
Effective February 3,2010)

Restated Articles of Incorporation of Atmos
Energy Corporation - Virginia (As Amended
Effective February 3, 2010)

Amended and Restated Bylaws of Atmos Energy
Corporation (as of February 3, 2010)

Instruments Defining Rights ofSecurity Holders,
Including Indentures
Specimen Common Stock Certificate (Atmos
Energy Corporation)

Indenture dated as of November 15, 1995
between United Cities Gas Company and Bank of
America illinois, Trustee

Indenture dated as of July 15, 1998 between
Atmos Energy Corporation and U.S. Bank Trust
National Association, Trustee

Indenture dated as of May 22, 2001 between
Atmos Energy Corporation and SunTrust Bank,
Trustee

Indenture dated as of June 14, 2007, between
Atmos Energy Corporation and U.S~ Bank
National Association, Trustee

Indenture dated as of March 23, 2009 between
Atmos Energy Corporation and U.S. Bank:
National Corporation, Trustee

Debenture Certificate for the 6 3/4% Debentures
due 2028

Global Security for the 4~95% Senior Notes due
2014

Global Security for the 5.95% Senior Notes due
2034
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Page Number or
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Reference to

Exhibit 2.1 to Form 8-K dated May 12,2011
(File No. 1-10042)

Exhibit 2.1(b) to Form lO-K for fiscal year
ended September 30, 2012 (File No. 1-10042)
Exhibit 2.1 to Form 8-K dated August 8, 2012
(File No. 1-10042)

Exhibit 3.1 to Ponn lO-Q dated March 31,2010
(File No. 1-10042)

Exhibit 3~2 to Form lO-Q dated March 31, 2010
(File No. 1-10042)

Exhibit 3.2 to Form 8-K dated February 3, 2010
(File No. 1-10042)

Exhibit 4.1 to Form lO-K for fiscal year ended
September 30, 2012 (File No. 1-10042)

Exhibit 4~11(a) to Form S-3 dated August 31,
2004 (File No. 333-118706)

Exhibit 4.8 to Form S-3 dated August 31~ 2004
(File No. 333-118706)

Exhibit 99~3 to Form 8-K dated May 15, 2001
(File No. 1-10042)

Exhibit 4.1 to Form 8-K dated June 11, 2007
(File No. 1-10042)

Exhibit 4.1 to Form 8-K dated March 26, 2009
(File No. 1-10042)

Exhibit 99.2 to Form 8-K dated July 22, 1998
(File No~ 1-10042)

Exhibit 10(2)(f) to Form 10-K for fiscal year
ended September 30, 2004 (File No. 1-10042)

Exhibit lO(2)(g) to Form lO-K for fiscal year
ended September 30, 2004 (File No. 1-10042)



Exhibit
Number Description

4.7 (d) Global Security for the 6~35% Senior Notes due
2017

4.7(e) Global Security for the 8.50% Senior Notes due
2019

4.7(f) Global Security for the 5~5% Senior Notes due
2041

4.7 (g) Global Security for the 4.15 % Senior Notes due
2043

Material Contracts

lO.l(a) Revolving Credit Agreement, dated as of May 2,
2011 among Atmos Energy Corporation, the
Lenders from time to time parties thereto, The
Royal Bank of Scotland pIc as Administrative
Agent, Credit Agricole Corporate and Investment
Bank as Syndication Agent, Bank of America,
N.A., U.S. Bank National Association and Wells
Fargo Bank, N.A. as Co-Documentation Agents

lO.l(b) Second Amendment to Revolving Credit
Agreement, made and entered into as of
December 7,2012, by and among Atmos Energy
Corporation, a Texas and Virginia corporation,
the several banks and other financial institutions
from time to time party thereto (the "Lenders")
and The Royal Bank of Scotland pic, in its
capacity as Administrative Agent for the Lenders

lO.l(c) Third Amendment to Revolving Credit
Agreement, made and entered into as of
August 22,2013, by and among Atmos Energy
Corporation, a Texas and Virginia corporation,
the several banks and other financial institutions
from time to time party thereto (the "Lenders")
and The Royal Bank of Scotland plc, in its
capacity as Administrative Agent for the Lenders

lO.2(a) Accelerated Share Buyback Agreement with
Goldman, Sachs & Co. - Master Confirmation
dated July 1,2010

lO.2(b) Accelerated Share Buyback Agreement with
Goldman, Sachs & Co. - Supplemental
Confirmation dated July 1, 2010

lO.3(a) Guaranty of Algonquin Power & Utilities Corp.
dated May 12, 2011

lO.3(b) Guaranty of Algonquin Power & Utilities Corp.
dated August 8, 2012

Executive Compensation Plans and
Arrangements

10~4(a)* Form of Atmos Energy Corporation Change in
Control Severance Agreement - Tier I
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Reference to

Exhibit 4.2 to Form 8-K dated June n, 2007
(File No. 1-10042)

Exhibit 4.2 to Form 8-K dated March 26, 2009
(File No. 1-10042)

Exhibit 4.2 to Form 8-K dated June 10; 2011
(File No. 1-10042)

Exhibit 4.2 to Form 8-K dated January 8, 2013
(File No. 1-10042)

Exhibit 10~1 to Form 8-K dated May 2, 2011
(File No. 1-10042)

Exhibit 10.1 to Form 8-K dated December 5,
2012 (File No. 1-10042)

Exhibit 10.1 to Form 8-K dated August 22, 2013
(File No. 1-10042)

Exhibit 10.6(a) to Form lO-K for fiscal year
ended September 30, 2010 (File No. 1-10042)

Exhibit lO.6(b) to Form lO-K for fiscal year
ended September 30, 2010 (File No. 1-10042)

Exhibit 10.1 to Form 8-K dated May 12,2011
(File No. 1-10042)

Exhibit 10.1 to Form 8-K dated August 8, 2012
(File No. 1-10042)

Exhibit lO.7(a) to Forrn lO-K for fiscal year
ended September 30,2010 (File No~ 1-10042)



Exhibit
Number Description

10~4(b)* Form of Atmos Energy Corporation Change in
Control Severance Agreement - Tier II

lO.5(a)* Atmos Energy Corporation Executive Retiree
Life Plan

lO.5(b)* Amendment No.1 to the Atmos Energy
Corporation Executive Retiree Life Plan

10.6(a)* Atmos Energy Corporation Annual Incentive
Plan for Management (as amended and restated
February 10,2011)

lOw6(b)* Amendment No 1 to the Atmos Energy
Corporation Annual Incentive Plan for
Management (as amended and restated
February 10, 2011)

lOA6(c)* Amendment No 2 to the Atmos Energy
Corporation Annual Incentive Plan for
Management (as amended and restated
February 10,2011)

10~7(a)* Atmos Energy Corporation Supplemental
Executive Benefits Plan, Amended and Restated
in its Entirety August 7, 2007

1a~7(b)* Form of Individual Trust Agreement for the
Supplemental Executive Benefits Plan .

lOw8(a)* Atmos Energy Corporation Supplemental
Executive Retirement Plan (As Amended and
Restated, Effective as of November 12,2009)

lO.8(b)* Atmos Energy Corporation Performance-Based
Supplemental Executive Benefits Plan Trust
Agreement; Effective Date December 1, 2000

10~9* Atmos Energy Corporation Account Balance
Supplemental Executive Retirement Plan,
Effective Date August 5, 2009

10.1O(a)* Mini-MedJDental Benefit Extension Agreement
dated October 1, 1994

lO.10(b)* Amendment No.1 to Mini-Mod/Dental Benefit
Extension Agreement dated August 14, 2001

lOt10(c)* Amendment No, 2 to Mini-Med/Dental Benefit
Extension Agreement dated December 31, 2002

10.11* Atmos Energy Corporation Equity Incentive and
Deferred Compensation Plan for Non-Employee
Directors; Amended and Restated as of
January 1, 2012

10.12* Atmos Energy Corporation Outside Directors
Stock-for-Fee Plan, Amended and Restated as of
October 1, 2009

10~13(a)* Atmos Energy Corporation 1998 Long-Term
Incentive Plan (as amended and restated
February 10,2011)
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Exhibit lO.7(b) to Form lO-K for fiscal year
ended September 30, 2010 (File No. 1-10042)

Exhibit 10.31 to Form 10-K for fiscal year ended
September 30, 1997 (File No. 1-10042)

Exhibit 10~31(a) to Form lO-K for fiscal year
ended September 30, 1997 (File No. 1-10042)

Exhibit 10.14 to Form lO-K for fiscal year ended
September 30,2011 (FileNo. 1-10042)

Exhibit lO.8(b) to Form lO-K for fiscal year.
ended September 30, 2012 (File No. 1-10042)

Exhibit lO.8(a) to Form lO-K for fiscal year
ended September 30, 2008 (File No. 1-10042)

Exhibit 10.3 to Form lO-Q for quarter ended
December 31, 2000 (File No. 1-10042)

Exhibit 10.1O(b)to Form 10-K for fiscal year
ended September 30, 2010 (File No. 1-10042)

Exhibit 10.1 to Form lO-Q for quarter ended
December 31, 2000 (File No. 1-10042)

Exhibit IO.10(e) toForm lO-K for fiscal year
ended September 30; 2010 (File No. 1-10042)

Exhibit lO.28(f) to Form lO-K for fiscal year
ended September 30, 2001 (File No. 1-10042)

Exhibit 10.28(g) to Form 10-K for fiscal year
ended September 30~ 2001 (File No. 1-10042)

Exhibit 10.1 to Form 10-Q for quarter ended
December 31, 2002 (File No. 1-10042)

Exhibit 10.1 to Form lO-Q for quarter ended
December 31~ 2011 (File No. 1-10042)

Exhibit 10~13 to Form lO-K for fiscal year ended
September 30,2010 (File No. 1-10042)

Exhibit 99.1 to Form S-8 dated October 28, 2011
(File No. 333-177593)



Exhibit
Number Description

lO.13(b)* Form of Award Agreement of Time-Lapse
Restricted Stock Units under the Atmos Energy
Corporation 1998 Long-Term Incentive Plan

lO.13(c)* FaTInof Award Agreement of Performance­
Based Restricted Stock Units under the Atmos
Energy Corporation 1998 Long-Term Incentive
Plan

12 Statement of computation of ratio of earnings to
fixed charges
Other Exhibits, as indicated

21 Subsidiaries of the registrant

23.1 Consent of independent registered public
accounting finn, Ernst & Young LLP

24 Power of Attorney
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Signature page of Form 10-K for fiscal year
ended September 30; 2013

31

32

IOl.INS

IOl.SCH

101.CAL

lOl.DEF

lOl.LAB

I01.PRE

Rule 13a-14(a)/15d-14(a) Certifications

Section 1350 Certifications**

Interactive Data File
XBRL Instance Document
XBRL Taxonomy Extension Schema

XBRL Taxonomy Extension Calculation
Linkbase

XBRL Taxonomy Extension Definition Linkbase

XBRL Taxonomy Extension Labels Linkbase

XBRL Taxonomy Extension Presentation
Linkbase

* This exhibit constitutes a "management contract or compensatory plan; contract, or arrangement."

** These certifications pursuant to 18 U.S.C. Section 1350 by the Company's Chief Executive Officer and
Chief Financial Officer, furnished as Exhibit 32 to this Annual Report on Form 10-K, will not be deemed to
be filed with the Securities and Exchange Commission or incorporated by reference into any filing by the
Company under the Securities Act of 1933 or the Securities Exchange Act of 1934, except to the extent that
the Company specifically incorporates such certifications by reference.
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form lO-K
(Mark One)

o

D

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended September 30, 2014

OR
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 1..10042

Atmos Energy Corporation
(Exact name of registrant as specified in its charter)

Texas and Virginia
(State or other jurisdiction of

incorporation or organization)

75..1743247
(IRS employer

identification no.)

Three Lincoln Centre, Suite 1800
5430 LBJ Freeway, Dallas, Texas 75240

(Address ofprincipal executive offices) (Zip code)

Registrant's telephone number, including area code:
(972) 934-9227

Securities registered pursuant to Section 12(b) of the Act:
Name of Each Exchange

Title of Each Class on Which Registered

Accelerated filer 0 Non-accelerated filer 0 Smaller reporting company 0
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes D No GZl
The aggregate market value of the common voting stock held by non-affiliates of the registrant as of the last business day of the

registrant's most recently completed second fiscal quarter, March 31, 2014, was $4~659,809,695~

As of October 31,2014, the registrant had 100,393,038 shares of common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Common stock, No Par Value New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:
None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yes [Z] No 0

Indicate by check mark if the regis trant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes D No lZl

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days. Yes 0 No 0

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Inter­
active Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the
preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes 0 No D

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.45) is not contained herein;
and will not be contained, to the best of registrant's knowledge, in definitive proxy or information statements incorporated by reference
in Part m of this Form 10-K or any amendment to this FOnD lO-K. 0

Indicate by check mark whether the registrant is a large accelerated filer; an accelerated filer; a non-accelerated filer or a smaller
reporting company.. See definitions of "large accelerated filer;" "accelerated filer" and "smaller reporting company" in Rule 12b-2 of the
Exchange Act. (Check one):

Large accelerated filer GZI

Portions of the registrant's Definitive Proxy Statement to be filed for the Annual Meeting of Shareholders on February 4, 2015 are
incorporated by reference into Part III of this report.
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Atmos Energy Corporation

Atmos Energy Holdings, Inc.

Atmos Energy Marketing, LLC

Accumulated Other Comprehensive Income

Atmos Pipeline and Storage, LLC

Trading symbol for Atmos Energy Corporation common stock on the
New York Stock Exchange

Billion cubic feet

Commodity Futures Trading Commission

Committee of Sponsoring Organizations of the Treadway Commission

Employee Retirement Income Security Act of 1974

Financial Accounting Standards Board

Federal Energy Regulatory Commission

Fitch Ratings, Ltd.

Generally Accepted Accounting Principles

Gas Reliability Infrastructure Pro gram

Gas System Reliability Surcharge

Kentucky Public Service Commission

1998 Long-Term Incentive Plan

Thousand cubic feet

Maximum daily withdrawal quantity

Represents all incorporated cities other than Dallas, or approximately
80 percent of the Mid-Tex Division's customers, with whom a
settlement agreement was reached during the fiscal 2008 second
quarter.

MMcf ~ . . . . ~ .. ~ ~" Million cubic feet

Moody's " w ~ • a ••••••••• ~ Moody's Investor Services, Inc.

NYMEX ~ . . . . . . . . . . . . . . . .. New York Mercantile Exchange, Inc.

NYSE ~ ~. New York Stock Exchange

PAP. . ~ . . . a ~ • • ~ • • • • • • • • • ~ • • • • • •• Pension Account Plan

PPA ~ . . . . . . . . . . . .. Pension Protection Act of 2006

RRC ~ ~ " Railroad Commission of Texas

RRM "". ~ " .. . . . . . .. Rate Review Mechanism

RSC .. a ~ ~ ••••••••• ~ ~ • K •• ~ •• K ••• ~ Rate Stabilization Clause

S&P ~ . . . . . .. Standard & Poor's Corporation

SEC ~ . . . . . . . . . . . . . . . .. United States Securities and Exchange Commission

SRF " a a Stable Rate Filing

WNA w •••• ~ •••••• w Weather Normalization Adjustment
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PART I

The terms H we," "our," "us"; "Atmos Energy'; and the "Company" refer to Atmos Energy Corporation and
its subsidiaries, unless the context suggests otherwise.

ITEM 1. Business.

Overview and Strategy

Atmos Energy Corporation, headquartered in Dallas, Texas, and incorporated in Texas and Virginia, is
engaged primarily in the regulated natural gas distribution and pipeline businesses as well as other nonregulated
natural gas businesses, We deliver natural gas through regulated sales and transportation arrangements to over
three million residential, commercial, public authority and industrial customers in eight states located primarily
in the South; which makes us one of the country's largest natural-gas-only distributors based on number of cus­
torners. We also operate one of the largest intrastate pipelines in Texas based on miles of pipe.

During fisca12012 and 2013, we sold our natural gas distribution operations in four states to streamline our
regulated operations. In August 2012, we completed the sale of our natural gas distribution operations in
Missouri, lllinois and Iowa, representing approximately 84,000 customers, and in April 2013; we completed the
sale of our natural gas distribution operations in Georgia, representing approximately 64,000 customers.

Our nonregulated businesses provide natural gas management, marketing, transportation and storage serv­
ices to municipalities, local gas distribution companies, including certain of our natural gas distribution divisions
and industrial customers prlncipally in the Midwest and Southeast.

Our overall strategy is to:

• deliver superior shareholder value,

• improve the quality and consistency of earnings growth, while operating our business exceptionally well

• invest in our people and infrastructure

• enhance our culture.

We have delivered excellent shareholder value by growing our earnings and increasing our dividends for
over 25 consecutive years. Over the last six years, we have achieved growth by implementing rate designs that
reduce or eliminate regulatory lag and separate the recovery of our approved margins from customer usage pat­
terns. In addition; we have developed various commercial opportunities within our regulated transmission and
storage operations,

Our core values include focusing on our employees and customers while conducting our business with
honesty and integrity. We continue to strengthen our culture through ongoing communications with our employ­
ees and enhanced employee training.

Operating Segments

We operate the Company through the following three segments:

• The regulated distribution segment, which includes our regulated distribution and related sales operations

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

• The nonregulated segment, which includes our nonregulated natural gas management, nonregulated natu­
ral gas transmission, storage and other services.
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These operating segments are described in greater detail below.

Regulated Distribution Segment Overview

OUf regulated distribution segment is comprised of our six regulated natural gas distribution divisions. This
segment represents approximately 65 percent of our consolidated net income. The following table summarizes
key information about these divisions, presented in order of total rate base. We operate in our service areas under
terms of non-exclusive franchise agreements granted by the various cities and towns that we serve. At Sep­
tember 30; 2014, we held 1,003 franchises having terms generally ranging from five to 35 years. A significant
number of our franchises expire each year, which require renewal prior to the end of their terms, We believe that
we will be able to renew our franchises as they expire.

Division

Mid-Tex

KentuckylMid-States . ~ .

Louisiana ~ ~ . " ~ .

West Texas z • • • • • • K •• ~ ~ •••• K

Mississippi ~ ~ ~ ~ . z •••••• K •• K K •••• z

Colorado-Kansas ~ .

Service Areas

Texas, including
the DallaslFort

Worth
Metroplex

Kentucky
Tennessee

Virginia

Louisiana

Amarillo,
Lubbock,
Midland

Mississippi

Colorado

Kansas

Communities
Served

550

230

300
80

110

170

Customer
Meters

177;811

137,989
23,261

353,079
302;815

265,762

113,006

131,426

Revenues in this operating segment are established by regulatory authorities in the states in which we oper­
ate. These rates are intended to be sufficient to cover the costs of conducting business and to provide a reasonable
return on invested capital. In addition, we transport natural gas for others through our distribution system.

Rates established by regulatory authorities often include cost adjustment mechanisms for costs that (i) are
subject to significant price fluctuations compared to our other costs, (ii) represent a large component of our cost
of service and (iii) are generally outside our controL

Purchased gas cost adjustment mechanisms represent a common form of cost adjustment mechanism. Pur­
chased gas cost adjustment mechanisms provide natural gas distribution companies a method of recovering pur­
chased gas costs on an ongoing basis without filing a rate case because they provide a dollar-for-dollar offset to
increases or decreases in natural gas distribution gas costs. Therefore, although substantially all of our dis­
tribution operating revenues fluctuate with the cost of gas that we purchase, distribution gross profit (which is
defined as operating revenues less purchased gas cost) is generally not affected by fluctuations in the cost of gas.

Additionally, some jurisdictions have introduced performance-based ratemaking adjustments to provide
incentives to distribution companies to minimize purchased gas costs through improved storage management and
use of financial instruments to lock in gas costs. Under the performance-based ratemaking adjustment, purchased
gas costs savings are shared between the utility and its cus tamers.

Our supply of natural gas is provided by a variety of suppliers, including independent producers, marketers
and pipeline companies and withdrawals of gas from proprietary and contracted storage assets. Additionally ~ the
natural gas supply for our Mid-Tex Division includes peaking and spot purchase agreements.

Supply arrangements consist of both base load and swing supply (peaking) quantities and are contracted
from our suppliers on a finn basis with various tenus at market prices. Base load quantities are those that flow at
a constant level throughout the month and swing supply quantities provide the flexibility to change daily quanti­
ties to match increases or decreases in requirements related to weather conditions.
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Except for local production purchases, we select our natural gas suppliers through a competitive bidding
process by periodically requesting proposals from suppliers that have demonstrated that they can provide reliable
service. We select these suppliers based on their ability to deliver gas supply to our designated finn pipeline
receipt points at the lowest reasonable cost. Maj or suppliers during fiscal 2014 were ConocoPhillips Company,
Devon Gas Services, L~P.; Enbridge Marketing (US) Inc., Enterprise Products Operating LLC, Iberdrola Energy
Services, LLC, NJR Energy Services Company" Targa Gas Marketing LLC, Tenaska Gas Storage, LLC, Tenaska
Marketing Ventures, Texla Energy Management, Inc. and Atmos Energy Marketing; LLC, our natural gas
marketing subsidiary ~

The combination of base load, peaking and spot purchase agreements, coupled with the withdrawal of gas
held in storage, allows us the flexibility to adjust to changes in weather, which minimizes our need to enter into
long-term finn commitments, We estimate our peak-day availability of natural gas supply to be approximately
4.4 Bcf. The peak-day demand for our distribution operations in fiscal 2014 was on January 6, 2014, when sales
to customers reached approximately 3.5 Bef. .

Currently) our distribution divisions, except for our Mid-Tex Division, utilize 35 pipeline transportation
companies, both interstate and intrastate, to transport our natural gas. The pipeline transportation agreements are
firm and many of them have "pipeline no-notice" storage sendee, which provides for daily balancing between
system requirements and nominated flowing supplies. These agreements have been negotiated with the shortest
term necessary while still maintaining our right of first refusal. The natural gas supply for our Mid-Tex Division
is delivered primarily by our Atmos Pipeline - Texas Division.

To maintain our deliveries to high priority customers, we have the ability, and have exercised our right, to
curtail deliveries to certain customers under the terms of interruptible contracts or applicable state regulations or
statutes. Our customers' demand on our system is not necessarily indicative of our ability to meet current or
anticipated market demands or immediate delivery requirements because of factors such as the physical limi­
tations of gathering, storage and transmission systems, the duration and severity of cold weather, the availability
of gas reserves from our suppliers" the ability to purchase additional supplies on a short-term basis and actions by
federal and state regulatory authorities, Curtailment rights provide us the flexibility to meet the human-needs
requirements of our customers on a firm basis. Priority allocations imposed by federal and state regulatory agen­
cies, as well as other factors beyond our control, may affect our ability to meet the demands of our customers.
We anticipate no problems with obtaining additional gas supply as needed for our customers.

Regulated Pipeline Segment Overview

OUf regulated pipeline segment consists of the regulated pipeline and storage operations of our Atmos Pipe­
line - Texas Division (APT). APT is one of the largest intrastate pipeline operations in Texas with a heavy
concentration in the established natural gas-producing areas of central, northern and .easternTexas, extending
into or near the major producing areas of the Barnett Shale, the Texas Gulf Coast and the Delaware and Val
Verde Basins of West Texas. Through it"we transport natural gas to our Mid-Tex Division and to third parties
and manage five underground storage reservoirs in Texas, We also provide ancillary services customary in the
pipeline industry including parking and lending arrangements, This segment represents approximately 30 percent
of our consolidated operations.

Gross profit earned from transportation for our Mid-Tex Division, other local distribution companies and
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 Infra­
structure Program (GRIP). GRIP allows us to include in our rate base annually approved capital costs incurred in
the prior calendar year provided that we file a complete rate case at least once every five years. Atmos Pipeline­
Texas' existing regulatory mechanisms allow certain transportation and storage services to be provided under
market-based rates.

Nonregulated Segment Overview

Our nonregulated operations are conducted through Atmos Energy Holdings, Inc. (AEH), a wholly-owned
subsidiary of Atmos Energy Corporation, and typically represent approximately five percent of our consolidated
net income.
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AEH's primary business is to buy, sell and deliver natural gas at competitive prices to approximately 1;000 .
customers located primarily in the Midwest and Southeast areas of the United States. AEH accomplishes this
objective by aggregating and purchasing gas supply, arranging transportation and storage logistics and effectively
managing connnodity price risk.

AEH also earns storage and transportation demand fees primarily from our regulated distribution operations
in Louisiana and Kentucky. These demand fees are subject to regulatory oversight and are renewed periodically.

Ratemaking Activity

Overview

The method of determining regulated rates varies among the states in which our regulated businesses oper­
ate. The regulatory authorities have the responsibility of ensuring that utilities in their jurisdictions operate in the
best interests of customers while providing utility companies the opportunity to earn a reasonable return on their
investment. Generally, each regulatory authority reviews rate requests and establishes a rate structure intended to
generate revenue sufficient to cover the costs of conducting business and to provide a reasonable return on
invested capital.

Our rate strategy focuses on reducing or eliminating regulatory lag, obtaining adequate returns and provid­
ing stable, predictable margins, which benefit both our customers and the Company~ As a result of our rate­
making efforts in recent years, Atmos Energy has:

• Fonnula rate mechanisms in place in three states that provide for an annual rate review and adjustment to
rates for approximately 77 percent of our distribution gross margin.

• Approximately 90 percent of our capital expenditures are recovered within six months.

• Accelerated recovery of capital for approximately 91 percent of our regulated distribution gross margin.

• Enhanced rate recovery that allows us to defer certain elements of our cost of service until they are
included in rates, such as depreciation, ad valorem taxes and pension costs.

• Enhanced rate design in our Mid-Tex and West Texas Divisions (which represent approximately 56 per­
cent of our regulated distribution segment operating income) to increase the customer base charge and
decrease the consumption charge applied to customer usage. This rate design reduces our dependence on
customer consumption in these divisions, which should enable these divisions to earn operating income
more ratably over the fiscal year.

• WNA mechanisms in seven states that serve to minimize the effects of weather on approximately 97 per­
cent of our distribution gross margin.

• The ability to recover the gas cost portion of bad debts for approximately 76 percent of our distribution
gross margin.
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The following table provides a jurisdictional rate summary for our regulated operations. This information is
for regulatory purposes only and may not be representative of our actual financial position.

Authorized
Effective Authorized Debt! Authorized

Date of Last Rate Base Rate of Equity Return
Division Jurisdiction Rate/GRIP Action (tbousands){1) Returnw Ratio on Equity(l)

Atmos Pipeline -Texas Texas 05/01/2011 $807,733 9.36% 50150 11.80%

Atmos Pipeline - Texas -
GRIP ............... a. Texas 05/01/2014 1,169,893 9.36% N/A 11.80%

Colorado-Kansas .......... Colorado 08/26/2014 111,297 8.04% 48/52 9.72%

Kansas 09/04/2014 177,563 7.75% 47/53 9.10%

Kentucky/Mid-States ....... Kentucky 04/22/2014 252,738 7.71% 51/49 '9.80%
Tennessee 11/08/2012 201~359 8.28% 49/51 10.10%
Virginia 09/09/2014 37~456 7.94% 46/54 9.00% - 10.00%

Louisiana ................ Trans LA 04/01/2014 109,940 7.79% 52/48 10.00% - 10.80%
LGS 07/01/2014 309,432 7.79% 49/51 9c80%

Mid-Tex Cities ... II ............. Texas 11/01/2013 1,672,286(3) 8.59% (2) 10.50%

Mid-rex -D~las ........ ~ Texas 06/01/2014 1,798,530(3) 8.31% 48/52 10.10%

Mississippi c •• a ~ •••••• a •• ~ Mississippi 01/07/2014 298~466 8.18% 49/51 9.95%

West Texasv" .. ~ .......... Texas 04/01/2014 324,264 (2) (2) (2)

Annual
Bad Debt Rate Infrastructure Performance-Based

Division Jurisdiction Rider(S) Mechanism Mechanism Rate Program'v WNA Period

Atmos Pipeline - Texas ... Texas No No Yes NIA N/A
Colorado-Kansas ......... Colorado No No No No N/A

Kansas Yes No Yes No October - May

Kentucky/Mid-States . . . . . . Kentucky Yes No Yes Yes November - April

Tennessee Yes No No Yes October - April

Virginia Yes No Yes No January - December

Louisiana •• ~ •• a • • • • • • • • • Trans LA No Yes Yes No December - March
LGS No Yes Yes No December - March

Mid-Tex Cities ...... ~ .... Texas Yes Yes Yes No November - April

Mid-Tex - Dallas ........ Texas Yes Yes Yes No November - April

Mississippi ..... ~ .... ~ ... Mississippi No Yes No Yes November - April

West Texasv" ............ Texas Yes Yes Yes No October - May

(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 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 Mid-Tex Cities and Dallas areas represent "system-wide", or 100
percent, of the Mid-Tex Division's rate base.

(4) On April 1, 2014, a rate case settlement approved by the West Texas Cities reestablished an annual rate
mechanism for all West Texas Division cities except Amarillo, Channing, Dalhart and Lubbock.

(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 distribution companies to minimize purchased
gas costs by allowing the companies and its customers to share the purchased gas costs savings.
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Although substantial progress has been made in recent years by improving rate design and recovery of
investment across Atmos Energy's operating areas, we will continue to seek improvements in rate design to
address cost variations that are related to pass-through energy costs beyond our control and pursue tariffs that
reduce regulatory lag associated with investments. Further, potential changes in federal energy policy and
adverse economic conditions will necessitate continued vigilance by the Company and our regulators in meeting
the challenges presented by these external factors.

Recent Ratemaking Activity

Substantially all of our regulated revenues in the fiscal years ended September 30, 2014, 2013 and 2012
were derived from sales at rates set by or subject to approval by local or state authorities. Net operating income
increases resulting from ratemaking activity totaling $93~3 million, $98.1 million and $30.7 million," became
effective in fiscal 2014, 2013 and 2012, as summarized below:

$19,172
7,044

4,309

167

$30,692

$51,681

20,068

21,819
(226)

$93,342

Annual Increase to Operating
Income For the Fiscal Year Ended September 30

2014 2013 2012
(In thousands)

$30,936

9;152

56,700

1,322

$98,110

Rate Action

Infrastructure pro grams .. . . . . . . . . . . . . . ~ . . . . . . ~ . . . .

Annual rate filing mechanisms . ~ I ••• I • I •••• ~ • I • • • • •

Rate case filings . . . . . . ~ . . ~ . . ~ . . . . K ~ • • • • • • • • • ~ • • • •

Other ratemaking activity ... I •••••••••• I • I I I ••• I ••

Additionally, the following ratemaking efforts were initiated during fiscal 2014 but had not been completed
as of September 30; 2014:

Division Rate Action Jurisdiction
Operating Income

Requested

Kentucky/Mid-States .... I PRPCl)
PRP(2)

Mid-Tex Division ~ ~ . . RRM(3)

Mississippi . ~ .... ~ ~ .. Stable Rate Filing
SGR(4)

Kentucky

Virginia

Mid-Tex Cities

Mississippi

Mississippi

(In thousands)

$ 4~317

170
33,415

8,922

782

$47,606

(1) The Pipeline Replacement Program (pRP) surcharge relates to a long-term program to replace aging infra­
structure. The Kentucky PRP was implemented on October 10, 2014.

(2) The Pipeline Replacement Program (pRP) surcharge relates to a long-term program to replace aging infra­
structure. The Virginia PRP was implemented on October 1~ 2014.

(3) Mid-Tex Cities RRM: rates were put into effect on June 1, 2014, subject to refund. The Company appealed
the Mid-Tex Cities decision to deny the 2013 RRM increase to the Texas Railroad Commission on May 30,
2014. A proposal for decision is expected before the end of the calendar year.

(4) The Mississippi Supplemental Growth Rider (SGR) permits the Company to pursue up to $5.0 million of
eligible industrial growth proj ects beyond the division's normal main extension policies. This is the second
year of the SGR program.

Our recent ratemaldng activity is discussed in greater detail below.

Infrastructure Programs

As discussed above in "Regulated Distribution Segment Overview" and "Regulated Pipeline Segment
Overview," infrastructure programs such as GRIP allow our regulated divisions the opportunity to include in
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their rate base annually approved capital costs incurred in the prior calendar year. We currently have infra­
structure programs in Texas, Kansas; Kentucky" Louisiana and Virginia. The following table summarizes our
infrastructure program filings with effective dates during the fiscal years ended September 30, 2014, 2013 and
2012:

Incremental Net
Period Utility Plant Increase in Annual Effective

Division End Investment Operating Income Date

(In thousands) (In thousands)

2014 Infrastructure Programs:
West Texas(l) ............................. 12/2013 . $ 58,841 $ 858 06/17/2014
Mid-rex - Environsw ...... ~ .. ~ .. w •• ~ ••••• 12/2013 203'1714 881 05/2212014
Atmos Pipeline - Texas .. a ••••• ~ •• ~ ........ w 12/2013 265,050 45,589 05/06/2014
Colorado-Kansas - Kansas ................... 09/2013 9,323 882 02/01/2014
Kentucky/Mid-States - Kentucky ~ .. K •••••••• 09/2014 17'1488 2,493 10/01/2013

KentuckylMid-States - Virginia ............. 09/2014 1,587 210 10101/2013
Mid-Tex - Environsw . ~ .... ~ .. ~ ..... ~ . ~ ... 12/2012 164,681 768 10/01/2013

Tota12014 Infrastructure Programs .... ~ ..... $720,684 $51,681

2~13 Infrastructure Programs:

Atmos Pipeline - Texas ........... ~ ........ 12/2012 $156,440 $26,730 05/07/2013
Colorado-Kansas - Kansas .:F •• :F .................. 09/2012 5,376 601 01/09/2013
Kentucky/Mid-States - Georgia(3)(4) ............. 09/2011 6;519 1,079 10/01/2012
Kentucky/Mid-States - Kentucky'f II1II II ..... ill .. II •• 09/2013 19,296 2,425 10/01/2012
KentuckylMid-States - Virginia ~ ............ 09/2013 756 101 10/01/2012

Total 2013 Infrastructure Programs w ~ •••••••• $188,387 $30,936

2012 Infrastructure Programs:

Mid-Tex Unincorporated (Environsjw II II:IP II ill ... II II ill 12/2011 $145,671 $ 744 06/26/2012
Atmos Pipeline - Texas .................... 1212011 87,210 14,684 04/10/2012
Ken tucky/Mid-States - Georgia(3){4) .......... 09/2010 7,160 1,215 10101/2011
KentuckylMid-States - Kentucky'f • II •• II ... II II II' 09/2012 17,347 2,529 10/01/2011

Total 2012 Infrastructure Programs ... ~ ..... ~ $257,388 $19,172

(I) Incremental net utility plant investment represents the system-wide incremental investment for the West
Texas Division, The increase in annual operating income is for the unincorporated areas of the West Texas
Division only ~

(2) Incremental net utility plant investment represents the system-wide incremental investment for the Mid-Tex
Division. The increase in annual operating income is for the unincorporated areas of the Mid-Tex Division
only.

(3) On April 1, 2013, we completed the sale of our Georgia operations to Liberty Energy (Georgia) Corp., an
affiliate of Algonquin Power & Utilities Corp. The increase in operating income arising from the
implementation of new rates is included as a component of discontinued operations through March 31; 2013.

(4) The Pipeline Replacement Program (PRP) surcharge relates to a long-term program to replace aging infra­
structure.
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Annual Rate Filing Mechanisms

As an instrument to reduce regulatory lag, annual rate filing mechanisms allow us to refresh our rates on an
annual periodic basis without filing a formal rate case. However, these filings still involve discovery by the
appropriate regulatory authorities prior to the final determination of rates under these mechanisms, We currently
have formula rate filing mechanisms in our Louisiana and Mississippi divisions and in a portion of our Texas
divisions. The annual rate filing mechanism is referred to as Dallas annual rate review (DARR) and rate review
mechanisms (RRM) in our Mid-Tex Division, as the RRM in our West Texas Division, as stable rate filings in
the Mississippi Division and the rate stabilization clause in the Louisiana Division. The following table summa­
rizes filings made under our various formula rate filing mechanisms:

Increase
(Decrease) in

Annual
Operating Effective

Division Jurlsdlction Test Year Ended Income Date
(In thousands)

2014 Filings:
Louisiana ~ .................. ~ ..... ~ .. ~ . LGS 12/31/2013 $ 1,383 07/01/2014
Mid-Tex . . . ~ . . . . ~ . . ~ . . . . . .. . . . . . . ~ ~ . . .. . City of Dallas 09/30/2013 5;638 06/01/2014
Louisiana ... "' ... ~ ............. ~ .......... Trans LA 09/30/2013 550 04/01/2014
Mid-Tex ..................... ~ .. ~ .... ~ .. ~ . Mid-Tex Cities 12/31/2012 12,497 11/01/2013

Total 2014 Filings •• II II II •• II 110 ... II 11:11 II II ill II ••• $20,068

2013 Filings:
Louisiana .................... ~ ~ ... ~ .. ~ . LGS 12/31/2012 $ 908 07/01/2013
Mid -Tex . . . . a ~ • • a ~ • a ~ • • • • • ~ • • • • • • .. • • ~ • Ci0/ of Dallas 9/3012012 1,800 06/01/2013
Louisiana . . . . . . . . . . . . . . . .. . ~ . ~ ~ . . . "' ~ . . . TransLa 9/30/2012 2,260 04/01/2013
Kentucky/Mid-States ...... ~ ........... ~ ... Georgia'!' 9/30/2013 743 02/01/2013
Mississippi ................ ~ ... ~ .. a •••• Mississippi 613012012 3,441 11/01/2012

Total 2013 Filings ....... "1: •• ,. ............... $ 9,152

2012 Filings:
Louisiana ~ . . . ~ . . . . ~ . .. ~ . . . . .. . ... ~ . . . ~ . . ~ LGS 12/31/2011 $ 2,324 07/01/2012
Mid-Tex . ~ ... ~ ....... ~ ..... ~ .. ~ ~ ... ~ .. ~ Dallas 9/30/2011 1,204 06/01/2012
Louisiana ............ * ••••• ~ ~ ... ~ •••••• ~ Trans La 9/30/2011 11 04/01/2012
Kentucky/Mid-States ~ . "' ~ . . . ~ .."' . . . "' . . . . . ~ Georgiav 9/30/2011 (818) 02/01/2012
Mississippi . . . .. . . . . . . . . . . . . ~ ~ . .. ~ . . . . . . ~ Mississippi 613012011 4~323 01/11/2012

Total 2012 Filings ~ ....... ~ ............. ~ $ 7,044

(1) On April 1, 2013, we completed the sale of our Georgia operations to Liberty Energy (Georgia) Corp., an
affiliate of Algonquin Power & Utilities Corp. The increase in operating income arising from the
implementation of new rates is included as a component of discontinued operations through March 31J 2013.

During fiscal 2011, the RRC~s Division of Public Safety issued a new rule requiring natural gas distribution
companies with operations in Texas to develop and implement a risk-based program-for the renewal or replace­
ment of distribution facilities, including steel service lines. The rule allows for the deferral of all expenses asso­
ciated with capital expenditures incurred pursuant to this rule until the expenses are included in rates, including
the recording of interest on the deferred expenses.
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Rate Case Filings

A rate case is a formal request from Atmos Energy to a regulatory authority to increase rates that are
charged to customers. Rate cases may also be initiated when the regulatory authorities request us to justify our
rates. This process is referred to as a "show cause" action. Adequate rates are intended to provide for recovery of
the Company's costs as well as a fair rate of return to our shareholders and ensure that we continue to safely
deliver reliable, reasonably priced natural gas service to our customers. The following table summarizes our
recent rate cases:

Division

2014 Rate Case Filings:
Kentucky/Mid-States ~ ~ ~ .. ~ ~ .
Colorado-Kansas .. ~ . . .. .. . . .. . . . . . .. . ~ . . .. ~ . a ~ • a ~ • • • • • • • • a .. •

Colorado-Kansas .
Kentucky!Mid-States ~ ~ .
West Texas " .
Colorado-Kansas . ~ . . . ~ ~ . ~ . . ~ . . ~ . ~ . . ~ ~ . . . . . .. . . .. . . . . . . .. .

Total 2014 Rate Case Filings

2013 Rate Case Filings.'
Mid-Tex . . .. .. . . . .. .. . . . .. .. . .. . . ~ .. ~ ~ .
Kentucky/Mid-States ~ ~ .
West Texas ~

Total 2013 Rate Case Filings ~ .

2012 Rate Case Filings.'
Colorado-Kansas .. ~ ~ ~ .
West Texas - Environs ~ .. ~ .. ~ ~ . ~ .. ~ a a .. ~ ••

Total 2012 Rate Case Filings

State

Virginia
Kansas
Colorado
Kentucky
Texas
Colorado

Texas
Tennessee
Texas

Kansas
Texas

Increase in Annual
Operating Income

(In thousands)

$ 976
2,571
2,400
5;823
8,440
1,609

$21,819

$42,601
7,530
6,569

$56,700

$ 3,764
545

$ 4,309

Effective Date

09/09/2014
09/04/2014
08/26/2014
04/22/2014
04/01/2014
03/01/2014

12/04/2012
11/08/2012

10101/2012

09/01/2012
11/08/2011

Other Ratemaking Activity

The following table summarizes other ratemaking activity during the fiscal years ended September 30, 2014,
2013 and 2012:

Division

2014 Other Rate Activity:
Colorado-Kansas . . . . . . . . . . . . . . . . ..... ~

Total 2014 Other Ra te Activity . . . .. ~ . ~

2013 Other Rate Activity:
Colorado-Kansas . . . . . . . . . .. . . .. . . . ..... ~

Total 2013 Other Rate Activity . . . . . . ..

2012 Other Rate Activity:
Colorado-Kansas . . . . . . . . a ~ • • • • • • • ~ •••

Total 2012 Other Rate Activity .

Increase in
Annual

Operating
Jurisdiction Rate Activity Income

(In thousands)

Kansas Ad Valcrem'" $ (226)

$ (226)

Kansas Ad Valcrem'" $1,322
--
$1;322

Kansas Ad Valorem'!' $ 167
--
$ 167

Effective
Date

02/01/2014

02/01/2013

01/14/2012

(1) The Ad Valorem filing relates to a collection of property taxes in excess of the amount included in our Kan­
sas service area's base rates.
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Other Regulation

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

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

Competition

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

OUf regulated pipeline operations historically faced competition from other existing intrastate pipelines
seeking to provide or arrange transportation, storage and other services for customers. In the last few years, sev­
eral new pipelines have been completed, which has increased the level of competition in this segment of our
business.

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

Employees

At September 30, 2014~ we had 4,761 employees, consisting of 4,650 employees in our regulated operations
and 111 employees in our nonregulated operations.

Available Information

Our Annual Reports on Form lO-K, Quarterly Reports on Form lO-Q, Current Reports on Form 8-K and
other reports, and amendments to those reports, and other forms that we file with or furnish to the Securities and
Exchange Commission (SEC) are available free of charge at our website, www.atmosenergy.com. under
"Publications and Filings" under the "Investors" tab, as soon as reasonably practicable, after we electronically
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file these reports with, or furnish these reports to, the SEC. We will also provide copies of these reports free of
charge upon request to Shareholder Relations at the address and telephone number appearing below:

Shareholder Relations
Atmos Energy Corporation
P.O. Box 650205
Dallas, Texas 75265-0205
972-855-3729

Corporate Governance

In accordance with and pursuant to relevant related rules and regulations of the SEC as well as corporate
governance-related listing standards of the New York Stock Exchange (NYSE), the Board of Directors of the
Company has established and periodically updated our Corporate Governance Guidelines and Code of Conduct,
which is applicable to all directors, officers and employees of the Company. In addition, in accordance with and
pursuant to such NY SE listing standards, our Chief Executive Officer during fiscal 2014, Kim R. Cocklin, certi­
fled to the New York Stock Exchange that he was not aware of any violations by the Company of NYSE corpo­
rate governance listing standards. The Board of Directors also annually reviews and updates, if necessary, the
charters for each of its Audit, Human Resources and Nominating and Corporate Governance Committees. All of
the foregoing documents are posted on the Corporate Governance page of our website. We will also provide
copies of all corporate governance documents free of charge upon request to Shareholder Relations at the address
listed above.

ITEM 1A. Risk Factors.

Our financial and operating results are subj ect to a number of risk factors, many of which are not within our
control. Although we have tried to discuss key risk factors below, please be aware that other or new risks may
prove to be important in the future. Investors should carefully consider the following discussion of risk factors as
well as other information appearing in this report These factors include the following:

The Company is dependent on continued access to the credit and capital markets to execute our business
strategy.

Our long-term debt is currently rated as "investment grade" by Standard & Poor's Corporation, Moody's
Investors Services, Inc. and Fitch Ratings, Ltd. Similar to most companies, we rely upon access to both short­
term and long-term credit and capital markets to satisfy our liquidity requirements. If adverse credit conditions
were to cause a significant limitation on our access to the private and public capital markets, we could see a
reduction in our liquidity~ A significant reduction in our liquidity could in tum trigger a negative change in our
ratings outlook or even a reduction in our credit ratings by one or more of the three credit rating agencies. Such a
downgrade could further limit our access to private credit and!or public capital markets and increase our costs of
borrowing.

Further, if our credit ratings were downgraded; we could be required to provide additionalliquidity to our
nonregulated segment because the commodity financial instrument markets could become unavailable to US~ Our
nonregulated segment depends primarily upon an intercompany lending facility between AEH and Atmos Energy
to finance its working capital needs, supplemented by two small credit facilities with outside lenders. OUf ability
to provide this liquidity to AEH for our nonregulated operations is limited by the terms of the lending arrange­
ment with AEH, which is subject to annual approval by one state regulatory commission.

While we believe we can meet our capital requirements from our operations and the sources of financing
available to us, we can provide no assurance that we will continue to be able to do so in the future, especially if
the market price of natural gas increases significantly in the near term, The future effects on our business, liquid­
ity and financial results of a deterioration of current conditions in the credit and capital markets could be material
and adverse to us, both in the ways described above or in other ways that we do not currently anticipate.
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We are subject to state and local regulations that affect our operations andfinancial results.

OUf regula ted distribution and regulated pipeline segments are subject to regulatory oversight from various
state and local regulatory authorities in the eight states that we serve in our regulated distribution and pipeline
segments. Therefore, our returns are continuously monitored and are subject to challenge for their reasonableness
by the appropriate regulatory authorities or other third-party interveners. In the nonnal.course of business, as a
regulated entity, we often need to place assets in service and establish historical test periods before rate cases that
seek to adjust our allowed returns to recover that investment can be filed. Further, the regulatory review process
can be lengthy. Because of this process, we suffer the negative financial effects of having placed assets in service
without the benefit of rate relief, which is commonly referred to as "regulatory lag." The regulatory process also
involves the risk that regulatory authorities may (i) review our purchases of natural gas and adjust the amount of
our gas costs that we pass through to our customers or (ii) limit the costs we may have incurred from our cost of
service that can be recovered from customers.

A deterioration in economic conditions could adversely affect our customers and negatively impact our
financial results.

Any adverse changes in economic conditions in the United States, especially in the states in which we oper­
ate" similar to the economic downturn we experienced for several years beginning in 2008 could adversely affect
the financial resources of many domestic households and lead to an increase in mortgage defaults and significant
decreases in the values of our customers' homes and investment assets, As a result; our customers could seek to
use even less gas and make it more difficult for them to pay their gas bills. This would likely lead to slower col­
lections and higher than normal levels of accounts receivable. This, in turn, would probably increase our financ­
ing requirements and bad debt expense. Additionally; should economic conditions deteriorate; our industrial
customers could seek alternative energy sources, which could result in lower sales volumes.

Inflation and increased gas costs could adversely impact our customer base and customer collections and
increase our level ofindebtedness.

Inflation has continued to cause increases in some of our operating expenses and has required assets to be
replaced at higher costs. We have a process in place to continually review the adequacy of our distribution gas
rates in relation to the increasing cost of providing service and the inherent regulatory lag in adjusting those gas
rates. Historically~ we have been able to budget and control operating expenses and investments within the
amounts authorized to be collected in rates and intend to continue to do so. However, the ability to control
expenses is an important factor that could impact future financial results.

In addition, rapid increases in the costs of purchased gas would cause us to experience a significant increase
in short-term debt We must pay suppliers for gas when it is purchased, which can be significantly in advance of
when these costs may be recovered through the collection of monthly customer bills for gas delivered. Increases
in purchased gas costs also slow our natural gas distribution collection efforts as customers are more likely to
delay the payment of their gas bills; leading to higher than normal accounts receivable. This could result in
higher short-term debt levels, greater collection efforts and increased bad debt expense.

We are exposed to market risks that are beyond our control, which could adversely affect our financial
results and capital requirements.

Weare subject to market risks beyond our control, including (i) commodity price vola tiIity caused by mar­
ket supply and demand dynamics, counterparty performance or counterparty creditworthiness, and (ii) interest
rate risk.

OUf regulated operations are generally insulated from commodity price risk through its purchased gas cost
mechanisms. Although our nonregulated operations represent only about five percent of our consolidated results,
commodity price volatility experienced in this business segment could lead to some volatility in our earnings.
Our nonregulated segment manages margins and limits risk exposure on the sale of natural gas inventory or the
offsetting fixed-price purchase or sale commitments for physical quantities of natural gas through the use of a
variety of financial instruments. However, contractuallimitations coul d adversely affect our ability to withdraw
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gas from storage, which could cause us to purchase gas at spot prices in a rising market to obtain sufficient
volumes to fulfill customer contracts. We could also realize financial losses on our efforts to limit risk as a result
of volatility in the market prices of the underlying commodities or if a counterparty fails to performunder a con­
tract. Any significant tightening of the credit markets could cause more of our counterparties to fail to perform
than expected. In addition, adverse changes in the creditworthiness of our counterparties could limit the level of
trading activities with these parties and increase the risk that these parties may not perform under a contract
These circumstances could also increase our capital requirements.

Although we manage our business to maintain no open positions related to our physical storage, there are
times when limited net open positions may occur on a short-term basis. Net open positions may increase vola­
tility in our financial condition or results of operations if market prices move in a significantly favorable or
unfavorable manner before the open positions can be closed. The determination of our net open position as of the
end of any particular trading day requires us to make assumptions as to future circumstances, including the use of
gas by our customers in relation to our anticipated storage and market positions. Because the price risk associated
with any net open position at the end of such day may increase if the assumptions are not realized, we review
these assumptions as part of our daily monitoring activities, Further, if the local physical markets do not move
consistently with the NYMEX futures market upon which most of our commodity derivative financial instru­
ments are valued, we could experience increased volatility in the financial results of our nonregulated segment.

With respect to interest rate risk, we have been operating in a relatively low interest-rate environment in
recent years compared to historical norms for both short and long-term interest rates. However, increases in
interest rates could adversely affect our future financial results.

The concentration ofour distribution, pipeline and storage operations in the State ofTexas exposes OUT

operations and financial results to economic conditions, weather patterns and regulatory decisions in
Texas.

Over 50 percent of our regulated distribution customers and most of our regulated pipeline assets and oper­
ations are located in the State of Texas. This concentration of our business in Texas means that our operations
and financial results may be significantly affected by changes in the Texas economy in general, weather patterns
and regulatory decisions by state and local regulatory authorities in Texas.

Our operations are subject to increased competition.

In residential and commercial customer markets, our regulated distribution operations compete with other
energy products, such as electricity and propane. Our primary product competition is with electricity for heating,
water heating and cooking. Increases in the price of natural gas could negatively impact our competitive position
by decreasing the price benefits of natural gas to the consumer, This could adversely impact our business if, as a
result, our customer growth slows, reducing our ability to make capital expenditures, or if our customers further
conserve their use of gas, resulting in reduced gas purchases and customer billings.

In the case of industrial customers, such as manufacturing plants, adverse economic conditions, including
higher gas costs, could cause these customers to use altemative sources of energy, such as electricity, or bypass
our systems in favor of special competitive contracts with lower per-unit costs. Our regulated pipeline operations
historically have faced limited competition from other existing intrastate pipelines and gas marketers seeking to
provide or arrange transportation, storage and other services for customers. However, in the last few years, sev­
era! new pipelines have been completed, which has increased the level of competition in this segment of our
business.

Finally; within our nonregulated operations, AEM competes with other natural gas marketers to provide
natural gas management and other related services primarily to smaller cus tamers requiring higher levels of bal­
ancing, scheduling and otherrelated management services. AEM has experienced increased competition in recent
years from competitors who offer lower cost, basic services.

'Adverse weather conditions could affect OUT operations or financial results.

We have weather-normalized rates for over 95 percent of our residential and commercial meters in our regu­
lated distribution business, which substantially mitigates the adverse effects of warmer-than-normal weather for
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meters in those service areas. However, there is no assurance that we will continue to receive such regulatory
protection from adverse weather in our rates in the future. The loss of such weather-normalized rates could have

.an adverse effect on our operations and financial results. In addition, our regulated distribution and regulated
pipeline operating results may continue to vary somewhat with the actual temperatures during the winter heating
season. Sustained cold weather could adversely affect our nonregulated operations as we may be required to
purchase gas at spot rates in a rising market to obtain sufficient volumes to fulfill some customer contracts. Adell­
tionalIy, sustained cold weather could challenge our ability to adequately meet customer demand in our natural
gas distribution and pipeline and storage operations.

Our growth in the future may be limited by the nature ofour business, which requires extensive capital
spending.

We must continually build additional capacity in our regulated distribution system to enable us to serve any
growth in the number of our customers. The cost of adding this capacity may be affected by a number of factors,
including the general state of the economy and weather. In addition; although we should ultimately recover the
cost of the expenditures through rates, we must make significant capital expenditures to comply with rules issued
by the RRC~s Division of Public Safety that require natural gas distribution companies to develop and implement
risk-based pro grams for the renewal or replacement of distribution facilities, including steel service lines. Our
cash flows from operations generally are sufficient to supply funding for all our capital expenditures, including
the financing of the costs of new construction along with capital expenditures necessary to maintain our existing
natural gas system. Due to the timing of these cash flows and capital expenditures; we often must fund at least a
portion of these costs through borrowing funds from third-party lenders; the cost and availability of which is
dependent on the liquidity of the credit markets, interest rates and other market conditions. This in tum may limit
our ability to connect new customers to our system due to constraints on the amount of funds we can invest in our
infrastructure.

The costs ofproviding health care benefits, pension andpostretirement health care benefits and related
funding requirements may increase substantially~

We provide health care benefits" a cash-balance pension plan and postretirement health care benefits to eligi­
ble full- time employees. The costs of providing health care benefits to our employees could significant!y increase
over time due to rapidly increasing health care inflation, the impact of the Health Care Reform Act of 2010
(HeR) and any future legislative changes related to the provision of health care benefits. The impact of addi­
tional costs incurred by the health insurance industry arising from the implementation of HeR, which are likely
to be passed on to the Company, are difficult to measure at this time.

The costs of providing a cash-balance pension plan and postretirement health care benefits to eligible full­
time employees and related funding requirements could be influenced by changes in the market value of the
assets funding our pension and postretirement health care plans. Any significant declines in the value of these
investments due to sustained declines in equity markets or a reduction in bond yields could increase the costs of
our pension and postretirement health care plans and related funding requirements in the future. Further, our
costs of providing such benefits and related funding requirements are also subj ect to a number of factors, inelud­
fig (i) changing demographics; including longer life expectancy of beneficiaries and an expected increase in the
number of eligible former employees over the next five to ten years; (ii) various actuarial calculations and
assumptions which may differ materially from actual results due primarily to changing market and economic
conditions; including changes in interest rates; and higher or lower withdrawal rates; and (iii) future government
regulation..

The costs to the Company of providing these benefits and related funding requirements could also increase
materially in the future, depending on the timing of the recovery, if any, of such costs through our rates.

The inability to continue to hire, train and retain operational, technical and managerialpersonnel could
adversely affect our results ofoperations.

The average age of the employee base of Atmos Energy has been increasing for a number of years, with a
number of employees becoming eligible to retire within the next five to 10 years. If we were unable to hire
appropriate personnel to fill future needs, the Company could encounter operating challenges and increased
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costs, primarily due to a loss of knowledge, errors due to inexperience or the lengthy time period typically
required to adequately train replacement personnel. In addition, higher costs could result from the increased use
of contractors to replace retiring employees, loss of productivity or increased safety compliance issues. The
inability to hire, train and retain new operational, technical and managerial personnel adequately and to transfer
institutional knowledge and expertise could adversely affect our ability to manage and operate our business. If we
were unable to hire, train and retain appropriately qualified personnel, our results of operations could be
adversely affected.

We may experience increased federal, state and local regulation ofthe safety ofour operations.

We are committed to constantly monitoring and maintaining our pipeline and distribution system to ensure
that natural gas is delivered safely, reliably and. efficiently through our network of more than 72~OOO miles of
pipeline and distribution lines. The pipeline replacement programs currently underway in several of our divisions
typify the preventive maintenance and continual renewal that we perform on our natural gas distribution system
in the eight states in which we currently operate. The safety and protection of the public, our customers and our
employees is our top priority, However, due primarily to the unfortunate pipeline incident in California in 2010,
natural gas distribution and pipeline companies have continued to face increasing federal, state and local over­
sight of the safety of their operations.. Although we believe these costs should be ultimately recoverable through
our rates, the costs of complying with such increased laws and regulations may have at least a short-term adverse
impact on our operating costs and financial results. '

Some ofour operations are subject to increasedfederal regulatory oversight that could affect our operations
andfinancial results.

FERC has regulatory authority over some of our operations, including sales of natural gas in the wholesale
gas market and the use and release of interstate pipeline and storage capacity. PERC has adopted rules designed
to prevent market power abuse and market manipulation and to promote compliance with FERC's other rules,
policies and orders by companies engaged in the sale, purchase, transportation or storage of natural gas in inter­
state commerce. These rules carry increased penalties for violations.. Although we have taken steps to structure
current and future transactions to comply with applicable current FERC regulations, changes in PERC regu­
lations or their interpretation by PERC or additional regulations issued by PERC in the future could also
adversely affect our business, fmancial condition or financial results ..

We are subject to environmental regulations which could adversely affect our operations or financial
results.

Weare subject to laws, regulations and other legal requirements enacted or adopted by federal, state and
local governmental authorities relating to protection of the environment and health and safety matters, including
those that govern discharges of substances into the air and water, the management and disposal of hazardous
substances and waste; the clean-up of contaminated sites, groundwater quality and availability, plant and wildlife
protection, as well as work practices related to employee health and safety, Environmental legislation also
requires that our facilities, sites and other properties associated with our operations be operated, maintained,
abandoned and reclaimed to the satisfaction of applicable regulatory authorities. Failure to comply with these
laws, regulations, permits and licenses may expose us to fines, penalties or interruptions in our operations that
could be significant to our financial results. In addition, existing environmental regulations may be revised or our
operations may become subject to new regulations.

The operations andfinancial results of the Company could be adversely impacted as a result ofclimate
changes or related additional legislation or regulation in the future.

To the extent climate changes occur, our businesses could be adversely impacted, although we believe it is
likely that any such resulting impacts would occur very gradually over a long period of time and .thus would be
difficult to quantify with any degree of specificity. To the extent climate changes would result in watmer
temperatures in our service territories, financial results from our regulated distribution segment could be
adversely affected through lower gas volumes and revenues, with our regulated pipeline segment also likely
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experiencing lower volumes and revenues as well. Such climate changes could also cause shifts in population,
including customers moving away from our service territories near the Gulf Coast in Louisiana and Mis-
sissippi. Another possible climate change would be more frequent and more severe weather events, such as
hurricanes and tornados, which could increase our costs to repair damaged facilities and restore service to our
customers. If we were unable to deliver natural gas to our customers, our financial results would be impacted by
lost revenues, and we generally would have to seek approval from regulators to recover restoration costs, To the
extent we would be unable to recover those costs, or if higher rates resulting from our recovery of such costs
would result in reduced demand for our services, our future business; financial condition or financial results
could be adversely impacted. In addition, there have been a number of federal and state legislative and regulatory
initiatives proposed in recent years in an attempt to control or limit the effects of global warming and overall
climate change, including greenhouse gas emissions, such as carbon dioxide.. The adoption of this type of legis­
lation by Congress or similar legislation by states or the adoption of related regulations by federal or state"
governments mandating a substantial reduction in greenhouse gas emissions in the future could have far-reaching
and significant impacts on the energy industry. Such new legislation or regulations could result in increased
compliance costs for us or additional operating restrictions on our business, affect the demand for natural gas or
impact the prices we charge to our customers. At this time, we cannot predict the potential impact of such laws or
regulations that may be adopted on our future business, financial condition or financial results.

Distributing, transporting and storing natural gas involve risks that may result in accidents and additional
operating costs.

Our regulated distribudon and regulated pipeline businesses involve a number of hazards and operating risks
that cannot be completely avoided, such as leaks, accidents and operational problems, which could cause loss of
human life, as well as substantial financial losses resulting from property damage, damage to the environment
and to our operations. We maintain liability and property insurance coverage in place for many of these hazards
and risks. However ~ because some of our pipeline, storage and distribution facilities are near or are in populated
areas, any loss of human life or adverse financial results resulting from such events could be large. If these events
were not fully covered by our generalliability and property insurance, which policies are subject to certain limits
and deductibles, our operations or financial results could be adversely affected.

Cyber...attacks or acts of cyber-terrorism could disrupt our business operations and information technology
systems or result in the loss or exposure ofconfidential or sensitive customer, employee or Company
information.

OUf business operations and information technology systems may be vulnerable to an attack by individuals
or organizations intending to disrupt our business operations and information technology systems. We use such
systems to manage our distribution and intrastate pipeline operations and other business processes. Disruption of
those systems could adversely impact our ability to safely deliver natural gas to our customers, operate our pipe­
line systems or serve our customers timely. Accordingly, if such an attack or act of terrorism were to occur, our
operations and financial results could be adversely affected. In addition, we use our information technology sys­
tems to protect confidential or sensitive customer, employee and Company information developed and main­
tained in the normal course of our business. Any attack on "such systems that would result in the unauthorized
release of customer, employee or other confidential or sensitive data could have a material adverse effect on our
business reputation, increase our costs and expose us to additional material legal claims and liability. Even
though we have insurance coverage in place for many of these cyber-related risks, if such an attack or act of ter­
rorism were to occur, our operations and financial results could be adversely affected.

Natural disasters, terrorist activities or other significant events could adversely affect our operations or
financial results.

Natural disasters are always a threat to our assets and operations. In addition; the threat of terrorist activities
could lead to increased economic instability and volatility in the price of natural gas that could affect our operations.
Also, companies in our industry may face a heightened risk of exposure to actual acts of terrorism, which could
subject our operations to increased risks. As a result, the availability of insurance covering such risks may become
more limited, which could increase the risk that an event could adversely affect our operations or financial results.
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ITEM lB. Unresolved Staff Comments.

Nat applicable.

ITEM 2. Properties.

Distribution, transmission and related assets

At September 30, 2014, in our regulated distribution segment, we owned an aggregate of 67,725 miles of
underground distribution and transmission mains throughout our distribution systems.. These mains are located on
easements or rights-of-way which generally provide for perpetual use. We maintain our mains through a program
of continuous inspection and repair and believe that our system of mains is in good condition. Through our regu­
lated pipeline segment we owned 5,410 miles of gas transmission and gathering lines as well as 113 miles of
transmission and gathering lines through our nonregulated segment.

Storage Assets

We own underground gas storage facilities in several states to supplement the supply of natural gas in peri­
ods of peak: demand. The following table summarizes certain information regarding our underground gas storage
facilities at September 30, 2014:

Maximum
Total Daily Delivery

Usable Capacity Cushion Gas Capacity Capability
State (Mel) (Mcf){1) (Met) (Me!)

Regulated Distribution Segment
Kentucky .... ~ . . . .. . . .. . . .. . . . . . . . . ~ . 4,442,696 6,322,283· 10,764,979 105)100

Kansas ... ~ . . . z ~ • • w • • w • • ~ • • ~ • • • • • • 3,239,000 2,300;000 5;539,000 45,000

Mississippi .............................. 1,907,571 2,442,917 4,350,488 31,000

Total . . . . . . . . . . . . ~ .. ~ ........... 9;589,267 11,065,200 20,654,467 181,100

Regulated Pipeline Segment - Texas . . . 46,083,549 15,878,025 61,961,574 1,235,000

Nonregulated Segment
Kentucky .......................... 3,438,900 3,240,000 6,678;900 67,500

Louisiana ............................ 438,583 300,973 739,556 56,000

Total . . . . . . . . . . . . . . . . .. . . . .. . . .. . . . 3,877,483 3,540,973 7~418,456 123,500

Total ~... ~ . . .'. . . . a • • • • • • • • * • • • • • • 59,550,299 30,484,198 90~O34,497 1,539,600

(1) Cushion gas represents the volume of gas that must be retained in a facility to maintain reservoir pressure.

20



CASE NO. 2015-00343
FR_16(7)(p)

ATIACHMENT 1

Additionally, we contract for storage service in underground storage facilities on many of the interstate pipe­
lines serving us to supplement our proprietary storage capacity. The following table summarizes our contracted
storage capacity at September 30; 2014:

Total Contracted Storage Capacity ~ .... a •••••• ~ ••••••••••••••••••••••••

Atmos Energy Marketing, LLC

Trans Louisiana Gas Pipeline, Inc.

Total ~ . . . . . . ~ . . . . . . . ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Nonregulated Segment

Segment

Regulated Distribution Segment

Total

Division/Company

Colorado-Kansas Division

Kentucky/Mid-States Division

Louisiana Division

Mid-rex Division

Mississippi Division

West Texas Division

Maximum
Maximum Daily

Storage Withdrawal
Quantity Quantity
(MMBtu) (1\tDWQ){l)

5,261;909 118,889

11,081,603 245,766

2,663,539 157,743

2,500,000 125,000
3,895;429 168,322

4~OOO,OOO 126,000

29,402,480 941,720

8,026,869 250,937

1,674,000 67,507

9,700,869 318,444

39,103,349 1,260,164

(1) Maximum daily withdrawal quantity (MDWQ) amounts will fluctuate depending upon the season and the
month. Unless otherwise noted, MDWQ amounts represent the MDWQ amounts as of November 1, which is
the beginning of the winter heating season.

Offices

Our administrative offices and corporate headquarters are consolidated in a leased facility in Dallas, Texas.
We also maintain field offices throughout our service territory, the majority of which are located in leased facili­
ties. The headquarters for our nonregulated operations are in Houston, Texas, with offices in Houston and other
locations, primarily in leased facilities.

ITEM 3. Legal Proceedings.

See Note 10 to the consolidated financial statements.

ITEM 4. Mine Safety Disclosures.

Not applicable.
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PART II

ITEM 5.. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities ~

Our stock trades on the New York Stock Exchange under the trading symbol "ATO~"Thehigh and low sale
prices and dividends paid per share of our common stock for fiscal 2014 and 2013 are listed below. The high and
low prices listed are the closing NYSE quotes, as reported on the NYSE composite tape; for shares of our com­
mon stock:

Fiscal 2014 Fiscal 2013

Dividends Dividends
High Low Paid High Low Paid

Quarter ended:
December 31 ....... II II. II II ill II. II. II ............ $47~O6 $41.08 $0.37 $36.86 $33.20 $0.35

March 31 .. II II II .. II ............ II ........... II ... II .. 48.01 44.19 0.37 42.69 35.11 0.35

June 30 .. ~ ~ .......... ~ . . ............ ~ 53a40 46.94 0.37 44.87 38~59 0.35

September 30 .................. ~ .. ~ .. ~ 52.68 47.01 0.37 45.19 39~40 O~35-- --
si.as $1.40

Dividends are payable at the discretion of our Board of Directors out of legally available funds. The Board
of Directors typically declares elividends in the same fiscal quarter in which they are paid. The number of record
holders of our common stock on October 31,2014 was 15,751. Future payments of dividends, and theamounts of
these dividends, will depend on our financial condition, results of operations, capital requirements and other fac­
tors. We sold no securities during fisca12014 that were not registered under the Securities Act of 1933, as
amendeda
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Performance Graph

The performance graph and table below compares the yearly percentage change in our total return to share­
holders for the last five fiscal years with the total return of the S&P 500 Stock Index and the cumulative total
return of a customized peer company group, the Comparison Company Index. The Comparison Company Index
is comprised of natural gas distribution companies with similar revenues, market capitalizations and asset bases
to that of the Company. The graph and table below assume that $100.00 was invested on September 30, 2009 in
our common stock, the S&P 500 Index and in the common stock of the companies in the Comparison Company
Index, as well as a reinvestment of dividends paid on such investments throughout the period.

Comparison of Five-Year Cumulative Total Return
among Atmos Energy Corporation, S&P 500 Index

and Comparison Company Index
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-+-- Atmos Energy Corporation S&P 500 -.-Peer Group

Cumulative Total Return
9/30/2009 9/30/2010 9/30/2011 9/30/2012 9/30/2013 9/3012014

Atmos Energy Corporation . ~ . . . 100.00 108.92 126.03 144.89 178.67 206.41
S&P 500 ~ ~ 100.00 110.16 111~42 145.07 173.13 207.30
Peer Group ~ . ~ 100.00 132.53 155.94 188.48 221.32 266.62

The Comparison Company Index contains a hybrid group of utility companies, primarily natural gas dis-
tribution companies, recommended by our independent executive compensation consulting finn and approved by
the Board of Directors. The companies included in the index are AGL Resources Inc., CenterPoint Energy,
Resources Corporation, eMS Energy Corporation, Integrys Energy Group, Inc., National Fuel Gas, NiSource
Inc., ONEOK Inc., Piedmont Natural Gas Company, Inc., Questar Corporation, Vectren Corporation and WGL
Holdings, Inc.
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The following table sets forth the number of securities authorized for issuance under our equity compensa­
tion plans at September 30) 2014.

Equity compensation plans approved
by security holders:

1998 Long-Term Incentive Plan ... w • a ~

Total equity compensation plans
approved by security holders . . a • • ~

Equity compensation plans not
approved by security holders . . . . . K

Total .

Number of
securities to be issued

upon exercise of
outstanding options,
warrants and rights

(a)

Weighted-average
exercise price of

outstanding options,
warrants and rights

(b)

$

$

Number of securities remaining
available for future issuance
under equity compensation
plans (excluding securities

reflected in column (a))
(c)

845,139

On September 28, 2011, the Board of Directors approved a program authorizing the repurchase of up to five
million shares of common stock over a five-year period. The program is primarily intended to minimize the dilu­
tive effect of equity grants under various benefit related incentive compensation plans of the Companya Although
the program is authorized for a five-year period, it may be terminated or limited at any time. Shares may be
repurchased in the open market or in privately negotiated transactions in amounts the Company deems appro­
priate, We did not repurchase any shares during fisca12014. At September 30, 2014, there were 4,6t2,009 shares
of repurchase authority remaining under the program.

ITEM 6~ Selected Financial Data.

The following table sets forth selected financial data of the Company and should be read in conjunction with
the consolidated financial statements included herein.

Fiscal Year Ended September 30
2014 2013 2012(1) 2011(1) 2010

(In thousands, except per share data)

Results of Operations
Operating revenues ................ $4,940,916 $3,875,460 $3,436,162 $4,286,435 $4,661,060
Gross profit ......... ~ . . . . . . . . . . . ~ $1,582,426 $1,412,050 $1,323~739 $1~300;820 $1,314,136
Income from continuing operations •• a $ 289,817 $ 230,698 $ 192,196 $ 189,588 $ 189,851
Net income • f ..................... II ......... $ 289,817 $ 243,194 $ 216,717 $ 207,601 $ 205,839
Diluted income per share from

continuing operations ~ ..... ~ ..... $ 2.96 $ 2.50 $ 2.10 $ 2.07 $ 2.03
Diluted net income per share . . . w • • • • • $ 2.96 $ 2.64 $ 2c37 $ 2.27 $ 2.20
Cash dividends declared per share .... $ 1.48 $ 1.40 $ 1.38 $ 1.36 $ 1.34
Financial Condition
Net property, plant and equipment'f ... $6,725,906 $6,030,655 $5,475,604 $5,147,918 $4,793,075
Total assets ................. ,. .......... $8,594,704 $7,934,268 $7,495,675 $7,282,871 $6,763,791
Capitalization:

Shareholders' equity ............. $3,086,232 $2,580,409 $2,359,243 $2,255,421 $2,178,348
Long-term debt (excluding current

maturities) .".................. 2,455,986 2,455,671 1,956,305 2,206,117 1,809,551

Total capitalization . ~ . . . ~ . . ~ . . ~ ~ . . . $5,542,218 $5,036,080 $4,315,548 $4,461,538 $3,987,899

(1) Financial results for fiscal years 2012 and 2011 reflect a $5.3 million and a $30.3 million pre-tax loss for the
impairment of certain assets.

(2) Amounts shown for fiscal 2012 and 2011 are net of assets held for sale.

24



CASE NO. 2015 MQ0343

FR_16(7)(p)
ATIACHMENT 1

ITEM 7" Management's Discussion and Analysis ofFinancial Condition and Results of Operations.

INTRODUCTION

This section provides management's discussion of the financial condition, changes in financial condition
and results of operations of Atmos Energy Corporation and its consolidated subsidiaries with specific
information on results of operations and liquidity and capital resources. It includes management; s interpretation
of our financial results, the factors affecting these results, the major factors expected to affect future operating
results and future investment and financing plans. This discussion should be read in conjunction with our con­
solidated financial statements and notes thereto.

Several factors exist that could influence our future financial performance, some of which are described in
Item lA above, "Risk Factors". They should be considered in connection with evaluating forward-looking state­
ments contained in this report or otherwise made by or on behalf of us since these factors could cause actual
results and conditions to differ materially from those set out in such forward-looking statements.

Cautionary Statement/or the Purposes ofthe Safe Harbor under the Private Securities Litigation Reform
Act of1995

The statements contained in this Annual Report on Form lO-K may contain "forward-looking statements"
within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act
of 1934. All statements other than statements of historical fact included in this Report are forward-looking state­
ments made in good faith by us and are intended to qualify for the safe harbor from liability established by the
Private Securities Litigation Reform Act of 1995. When used in this Report, or any other of our documents or
oral presentations, the words "anticipate", "believe", "estimate", "expect", "forecast", "goal", "intend",
"objective"; "plan", "projection", "seek", "strategy" or similar words are intended to identify forward-looking
statements. Such forward-looking statements are subject to risks and uncertainties that could cause actual results
to differ materially from those expressed or implied in the statements relating to our strategy, operations, mar­
kets, services, rates, recovery of costs, availability of gas supply and other factors. These risks and uncertainties
include the following: our ability to continue to access the credit markets to satisfy our liquidity requirements;
regulatory trends and decisions, including the impact of rate proceedings before various state regulatory commis­
sions; the impact of adverse economic conditions on our customers; the effects of inflation and changes in the
availability and price of natural gas; market risks beyond our control affecting our risk management activities,
including commodity price volatility, counterparty creditworthiness or performance and interest rate risk; the
concentration of our distribution, pipeline and storage operations in Texas; increased competition from energy
suppliers and alternative forms of energy; adverse weather conditions; the capital-intensive nature of our regu­
lated distribution business; increased costs of providing health care benefits along with pension and postretire­
ment health care benefits and increased funding requirements; the inability to continue to hire, train and retain
appropriate personnel; possible increased federal, state and local regulation of the safety of our operations;
increased federal regulatory oversight and potential penalties; the impact of environmental regulations on our
business; the impact of climate changes or related additional legislation or regulation in the future; the inherent
hazards and risks involved in operating our distribution and pipeline and storage businesses; the threat of cyber­
attacks or acts of cyber-terrorism that could disrupt our business operations and information technology systems;
natural disasters, terrorist activities or other events and other risks and uncertainties discussed herein, all of which
are difficult to predict and many of which are beyond our control. Accordingly; while we believe these forward­
looking statements to be reasonable, there can be no assurance that they will approximate actual experience or
that the expectations derived from them will be realized. Further; we undertake no obligation to update or revise
any of our forward-looking statements whether as a result of new information, future events or otherwise.

CRITICAL ACCOUNTING POLICIES

Our consolidated financial statements were prepared in accordance with accounting principles generally
accepted in the United States. Preparation of these financial statements requires us to make estimates and judg­
ments that affect the reported amounts of assets, liabilities, revenues and expenses and the related disclosures of
contingent assets and liabilities. We base our estimates on historical experience and various other assumptions
that we believe to be reasonable under the circumstances. Actual results may differ from estimates.
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OUf significant accounting policies are discussed in Note 2 to our consolidated financial statements. The
accounting policies discussed below are both important to the presentation of our financial condition and results
of operations and require management to make difficult, subjective or complex accounting estimates. Accord­
ingly; these critical accounting policies are reviewed periodically by the Audit Committee of the Board of Direc­
tors.

Critical
Accounting Policy

Regulation .

Unbilled Revenue .

Summary of Policy

Our regulated distribution and pipeline operations
meet"the criteria of a cost-based, rate-regulated
entity under accounting principles generally
accepted in the United States. Accordingly, the
financial results for these operations reflect the
effects of the ratemaking and accounting practices
and policies of the various regulatory commis­
sions to which we are subject

As a result, certain costs that would normally be
expensed under accounting principles generally
accepted in the United States are permitted to be
capitalized or deferred on the balance sheet
because it is probable they can be recovered
through rates. Further, regulation may impact the
period in which revenues or expenses are recog­
nized. The amounts to be recovered or recognized
are based upon historical experience and our
understanding of the regulations.

Discontinuing the application of this method of
accounting for regulatory assets and liabilities
could significantly increase our operating
expenses as fewer costs would like!y be cap­
italized or deferred on the balance sheet; which
could reduce our net income.

We follow the revenue accrual method of account­
ing for regulated distribution segment revenues
whereby revenues attributable to gas delivered to
customers, but not yet billed under the cycle bill­
ing method, are estimated and accrued and the
related costs are charged to expense,

On occasion, we arepermitted to implement new
rates that have not been formally approved by our
regulatory authorities; which are subject to refund,
We recognize this revenue and establish a reserve
for amounts that could be refunded based on our
experience for the jurisdiction in which the rates
were implemented.
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Factors Influencing
Application of the Policy

Decisions of regulatory
authorities

Issuance of new
regulations

Assessing the probability
of the recoverability of
deferred costs

Estimates of delivered
sales volumes based on
actual tariff information
and weather information
and estimates of customer
consumption and/or
behavior

. Estimates of purchased
gas costs related to esti­
mated deliveries

Estimates of uncollectible
amounts billed subject to
refund
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Pension and other
postretirem.ent plans . . . . .

Summary of Policy

Pension and other postretirement plan costs and
liabilities are determined on an actuarial basis
using a September 30 measurement date and are
affected by numerous assumptions and estimates
including the market value of plan assets, esti­
mates of the expected return on plan assets,
assumed discount rates and current demographic
and actuarial mortality data. The assumed discount
rate and the expected return are the assumptions
that generally have the most significant impact on
our pension costs and liabilities. The assumed
discount rate, the assumed health care cost trend
rate and assumed rates of retirement generally
have the most significant impact on our
postretirement plan costs and liabilities.

The discount rate is utilized principally in calculat­
ing the actuarial present value of our pension and
postretirement obligations and net periodic pension
and postretirement benefit plan costs. When estab­
lishing our discount rate, we consider high quality
corporate bond rates based on bonds available in the
marketplace that are suitable for settling the obliga­
tions, changes in those rates from the prior year and
the implied discount rate that is derived from
matching our projected benefit disbursements with
currently available high quality corporate bonds.

The expected long-term rate ofretum on assets is
utilized in calculating the expected return on plan
assets component of our annual pension and post­
retirement plan costs. We estimate the expected
return on plan assets by evaluating expected bond
returns, equity risk premiums, asset allocations, the
effects of active plan management, the impact of
periodic plan asset rebalancing and historical per­
formance. We also consider the guidance from our
investment advisors in making a final determination
of our expected rate of return on assets. To the
extent the actual rate of return on assets realized
over the course of a year is greater than or less than
the assumed rate, that year's annual pension or
postretirement plan costs are not affected. Rather,
this gain or loss reduces or increases future pension
or postretirement plan costs over a period of
approximately ten to twelve years.

The market-related value of our plan assets repre­
sents the fair market value of the plan assets,
adjusted to smooth out short-term market fluctua­
tions over a five-year period. The use of this meth­
odolo gy will delay the impact of current market
fluctuations on the pension expense for the period.
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Factors Influencing
Application of tbe Policy

General economic and
market conditions

Assumed investment
returns by asset class

Assumed future salary
increases

Proj ected timing of future
cash disbursements

Health care cost experi­
ence trends

Participant demographic
information

Actuarial mortality
assumptions

Impact of legislation

Impact of regulation
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Factors Influencing
Application of the Policy

We estimate the assumed health care cost trend rate
used in determining our postretirement net expense
based upon our actual health care cost experience,
the effects of recently enacted legislation and gen­
eral economic conditions. Our assumed rate of
retirement is estimated based upon our annual
review of our participant census information as of
the measurement dated.

Contingencies ~ ... ~ . . . . . .. In the normal course of business, we are con­
fronted with issues or events that may result in a
contingent liability. These generally relate to
uncollectible receivables, lawsuits, claims made
by third parties or the action of various regulatory
agencies. We recognize these contingencies in our
consolidated financial statements when we
determine, based on currently available facts and
circumstances it is probable that a liability has
been incurred or an asset will not be recovered,
and an amount can be reasonably estimated.

Actual results may differ from estimates, depend­
ing on actual outcomes or changes in the facts or
expectations surrounding each potential exposure.
Changes in the estimates related to contingencies
could have a negative impact on our consolidated
results of operations, cash flows or financial posi­
tion. Our contingencies are further discussed in
Note 10 to our consolidated financial statements.

Currently available facts

Management' s estimate of
future resolution

Financial instruments and
hedging activities ~ We use financial instruments to mitigate commod­

ity price risk and interest rate risk. The objectives
for using financial instruments have been tailored
to meet the needs of our regulated and non­
regulated businesses. These objectives are more
fully described in Nate 12 to the consolidated
financial statements.

We record all of our financial instruments on the
balance sheet at fair value as required by account­
ing principles generally acceptedin the United
States, with changes in fair value ultimately
recorded in the income statement. The recognition
of the changes in fair value of these financial
instruments recorded in the income statement is
contingent upon whether the financial instrument
has been designated and qualifies as a part of a
hedging relationship or if regulatory rulings require
a different accounting treatment. Our accounting
elections for financial instruments and hedging
activities utilized are more fully described in
Nate 12 to the consolidated financial statements.
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Designation of contracts
under the hedge account­
ing rules

Judgment in the applica­
tion of accounting guid­
ance

Assessment of the proba­
hili ty that future hedged
transactions will occur

Changes in market con­
ditions and the related
impact on the fair value of
the hedged item and the
associated designated
financial instrument

Changes in the effective­
ness of the hedge relation­
ship
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Accounting Policy

Fair Value
Measurements

Summary of Policy

The criteria used to determine if a financial instru­
ment meets the definition of a derivative and quali­
ties for hedge accounting treatment are complex
and require management to exercise professional
judgment. Further; as more fully discussed below,
significant changes in the fair value of these finan­
cial instruments could materially impact our finan­
cial position, results of operations or cash flows,
Finally, changes in the effectiveness of the hedge
relationship could impact the accounting treatment.

We report certain assets and liabilities at fair
value, which is defined as the price that would be
received to sell an asset or paid to transfer a
liability in an orderly transaction between market
participants at the measurement date (exit price) ~

The fair value of our financial instruments is subject
to potentiallysignificant volatilitybased on numer­
ous considerations including, but not limited to
changes in commodity prices, interest rates, maturity
and settlementof thesefinancial instruments,

Prices actively quoted on national exchanges are
used to determine the fair value of most of our
assets and liabilities recorded on our balance sheet
at fair value. Within our nonregulated operations;
we utilize a mid-market pricing convention (the
mid-point between the bid and ask prices) for
determining fair value measurement, as permitted
under current accounting standards. Values
denved from these sources reflect the market in
which transactions involving these financial
instruments are executed,

We utilize models and other valuation methods to
determine fair value when external sources are not
available. Values are adjusted to reflect the paten­
rial impact of an orderly liquidation of our positions
over a reasonable period of time under then-current
market conditions.

We believe the market prices and models used to
value these financial instruments represent the
best information available with respect to the
market in which transactions involving these
financial instruments are executed, the closing
exchange and over-the-counter quotations, time
value and volatility factors underlying the con­
tracts.

Fair-value estimates also consider our own cred­
itworthiness and the creditworthiness of the coun­
terparties involved. Our counterparties consist
primarily of financial institutions and maj or
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Factors Influencing
Application of the Policy

General economic and
market conditions

Volatility in underlying
market conditions

Maturity dates of financial
instruments

Creditworthiness of our
counterparties

Creditworthiness of
Atmos Energy

Impact of credit risk mid­
gation activities on the
assessment of the cred­
itworthiness of Atmos
Energy and its counter­
parties



Critical
Accounting Policy Summary of Policy

energy companies, This concentration of counter­
parties may materially impact our exposure to
credit risk resulting from market, economic or
regulatory conditions. We seek to minimize coun­
terparty credit risk through an evaluation of their
financial condition and credit ra tings and the use
of collateral requirements under certain circum­
stances.

Impairment assessments ... We review the carrying valueof our long-lived
assets, including goodwill and identifiable
intangibles, wheneverevents or changesin circum­
stance indicate that such carrying values may not be
recoverable, and at least annuallyfor goodwill, as
requiredby U.5. accountingstandards.

The evaluation of our goodwill balances and other
long-livedassets or identi.fiable assets for which
uncertaintyexists regarding the recoverability of the
carryingvalue of.sucb assets involves the assessment
of future cash flows and external market conditions
and other subjectivefactors that could impact the
estimationof future cash flows including,but not
limited to the commodity prices, the amount and
timing of future cash flows, future growth rates and
the discount rate. Unforeseenevents and changesin
circumstances or market conditionscould adversely
affect these estimates,which could result in an
impairmentcharge.

RESULTS OF OPERATIONS

Overview
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Factors Influencing
Application of the Policy

General economic and
market conditions

Projected timing and
amount of future dis­
counted cash flows

Judgment in the evaluation
of relevant data

AtmosEnergy Corporation strives to operate its businessessafely and reliably while delivering superior share­
holder value. To achieve this objective, we are investing in our infrastructure and are seeking to achieve 'positive rate
outcomes that benefit both our customers and the Company. During fiscal 2014, we earned $289.8 million, or $2.96
per diluted share, which represents a 19 percent increase in net income and a 12 percent increase in diluted net income
per share over fisca12013, primarily due to positive rate outcomes combinedwith increased gross profit associated
with weather thatwas 20 percent colder than the prior-year period. The colder thanDonna!weather increased market
demand for natural gas, which drove higher price volatility,particularlyduring our second fiscal quarter.

Capital expenditures for fiscal 2014 totaled $835*3 million. Approximately 80 percent was invested to improve
the safety and reliability of our distribution and transportation systems, and a significant portion of this investment
was incurred under regulatory mechanisms that reduce lag to six months or less. Fiscal 2013 spending under these
and other mechanisms enabled the Company to complete 18 regulatory filings that should increase annual operating
income from regulated operations by $93.3 million. We plan to continue to fund our growth through the use of
operating cash flows and debt and equity securities, while maintaining a balanced capital structure.

During fiscal 2014 and early fisca12015, we undertook several initiatives to strengthen our balance sheet
and improve our liquidity. On February 18, 2014, we completed the sale of 9,200,000 shares of common stock
under our shelf registration statement, generating net proceeds of $390.2 million, which were used to repay short­
term debt outstanding under our commercial paper program, to fund infrastructure spending primarily to enhance
the safety and reliability of our system and for general corporate purposes.
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On August 22, 2014, we amended our $950 million credit facility to increase the committed loan amount
from $950 million to $1.25 billion and extend the expiration date to August 22,2019. The facility retains the
$250 million accordion feature, which allows for an increase in the total committed loan amount to $1.5 billion.
Our debt-to-capitalization ratio as of September 30,2014 was 46.2 percent and our liquidity remained strong
with over $1 billion of capacity from our short-term facilities.

On October 15, 2014, we issued $500 million of 4.125% 30-year unsecured senior notes, which replaced, on
a long-term basis, our $500 million 4.95% lO-year unsecured senior notes at maturity on October 15,2014.

As a result of the continued contribution and stability of our regulated earnings, cash flows and capital struc­
ture, our Board of Directors increased the quarterly dividend by 5.4 percent for fiscal 2015.

Consolidated Results

The following table presents our consolidated financial highlights for the fiscal years ended September 30"
2014, 2013 and 2012.

For the Fiscal Year Ended September 30

2014 2013 2012
(In thousands, except per share data)

$4,940,916 $3,875,460 $3,436,162.
1,582,426 1,412,050 1,323~739

971,077 910,171 877,499
611,349 501,879 446,240

(5,235) (197) (14,644)
129,295 128;385 141,174

476,819 373,297 290,422
187,002 142,599 98,226

289,817 230,698 192,196

7,202 18,172

5,294 6,349

$ 289,817 $ 243,194 $ 216,717
$ 2.96 $ 2.50 $ 2.10

$ $ 0.14 $ 0.27

$ 2.96 $ 2.64 $ 2.37

Operating revenues .
Gross profit ~ ~ .

Operating expenses ~ .

Operating income ' ~ ~ ..

Miscellaneous expense ~ ~ .. ~ ~ .

Interest charges ~ A •••••

Income from continuing operations before income taxes ~ ..

Income tax expense ~ ~ . ~ ~ ~ ..

Income from continuing operations .

Income from discontinued operations, net of tax ~ .

Gain on sale of discontinued operations, net of tax ~ ~ z •

Net income A ••••• A •••••••••••••••••••••••••

Diluted net income per share from continuing operations ..

Diluted net income per share from discontinued
. operations .

Diluted net income per share ~ . . . . . . .. . . . . K K

Regulated operations contributed 89 percent, 95 percent and 97 percent to our consolidated net income from
continuing operations for fiscal years 2014, 2013 and 2012. OUf consolidated net income during the last three
fiscal years was earned across our business segments as follows:

$123,848

63,059
5,289

192,196

24,521

$216,717

$171;585
86,191
32,041

289,817

For the Fiscal Year Ended September 30
2014 2013 2012

(In thousands)

$150,856

68,260
11,582

230,698

12~496

$289,817 $243;194

Regulated distribution segment - .

Regulated pipeline segment . . . . . . . . . . . . . . . . . . . . . . t •••••• ~

Nonregulated segment ~ . . . . . . .

Net income from continuing operations . . . . . . . . . . . . . . . . . . . . .

Net income from discontinued operations ~ . . . . . .

Net income . . . . . . . . . . .. . . .. . . . ~ ~ A ••••••
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The following table segregates our consolidated net income and diluted earnings per share between our
regulated and nonregulated operations:

$289,817

$ 2.63
0.33

2.96

Regulated operations . ~ .. ~ ~

Nonregulated operations ~ .

Net income from continuing operations . . . . . . . . . . . . . . . . . . . ..
Net income from discontinued operations ~ . . . z • • • •

Net income ~ . ~ . a ~ .

Diluted BPS from continuing regulated operations .
Diluted EPS from nonregulated operations .

Diluted BPS from continuing operations a ~ • • • • • • • • • • •

Diluted BPS from discontinued operations .

Consolidated diluted EPS ~ . . .. ~ . . . . . . .

For the Fiscal Year Ended September 30

2014 2013 2012
(In thousands, except per share data)

$257,776 $219,116 $186,907
32,041 11,582 5,289

289,817 230,698 192,196
12,496 24,521

$243,194 $216,717

$ 2.38 $ 2.04
0.12 0.06---
2.50 2.10
0.14 0.27---

$ 2.96 $ 2.64 $ 2.37

We reported net income of $289.8 million, or $2.96 per diluted share for the year ended September 30,
2014, compared with net income of $243.2 million or $2.64 per diluted share in the prior year. Income from con­
tinuing operations was $289~8 million, or $2~96 per diluted share compared with $230.7 million, or $2.50 per
diluted share in the prior-year period. In the prior year, income from discontinued operations was $12.5 million
or $0.14 per diluted share, which included the gain on sale of substantially all our assets in Georgia of $5.3 mil­
lion. Unrealized gains in our nonregulated operations during the current year increased net income by $5.8 mil­
lion or $0.06 per diluted share compared with net gains recorded in the prior year of $5 .. 3 million or $0.05 per
diluted share. In fiscal 2013 , net income includes an $8~2 million ($5.3 million, net of tax), or $0.06 per diluted
share, favorable impact related to the gain recorded in association with the April l , 2013 completion of the sale
of our Georgia assets.

We reported net income of $243.2 million, or $2.64 per diluted share for the year ended September 30,
2013, compared with net income of $216.7 million or $2.37 per diluted share in fiscal 2012. Income from
continuing operations in fisca12013 was $230.7 million, or $2.50 per diluted share compared with $192.2 mil­
lion, or $2.10 per diluted share in fiscal 2012. Income from discontinued operations was $12.5 million or $0.14
per diluted share for the year ended September 30~ 2013~ which includes the gain on sale of substantially all our
assets in Georgia of $5.3 million, compared with $24~5 million or $0.27 per diluted share in fisca12012. Unreal­
ized gains in our nonregulated operations during fiscal 2013 increased net income by $5.3 million or $0.05 per
diluted share compared with net losses recorded in fisca12012 of $5.0 million; or $Ow05 per diluted share. Addi­
tionally, net income in both periods was impacted by nonrecurring items. In fiscal 2013, net income includes an
$8.2 million ($5.3 million, net of tax), or $0.06 per diluted share, favorable impact related to the gain recorded in
association with the April 1, 2013 completion of the sale of our Georgia assets. In fiscal 20 12~ net income
included the net positive impact of several one-time items totaling $10.3 million, or $0.11 per diluted share
related to the following amounts:

• $13 ~6 million positive impact of a deferred tax rate adjustment.

• $10.0 million ($6.3 million, net of tax) unfavorable impact related to a one-time donation to a donor
advised fund.

• $9.9 million ($6~3 million, net of tax) favorable impact related to the gain recorded in association with the
August 1, 2012 completion of the sale of our Iowa, lllinois and Missouri assets,

• $5.3 million ($3.3 million, net of tax) unfavorable impact related to the noncash impairment of certain
assets in our nonregulated business.

See the following discussion regarding the results of operations for each of our business operating segments.
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Regulated Distribution Segment

The primary factors that impact the results of our regulated distribution operations are our ability to earn our
authorized rates of return, the cost of natural gas, competitive factors in the energy industry and economic con­
ditions in our service areas.

Our ability to earn our authorized rates is based primarily on our ability to improve the rate design in our
various ratemaking jurisdictions by reducing or eliminating regulatory lag and, ultimately ~ separating the recov­
ery of our approved margins from customer usage patterns. Improving rate design is a long-term process and is
further complicated by the fact that we operate in multiple rate jurisdictions. The "Ratemaking Activity" section
of this Form 10-K describes our current rate strategy ~ progress towards implementing that strategy and recent
ratemaking initiatives in more detail.

We are generally able to pass the cost of gas through to our customers without markup under purchased gas
cost adjustment mechanisms; therefore the cost of gas typically does not have an impact on our gross profit as
increases in the cost of gas are offset by a corresponding increase in revenues. Accordingly] we believe gross
profit is a better indicator of our financial performance than revenues. However, gross profit in our Texas and
Mississippi service areas include franchise fees and gross receipt taxes, which are calculated as a percentage of
revenue (inclusive of gas costs). Therefore, the amount of these taxes included in revenue is influenced by the
cost of gas and the level of gas sales volumes. We record the tax expense as a component of taxes, other than
income. Although changes in revenue related taxes arising from changes in gas costs affect gross profit, over
time the impact is offset within operating income.

Although the cost of gas typically does not have a direct impact on our gross profit, higher gas costs may
adversely impact our accounts receivable collections, resulting in higher bad debt expense, and may require us to
increase borrowings under our credit facilities resulting in higher interest expense. In addition, higher gas costs,
as well as competitive factors in the industry and general economic conditions may cause customers to conserve
or 'I in the case of industrial consumers, to use alternative energy sources. Currently, gas cost risk has been miti­
gated by rate design that allows us to collect from our customers the gas cost portion of our bad debt expense on
approximately 76 percent of our residential and commercial margins.

During fiscal 2014, we completed 17 regulatory proceedings in our regulated distribution segment; which
should result in a $47 ~8 million increase in annual operating income.

In August 2012, we completed the sale of our regulated distribution operations in Missouri, illinois and
Iowa, representing approximately 84,000 customers and in April 2013, we completed the sale of our Georgia
regulated distribution operations, representing approximately 64,000 customers.
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Review ofFinancial and Operating Results

Financial and operational highlights for our regulated distribution segment for the fiscal years ended Sep-
tember 30, 2014, 2013 and 2012 are presented below.

For the Fiscal Year Ended September 30

2014 2013 2012 2014 vs, 2013 2013 vs, 2012

(In thousands, unless otherwise noted)

Gross profit .. . ~ . . . ~ . .. ~ . . .. . . . .. . . ~ $1,176,515 $1,081,236 $1,022,743 $95,279 $ 58,493
Operating expenses .. ~ . K ~ ............. 791,947 738,143 718,282 53,804 19,861

Operating income ................... 384,568 343,093 304,461 41,475 38,632
Miscellaneous income (expense) II .. II II .. (381) 2,535 (12,657) (2,916) 15,192
Interest charges ..... ~ . . ~ ~ . . . . . . . . . . 94,918 98,296 110,642 (3~378) (12,346)

Income from continuing operations
before income taxes .................. 289,269 247,332 181,162 41,937 66,170

Income tax expense .. ~ . . .. .. . . .. . . . . . . .. 117,684 96,476 57,314 21,208 39,162

Income from continuing
operations . . ~ . . ~ ~ . . . ~ . a • • • • • • ~ • 171,585 150,856 123,848 20,729 27,008

Income from discontinued operations,
net of tax a a" ......................... 7,202 18,172 (7~202) (10,970)

Gain on sale of discontinued
operations, net of tax .............. 5,649 6,349 (5,649) (700)

Net Income ............................ $ 171,585 $ 163,707 $ 148,369 $ 7,878 $ 15,338

Consolidated regulated distribution
sales volumes from continuing
operations - MMcf ....... ~ . . . . ~ . 317~320 269,162 244,466 48,158 24,696

Consolidated regulated distribution
transportation volumes from
continuing operations - MMcf .... 134,483 123,144 128~222 11;339 (5,078)

Consolidated regulated distribulion
throughput from continuing
operations - MMcf .. ~ ........ ~ .. 451,803 392,306 372,688 59,497 19,618

Consolidated regulated distribution
throughput from discontinued
operations - MMcf ..... ~ .. ~ .... 4;731 18~295 (4,731) (13~564)

Total consolidated regulated
distribution throughput -
~cf .. ~ ....................... 451,803 397~O37 390,983 54,766 6,054

Consolidated regulated distribution
average transportation revenue per
Mef . ~ . . . . . . . . ~ . . . . . . ~ . . ~ . . . . ~ $ 0.48 $ 0.46 $ 0.43 $ 0.02 $ 0.03

Consolidated regulated distribution
average cost of gas per Mcf sold ..... $ 5.94 $ 4~91 $ 4.64 $ 1.03 $ 0.27

Fiscal year ended September 30,2014 compared with fiscal year ended September 30, 2013

Income from continuing operations for our regulated distribution segment increased 14 percent, primarily
due to a $95.3 million increase in gross profit, partially offset by a $53.8 million increase in operating expenses.
The year to date increase in gross profit primarily reflects:

• a $35.3 million net increase in rate adjustments, primarily in our Mid-Tex, Kentucky, West Texas and
Louisiana service areas,

• a $14.3 million increase due to increased customer consumption resulting from colder weather, primarily
experienced in our Mid-Tex and West Texas Divisions.
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• a $27.5 million increase in revenue-related taxes, primarily in our Mid-Tex and West Texas Divisions,
offset by a corresponding $28.4 million increase in the related tax expense.

• a $13 ~8 million increase related to increased customer count; higher transportation.. late payment and
installment plan revenues.

The $53.8 million increase in operating expenses, which include operation and maintenance expense, provi­
sion for doubtful accounts" depreciation and amortization expense and taxes, other than income, was primarily
due to the following:

a $28.4 million increase due to the aforementioned increase in revenue-related taxes.

• a $12.8 million increase in depreciation expense.

• a $12.7 million net increase in employee-related expenses, due to lower labor capitalization rates)
increased benefit costs and increased variable compensation expense.

a $4.2 million increase in the provision for doubtful accounts.

The $21.2 million increase in income tax expense was primarily due to increased income from continuing
operations before income taxes as well as an increase of approximately $7.0 million in our deferred tax asset
valuation allowance due to the uncertainty in the company's ability to utilize certain charitable contribution
carryforwards before they expire,

Fiscal year ended September 30, 2013 compared with fiscal year ended September 30,2012

The $58.5 million period-over-period increase in regulated distribution gross profit primarily reflects the
following:

• $25.7 million increase in our Mid-Tex and West Texas divisions associated with the rate design changes
implemented in the fiscal first quarter.

• $16.1 million increase in rates in our Kentucky/Mid-States, Mississippi, Colorado-Kansas and Louisiana
divisions.

• $7.5 million increase due to colder wea ther, primarily in the Mississippi, Kentucky/Mid-States and
Colorado-Kansas divisions.

• $5.9 million increase in revenue-related taxes in our Mid-Tex and West Texas service areas primarily due
to higher revenues on which the tax is calculated,

• $4.5 million increase in transportation revenues.

Operating expenses, which include operation and maintenance expense, provision for doubtful accounts;
depreciation and amortization expense and taxes, other than income, increased by $19.9 million, primarily due to
the following:

• $12.2 million increase in employee-related expenses due to lower labor capitalization rates; increased
benefit costs and increased variable compensation expense.

$11.7 million increase primarily associated with higher line locate activities, pipeline and right-of-way
maintenance spending to improve the safety and reliability of our system.

• $5.0 million increase in taxes, other than income due to higher revenue-related taxes, as discussed above.

• $6.8 million increase in bad debt expense primarily attributable to an increase in revenue arising from the
rate design changes and the temporary suspension of active customer collection activities following the
implementation of a new customer information system during the third fiscal quarter of fisca12013.

These increases were partially offset by:

• $6.9 million decrease in legal and other administrative costs.

$6.4 million decrease in depreciation expense due to new depreciation rates approved in the most recent
Mid-Tex rate case that went into effect in January 2013.
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• $2.4 million gain realized on the sale of certain investments.

Miscellaneous income increased $15~2million, primarily due to the absence of a $10.0 million one-time
donation to a donor advised fund in fiscal 2012, the completion of a periodic review of our performance-based
ratemaking (PBR) mechanism in our Tennessee service area and the implementation of a new PBR program in
our Mississippi Division during fisca12013.

Interest charges decreased $12c3 million, primarily from interest deferrals associated with our infrastructure
spending activities in Texas.

The following table shows our operating income from continuing operations by regulated distribution divi­
sion, in order of total rate base, for the fiscal years ended September 30, 20 14~ 2013 and 2012~ The presentation
of our regulated distribution operating income is included for financial reporting purposes and may not be appro­
priate for raternaking purposes.

For the Fiscal Year Ended September 30

2014 2013 2012 2014 vs. 2013 2013 vs. 2012
(In thousands)

Mid-Tex . ~ .. ~ .......... ~ . w •• K • $187,265 $158,900 $142,755 $28,365 $16,145

KentuckyMid-States .... .. ~ . .. . . .. . 55~968 46,164 32,185 9,804 13,979
Louisiana ....................... 56,648 52,125 48,958 4,523 3,167

West Texas ... ~ ............. ~ ....... 29,250 28,085 27,875 1,165 210

Mississippi ..... ~ ~ ..... ~ ........ 28,473 29,112 27,369 (639) 1;743
Colorado-Kansas ill ill ill ..... ill ... II.". ill. II 28,077 25,478 23;898 2,599 1,580

Oilier ~ ... ~ .. ~ ..................... (1~113) 3,229 1;421 (4,342) 1,808

Total ............................. $384,568 $343,093 $304,461 $41,475 $38,632

Regulated Pipeline Segment

OUf regulated pipeline segment consists of the pipeline and storage operations of our Atmos Pipeline ­
Texas Division (APT). APT is one of the largest intrastate pipeline operations in Texas with a heavy concen­
tration in the established natural gas-producing areas of central, northern and eastern Texas, extending into or
near the major producing areas of the Barnett Shale, the Texas Gulf Coast and the Delaware and Val Verde
Basins of West Texas. It transports natural gas to our Mid-Tex Division, transports natural gas for third parties
and manages five underground storage reservoirs in Texas. We also provide ancillary services customary in the
pipeline industry including parking and lending arrangements and sales.

OUf regulated pipeline segment is impacted by seasonal weather patterns, competitive factors in the energy
industry and economic conditions in APT's service area. Natural gas prices do not directly impact the results of
this segment as revenues are derived from the transportation of natural gas. However, natural gas prices and
demand for natural gas could influence the level of drilling aetivity in the markets that we serve, which may
influence the level of throughput we may be able to transport on our pipeline. Further, natural gas price differ­
ences between the various hubs that we serve determine the market value for transportation services between
those geographic areas ..

The results of Atmos Pipeline - Texas Division are also significantly impacted by the natural gas require­
ments of the Mid-Tex Division because it is the primary transporter of natural gas for our Mid-Tex Division.

Finally, as a regulated pipeline, the operations of the Atmos Pipeline - Texas Division may be impacted by
the timing of when costs and expenses are incurred and when these costs and expenses are recovered through its
tariffs.
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Review ofFinancial and Operating Results

Financial and operational highlights for our regulated pipeline segment for the fiscal years ended Sep-
tember 30, 2014, 2013 and 2012 are presented below.

For the Fiscal Year Ended September 30

2014 2013 2012 2014 vs. 2013 2013 VS. 2012
(In thousands, unless otherwise noted)

Mid-Tex Division transportation .......... $227,230 $179,628 $162,808 $47,602 $16,820
Third-party transportation ... a •• K •••••••• 76,109 66,939 64,158 9;170 2;781
Storage and park and lend services ......... 5,344 5,985 6~764 (641) (779)

Other .............................. w ••••• 9,776 16,348 13~621 (6,572) 2,727

Gross profit .. ~ ............................ 318,459 268;900 247~351 49,559 21,549
Operating expenses ill ill ill ..... ill ................ .,. 145,640 129,047 118,527 16,593 10,520

Operating income ..................... " . 172,819 139,853 128,824 32,966 11,029
Miscellaneous expense . . . . . A • A • • • .. • " • • .. • (3,181) (2,285) (1;051) (8?6) (1,234)

Interest charges ........................... 36,280 30,678 29,414 5,602 1,264

Income before income taxes ........... 1' ....... 133,358 106,890 98,359 26;468 8,531

Income tax expense "......... w • • • • • • • • • 47,167 38,630 35,300 8,537 3~330

Net income .............................. $ 86,191 $ 68,260 $ 63,059 $17,931 $ 5,201

Gross pipeline transportation
volumes~MMcf ................... 714,464 649,740 640,732 64,724 9,008

Consolidated pipeline transportation
volumes - MMcf .. a .................. 493,360 467,178 466,527 26,182 651

Fiscal year ended September 30, 2014 compared with fiscal year ended September 30, 2013

Net income for our regulated pipeline segment increased 26 percent, primarily due to a $49.6 million
increase in gross profit The increase in gross profit primarily reflects a $38.5 million increase in rates from the
Gas Reliability Infrastructure Program (GRIP) filings approved by the Railroad Commission of Texas (RRC) in
fisca12014 and 2013 coupled with a $4.7 million increase associated with higher transportation volumes and
basis spreads driven by colder weather.

The Atmos Pipeline - Texas rate case approved by the RRC on April 18, 2011 contained an annual adjust­
ment mechanism, approved for a three-year pilot program, that adjusted regulated rates up or down by 75 percent
of the difference between the non-regulated annual revenue of Atmos Pipeline - Texas and a pre-defined base
credit. The annual adjustment mechanism expired on June 30, 2013. On January 1, 2014, the RRC approved the
extension of the annual adjustment mechanism retroactive to July 1,2013, which will stay in place until the
completion of the next Atmos Pipeline - Texas rate case. As a result of this decision, during fiscal 2014, we
recognized a $1.8 million increase in gross profit for the application of the annual adjustment mechanism, for the
period July 1, 2013 to September 30, 2013.

Operating expenses increased $16.6 million primarily due to the following:

• a $10.1 million increase in pipeline and right-of-way maintenance activities.

• a $5 c 7 million increase in depreciation expense associated with increased capital investments.

• a $2~4 million increase due to higher employee-related expenses, partially offset by

• a $6.7 million refund received as a result of the completion of a state use tax audit.

Fiscal year ended September 30,2013 compared with fiscal year ended September 30, 2012

The $21.5 million increase in regulated pipeline gross profit compared to the prior-year period was primar­
ily a result of the GRIP filings approved by the RRC during fiscal 2012 and 2013. During fisca12012, the RRC
approved the Atmos Pipeline - Texas GRIP filing with an annual operating income increase of $14.7 million,
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effective Apri12012. On May 7; 2013, the RRC approved the Atmos Pipeline - Texas GRIP filing with an
annual operating income increase of $26.7 million that went into effect with bills rendered on and after May 7,
2013. GRIP filings increased period-over-period gross profit by $19.7 million.

This increase was partially offset by a $10.5 million increase in operating expenses largely attributable to
increased depreciation expense as a result of increased capital investments and increased levels of pipeline and
right-of-way maintenance activities to improve the safety and reliability of our system.

NonreguIated Segment

OUf nonregulated operations are conducted through Atmos Energy Holdings, Inc. (AEH), a wholly-owned
subsidiary of Atmos Energy Corporation and typically represents approximately five percent of our consolidated
net income,

AEH; s primary business is to buy, sell and deliver natural gas at competitive prices to approximately 1~OOO
customers located primarily in the Midwest and Southeast areas of the United States. AEH accomplishes this
objective by aggregating and purchasing gas supply, arranging transportation and storage logistics and effectively
managing commodity price risk.

AEH also earns storage and transportation demand fees primarily from our regulated distribution operations
in Louisiana and Kentucky. These demand fees are subject to regulatory oversight and are renewed periodically.

Our nonregulated activities are significantly influenced by competitive factors in the industry and general
economic conditions. Therefore) the margins earned from these activities are dependent upon our ability to attract
and retain customers and to minimize the cost of buying, selling and delivering natural gas to offer more com­
petitive pricing to those customers,

Further, natural gas market conditions; most notably the price of natural gas and the level of price volatility
affect our nonregulated businesses. Natural gas prices and the level of volatility are influenced by a number of
factors including, but not limited to, general economic conditions, the demand for natural gas in different parts of
the country, the level of domestic natural gas production and the level of natural gas inventory levels.

Natural gas prices can influence:

• The demand for natural gas. Higher prices may cause customers to conserve or use alternative energy
sources. Conversely, lower prices could cause customers such as electric power generators to switch from
alternative energy sources to natural gas.

• Collection of accounts receivable from customers, which could affect the level of bad debt expense recog­
nized by this segment.

• The level of borrowings under our credit facilities, which affects the level of interest expense recognized
by this segment.

Natural gas price volatility can also influence our nonregulated business in the following ways:

• Price volatility influences basis differentials; which provide opportunities to profit from identifying the
lowest cost alternative among the natural gas supplies, transportation and markets to which we have
access.

• Increased or decreased volatility impacts the amounts of unrealized margins recorded in our gross profit
and could impact the amount of cash required to collateralize our risk management liabilities.

OUT nonregulated segment manages its exposure to natural gas commodity price risk through a combination
of physical storage and financial instruments. Therefore, results for this segment include unrealized gains or
losses on its net physical gas position and the related financial instruments used to manage commodity price risk.
These margins fluctuate based upon changes in the spreads between the physical and forward natural gas prices.
The magnitude of the unrealized gains and losses is also contingent upon the levels of our net physical position at
the end of the reporting period.
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Review ofFinancial and Operating Results

Financial and operational highlights for 0U:Tnonregulated segment for the fiscal years ended September 30,
2014, 2013 and 2012 are presented below.

For the Fiscal Year Ended September 30

2014 2013 2012 2014 VS. 2013 2013 VS.. 2012

(In thousands, unless otherwise noted)

Realized margins
Gas delivery and related services . . . . .. " . $ 39,529 $ 39,839 $ 46,578 $ (310) $ (6,739)

Storage and transportation services ...... 14,696 14,641 13,382 55 1,259
Oth.er . . . . . ~ . . ~ ~ . . . ~ . . ~ . . ~ . . . . . ~ . . . . 24~170 (103) 3;179 24,273 (3;282)

Total realized margins .................. 78,395 54,377 63,139 24,018 (8,762)

Unrealized margins ................ 01: ................ 9,560 8,954 (8,015) 606 16;969

Gross profit ~ ~ . . ~ ~ . . . . . . .. . . .. . .. . . . . . . ~ . 87,955 63,331 55,124 24,624 8,207

Operating expenses, excluding asset
impainn.ent ... ~ ............................ 33,993 44,404 36,886 (10,411) 7,518

Asset impairment . . . . . . . . ~ . . ~ . . ~ . ~ . . . . . 5,288 (5,288)

Operating income . . . . . . . ~ . . .. . .. ~ . . . . .. . . 53,962 18,927 12,950 35~O35 5,977
Miscellaneous income ... ~ ......... ~ ....... 2,216 2,316 1,035 (100) 1,281

Interest charges . . . . . . . . . ~ . . . . . . . . . . . . . . 1,986 2,168 3,084 (182) (916)

Income from continuing operations before
income taxes ............ ~ . . . . . . . . . . 54,192 19,075 10,901 35,117 8,174

Income tax expense ....................... 22,151 7,493 5,612 14,658 1,881

Income from continuing operations . . . . . . . . 32,041 11,582 5,289 20,459 6,293

Loss on sale of discontinued operations, net
of tax . . . . . . . . . . . . . . . . . . ~ . . . . ~ . . . ~ . . (355) 355 (355)

Net income .... ~ .... ~ .......... ~ . . . . .. $ 32,041 $ 11,227 $ 5,289 $ 20,814 $ 5,938

Gross nonregulated delivered gas sales
volumes - 1V[Mcf ... ~ . . . . . . . . . . . . . . ~ 439,014 396,561 400,512 42,453 (3,951)

Consolidated nonregulated delivered gas
sales volumes - 1V[Mcf . . . . . . . . . . . . . . . 377,441 343,669 351,628 33,772 (7,959)

Net physical position (Bef) ........ t'. II ....... 9.3 12.0 18.8 (2a7) (6.8)

Fiscal year ended September 30, 2014 compared with fiscal year ended September 30, 2013

Net income for our nonregulated segment increased 185 percent from the prior year due to higher gross
profit and decreased operating expenses.

The $24.6 million period-over-period increase in gross profit was primarily due to a $24.0 million increase
in realized margins. The increase in realized margins reflects:

• A $24.3 million increase in other realized margins due to the acceleration of physical withdrawals into the
second quarter from future periods to capture gross profit margin during periods of increased natural gas
price volatility caused by strong market demand as a result of significant!y colder weather during the
second quarter.. This modification in the execution strategy resulted in the establishment of new positions
that were expected to settle in the latter half of fiscal 2014 and beyond. The positions that settled during
the fourth quarter of fiscal 2014 were settled during a period of falling prices ~ which further increased
realized margins during fiscal 2014. In contrast, losses were incurred from storage optimization activities
in the prior year largely due to unfavorable changes in market prices relative to the execution strategy in
place at that time.
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• A $0.3 million decrease in gas delivery and related services margins. Consolidated sales volumes
increased ten percent as a result of stronger demand from marketing; industrial and utility/municipal .cus­
tomers due to colder weather. However, gas delivery per-unit margins decreased from ten cents per Mef
in the prior-year period to 9 cents per Mef due primarily to losses incurred during the second quarter to
meet peaking requirements for certain customers during periods of colder wea ther, due to volatility
between spot purchase prices and the contractual sales price to the customer.

Operating expenses decreased $10.4 million, primarily due to lower legal expenses related to the dismissal
of the Kentucky litigation and the resolution of the Tennessee Business License Tax matter, which are discussed
in Note 10 to the financial statements,

Fiscal year ended September 30, 2013 compared with fiscal year ended September 30,2012

Gross profit increased $8.2 million for the year ended September 30; 2013 compared to fisca12012. Real­
ized margins decreased $8.8 million, primarily attributable to lower gas delivery margins. Consolidated sales
volumes decreased two percent due to increased competition which reduced industrial and power generation
sales, The impact of lower sales volumes was compounded by a decrease in per-unit margins from 11~6 cents per
Mef to 10.0 cents per Mcf. This decrease was offset by an increase of $17 .Omillion in unrealized margins,
primarily due to the year-over-year timing of realized margins on the settlement of hedged natural gas inventory
positions.

Operating expenses increased $7.5 million, primarily due to increased litigation and software support costs,
partially offset by reduced employee costs.

Miscellaneous income increased $1z3 million primarily due to a gain realized from the sale of a peaking
power facility and related assets during the first quarter of fiscal 2013.

During the fourth quarter of fiscal 20 12~ we recorded a $5.3 million noncash charge to impair our natural
gas gathering assets located in Kentucky. The charge reflected a reduction in the value of the project due to the
current low natural gas price environment and management's decision to focus AEH's activities on its gas deliv­
ery; storage and transportation services.

LIQUIDITY AND CAPITAL RESOURCES

The liquidity required to fund our working capi tal, capital expenditures and other cash needs is provided
from a variety of sources, including internally generated funds and borrowings under our commercial paper pro­
gram and bank credit facilities. Additionally, we have various uncommitted trade credit lines with our gas
suppliers that we utilize to purchase natural gas on a monthly basis. Finally, from time to time, we raise funds
from the public debt and equity capital markets to fund our liquidity needs,

We regularly evaluate our funding strategy and capital structure to ensure that we (i) have sufficient liquid­
ity for our short-term and long-term needs in a cost-effective manner and (ii) maintain a balanced capital struc­
ture with a debt-to-capitalization ratio in a target range of 50 to 55 percent. We also evaluate the levels of
committed borrowing capacity that we require. We currently have over $1 billion of capacity from our .short-term
facilities.

The following table presents our capitalization as of September 30; 2014 and 2013:

September 30
2014 2013
(In thousands, except percentages)

Short-term debt ~ ~ ~ ~ . . . . . . . . . . . . . .. $ 196,695 3.4% $ 367,984
Long-term debt ~ ~ .. ~ . . . . . . . . . . . . . . . . . . . . . . . . 2~455 ;986 42.8% 2,455,671

Shareholders' equity ~ . . . . . . . . . . . . 3,086,232 53.8% 2,580,409

Total capitalization, including short-term debt ~ . . . . . . .. $5,738,913 100.0% $5,404,064
--

6.8%

45.4%
47.8%

100.0%

Total debt as a percentage of total capitalization, including short-term debt, was 46.2 percent and 52.2 per­
cent at September 30, 2014 and 2013.
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Going forward, we anticipate our capital spending will be more consistent with levels experienced during
fiscal 2014 as we continue to invest in the safety and reliability of our distribution and transportation system. We
plan to continue to fund our growth and maintain a balanced capital structure primarily through the use of long­
term debt securities and, to a lesser extent, equity~

To support our capital market activities, we have filed a shelf registration statement with the Securities and
Exchange Commission (SEC) that originally permitted us to issue a total of $1.75 billion in common stock and!
or debt securities. On February18, 2014, we completed the public offering of 9,200,000 shares of our common
stock including the underwriters' exercise of their overallotment option of 1,200,000 shares. The offering was
priced at $44.00 and generated net proceeds of $390.2 million, which were used to repay short-term debt out­
standing under our commercial paper program, to fund infrastructure spending primarily to enhance the safety
and reliability of our system and for general corporate purposes. On October 15,2014, we issued $500 million of
4~125% 3D-year unsecured senior notes, which replaced, on a long-term basis, our $500 million 4.95% senior
unsecured notes, In October 2012, we entered into forward starting interest rate swaps to fix the Treasury yield
component associated with this issuance at 3~129%~ which reduced the effective rate for this issuance to 4.086%.
The net proceeds of approximately $494 million were used to repay our $500 million 4.95% senior unsecured
notes at maturity on October 15, 2014. After giving effect to these issuances, $845 million of securities remained
available for issuance under the shelf registration statement until March 28, 2016.

On August 22, 2014, we amended our $950 million credit facility to increase the committed loan amount
from $950 million to $1.25 billion and extend the expiration date to August 22~ 20 19~ The amended facility
retains the $250 million accordion feature which allows for an increase in the total committed loan amount to
$1.5 billion.

Additionally, we plan to issue new unsecured senior notes to replace $250 million and $450 million of
unsecured senior notes that will mature in fisca12017 and fisca12019. During fisca12014, we entered into for­
ward starting interest rate swaps to fix the Treasury yield component associated with the fiscal 2019 issuances at
3.857%. In fisca12012, we entered into forward starting interest rate swaps to fix the Treasury yield component
associated with the fiscal 2017 issuances at 3.367%.

On January 11,2013, we issued $500 million of 4~15% 30-year unsecured senior notes, which, in effect,
replaced our $250 million 5.125% lO-year unsecured senior notes we redeemed in August 2012, on a long-term
basis. The net proceeds of approximately $494 million were used to repay $260 million outstanding under our
short-term financing facility used to redeem our 5.125% senior notes and to partially repay commercial paper
borrowings and for general corporate purposes.

We believe the liquidity provided by our fisca12014 equity issuance, senior notes and committed credit
facilities, combined with our operating cash flows, will be sufficient to fund our working capital needs and capi­
tal expenditure program for fiscal year 2015.

Cash Flows

Our internally generated funds may change in the future due to a number of factors, some of which we
cannot control, These factors include regulatory changes, the price for our services, the demand for such products
and services, margin requirements resulting from significant changes in commodity prices; operational risks and
other factors,
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Cash flows from operating, investing and financing activities for the years ended September 30, 2014, 2013
and 2012 are presented below.

For the Fiscal Year Ended September 30
2014 2013 2012 2014vs. 2013 2013 vs, 2012

(In thousands)

Total cash provided by (used in)

Operating activities II ... II ..... II •• ill .... II ill .. ill. $ 739,986 $ 613,127 $ 586,917 $ 126,859 $ 26,210

Investing activities .... . . . . . . ~ . . . . . . . . (837,576) (696,914) (609,260) (140,662) (87,654)

Financing activities ......................... 73,649 85,747 (44,837) (12,098) 130,584

Change in cash and cash equivalents . . .. . . (23,941) 1,960 (67,180) (25,901) 69,140
Cash and cash equivalents at beginning of

period ........................... 66,199 64,239 131~419 1,960 (67,180)

Cash and cash equivalents at end of
period * •••••••• ~ •• ~ •• ~ • • • • • ••••• ~ $ 42,258- $ 66,199 $ 64,239 $ (23,941) $ 1,960

Cash flows from operating activities

Year-aver-year changes in our operating cash flows primarily are attributable to changes in net income,
working capital changes, particularly within our regulated distribution segment resulting from changes in the
price of natural gas and the timing of customer collections, payments for natural gas purchases and deferred gas
cost recoveries.

Fiscal Year ended September 30~ 2014 compared with fiscal year ended September 3D, 2013

For the fiscal year ended September 30, 2014, we generated operating cash flow of $740.0 million from
operating activities compared with $613.1 million in the prior year. The year-over-year increase reflects higher
.operating results from colder weather and rate increases combined with the timing of customer collections and
vendor payments.

Fiscal Year ended September 30, 2013 compared with fiscal year ended September 30, 2012

For the fiscal year ended September 30) 2013, we generated operating cash flow of $613.1 million from
operating activities compared with $586.9 million in fisca12012. The year-aver-year increase reflects changes in
working capital offset by a $10.5 million decrease in contributions made to our pension and postretirement plans
in fisca12013.

Cash flows from investing activities

In recent years, a substantial portion of our cash resources has been used to fund growth proj ects in our
regulated operations, our ongoing construction program and improvements to information technology systems.
Our ongoing construction pro gram enables us to enhance the safety and reliability of the systems used to provide
regulated distribution services to OW& existing customer base, expand our natural gas distribudon services into
new markets; enhance the integrity of our pipelines and, more recently, expand our intrastate pipeline network.
Over the last two fiscal years, approximately 80 percent of our capital spending has been commitied to improving
the safety and reliability of our system.

In executing our regulatory strategy, we focus our capital spending in jurisdictions that permit us to earn an
adequate return timely on our investment without compromising the safety or reliability of our system, Currently,
our Mid-Tex, Louisiana, Mississippi and West Texas regulated distribution divisions and our Atmos Pipeline­
Texas Division have rate tariffs that provide the opportunity to include in their rate base approved capital costs
on a periodic basis without being required to file a rate case.

Over the next five years, we anticipate our capital spending will be more consistent with levels experienced
during fisca12014 as we continue to invest in the safety and reliability of our distribution and transportation sys­
tem, Where possible, we will also continue to focus our capital spending in jurisdictions that permit us to earn an
adequate return timely on our investment without compromising the safety or reliability of our system.
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For the fiscal year ended September 30, 2014, we incurred $835.3 million for capital expenditures compared
with $845~Omillion for the fiscal year ended September 30~ 2013 and $732.9 million for the fiscal year ended
September 30~ 2012.

Fiscal Year ended September 30, 2014 compared with fiscal year ended September 30, 2013

The $9.7 million decrease in capital expenditures in fisca12014 compared to fisca12013 primarily reflects:

• A $63.9 million decrease in capital spending in our regulated pipeline segment primarily associated with
the completion of the Line WX expansion proj ect, partially offset by

• A $55.5 million increase in capital spending in our regulated distribution segment due to increased spend­
ing under our infrastructure replacement pro grams.

Fiscal Year ended September 30, 2013 compared with fiscal year ended September 30, 2012

The $112.1 million increase in capital expenditures in fiscal 2013 compared to fiscal 2012 primarily reflects
spending incurred for the Line Wand Line WX expansion projects and increased cathodic protection spending in
our regulated pipeline segment.

Cash flows from financing activities

We generated a net $73.6 million and $85 a 7 million in cash from financing activities for fiscal years 2014
and 2013. In fisca12012, we used a net $44~8 million of cash from financing activities. Our significant financing
activities for the fiscal years ended September 30, 2014,2013 and 2012 are summarized as follows:

2014

During the fiscal year ended September 30~ 2014) our financing activities generated $73.6 million of cash
compared with $85.7 million of cash generated in the prior year. The decrease is primarily due to timing between
short-term debt borrowings and repayments during the current year partially offset by proceeds from the equity
offering completed in February 2014 compared with proceeds generated from the issuance of long-term debt in
fiscal 2013.

2013

During the fiscal year ended September 30,2013, our financing activities generated $85.7 million of cash
compared with $44~8 million of cash used in fiscal 2012. Current year cash flows from financing activities were
significantly influenced by the issuance of $500 million 4.15% 3D-year unsecured senior notes on January 11,
2013. We used a portion of the net cash proceeds of $493~8 million to repay a $260 million short-term financing
facility executed in fiscal 2012, to settle, for $66.6 million, three Treasury locks associated with the issuance and
to reduce short-term debt borrowings by $167.2 million.

2012

During the fiscal year ended September 30, 2012, our financing activities used $44.8 million of cash, primar­
ily due to the payment of $257 ~O million associated with the early redemption of our $250 million 5.125 % senior
notes that were scheduled to mature in January 2013& The repayment of our $250 million 5~125% senior notes
was financed using a $260 million short-term loan. Additionally, we repurchased $12.5 million of common stock
under our 2011 share repurchase program.
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The following table shows the number of shares issued for the fiscal years ended September 30,2014,2013
and 2012:

For the Fiscal Year Ended September 30
2014 2013 2012

Shares issued;
Direct Stock Purchase Plan ~ ~ .. ~ ~ ~ ~ ..

1998 Long-Term Incentive Plan '. ~ .. ~

Outside Directors Stock-Far-Fee Plan .. K A 6 •• 6

February 2014 Offering ~ ~ 6

Total shares issued ~ 6 .

The increase in the number of shares issued in fiscal-2014 compared with the number of shares issued in
fiscal 2013 primarily reflects the equity offering completed in February 2014 as well as a higher number of
performance-based awards issued in the current year as actual performance. exceeded the target. At Sep-
tember 30,2014, of the 8.7 million shares authorized for issuance from the LTIP, 845,139 million shares
remained available. For the year ended September 30,2014, we canceled and retired 190,134 shares attributable
to federal income tax withholdings on equity awards which are not included in the table above.

The increased number of shares issued in fiscal 2013 compared with"the number of shares issued in fiscal
2012 primarily reflects an increase in the amount of awards granted to a higher number of employees. For the
year ended September 30, 2013, we canceled and retired 133,449 shares attributable to federal income tax with­
holdings on equity awards which are not included in the table above.

Credit Facilities

Our short-term borrowing requirements are affected by the seasonal nature of the natural gas business.
Changes in the price of natural gas and the amount of natural gas we need to supply to meet our customers' needs
could significantly affect our borrowing requirements.

We finance our short-term borrowing requirements through a combination of a $1~25 billion commercial
paper program, which is collateralized by our $1~25 billion unsecured credit facility, as well as three additional
conunitted revolving credit facilities and one uncommitted rev 01ving credit facility with third-party lenders. On
August 22, 2014, we amended the $950 million-credit facility to increase the committed loan amount from $950
million to $1.25 billion and extended the expiration date to August 22, 2019. The amended facility retains the
$250 million accordion feature which allows for an increase in the total committed loan amount to $1as billion"
As a result, we have approximately $1.3 billion of working capital funding. We also use intercompany credit
facilities to supplement the funding provided by these third-party committed credit facilities.

Shelf Registration

On March 28, 2013, we filed a registration statement with the Securities and Exchange Conunission to
issue, from time to time, up to $1.75 billion in common stock and/or debt securities available for issuance, which
replaced our registration statement that expired on March 31, 2013. On Februaryl S, 2014, we completed the
public offering of 9,200,000 shares of our common stock including the underwriters' exercise of their overallot­
ment option of 1,200,000 shares. The offering was priced at $44~OO and generated net proceeds of $390.2 million,
which were used to repay short-term debt outstanding under our commercial paper program, to fund infra­
structure spending primarily to enhance the safety and reliability of our system and for general corporate pur­
poses. On October 15, 2014, we issued $500 million of 4.125% 3D-year unsecured senior notes, which replaced,
on a long-term basis, our $500 million 4.95% senior unsecured notes. The net proceeds of approximately $494
million were used to repay our $500 million 4a95% senior unsecured notes at maturity on October 15, 2014. After
giving effect to these issuances, $845 million of securities remained available for issuance under the shelf regis-
-tratlon statement until March 28,20166
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Credit Ratings

OUf credit ratings directly affect our ability to obtain short-term and long-term financing, in addition to the
cost of such financing. In determining our credit ratings, the rating agencies consider a number of quantitative
factors, including debt to total capitalization, operating cash flow relative to outstanding debt, operating cash
flow coverage of interest and pension liabilities and funding status. In addition, the rating agencies consider qual­
itative factors such as consistency of our earnings over time, the quality of our management and business strat­
egy' the risks associated with our regulated and nonregulated businesses and the regulatory environment in the
states where we operate.

Our debt is rated by three rating agencies: Standard & Poor's Corporation (S&P), Moody's Investors Serv­
ice (Moody's) and Fitch Ratings, Ltd, (Fitch). Our current debt ratings are all considered investment grade and
are as follows:

S&P Moody's Fitch

Unsecured senior long-term debt ~ .. w ~ • • A-

Commercial paper ~ ~ ~ ~ . . . . . . .. . . . A-2
A2
P-l

A­
F-2

On January 30, 2014, Moody's upgraded our senior unsecured debt rating to A2 from Baal and our commer­
cial paper rating to P-l from P-2 with a rating outlook of stable. On October 8, 2013, S&P upgraded our senior
unsecured debt rating to A- from BBB+, with a ratings outlook of stable; citing an improved business risk profile
from an increasing contribution of earnings from our regulated operations and focusing our nonregulated oper­
ations on our delivered gas business..

A significant degradation in our operating performance or a significant reduction in our liquidity caused by
more limited access to the.private and public credit markets as a result of deteriorating global or national finan­
cial and credit conditions could trigger a negative change in our ratings outlook or even a reduction in our credit
ratings by the three credit rating agencies. This would mean more limited access to the private and public credit
markets and an increase in the costs of such borrowings.

A credit rating is not a recommendation to buy, sell or hold securities. The highest investment grade credit
rating is AAA for S&P; Aaa for Moody's and AAA for Fitch. The lowest investment grade credit rating is BBB­
for S&P, Baa3 for Moody's and BBB- for Fitch. Our credit ratings may be revised or withdrawn at any time by
the rating agencies, and each rating should be evaluated independently of any other rating. There can be no
assurance that a rating will remain in effect for any given period of time Of that a rating will not be lowered, or
withdrawn entirely, by a rating agency if, in its judgment, circumstances so warrant.

Debt Covenants

We were in compliance with all of our debt covenants as of September 30, 2014. OUf debt covenants are
described in Note 5 to the consolidated financial statements.
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Contractual Obligations and Commercial Commitments

The following table provides information about contractual obligations and commercial commitments at
September 30, 2014.

Payments-Due by Period

Contractual Obligations
Long-term debt'" .. ~ ~ ~ .. ~ ~ ~ .
Short-term debt(l) ' .
Interest chargesw .
Capital lease obligations(3) •• • • • .. • • .. • • • • . .

Operating Ieases'f ..... ~ ... ~ .. ~ z ••••

Demand fees for contracted storage'v ..
Demand fees for contracted

transportation'S ~ ~ ..
Financial instrument obligations's' .
Pension and postretirement benefit plan

contributions(7) .

Uncertain tax positions (including
interest)(8) • ~ ~ ~

Total contractual obligations .

Total

$2,460,000
196,695

1,774,405
636

155,689
7,789

4,321
21,856

412,977

12,629

$5,046,997

Less than
1year

$500,000
196,695
120,530

186
16,673

3,853

3,573
1,730

33,558

$876,798

1..3 years

(In thousands)

$250,000

234,460
372

32,351
2,806

748
20,126

64,776

12,629

$618,268

$450,000

186,559
78

31,045
916

123,459

$792,057

More than 5
years

$1,260,000

1,232,856

75,620
214

191,184

$2,759,874

(1) See Note 5 to the consolidated financial statements.

(2) Interest charges were calculated using the stated rate for each debt issuance.

(3) See Nate 9 to the consolidated financial statements.

(4) Represents third party contractual demand fees for contracted storage in our nome gulated segment. Con­
tractual demand fees for contracted storage for our regulated distribution segment are excluded as these costs
are fully recoverable through our purchase gas adjustment mechanisms.

(5) Represents third party contractual demand fees for transportation in our nonregulated segment

(6) Represents liabilities for natural gas commodity financial instruments that were valued as of September 30,
2014~ The ultimate settlement amounts of these remaining liabilities are unknown because they are subject to
continuing market risk until the financial ins truments are settled.

(7) Represents expected contributions to our pension and postretirement benefit plans, which are discussed in
Nate 6 to the consolidated financial statements.

(8) Represents liabilities associated with uncertain tax positions claimed or expected to be claimed on tax
returns.

Our regulated distribution segment maintains supply contracts with several vendors that generally cover a
period of up to one year~ Commitments for estimated base gas volumes are established under these contracts on a
monthly basis at contractually negotiated prices. Commitments for incremental daily purchases are made as
necessary during the month in accordance with the terms of individual contracts. OUf Mid-Tex Division also
maintains a limited number of long-term supply contracts to ensure a reliable source of gas for our customers in .
its service area which obligate it to purchase specified volumes at market and fixed prices. At September 30,
2014, we were committed to purchase 49.7 Bcf within one year and 69.8 Bcf within one to three years under
indexed contracts.

AEH has commitments to purchase physical quantities of natural gas under contracts indexed to the forward
NYMEX strip or fixed price contracts. At September 30, 2014, AEH was committed to purchase 111.5 Bef within
one year, 19.8 Bcf within one to three years and 0.5 Bef after three years under indexed contracts. AEH is commit­
ted to purchase 7.8 Bcfwithin one year under fixed price contracts with prices ranging from $1.96 to $4.49 per Mef.
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Risk Management Activities

As discussed above in our Critical Accounting Policies, we use financial instruments to mitigate commodity
price risk and, periodically, to manage interest rate risk. We conduct risk management activities through our
regulated distribution and nomegulated segments. In our regulated distribution segment, we use a combination of
physical storage, fixed physical contracts and fixed financial contracts to reduce our exposure to unusually large
winter-period gas price increases. In our nonregulated segments, we manage our exposure to the risk of natural
gas price changes and lock in our gross profit margin through a combination of storage and financial instruments,
including futures .. over-the-counter and exchange-traded options and swap contracts with counterparties. To the
extent our inventory cost and actual sales and actual purchases do not correlate with the changes in the market
indices we use in our hedges, we could experience ineffectiveness or the hedges may no longer meet the account­
ing requirements for hedge accounting, resulting in the financial instruments being treated as mark to market
instruments through earnings.

We record our financial instruments as a component of risk management assets and liabilities, which are
classified as current or noncurrent based upon the anticipated settlement date of the underlying financial instru­
ment. Substantially all of our finan~ial instruments are valued using external market quotes and indices.

The following table shows the components of the change in fair value of our regulated distribution seg­
ment's financial instruments for the fiscal year ended September 30, 2014 (in thousands):

Fair value of contracts at September 30,2013 ~ K • a a.. $ 109,648
Contracts realized/settled .. ~ ~ "' ~ .. "' ~ .. ~ . . 5,221
Fair value of new contracts ~ ~ ~ ~ ~ ~ .. ~ . . . . . . . . 1,516
Other changes in value .. ~ a ~ • • (102,101)

Fair value of contracts at September 30, 2014 ~ ~ ~ "' ~ . . . . . .. $ 14,284

The fair value of our regulated distribution segment's financial instruments at September 30; 2014, is pre­
sented below by time period and fair value source:

Fair Value of Contracts at September 30, 2014
Maturity in years

Total
Less Greater Fair

than 1 1-3 4-5 than 5 Value- --
(In thousands)

$21,372 $(7,088) $- $- $14,284

Source of Fair Value

Prices actively quoted ... ~ . . . . . . * • • • K • • • • • • ~ •

Prices based on models and other valuation
methods ~ .. K •••••• ~ ..

Total Fair Value ~ ~ .. ~ ~. $21,372 $(7,088) $- $-

The following table shows the components of the change in fair value of our nomegulated segment's finan­
cial instruments for the fiscal year ended September 30, 2014 (in thousands):

Fair value of contracts at September 30, 2013 .. ~ .. ~ ~ ~ .. ~ . ~ .
Contracts realized/settled ~ ~ A •••••• ~ ••• ~ ••• ~ •••••• ~ ••••

Fair value of new contracts ~ ~ ~ ~ ~ .. ~ ~ ~ .. ~ . ~ .. ~ .
Oilier changes in value ... ~ . . . . . . w • • ~ • • ~ • • • a • • • • K ? • • • a • • ~ • • •.• • • • • • • ? • • • • .. • • •

Fair value of contracts at September 30, 2014 .. ~ .. "' ~ .. . . . . . .. ~ . "' "' .. "' . "' "' ~ .
Netting of cash collateral ~.. ~ . . . . . . . . . ~ . . ~ ~ . . . . . . . ~ . . . . ~ . . ~ . . . . . . . ~ ~ . ~ . . . . . . . .

Cash collateral and fair value of contracts at September 30, 2014 A A •••
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The fair value of our nonregulated segment's financial instruments at September 30, 2014, is presented
below by time period and fair value source.

Fair Value of Contracts at September 30,2014

Maturity in years

Greater
1..3 4M5 than 5- --

(In thousands)

$(810) $(1) $-

Less
Source of Fair Value than 1

Prices actively quoted . . . . . . . . . . . t • • ~ • • ~ • • • • • • ~ • • • • • • • •• $(2,222)
Prices based on models and other valuation methods .

Total Fair Value. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. $(2,222) $(810) $ (1) $-

Total
Fair

Value

$(3,033)

$(3,033)

Employee Benefits Programs

An important element of our total compensation program, and a significant component of our operation and
maintenance expense, is the offering of various benefits pro grams to our employees. These programs include
medical and dental insurance coverage and pension and postretirement programs.

Medical and Dental Insurance

We offer medical and dental insurance programs to substantially all of our employees.We believe these
pro grams are compliant with all current and future provisions that will be going into effect under The Patient
Protection and Affordable Care Act and consistent with other programs in our industry. In recent years, we have
strived to actively manage our health care costs through the introduction of a wellness strategy that is focused on
helping employees to identify health risks and to manage these risks through improved lifestyle choices.

Over the last five fiscal years, we have experienced annual medical and prescription inflation of approx­
imately six percent. For fiscal 2015, we anticipate the medical and prescription drug inflation rate will continue
at approximately six percent, primarily due to a stable population and no significant changes anticipated for high
cost claimant activity.

Net Periodic Pension and Postretirement Benefit Costs

For the fiscal year ended September 30,2014; our total net periodic pension and other benefits costs was
$69.8 million, compared with $78.5 million and $69.2 million for the fiscal years ended September 30, 2013 and
2012. These costs relating to our regulated distribution operations are recoverable through our distribution rates.
A portion of these costs is capitalized into our distribution rate base, and the remaining costs are recorded as a
component of operation and maintenance expense.

Our fisca12014 costs were determined using a September 30, 2013 measurement date. At that date, interest
and corporate bond rates utilized to determine our discount rates were higher than the interest and corporate bond
rates as of September 30,2012, the measurement date for our fisca12013 net periodic cost. Therefore, we
increased the discount rate used to measure our fiscal 2014 net periodic cost from 4.04 percent to 4.95 percent
However, we decreased the expected return on plan assets from 7.75 percent to 7.25 percent in the determination
of our fisca12014 net periodic pension cost based upon expected market returns for our targeted asset allocation.
As a result, our fiscal 2014 pension and postretirement medical costs were lower than in the prior year.

Our fiscal 2013 costs were determined using a September 30, 2012 measurement date. At that date, interest
and corporate bond rates utilized to determine our discount rates were lower than the interest and corporate bond
rates as of September 30, 2011, the measurement date for our fisca12012 net periodic cost. As a result of the
lower interest and corporate bond rates, we decreased the discount rate used to determine our fiscal 2013 pension
and benefit costs to 4.04 percent. Our expected return on our pension plan assets was maintained at 7.75 percent
due to historical experience and the current market projection of the target asset allocation. As a result, our fiscal
2013 pension and postretirement medical costs were higher than in fiscal 2012.
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Pension and Postretirement Plan Funding

Generally, our funding policy is to contribute annually an amount that will at least equal the minimum
amount required to comply with the Employee Retirement Income Security Act of 1974 (ERISA). However,
additional voluntary contributions are made from time to time as considered necessary ~ Contributions are
intended to provide not only for benefits attributed to service to date but also for those expected to be earned in
the future.

In accordance with the Pension Protection Act of 2006 (PPA), we determined the funded status of our plans
as of January 1,2014. Based on this valuation, we were required to contribute cash of $27~1 million, $32.7 mil­
lion and $46.5 million to our pension plans during fisca12014, 2013 and 2012. The higher level of contributions
experienced during fisca12013 and 2012 reflect lower discount rates. Each contribution increased the level of our
plan assets to achieve a desirable PPA funding threshold.

We contributed $23a6 million, $26.6 million and $22.1 million to our postretirement benefits plans for the
fiscal years ended September 30, 2014~ 2013 and 2012~ The contributions represent the portion of the postretire­
ment costs we are responsible for under the terms of our plan and minimum funding required by state regulatory
commissions.

Outlook/or Fiscal 2015 and Beyond

As of September 30, 2014, interest and corporate bond rates were lower than the rates as of September 30,
2013. Therefore, we decreased the discount rate used to measure our fiscal 2015 net periodic cost from 4.95
percent to 4.43 percent. We maintained our expected return on plan assets at 7.25 percent in the determination of
our fiscal 2015 net periodic pension cost based upon expected market returns for our targeted asset allocation. As
a result of the net impact of changes in these and other assumptions, we expect our fiscal 2015 net periodic pen­
sion cost to decrease by approximately 10 percent..

Based upon current market conditions, the current funded position of the plans and the funding requirements
under the PPA, we do not anticipate a minimum required contribution for fiscal 2015. However, we may consider
whether a voluntary contribution is prudent to maintain certain funding levels. With respect to our postretirement
medical plans, we anticipate contributing between $20 million and $25 million during fiscal 2015 ~

Actual changes in the fair market value of plan assets and differences between the actual and expected
return on plan assets could have a material effect on the amount of pension costs ultimately recognized. A 0.25
percent change in our discount rate would impact our pension and postretirement costs by approximately $2.4
million. A 0.25 percent change in our expected rate of return would impact our pension and postretirement costs
by approximately $1.2 million.

The projected liability, future funding requirements and the amount of expense or income recognized for
each of our pension and other post-retirement benefit plans are subject to change, depending on the actuarial
value of plan assets, and the determination of future benefit obligations as of each subsequent calculation
date. These amounts are impacted by actual investment returns; changes in interest rates, changes in the demo­
graphic composition of the participants in the plans and other actuarial assumptions,

In October 2014, the Society of Actuaries released its final report on mortality tables and the mortality
improvement scale to reflect increasing life expectancies in the United States. We anticipate utilizing the new
mortality data in our next actuarial calculation date on September 30, 2015 * We are currently evaluating the
impact the updated data will have on the valuation of our defined benefit and other post-retirement benefits
plans. It is expected the use of this new data will increase total amount of liabilities reported on our balance sheet
in future periods.

RECENT ACCOUNTING DEVELOPMENTS

Recent accounting developments and their impact on our financial position, results of operations and cash
flows are described in Note 2 to the consolidated financial statements.
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ITEM 7A~ Quantitative and Qualitative Disclosures About Market Risk.

We are exposed to risks associated with commodity prices and interest rates. Commodity price risk is the
potential loss that we may incur as a result of changes in the fair value of a particular instrument or commodity.
Interest-rate risk results from our portfolio of debt and equity instruments that we issue to provide financing and
liquidity for our business activities.

We conduct risk management activities through both our regulated distribution and nonregulated segments.
In our regulated distribution segment, we use a combination of physical storage, fixed physical contracts and
fixed financial contracts to protect us and our customers against unusually large winter period gas price
increases. In our nonregulated segment, we manage our exposure to the risk of natural gas price changes and lock
in our gross profit margin through a combination of storage and financial instruments including futures, over-the­
counter and exchange-traded options and swap contracts with counterparties. OUf risk management activities and
related accounting treatment are described in further detail in Note 12 to the consolidated financial statements.
Additionally, our earnings are affected by changes in short-term interest rates as a result of our issuance of short­
term commercial paper and our other short-term borrowings,

Commodity Price Risk

Regulated distribution segment

We purchase natural gas for our regulated distribution operations. Substantially an of the costs of gas pur­
chased for regulated distribution operations are recovered from our customers through purchased gas cost
adjustment mechanisms. Therefore, our regulated distribution operations have limited commodity price risk
exposure.

Nonregulated segment

OUf nonregulated segment is also exposed to risks associated with changes in the market price of natural
gas. For our nonregulated segment, we use a sensitivity analysis to estimate commodity price risk. For purposes
of this analysis, we estimate commodity price risk by applying a $0.50 change in the forward NYMEX price to
our net open position (including existing storage and related financial contracts) at the end of each period, Based
on AEH ~ s net open position (including existing storage and related financial contracts) at September 30, 2014 of
0.1 Bcf, a $0.50 change in the forward NYMEX price would have had a $0.1 million impact on our consolidated
net income.

Changes in the difference between the indices used to mark to market our physical inventory (Gas Daily) ,
and the related fair-value hedge (NYMEX) can result in volatility in our reported net income; but, over time,
gains and losses on the sale of storage gas inventory will be offset by gains and losses on the fair-value hedges,
Based upon our net physical position at September 30,2014 and assuming our hedges would still qualify as
highly effective, a $O~50 change in the difference between the Gas Daily and NYMEX indices would impact our
reported net income by approximately $2c8 million.

Additionally, these changes could cause us to recognize a risk management liability, which would require us
to place cash into an escrow account to collateralize this liability position. This, in tum, would reduce the amount
of cash we would have on hand to fund our working capital needs.

Interest Rate Risk

Our earnings are exposed to changes in short-term interest rates associated with our short-term commercial
paper program and other short-term borrowings. We use a sensitivity analysis to estimate our short-tenn interest
rate risk. For purposes of this analysis, we estimate our short-term interest rate risk as the difference between our
actual interest expense for the period and estimated interest expense for the period assuming a hypothetical aver­
age one percent increase in the interest rates associated with our short-term borrowings. Had interest rates asso­
ciated with our short-term borrowings increased by an average of one percent, our interest expense would have
increased by approxima tely $2.5 million during 2014.
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ITEM 8. Financial Statements and Supplementary Data.

Index to financial statements and financial statement schedule:

Page

Report of independent registered public accounting finn ~ .. ~ .. ~ ~ . a ~ • c ~ •• ~ ~ • • 52
Financial statements and supplementary data:

Consolidated balance sheets at September 30, 2014 and 2013 .. A •• a ~ • • • • • • • • • • • • • • • • • • • • • • • • • • 53

Consolidated statements of income for the years ended September 30, 2014, 2013 and 2012 54

Consolidated statements of comprehensive income for the years ended September 30, 2014, 2013 and
2012 ~ . . . z • • a ~ • • • • • • • .. : • .. • • • • • • • .. • • .. • • .. • • • • • • • • • • ~ • 55

Consolidated statements of shareholders' equity for the years ended September 30, 2014~ 2013 and
2012 K • • • .. ~ • • z • • • • • • • • • • • • .. • • • ~ • .. • • • .. • • .. • • • • • • • • • • ~ 56

Consolidated statements of cash flow for the years ended September 30, 2014, 2013 and 2012 . ~ . . . . .. 57

Notes to consolidated financial statements a ~ •• ~ • 58

Selected Quarterly Financial Data elinaudi ted) c • • • • ~ • • ~ • • A • ~ • • • • • ~ • • • • • • • • • • • ~ ~ • • • • 114
Financial statement schedule for the years ended September 30, 2014, 2013 and 2012

Schedule II. Valuation and Qualifying Accounts . K ••• ~ • • • • .. • • • .. • • • • • • • • • .. • • • • • • • • • • • • .. • • • • 122

All other financial statement schedules are omitted because the required information is not present, or not
present in amounts sufficient to require submission of the schedule or because the information required is
included in the financial statements and accompanying notes thereto.
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REPORT OF INDEPENDENT REGISTERED PUBLICACCOUNTING FIRM

The Board of Directors and Shareholders of
Atmos Energy Corporation

We have audited the accompanying consolidated balance sheets of Atmos Energy Corporation as of Sep­
tember 30, 2014 and 2013, and the related consolidated statements of income, comprehensive income, share­
holders' equity, and cash flows for each of the three years in theperiod ended September 30~ 2014. Our audits
also included the financial statement schedule listed in the Index at Item 8. These financial statements and
schedule are the responsibility of the Company's management. OUf responsibility is to express an opinion on
these financial statements and schedule based on our audits,

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assess­
ing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the con­
solidated financial position of Atmos Energy Corporation at September 30,2014 and 2013, and the consolidated
results of its operations and its cash flows for each of the three years in the period ended September 30, 2014, in
confonnity with U.S ~ generally accepted accounting principles. Also, in our opinion, the related financial state­
ment schedule, when considered in relation to the financial statements taken as a whole, presents fairly, in all
material respects the financial information set forth therein,

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), Atmos Energy Corporation's internal control over financial reporting as of September 30,2014,
based on criteria established in Internal Control- Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (1992 framework) and our report dated November 6, 2014 expressed
an unqualified opinion thereon,

/s/ ERNST & YOUNG LLP

Dallas; Texas
November 6~ 2014
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September 30
2014 2013

(In thousands,
except share data)

ASSETS
Property, plant and equipment I I ". ~ •••• ~ • ~ ••• ~ ~ I •••

Construction in progress .. ~ . . ~ . . .. . . .. . . .. I .. .. .. • • .. • • • .. • .. • • • • • • • • ~ • • ~ • • • • • • • ~

Less accumulated depreciation and amortization I I '_1 I • I _ ..

Net property, plant and equipment I • .. • • .. • • • • • ••• ~ ~ .

Current assets

Cash and cash equivalents .. . .. . . .. .. . . .. . .. . . . . . I ~ I I I .

Accounts receivable, less allowance for doubtful accounts of $23,992 in 2014 and
$20,624 in 2013 I I K • • • • ••••• ~ • • .. • • • .. • • • .. • • • • • ~ ••

Gas stored underground . ~ . ~ ~ ~ I" I I I I I ..

Other current assets . . .. .. . .. . .. .. . . .. . . . . . . . . . . . . . . . . . . .. . . . .. . . . ~ . . . . . . . I .. • •

Total current assets ~ I .. I K •• K •••••• ~ •

Goodwill ~ . . . ~ . .. . . . . . ~ . . . . ~ . . .. . .. . I ~ .. • I I I .. .. I I .. .. I .. .. • .. .. • • .. .. • .. .. I

Deferred charges and other assets I • • • • • .. • • • .. • • • .. • • • • • • • • • • •

CAPITALIZATION AND LIABILITIES
Shareholders' equity

Common stock, no par value (stated at $.005 per share);
200,000,000 shares authorized; issued and outstanding:
2014 - 100,388,092 shares, 2013 - 90,640,211 shares ~ K ~ •• ~ •••

Additional paid-in capital K • • • • I I I I I I I I .. I ..

Accumulated other comprehensive income (loss) . ~ ~ ~ ~ . ~ .
Retained earnings .. ~ ~ ~ ~ .. ~ .

Shareholders' equity . . . . . . . ~ ~ I .. .. • • • • • •

Long-term debt ~ ~ K •••••••••• K ••••• ~ ~ .

Total capitalization I I .. '.' ~ ••• ~ ~ •• * .

Commitments and contingencies

Current liabilities
Accounts payable and accrued liabilities I I I I I I I .

Other current liabilities I .. I I I ~ •••••• ~ ••••••••••

Short-term debt ~ . . . . . . . .. . . . . y • • I • • • I • • • • • I ~ • • • ~ • • • ~ • • .. • • .. .. • .. •

Total current liabilities . I ~ •• ~ ••• K ~ ~

Deferred income taxes ~ I I I I I .

Regulatory cost of removal obligation K •••••••• y ~ •

Pension and( postretirement liabilities I • • .. .. • • • .. • • • ~ • • • • • • • • • • • • • • • ~ ~ • • ~ • • •

Deferred credits and other liabilities . . .. . .. . . .. .. . . . .. . . . . . . . . . . . . ~ . . . . . . . . . . . . ~

$8,200,121
247,579

8~447,700

1,721,794

6,725,906

42,258

343,400

278,917
111,265

775,840
742,029
350,929

$8,594,704

$ 502
2,180,151

(12,393)

917,972

3,086,232
2,455,986

5,542~218

311,604
402~351

196,695

910,650
1,286,616

445,387

340,963
68,870

$8,594,704

$7,446,272
275,747

7,722,019
1,691,364

6,030,655

66,199

301,992
244,741

64,201

677,133
741,363
485,117

$7,934,268

$ 453
1,765,811

38~878

775,267

2,580,409

2~455,671

5~036,080

241,611
368~891

367,984

978~486

1,164,053

359,299

358,787
37,563

$7,934,268

See accompanying notes to consolidated financial statements.
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ATMOS E~RGY CORPORATION

CONSOLIDATED STATEMENTS OF INCOME

Year Ended September 30
2014 2013 2012

(In thousands, except per share data)

1,885~O31 1,318,257

1,979,337 1,524,583
(505;878) (379~430)

3,358,490 2,463~410

1,582)426 1,412,050

505,154 488,020
253,987 235,079
211,936 187,072

1,122,587

1,293,858
(304,022)

2,112,423

1,323,739

453~613

237,525
181,073

5,288

877,499

446,240.
(14,644)
141,174

290,422
98,226

192,196

18,172

6,349

$ 216,717

$2,145,330
247,351

1}348,982
(305,501)

3,436,162

910,171

501,879
(197).

128,385

373,297
142,599

230,698

7,202

5,294

$ 243,194

$2,399,493
268,900

1,587~914
(380,847)

3,875~460

971~077

611,349
(5,235)

129~295

476,819
187,002

289,817

$ 289,817

Operating revenues
Regulated distribution segment ~ . a A ••• ~ •• ~ •••••••••••••• ~ • •• $3,061,546
Regulated pipeline segment .. ~ .. a •••••• ~ ••••• ~ ••• ~ •••• ~ ~ • • 318,459
Nonregulated segment . . . . ~ .. ~ .. ~ ... ~ . . . . ~ . . . . . . . . . . . . . . . . 2,067,292
Intersegment eliminations . . . . . . . ~ . . . . . . . . ~ . . . . . . . . . . . . . . . . (506,381)

4,940~916

Purchased gas cost
Regulated distribution segment ~ ~ .
Regulated pipeline segment ~ .. ~ .. ~ .
Nonregulated segment . . . . ~ . . ~ . . ~ . . . ~ . . . . ~ . . . . . . . . . . . . . . . .
Intersegment eliminations . . . . . . . . . .. * •••• ~ •• ~ a ••• ~ ••• a a ~ ••

Oross profit ~...... . . . . . . . . . . . . . ~ . . a ~ • • ~ • ~ .• • • a • • • a • • • • • ~ • •

Operating expenses
Operation and maintenance ~ . a ~ •• A • • • • • • • • • • ••••••••••• ~ •••

Depreciation and amortization ~ ~ .. ~ .
Taxes, other than income . ~ * •••••••• ~ •••

Asset impairments ~ ~ . a • • • • • • ~ • • • • • • • • • • • • • • • a • • • • ~ • • • • • • •

Total operating expenses ~ ~ c ••• ~ •••• ~ •••

Operating income . a ~ ~ ~ a • • • A • • ~ • • A • • • • • • • • ~ • • • • • • • • • • • • • • • •

Miscellaneous expense, net . . . . . . . . . . . . ~ . . . . ~ . . . . . . . ~ . . ~ . ~ . . .
Interest charges ~.......... ~ . . ~ . . . . . ~ . . . . . . . . . . . . . . . . . . . . . .

Income from continuing operations before income taxes . . . . . . . . . . .
Income tax expense ~ A ••• ~ ••• a ~ •••

Income from continuing operations . ~ ~ ','
Income from discontinued operations, net of tax ($0, $3,986 and

$10 ~066) . ~ . . ~ . . . ~ . . . . . . . . . . . . ~ . . a • • a • • • • • a A • • • A • • • • ~ • • •

Gain on sale of discontinued operations, net of tax ($0, $2,909 and
$3,519) * •• * •••••••••••••••••••

Net income ~ ~ . . . . . . . . ~ . . . . . . . . . . . . . . . . . . . ~ . . . . . . . .

Basic earnings per share
Income per share from continuing operations ................ * • ' $ 2.96 $ 2.54 $ 2.12
Income per share from discontinued operations ill ill ..... ill •••• ole •••• 0.14 0.27

Net income per share - basic . ~ . . . ~ . . A • • ~ • A • • • • • • • • • • • • • • • • $ 2.96 $ 2~68 $ 2.39

Diluted earnings per share
Income per share from continuing operations .... ~ .... ~ ........ $ 2.96 $ 2~50 $ 2.10
Income per share from discontinued operations ill ill -II. ill ill .. ill ill ill 11:1. II II II ill 0.14 0.27

Net income per share - diluted • II ..... II .... II .. ill .. ill ill ill ... ill ill II .. II ...... II II. II $ 2.96 $ 2.64 $ 2.37

Weighted average shares outstanding:
Basic ................................................. II II .... II II ................. 97,606 90,533 90,150
Diluted . . . . . . . . . ~ . . . . . . . . . . . . . . a • • • • • • • • • • • • • • • • • • • • • ~ • 97,608 91,711 91,172

See accompanying notes to consolidated financial statements.
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ATMOS ENERGY CORPORATION

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year Ended September 30

2014 2013 2012
(In thousands)

$289,817 $243,194 $216,717Net income . ~ ~ . . . . ~ . . . ~ . ~ ~ . . . . . . . . . . . ~ . . . . . . . ~ . . . . . ~ ~ . . . . . . . . .
Other comprehensive income (loss), net of tax

Net unrealized holding gains (losses) on available-for-sale securities, net
of tax of $1,199~ $(186) and $1,881 ~ ~ ~ ~ .

Cash flow hedges:

Amortization and unrealized gain (loss) on interest rate agreements,
net of tax of $(32,353); $47,236 and $(5,388) .

Net unrealized gains on commodity cash flow hedges, net of tax of
$1,791, $2,889 and $5~029 .

Total other comprehensive income (loss) ~ .. ~ ~ .

Total comprehensive income ~ ~ ~ z ••••••••• z ~ •••••

2,214

(56,287)

2,802

(51,271)

$238,546

(213)

82,179

4,519

86;485

$329~679

3,103

7,866

853

$217,570

See accompanying notes to condensed consolidated financial statements.
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ATMOS ENERGY CORPORATION

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

23;536

81

17,752

78

15~934

80

2,359,243

243,194

86,485

(5,150)

(128,115)

2;580~409

289~817

(51,271)

(8~717)

(146,248)

390,205

4,067

(864) 4,353

(50)

(744) 8,788

(65)

(484) 12,037

775,267

289~817

660,932

243,194

(146,248)

(128,115)

38,878

86~485

(51,271)

(47,607)

$(12,393) $ 917,972 $3,086,232

(50)

9,530

(8,716)

(5,150)

(12,533)

(5~219)

390~159

4,066

5~214

2

2

(1)

(2)

531,672

482,289

(387,991)

(153,255)

(190,134)

(133,449)

Accumulated
Other

Common stock Additional Comprehensive
Number of Stated Paid-in Income Retained

Shares Value Capital (Loss) Earnings Total

(In thousands, except share and per share data)

$(48~460) $ 570,495 $2,255,421

216,717 216,717
853 853

(12,535)

(5,219)

(125,796) (125,796)

Balance, September 30, 2011 ~ .. ~ . . . .. 90,296,482 $451 $1,732,935

Netincome .
Other comprehensive income ~

Repurchase of common stock ..

Repurchase of equity awards " .
Cash dividends ($1.38 per share) .
Common stock issued: .

Direct stock purchase plan .

1998 Long-term incentive plan .

Employee stock-based
compensation .. ~ ~ ... ~ ..... ~ . . . . 17~752

Outside directors stock-for-fee plan. . . 2,375 78

Balance, September 30,2012 90,239,900 451 1}745,467

Net income ~ ~ ~ .

Other comprehensive income .

Repurchase of equity awards .
Cash dividends ($1.40 per share) . ~ .

Common stock issued:

Direct stock purchase plan . t .

1998 Long-term incentive pIari ~ .

Employee stock-based
compensation 15~934

Outside directors stock-for-fee plan ~ . . 2,088 80

Balance, September 30,2013 ~ . . . 90,640,211 453 1,765,811

Net income ~ ~ .

Other comprehensive loss .

Repurchase of equity awards . . ~ . . . . . .

Cash dividends ($1.48 per share) ..... ~ .

Common stock issued:

Public offering ~ ~ . . 9,200,000 46

Direct stock purchase plan ~ . . . . .. . 83,150 1

1998 Long-term incentive plan .. . . . . . . 653,130 3

Employee stock-based
compensation 23,536

Outside directors stock-for-fee plan. . . t,735 81

Balance, September 30, 2014 .. ~ . . . . .. 100~388,092 $502 $2,180,151

See accompanying notes to consolidated financial statements.
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ATMOSENERGYCORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS
Year Ended September 30

2014 2013 2012
(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income ~ . . .. . . .. . . .. . . . . .. .. . . .. .. . . . . .. .. $ 289,817
Adjustments to reconcile net income to net cash provided by operating

activities:
Asset impairments a • • • a • a .. • • .. • • • • • .. ..

Gain on sale of discontinued operations ~ . a ~ • • • • • .. • • • • ......

Depreciation and amortization:
Charged to depreciation and amortization ~ ~ ~ ..
Charged to other accounts .

Deferred income taxes . ~ ~ . . . . . . . . . . . . . . .
Stack-based compensation ~ ~ . .. .. . .. .. .. . . . . . . . . . . . .
Debt financing costs ~ .
Other . . ~ . . . . ~ . . ~ . . .. . . .. . .. . . . .. . . . .. . . .. . . . . . .. ~ .. ~ . . . . . . a .. • • •

Changes in assets and liabilities:
(Increase) decrease in accounts receivable .. ~ . . a ~ • ~ • • .. ~ • • • .. • • •

(Increase) decrease in gas stored underground .
(Increase) decrease in other current assets . . . .. . . . .. .. .. .. . . .. . . .. * • • •

(Increase) decrease in deferred charges and other assets ..... ~ ~ .
Increase (decrease) in accounts payable and accrued liabilities .
Increase (decrease) in other current liabilities . .
Increase (decrease) in deferred credits and other liabilities . . . . . . . .

Net cash provided by operating activities ~ a a ~ .

CASH FLOWS USED IN INVESTING ACTIVITIES
Capital expenditures . . . . .. . . .. . . .. . . .. .. . ~ . . . . . ~ . . . . ~ ~ . . . ~ . . . . .. . .
Proceeds from the sale of discontinued operations .
Other, net ~ ~ . .. ~ . . . ~ . . . . . . .. ~ . . .. . . .. .. . .. .. . . . . .. .. . . * .. • • • ~ •

Net cash used in investing activities ..... .. ~ . . . . . ~ . . .. . . . a ....

CASH FLOWS FROM FINANCING ACTIVITIES
Net increase (decrease) in short-term debt . ~ .. ~ ~ ..
Net proceeds from issuance of long-term debt w z

Net proceeds from equity offering ~ * * •••• * ~

Settlement of Treasury lock agreements ~ a z ~

Repayment of long-term debt . .. . . . . ~ ~ ~ ~ .. ~ .
Cash dividends paid ~ ~ ~ .
Repurchase of common stock ~ . . .. . . .. .. . . .. . .. . . . . . .. . . . .. . . . . .
Repurchase of equity awards .
Issuance of common stock ~ .

Net cash provided by (used in) financing activities .

Net increase (decrease) in cash and cash equivalents .
Cash and cash equivalents at beginning of year. .. . . .. .. .. .. . . .. .. . . . . . ..

Cash and cash equivalents at end of year . . . . . . .. . . . .. .. . . . . . .

CASH PAID (RECEIVED) DURING THE PERIOD FOR:
Interest w... w • • • ~ • • w • • • ~ • • • w • • • • • • • .. • • .. • • • • • .. • .. .. • • .. • • • ~ .. •• $ 156,606
Income taxes ~ ~ ~ .. $ (610)

See accompanying notes to consolidated financial statements.

57

$ 243,194

$ 148,461
$ 10,008

246,093
484

104,319
19,222

8,147
(493)

32,578
28,417
20,989

(50,055)
(64,234)

7;889
21,424

586,917

(732,858)
128,223
(4~625)

(609,260).

354,141

(257,034)
(125,796)

(12,535)
(5,219)
1,606

(44,837)

(67,180)
131,419

$ 64,239

$ 150,606
$ (432)
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ATMOS ENERGY CORPORATION -

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Nature of Business

Atmos Energy Corporation ("Atmos Energy'; or the "Company") and our subsidiaries are engaged primarily
in the regulated natural gas distribution and pipeline businesses as well as certain other nonregulated businesses.
Through our regulated distribution business, we deliver natural gas through sales and transportation arrangements
to over three million residential, commercial, public-authority and industrial customers through our six regulated
distribution d.ivisions in the service areas described below:

Division

Atmos Energy Colorado-Kansas Division ~ ~

Atmos Energy KentuckyfMid-States Division .
Atmos Energy Louisiana Division ~ ~ .
Atmos Energy Mid-Tex Division z ••••• ~ ••• ~ •••

Atmos Energy Mississippi Division
. Atmos Energy West Texas Division

Service Area

Colorado, Kansas
Kentucky, Tennessee, Virginia'D

Louisiana
Texas, including the Dallas/Fort Worth
metropolitan area
Mississippi

West Texas

(1) Denotes location where we have more limited service areas.

In addition, we transport natural gas for others through our distribution system. Our distribution business is
subject to federal and state regulation and/or regulation by local authorities in each of the states in which our
regulated distribution divisions operate. Our corporate headquarters and shared-services function are located in
Dallas, Texas; and our customer support centers are located in Amarillo and Waco, Texas.

During fiscal 2013 and fiscal 2012, we sold our regulated distribution operations in four states to streamline
our regulated operations. On April l , 2013, we completed the divestiture of our regulated distribution operations
in Georgia, representing approximately 64,000 customers, and in August 2012, we completed the sale of our
regulated distribution operations in Missouri, Illinois and Iowa, representing approximately 84,000 customers.

OUf regulated pipeline business, which is also subject to federal and state regulation, consists of the regu­
lated operations of our Atmos Pipeline-Texas Division, a division of the Company. This division transports natu­
ral 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 to the pipeline industry including parking
arrangements; lending and sales of inventory on hand.

OUf nonregulated businesses operate primarily in the Midwest and Southeast through variouswholly-owned
subsidiaries of Atmos Energy Holdings, Inc., (AER). AEH is a wholly-owned subsidiary of the Company and
based in Houston, Texas. Through AEH, we provide natural gas management and transportation services to
municipalities, regulated distribution companies, including certain divisions of Atmos Energy and third parties.

2. Summary of Significant Accounting Policies

Principles ofconsolidation - The accompanying consolidated financial statements include the accounts of
Atmos Energy Corporation and its wholly-owned subsidiaries. All material intercompany transactions have been
eliminated; however, we have not eliminated intercompany profits when such amounts are probable of recovery
under the affiliates; rate regulation process.

Basis ofcomparison~ Certain prior-year amounts have been reclassified to conform with the current year
presentation.

Use ofestimates - The preparation of financial statements in conformity with accounting principles gen­
erally accepted in the United States requires management to make estimates and assumptions that affect the
reported amounts of assets, liabilities ~ revenues and expenses. The most significant estimates include the allow­
ance for doubtful accounts, unbilled revenues, legal and environmental accruals; insurance accruals, pension and

58



CASE NO. 2015-00343
FR_16(7)(p)

ATTACHMENT 1

ATMOS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

postretirement obligations, deferred income taxes, asset retirement obligations, impairment of long-lived assets,
risk management and trading activities, fair value measurements and the valuation of goodwill and other long­
lived assets. Actual results could differ from those estimates.

Regulation - Our regulated distribution and regulated pipeline operations are subject to regulation with
respect to rates, service, maintenance of accounting records and various other matters by the respective regulatory
authorities in the states in which we operate. Our accounting policies recognize the financial effects of the rate­
making and accounting practices and policies of the various regulatory commissions. Accounting principles gen­
erally accepted in the United States require cost-based} rate-regulated entities that meet certain criteria to reflect the
authorized recovery of costs due to regulatory decisions in their financial statements. As a result; certain costs that
would normally be expensed under accounting principles generally accepted in the United States are permitted to be
capitalized or deferred on the balance sheet because it is probable they can be recovered through rates. Further,
regulation may impact the period in which revenues or expenses are recognized. The amounts to be recovered or
recognized are based upon historical experience and our understanding of the regulations.

We record regulatory assets as a component of other current assets and deferred charges and other assets for
costs that have been deferred for which future recovery through customer rates is considered probable, Regu­
latory liabilities are recorded either on the face of the balance sheet or as a component of current liabilities,
deferred income taxes or deferred credits and other liabilities when it is probable that revenues will be reduced
for amounts that will be credited to customers through the ratemaking process. Significant regulatory assets and
liabilities as of September 30, 2014 and 2013 included the following:

September 30
2014 2013

(In thousands)

Regulatory assets:
Pension and postretirement benefit costs'!' . ~ ~ .
Merger and integration costs, net ~ ~ .. A ~ ••• ~ •• a ~

Deferred gas costs .... ~ .... a ~ •••••••••••••••••••••••••••••••••••

Regulatory cost of removal asset ~ A • a A

Rate case costs .... a •••••••••••••••••••••••••••••••••••• K •••••••

Texas Rule 8.209(2) ~ ~ ~ ~ .. a •••••••••••••••••••••

APT annual adjustment mechanism ~ ~ .

Recoverable loss on reacquired debt .. ~ . . . . . . . . . . . . . . .

Other .........................."' ~ . . . . . . a a ~ • • • a ~ • • • A • • • • • • • • • ~

Regulatory liabilities:

Deferred gas costs ~ .. ~ . a ~ •••• a ~ • a ••••••••••••••••••••••••••

Deferred franchise fees ~ .. "' ~ .

Regulatory cost of removal obligation .
Other ~ . . . . . a • • • • a • • • • a ~ • • • z • a ~ • • A ~ • • A

$162,777
4,730

20,069

3,757
26,948

8,479
18,877
4,672

$250,309

$ 35,063
5,268

490,448

14,980

$545,759

$187,977
5,250

15,152
10,008

6,329
30,364

5,853
21,435

4,380

$286,748

$ 16,481
1,689

427,524
7,887

$453,581

(1) Includes $18.8 million and $17.4 million of pension and postretirement expense deferred pursuant to regu­
latory authorization.

(2) Texas Rule 8.209 is a Railroad Commission rule that allows for the deferral of all expenses associated with
capital expenditures incurred pursuant to this rule; including the recording of interest on the deferred
expenses until the next rate proceeding (rate case or annual rate filing), at which time investment and costs
would be recovered through base rates.
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Currently, authorized rates do not include a return on certain of our merger and integration costs; however,
we recover the amortization of these costs. Merger and integration costs, net, are generally amortized on a
straight-line basis over estimated useful lives ranging up to 20 years. During the fiscal years ended September 30,
2014, 2013 and 2012, we recognized $0.5 million in amortization expense related to these costs.

Revenue recognition - Sales of natural gas to our regulated distribution customers are billed on a monthly
basis; however, the billing cycle periods for certain classes of customers do not necessarily coincide with
accounting periods used for financial reporting- purposes. We follow the revenue accrual method of accounting
for regulated distribution segment revenues whereby revenues applicable to gas delivered to customers, but not
yet billed under the cycle billing method, are estimated and accrued and the related costs are charged to expense,

On occasion, we are permitted to implement new rates that have not been formally approved by our state
regulatory commissions, which are subject to refund. As pemritted by accounting principles generally accepted in
the United States, we recognize this revenue and establish a reserve for amounts that could be refunded based on
our experience for the jurisdiction in which the rates were implemented.

Rates established by regulatory authorities are adjusted for increases and decreases in our purchased gas
costs through purchased gas cost adjustment mechanisms. Purchased gas cost adjustment mechanisms provide
gas distribution companies a method of recovering purchased gas costs on an ongoing basis without filing a rate
case to address all of their non-gas costs. There is no gross profit generated through purchased gas cost adjust­
ments' but they provide a dollar-for-dollar offset to increases or decreases in OUf regulated distribution segment' s
gas costs. The effects of these purchased gas cost adjustment mechanisms are recorded as deferred gas costs on
our balance sheet. .

Operating revenues for our regulated pipeline and nonregulated segments are recognized in the period in
which actual volumes are transported and storage services are provided.

Operating revenues for our nonregulated segment and the associated carrying value of natural gas inventory
(inclusive of storage costs) are recognized when we sell the gas and physically deliver it to our customers.
Operating revenues include realized gains and losses arising from the settlement of financial instruments used in
our nonregulated activities and unrealized gains and losses arising from changes in the fair value of natural gas
inventory designated as a hedged item in a fair value hedge and the associated financial instruments. For the fis­
cal years ended September 30, 2014, 2013 and 2012, we included unrealized gains (losses) on open contracts of
$9.6 million, $9.0 million and $(8.0) million as a component of nonregulated revenues.

Cash and cash equivalents - We consider all highly liquid investments with an original maturity of three
months or less to be cash equivalents.

Accounts receivable and aUowance for doubtful accounts - Accounts receivable arise from natural gas sales
to residential, commercial, industrial, municipal and other customers. We establish an allowance for doubtful
accounts to reduce the net receivable balance to the amount we reasonably expect to collect based on our collection
experience or where we are aware of a specific customer's inability or reluctance to pay. However, if circumstances
change, our estimate of the recoverability of accounts receivable could be affected. Circumstances which could
affect our estimates include, but are not limited to, customer credit issues, the level of natural gas prices, customer
deposits and general economic conditions. Accounts are written off once they are deemed to be uncollectible.

Gas stored underground~ Our gas stored underground is comprised of natural gas injected into storage to
support the winter season withdrawals for our regulated distribution operations and natural gas held by our nOTI­
regulated segment to conduct their operations. The average cost method is used for all our regulated operations,
except for certain jurisdictions in the Kentucky/Mid-States Division, where it is valued on the first-in first-out
method basis, in accordance with regulatory requirements. Our nonregulated segment utilizes the average cost
method; however, most of this inventory is hedged and is therefore reported at fair value at the end of each
month. Gas in storage that is retained as cushion gas to maintain reservoir pressure is classified as property; plant
and equipment and is valued at cost.
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Regulated property, plant and equipment - Regulated property, plant and equipment is stated at original ..
cost, net of contributions in aid of construction. The cost of additions includes direct construction costs, payroll
related costs (taxes, pensions and other fringe benefits), administrative and general costs and an allowance for
funds used during construction. The allowance for funds used during construction represents the estimated cost
of funds used to finance the construction of maj or projects and are capitalized in the rate base for ratemaking
purposes when the completed proj ects are placed in service. Interest expense of $1.5 million, $1.9 million and
$2.6 million was capitalized in 2014,2013 and 2012.

Maj or renewals, including replacement pipe, and betterments that are recoverable under our regulatory rate ,
base are capitalized while the costs of maintenance and repairs that are not recoverable through rates are charged
to expense as incurred. The costs of large projects are accumulated in construction in progress until the project is
completed. When the project is completed, tested and placed in service, the balance is transferred to the regulated
plant in service account included in the rate base and depreciation begins.

Regulated property, plant and equipment is depreciated at various rates on a straight-line basis. These rates
are approved by our regulatory commissions and are comprised of two components: one based on average serv­
ice life and one based on cost of removal. Accordingly, we recognize our cost of removal expense as a compo­
nent of depreciation expense. The related cost of removal accrual is reflected as a regulatory liability on the
consolidated balance sheet At the time property, plant and equipment is retired, removal expenses less salvage,
are charged to the regulatory cost of removal accrual. The composite depreciation rate was 3.3 percent, 3.3 per­
cent and 3.6 percent for the fiscal years ended September 30}2014,2013 and 2012.

Nonregulated property, plant and equipment - Nonregulated property, plant and equipment is stated at
cost. Depreciation is generally computed on the straight-line method for financial reporting purposes based upon
estimated useful lives ranging from three to 50 years.

Asset retirement obligations~We record a liability at fair value for an asset retirement obligation when
the legal obligation to retire the asset has been incurred with an offsetting increase to the carrying value of the
related asset. Accretion of the asset retirement obligation due to the passage of time is recorded as an operating
expense.

As of September 30,2014 and 2013, we had asset retirement obligations of $10.5 million and $6.8 million.
Additionally ~ we had $5.9 million and $3.3 million of asset retirement costs recorded as a component of property;
plant and equipment that will be depreciated over the remaining life of the underlying associated assets.

We believe we have a legal obligation to retire our natural gas storage facilities. However, we have not
recognized an asset retirement obligation associated with our storage facilities because we are not able to
determine the settlement date of this obligation as we do not anticipate taking our storage facilities aut of service
permanently ~ Therefore, we cannot reasonably estimate the fair value of this obligation.

Impairment of long-lived assets - We periodically evaluate whether events or circumstances have
occurred that indicate that other long-lived assets may not be recoverable or that the remaining usefullife may
warrant revision. When such events or circumstances are present, we assess the recoverability of long-lived
assets by determining whether the carrying value will be recovered through the expected future cash flows. In the
event the sum of the expected future cash flows resulting from the use of the asset is less than the carrying value
of the asset, an impairment loss equal to the excess of the asset's carrying value over its fair value is recorded.

During fiscal 2012, we recorded a pre-tax noncash impairment lass of $5.3 million related to our gathering
systems in Kentucky. See Nate 14 for further details.

Goodwill- We annually evaluate our goodwill balances for impairment during our second fiscal quarter or
more frequent!y as impairment indicators arise. We use a present value technique based on discounted cash flows
to estimate the fair value of our reporting units. These calculations are dependent on several subjective factors
including the timing of future cash flows, future growth rates and the discount rate. An impairment charge is
recognized if the carrying value of a reporting unit's goodwill exceeds its fair value.
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Marketable securities - As of September 30, 2014 and 2013, all of our marketable securities were classi­
fied as available-for-sale. In accordance with the authoritative accounting standards, these securities are reported
at market value with unrealized gains and losses shown as a component of accumulated other comprehensive
income (loss), We regularly evaluate the performance of these investments on an individual investment by
investment basis for impairment, taking into consideration the fund's purpose, volatility and current returns. If a
determination is made that a decline in fair value is other than temporary~ the related investment is written down
to its estimated fair value.

. Financial instruments and hedging activities - We use financial instruments to mitigate commodity price
risk in our regulated distribution and nonregulated segments and interest rate risk, The objectives and strategies
for using financial instruments have been tailored to our regulated and nonregulated businesses and are discussed
in Note 12.

We record all of our financial instruments on the balance sheet at fair value, with changes in fair value ulti­
mately recorded in the income statement. These financial instruments are reported as risk management assets and
liabilities and are classified as current or noncurrent other assets or liabilities based upon the anticipated settle­
ment date of the underlying financial instrument.

The timing of when changes in fair value of our financial instruments are recorded in the income statement
depends on whether the financial instrument has been designated and qualifies as a part of a hedging relationship
or if regulatory rulings require a different accounting treatment. Changes in fair value for financial instruments
tha t do not meet one of these criteria are recognized in the income statement as they occur~

Financial Instruments Associated with Commodity Price Risk

In our regulated distribution segment, the costs associated with and the gains and losses arising from the use
of financial instruments to mitigate commodity price risk are included in our purchased gas cost adjustment
mechanisms in accordance with regulatory requirements. Therefore, changes in the fair value of these financial
instruments are initially recorded as a component of deferred gas costs and recognized in the consolidated state­
ment of income as a component of purchased gas cost when the related costs are recovered through our rates and
recognized in revenue in accordance with accounting principles generally accepted in the United States. Accord­
ingly, there is no earnings impact on our regulated distribution segment as a result of the use of financial instru­
ments.

In our nonregulated segment, we have designated most of the natural gas inventory held by this operating
segment as the hedged item in a fair-value hedge. This inventory is marked to market at the end of each month
based on the Gas Daily index, with changes in fair value recognized as unrealized gains or losses in revenue in
the period of change. The financial instruments associated with this natural gas inventory have been designated
as fair-value hedges and are marked to market each month based upon the NYIvIEX price with changes in fair
value reeo gnized as unrealized gains or losses in purchased gas cost in the period of change. We have elected to
exclude this spot/forward differential for purposes of assessing the effectiveness of these fair-value hedges.

Additionally, we have elected to treat fixed-price forward contracts used in our noirregulated segment to
deliver natural gas as normal purchases and normal sales. As such, these deliveries are recorded on an accrual
basis in accordance with our revenue reco gnition policy. Financial instruments used to mitigate the commodity
price risk associated with these contracts have been designated as cash flow hedges of anticipated purchases and
sales at indexed prices. Accordingly) unrealized gains and losses on these open financial instruments are recorded
as a component of accumulated other comprehensive income, and are recognized in earnings as a component of
purchased gas cost when the hedged volumes are sold.

Gains and losses from hedge ineffectiveness are recognized in the income statement. Fair value and cash
flow hedge ineffectiveness arising from natural gas market price differences between the locations of the hedged
inventory and the delivery location specified in the financial instruments is referred to as basis ineffectiveness.
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Ineffectiveness arising from changes in the fair value of the fair value hedges due to changes in the difference
between the spot price and the futures price, as well as the difference between the timing of the settlement of the
futures and the valuation of the underlying physical commodity is referred to as timing ineffectiveness. Hedge
ineffectiveness, to the extent incurred, is reported as a component of purchased gas cost.

Our nonregulated segment also utilizes master netting agreements with significant counterparties that allow
us to offset gains and losses arising from financial instruments that may be settled in cash with gains and losses
arising from financial instruments that rnay be settled with the physical commodity. Assets and liabilities from'
risk management activities, as well as accounts receivable and payable, reflect the master netting agreements in
place. Additionally, the accounting guidance for master netting arrangements requires us to include the fair value
of cash collateral or the obligation to return cash in the amounts that have been netted under master netting
agreements used to offset gains and losses arising from financial instruments. As of September 30~ 2014 and
2013, the Company netted $25.8 million and $24.8 million of cash held in margin accounts into its current and
noncurrent risk management assets and liabilities.

Financial Instruments Associated with Interest Rate Risk

We manage interest rate risk, primarily when we plan to issue new long-term debt or to refinance existing
long-term debt We manage this risk through the use of forward starting interest rate swaps, interest rate swaps,
and prior to fiscal 2012., Treasury lock agreements, to fix the Treasury yield component of the interest cost asso­
ciated with anticipated financings. We designate these financial instruments as cash flow hedges at the time the
agreements are executed. Unrealized gains and losses associated with the instruments are recorded as a compo­
nent of accumulated other comprehensive income (loss). When the instruments settle, the realized gain or loss is
recorded as a component of accumulated other comprehensive income (loss) and recognized as a component of
interest expense over the life of the related financing arrangement. Hedge ineffectiveness to the extent incurred is
reported as a component of interest expense.

Fair Value M eQS urements - We report certain assets and liabilities at fair value, which is defined as the
price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date (exit price). We primarily use quoted market prices and other observable
market pricing information in valuing our financial assets and liabilities and minimize the use of unobservable
pricing inputs in our measurements.

Fair-value estimates also consider our own creditworthiness and the creditworthiness of the counterparties
involved. Our counterparties consist primarily of financial institutions and major energy companies. This concen­
tration of counterparties may materially impact our exposure to credit risk resulting from market, economic or
regulatory conditions. We seek to minimize counterparty credit risk through an evaluation of their financial con­
dition and credit ratings and the use of collateral requirements under certain circumstances.

Amounts reported at fair value are subject to potentially significant volatility based upon changes in market
prices, including, but not limited to, the valuation of the portfolio of our contracts, maturity and settlement of
these contracts and newly originated transactions and interest rates, each of which directly affect the estimated
fair value of our financial instruments. We believe the market prices and models used to value these financial
instruments represent the best information available with respect to closing exchange and over-the-counter quota­
tions, time value and volatility factors underlying the contracts. Values are adjusted to reflect the potential impact
of an orderly liquidation of our positions over a reasonable period of time under then current market conditions.

Authoritative accounting literature establishes a fair value hierarchy that prioritizes the inputs used to measure
fair value based on observable and unobservable data. The hierarchy categorizes the inputs into three levels, with
the highest priority given to unadjusted quoted prices in active markets for identical assets and liabilities (Levell)
and the lowest priority given to unobservable inputs (Level 3). The levels of the hierarchy are described below:

Levell - Represents unadjusted quoted prices in active markets for identical assets or liabilities. An active
market for the asset or liability is defined as a market in which transactions for the asset or liability occur with
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sufficient frequency and volume to provide pricing information on an ongoing basis. Prices actively quoted on
national exchanges are used to determine the fair value of most of our assets and liabilities recorded on our bal­
ance sheet at fair value. Within our nonregulated operations, we utilize a mid-market pricing convention (the
mid-point between the bid and ask prices), as permitted under current accounting standards. Values derived from
these sources reflect the market in which transactions involving these financial instruments are executed.

OUf Levell measurements consist primarily of exchange-traded financial instruments, gas stored under­
ground that has been designated as the hedged item in a fair value hedge and our available-for-sale securities.
The Levell measurements for investments in our Master Trust, Supplemental Executive Benefit Plan and post­
retirement benefit plan consist primarily of exchange-traded financial instruments.

Level 2 - Represents pricing inputs other than quoted prices included in Levell that are either directly or
indirectly observable for the asset or liability as of the reporting date. These inputs are derived principally from,
or corroborated by, observable market data, Our Level 2 measurements primarily consist of non-exchange-traded
financial instruments, such as over-the-counter options and swaps and municipal and corporate bonds where
market data for pricing is observable. The Level 2 measurements for investments in our Master Trust, Supple­
mental Executive Benefi t Plan and postretirement benefit plan consist primarily of non-exchange traded financial
instruments such as common collective trusts and investments in limited partnerships.

Level 3 - Represents generally unobservable pricing inputs which are developed based on the best
information available, including our own internal data" in situations where there is little if any market activity for
the asset or liability at the measurement date .. The pricing inputs utilized reflect what a market participant would
use to determine fair value. We utilize models and other valuation methods to determine fair value when external
sources are not available. We believe the market prices and models used to value these assets and liabilities
represent the best information available with respect to closing exchange and over-the-counter quotations, time
value and volatility factors underlying the assets and liabilities.

As of September 30, 2014, our Master Trust owned one real estate investment with a value less than $O~2

million that qualifies as a Level 3 fair value measurement. The valuation technique used was a real estate
appraisal obtained from an independent third party that consisted of several unobservable inputs such as com­
parable land and building sales values per square foot. Current!y, we have no other assets or liabilities recorded at
fair value that would qualify for Level 3 reporting.

Pension and other postretirement plans - Pension and other postretirement plan costs and liabilities are
determined on an actuarial basis and are affected by numerous assumptions and estimates including the market
value of plan assets, estimates of the expected return on plan assets, assumed discount rates and current demo­
graphic and actuarial mortality data. Our measurement date is September 30. The assumed discount rate and the
expected return are the assumptions that generally have the most significant impact on our pension costs and
liabilities. The assumed discount rate, the assumed health care cost trend rate and assumed rates of retirement
generally have the most significant impact on our postretirement plan costs and liabilities..

The discount rate is utilized principally in calculating the actuarial present value of our pension and post­
retirement obligation and net pension and postretirement cost. When establishing our discount rate, we consider
high quality corporate bond rates based on bonds available in the marketplace that are suitable for settling the
obligations, changes in those rates from the prior year and the implied discount rate that is derived from matching
our projected benefit disbursements with currently available high quality corporate bonds.

The expected long-term rate of return on assets is utilized in calculating the expected return on plan assets
component of the annual pension and postretirement plan cost We estimate the expected return on plan assets by
evaluating expected bond returns, equity risk premiums, asset allocations, the effects of active plan management,
the impact of periodic plan asset rebalancing and historical performance, We also consider the guidance from our
investment advisors in making a final determination of our expected rate of return on assets. To the extent the
actual rate of return on assets realized over the course of a year is greater than or less than the assumed rate, that
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year's annual pension or postretirement plan cost is not affected. Rather~ this gain or loss reduces or increases
future pension or postretirement plan costs over a period of approximate!y seven to nine years.

The market-related value of our plan assets represents the fair market value of the plan assets, adjusted to
smooth out short-term market fluctuations over a five-year period. The use of this calculation will delay the
impact of current market fluctuations on the pension expense for the period.

We use a corridor approach to amortize actuarial gains and losses. Under this approach, net gains or losses
in excess of ten percent of the larger of the pension benefit obligation or the market-related value of the assets are
amortized on a straight-line basis. The period of amortization is the average remaining service of active partic­
ipants who are expected to receive benefits under the plan.

We estimate the assumed health care cost trend rate used in determining our annual postretirement net cost
based upon our actual health care cost experience, the effects of recently enacted legislation and general
economic conditions, Our assumed rate of retirement is estimated based upon the annual review of our partic­
ipant census information as of the measurement date.

Income taxes - Income taxes are determined based on the liability method, which results in income tax
assets and liabilities arising from temporary differences. Temporary differences are differences between the tax
bases of assets and liabilities and their reported amounts in the financial statements that will result in taxable or
deductible amounts in future years. The liability method requires the effect of tax rate changes on current and
accumulated deferred income taxes to be reflected in the period in which the rate change was enacted. The
liability method also requires that deferred tax assets be reduced by a valuation allowance unless it is more likely
than not that the assets will be realized.

The Company may reco gnize the tax benefit from uncertain tax positions only if it is at least more likely
than not that the tax position will be sustained on examination by the taxing authorities, based on the technical
merits of the position, The tax benefits recognized in the financial statements from such a position should be
measured based on the largest benefit that has a greater than fifty percent likelihood of being realized upon
settlement with the taxing authorities. We reco gnize accrued interest related to unrecognized tax benefits as a
component of interest expense. We recognize penalties related to unrecognized tax benefits as a component of
miscellaneous income (expense) in accordance with regulatory requirements.

Tax collections - We are allowed to recover from customers revenue-related taxes that are imposed upon
US~ We record such taxes as operating expenses and record the corresponding customer charges as operating
revenues. However, we do collect and remit various other taxes on behalf of various governmental authorities,
and we record these amounts in our consolidated balance sheets on a net basis, We do not collect income taxes
from our customers on behalf of governmental authorities.

Contingencies - In the normal course of business, we are confronted with issues or events that may result
in a contingent liability. These generally relate to lawsuits, claims made by third parties or the action of various
regulatory agencies. For such matters, we record liabilities when they are considered probable and reasonably
estimable, based on currently available facts and our estimates of the ultimate outcome or resolution of the
liability in the future. Actual results may differ from estimates, depending on actual outcomes or changes in the
facts or expectations surrounding each potential exposure.

Subsequent events - Except as disclosed in Note 5 concerning the October 15, 2014 issuance of $500 mil­
lion, 4.125% senior notes, no events occurred subsequent to the balance sheet date that would require recognition
or disclosure in the financial statements.

Recent accounting pronouncements - Disclosure requirements for offsetting arrangements for financial
instruments became effective for us beginning on October 1~ 2013. We have presented these disclosures in Note
12~ In connection with the adoption of this standard, prior-year risk management assets and liabilities have been
reclassified to conform with the current-year presentation. The adoption of this standard and reclassification did
not have an impact on our financial position, results of operations or cash flows.
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In April 2014, the Financial Accounting Standards Board (FASB) issued updated guidance for discontinued
operations that limits discontinued operations reporting to disposals of components of an entity that represent strate­
gic shifts that have a maj or effect on an entity' s operations and financial results and requires additional disclosures
related to discontinued operations, This standard will become effective for us beginning on October 1, 2015. The
adoption of this guidance is not expected to impact our financial position, results of operations or cash flows,

In May 2014, the FASB issued a comprehensive new revenue recognition standard that will supersede vir­
tually all existing revenue recognition guidance under generally accepted accounting principles in the United
States. Under the new standard, a company will recognize revenue when it transfers promised goods or services
to customers in an amount that reflects the consideration to which the company expects to be entitled in exchange
for those goods or services. In doing so, companies will need to use more judgment and make more estimates
than under current guidance. The new standard will become effective for us beginning on October 1, 2017 and
can be applied either retrospectively to each period presented or as a cumulative-effect adjustment as of the date
of adoption. We are currently evaluating the impact this standard may have on our financial position, results of
operations and cash flows.

In August 2014, the FASB issued guidance that requires management to evaluate whether there are con­
ditions or events that raise substantial doubt about an entity; s ability to continue as a going concern. If such con­
ditions or events exist, disclosures are required that enable users of the financial statements to understand the
nature of the conditions or events" management" s evaluation of the circumstances and management's plans to
mitigate the conditions or events that raise substantial donbt about the entity's ability to continue as a going
concern. We will be required to perform an annual assessment of our ability to continue as a going concern when
this standard becomes effective for us on October 1, 2017; however, the adoption of this guidance is not expected
to impact our financial position, results of operations or cash flows.

3. Segment Information

Atmos Energy Corporation and its subsidiaries are engaged primarily in the regulated natural gas dis­
tribution and pipeline business as well as other nonregulated businesses. We distribute natural gas through sales
and transportation arrangements to over three million residential; commercial, public authority and industrial
customers through our six regulated distribution divisions, which cover service areas located in eight states. In
addition, we transport natural gas for others through our distribution system.

Through our nonregulated business, we provide natural gas management and transportation services to
municipalities, regulated distribution companies, including certain divisions of Atmos Energy and third parties,

We operate the Company through the following three segments:

• The regulated distribution segment, includes our regulated distribution and related sales operations.

• The regulated pipeline segment, includes the regulated pipeline and storage operations of our Atmos Pipe­
line - Texas Division.

• The nonregulated segment, is comprised of our nonregulated natural gas management, nonregulated natu­
ral gas transmission, storage and other services.

OUf determination of reportable segments considers the strategic operating units under which we manage
sales of various products and services to customers in differing regulatory environments. Although our regulated
distribution segment operations are geographically dispersed, they are reported as a single segment as each regu­
lated distribution division has similar economic characteristics. The accounting policies of the segments are the
same as those described in the summary of significant accounting policies. We evaluate performance based on
net income or loss of the respective operating units. Interest expense is allocated pro rata to each segment based
upon our net investment in each segment. Income taxes are allocated to each segment as if each segment"s taxes
were calculated on a separate return basis.
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Summarized income statements and capital expenditures by segment are shown in the following tables.

Year Ended September 30, 2014

505,154
253,987
211,936

971,077

611,349
(5~235)

129,295

476,819
187,002

$ 289,817

$ 835,251

(503)

(503)

(3,889)
(3,889)

318,459

Nonregulated Eliminations Consolidated
(In thousands)

$ 92,166 $1;792,538 $ $4,940,916
226,293 274,754 (506,381) _

318,459 2,067,292 (506,381) 4,940,916
1,979,337 (505,878) 3,358,490

87,955 (503) 1,582,426

Regulated Regulated
Distribution Pipeline

387,228 91,466 26,963
208,376 41,031 4,580

196,343 13,143 2,450

791,947 145,640 33,993

384,568 172,819 53,962
(381) (3,181) 2,216

94,918 36~280 1~986

289,269 133,358 54,192

117,684 47,167 22,151

$ 171,585 $ 86,191 $ 32,041 $

$ 584,065 $249,347 $ 1,839 $Capital expenditures . . . . . . . . .

Total operating expenses ~ .

Operating income .. ~ ~ .
Miscellaneous income (expense) .. ' ~ .

Interest charges ~ .. ~ .. w " .

Income before income taxes . . . . . . . . . . . . . . . . . .
Income tax expense .

Net income ~ .

Purchased gas cost .

Gross profit . . . . . . . . . .

Operating expenses
Operation and maintenance .

Depreciation and amortization .

Taxes, other than income .

Operating revenues from external parties $3,056,212

Intersegment revenues .. .. ~ .. w ••••••• ~ •••• '. • 5,334

3,061,546
'; 1,885,031

1,176,515
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Year Ended September 30, 2013
Regulated Regulated

Distribution Pipeline Nonregulated Eliminations Consolidated

(In thousands)

Operating revenues from external parties ..... $2,394~418 $ 89~O11 $1,392,031 $ $3,875,460

Intersegrnentrevenues ................... 5,075 179,889 195,883 (380,847)

2,399,493 268,900 1,587,914 (380,847) 3,875,460

Purchased gas cost .... . .. ~ . . . . . . . ....... 1,318,257 1,524,583 (379,430) 2i463~410

Gross profit. . . . ~ . . . . . . . . . . . .. '.' . . . . . . .. 1,081,236 268,900 63,331 (1,417) 1,412,050

Operating expenses
Operation and maintenance ............... 375,188 76~686 37,569 (1,423) 488,020

Depreciation and amortization ............. 195,581 35,302 4,196 235~O79

Taxes, other than income ~ .............. 167,374 17~O59 2,639 187,072

Total operating expenses ............ ........ 738,143 129,047 44,404 (1,423) 910,171

Operating income . . . . . . . ~ . . .. . . . ~ .. . ~ . . . . ~ 343,093 139,853 18~927 6 501,879

Miscellaneous income (expense) .. ~ ... ~ ...... 2,535 (2,285) 2,316 (2,763) (197)
Interest charges .................... ~ ....... 98,296 30,678 2,168 (2,757) 128,385

Income from continuing operations before
income taxes ....... ~ ...... ~ .................. 247,332 106,890 19,075 373;297

Income tax expense .................... f= .............. 96,476 38,630 7,493 142,599

Income from continuing operations .... ~ ... ~ ... 150,856 68,260 11,582 230,698

Income from discontinued operations, net of
tax ......... ~ ........ ~ .................... 7,202 7,202

Gain (loss) on sale of discontinued operations,
net of tax . ~ . .. . . . .. .. . . . . ~ . . . . . . . . .. . .. . ~ .. 5,649 (355) 5,294

Net income . . . . . . . . . . . . . . . . . . K • • • ~ • a • $ 163,707 $ 68,260 $ 11,227 $ $ 243,194

Capital expenditures . . . . . ~ . . . . . ~ . . . . . ~ . a • $ 528,599 $313,230 $ 3,204 $ $ 845,033
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Year Ended September 30, 2012
Regulated Regulated

Distribution Pipeline Non regulated Eliminations Consolidated
(In thousands)

Operating revenues from external parties ...... $2,144,376 $ 92,604 $1,199,182 $ $3,436,162
Intersegment revenues ............. .. ~ " . ~ " 954 154,747 149,800 (305,501)

2,145,330 247,351 1,348,982 . (305,501) .3,436,162
Purchased gas cost ""."......... . .......... 1,122,587 .1,293,858 (304,022) 2,112,423

Gross profit . . .. . . . . . . . " " . " "" "." ~ " . . " . . . 1,022,743 247,351 55,124 (1,479) 1,323,739
Operating expenses

Operation and maintenance •• " •• " ...... II ... 353,879 71,521 29,697 (1,484) 453,613
Depreciation and amortization ... " . ~ " . ~ " . ~ 202,026 31,438 4~O61 237,525
Taxes, other than income ..... ~ ...... ~ .. 162,377 15~568 3,128 181,073
Asset impairments 11:11'11 iII:11' ....... :. _ .......... 5,288 5,288

Total operating expenses ......... II ........ ill ill .. ill .. 718~282 118,527 42,174 (1,484) 877,499

Operating income . . " " . ~ " . ~ " a ~ " " ~ " ........ 304,461 128,824 12,950 5 446,240
Miscellaneous income (expense) ....... "." ~ "" (12,657) (1,051) 1,035 (1,971) (14,644)
Interest charges .................. * •• " • " " 110,642 29,414 3,084 (1,966) 141,174

Income from continuing operations before
income taxes ... ~ ... ~ ................ ~ " 181;162 98,359 10,901 290;422

Income tax expense •••• :11 ......... t' ........... 57,314 35,300 5,612 98,226

Income from continuing operations .. . . . " " " ~ " 123,848 63,059 5,289 192,196
Income from discontinued operations, net of

tax . . . ~ ~ . . . . . . . . . . . . ~ . . . . . . . . . ~ . . . . " 18;172 18,172
Gain on sale of discontinued operations, net of

tax."". Z""."" •• " ••• " ................. 6,349 6,349

Net income ...... ~ ... "" . " "" "" ~ "" . "... $ 148,369 $ 63,059 $ 5~289 $ $ 216,717

Capirnlexpenduures ..... ~ .... "a~" a".~"" A $ 546,818 $175,768 $ 10,272 $ $ 732;858
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The following table summarizes our revenues by products and services for the fiscal year ended Sep­
tember 30.

Regulated distribution revenues:

Gas sales revenues:

Residential .. . . .. . . . . .. . . . .. . . . . . ~ ;, . . ~ . . ~ . ~ . . . . . . .

Commercial . . .. . . ~ . . . . . . . . . . . . . . .. . . .. .. . . . . .. . . . .
Industrial ~ ~ .
Public authority and other, ~ .

Total gas sales revenues .
Transportation revenues ~ ~ . K ~ ••• K ••••

Oth.er gas revenues .

Total regulated distribution revenues .

Regulated pipeline revenues . .
Nomegulated revenues ~ ~ .. ~ ~ ~ ~ .

Total operating revenues .. ~ .. ~ .

70

2014

$l,933~099

876,042
90,536
64,779

2,964,456
64,049

27~707

3,056,212
92,166

1,792,538

$4,940,916

2013
(In thousands)

$1,512,495
661,930

81,155
60,557

2,316,137
55,938
22,343

2,394,418
89,011

1~392,031

$3,875~460

2012

$1;351~479

587,651
71;960

54~334

2~065~424

53,924
25,028

2,144,376

92,604

1~199;182

$3~436~162
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Balance sheet information at September 30, 2014 and 2013 by segment is presented in the following tables.

September 30, 2014

Regulated Regulated
Distribution Pipeline Nonregulated Eliminations Consolidated

(In thousands)

ASSETS

Property ~ plant and equipment, net . ~ ... ~ . $5,202,761 $1,464,572 $ 58,573 $ $6,725,906
Investment in subsidiaries ............. ~ .... 952,171 (2,096) (950,075)

Current assets
Cash and cash equivalents ~ . . ~ . . ~ ~ . . ~ . 33,303 8,955 42,258

Assets from risk management
activities II ill ill .. II ill ...... ill ill ill .. ill ill ............ 23,102 22,725 45,827

Other current assets ........................ 490,408 14,009 526,161 (342,823) 687,755
Intercompany receivables ~ ........... 790,442 (790,442)

Total current assets .................... 1,337,255 14,009 557,841 (1,133,265) 775;840

Goodwill ... ~ ... ~ ~ .. ~ ... ~ . ~ .. ~ ...... 574,816 132,502 34,711 742,029

Noncurrent assets from risk management
activities • 1' .................................. II 13,038 13,038

Deferred charges and other assets ~ . a •••• ~ 309,965 21,826 6,100 337,891

$8,390,006 $1,632,909 $655,129 $(2,083,340) $8,594,704

CAPITALIZATION AND LIABILITIES

Shareholders' equity ....... ~ ...... ~ ... $3,086,232 s 482,612 $469,559 $ (952,171) $3,086,232

Long-term debt ............................... 2,455~986 2,455,986

Total capitalization ~ ... ~ .. ~ ... ~ .... 5,542,218 482,612 469,559 (952,171) 5,542,218

Current liabilities

Short-term debt . ~ .. . . .. . . . .. . . .. . . . . .... 522,695 (326,000) 196,695

Liabilities from risk management
activities ................................. 1,730 1,730

Other current liabilities ..... ~ .. ~ .. ~ ~ .. 559,765 24,790 142,397 (14,727) 712,225
Intercompany payables ... ~ ........ ~ . ~ 763,635 26,807 (790,442)

Total current liabilities ................. 1,084,190 788,425 169,204 (1,131,169) 910,650

Deferred income taxes .... ~ ... ~ .. ~ . . . . . . 913,260 361,688 11,668 1,286,616
Noncurrent liabilities from risk

management activities . . ................. 20,126 20,126
Regulatory cost of removal obligation ...... 445,387 445,387
Pension and postretirement liabilities .... ~ 340,963 340,963
Deferred credits and other liabilities ....... 43,862 184 4,698 48,744

$8,390,006 $1,632,909 $655,129 $(2,083,340) $8,594,704
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September 30, 2013
Regulated Regulated

Distribution Pipeline Nonregulated Eliminations Consolidated
(In thousands)

ASSETS

Property, plant and equipment, net . . . . . . . $4~719,873 $1~249;767 $ 61,015 $ $6,030,655
Investment in subsidiaries ............... 831,136 {2,096) (829,040)
Current assets

Cash and cash equivalents ........ ~ .. ~ 4,237 61,962 66,199
Assets from risk management

activities ............................. II 11:11 II 1;837 10,129 11,966
Other current assets . . . . . . . ~ . . . . . . . . . 428,366 11,709 452,126 (293,233) 598,968
Intercompany receivables ............ 783,738 (783,738)

Total current assets ~ .... ~ ......... 1,218,178 11,709 524,217 (1,076,971) 677,133
Goodwill ............................ 574,190 132,462 34,711 741,363
Noncurrent assets from risk management

activities • 11 ........ 110 .. II ....... II .. II" II II ill •••• 109,354 109,354
Deferred charges and other assets . ~ ........ 347,687 19,227 8,849 375,763

$7,800,418 $1;413,165 $626,696 $(1,906,011) $7,934,268

CAPITALIZATION AND LIABILITIES
Shareholders' equity . ~ ................. a $2,580,409 $ 396,421 $434,715 $ (831,136) $2,580,409
Long-term debt ~ .... ~ . . . ................ 2,455,671 2,455,671

Total capitalization . ~ ..... ~ .. ~ . a ~ • 5,036,080 396,421 434,715 (831,136) 5,036,080
Current liabilities

Short-term debt ............................. 645,984 (278;000) 367,984
Liabilities from risk management

activities .................................. 1,543 1,543
Other current liabilities ................ 491,681 20,288 110,306 (13,316) 608,959
Intercompany payables ............... ... 712,768 70;970 (783,738)

Total current liabilities ................. 1,139,208 733,056 181,276 (1~O75,O54) 978,486

Deferred income taxes . . . ........... ~ .... 871,360 283,554 8,960 179 1,164,053
Noncurrent liabilities from risk

management activities ........ "...........

Regulatory cost of removal obligation .. ~ . 359,299 359,299
Pension and postretirement liabilities ...... 358,787 358,787
Deferred credits and other liabilities .. ~ ... 35,684 134 1;745 37;563

$7,800,418 $1,413,165 $626,696 $(1,906,011) $7,934,268

4. Earnings Per Share

Since we have non-vested share-based payments with a nonforfeitable right to dividends or dividend equiv­
alents (referred to as participating securities), we are required to use the two-class method of computing earnings
per share, The Company's non-vested restricted stock units, granted under the 1998 Long-Term Incentive Plan,
for which vesting is predicated solely on the passage of time, are considered to be participating securities. The
calculation of earnings per share using the two-class method excludes income attributable to these participating
securities from the numerator and excludes the dilutive impact of those shares from the denominator.
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Basic and diluted earnings per share for the fiscal years ended September 30 are calculated as follows:

2014 2013 2012
(In thousands, except per share data)

Income from discontinued operations per share - Diluted ... $
===

Net income per share - Diluted a ~ • • • .. • • • • • • • ~ •• $
===

$289,817 $230,698 $192,196

711 775 793

$289,106 $229,923 $191,403

97,606 90,533 90,150

$ 2.96 $ 2.54 $ 2.12

$ $ 12;496 $ 24,521

42 101

$ $ 12,454 $ 24,420

97~606 90,533 90,150

$ $ O~14 $ 0.27

$ 2.96 $ 2.68 $ 2.39

$289,106 $229,923 $191,403
5 4

$289,106 $229,928 $191,407

97,606 90,533 90,150
2 1,178 1;022

97,608 91,711 91;172

$ 2.96 $ 2650 $ 2.10

$ 12~454 $ 24;420

$ 12~454 $ 24;420

90,533 90,150
1,178 1;022

91,711 91,172

$ O~14 $ 0.27

$ 2.64 $ 2.37

97,608

97,606
2

Basic weighted average shares outstanding .
Additional dilutive stock options and other shares .

Diluted weighted average shares outstanding .

Basic Earnings Per Share from continuing operations
Income from continuing operations .. a •• ~ •••• a • • • • •••••••

Less: Income from continuing operations allocated to
participating securities ~....................... . . . . . . . .

Income from continuing operations available to common
shareholders ~ .. ~ .

Basic weighted average shares outstanding . . . . . . . . . . . . . . . .

Income from continuing operations per share - Basic .

Basic Earnings Per Share from discontinued operations
Income from discontinued operations ,. ~ . ~ ..
Less: Income from discontinued operations allocated to

participating securities a. ~ . . • ~ . • • ~ • • • • • ~ • • • • • • ~ ~ ~ • • • ~

Income from discontinued operations available to common
shareholders ~ a , ••• ~ ~ •• K •••••••••

Basic weighted average shares outstanding ,

Income from discontinued operations per share - Basic ~

Net income per share - Basic .. ~ ~ . ~ .

Diluted Earnings Per Share from continuing operations
Income from continuing operations available to common

shareholders a •• a •• , •••• , ••• ~ • • • • • • • • • • • •••••••••••

Effect of dilutive stock options and other shares , .

Income from continuing operations available to common
shareholders ~ ~ .

Basic weighted average shares outs tanding ~ .
Additional dilutive stock options and other shares ~ ..

Diluted weighted average shares outstanding a •••• ~ •••

Income from continuing operations per share - Diluted .....

Diluted Earnings Per Share from discontinued operations
Income from discontinued operations available to common

shareholders * ••••••• a • •• $
Effect of dilutive stack options and other shares ~. . . . .

Income from discontinued operations available to common
shareholders ~ ~ . . . . . .. $

===
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There were no out-of-the-money options excluded from the computation of diluted earnings per share for
the fiscal years ended September 30, 2013 and 2012. As of September 30~ 2014 there were no outstanding
options.

2014 Equity Offering

On February 18, 2014, we completed the public offering of 9,200,000 shares of our common stock including
the underwriters l exercise of their overallotment option of 1,200,000 shares under our existing shelf registration
statement. The offering was priced at $44.00 per share and generated net proceeds of $390.2 million, which were
used to repay short-term debt outstanding under our commercial paper program, to fund infrastructure spending
primarily to enhance the safety and reliability of our system and for general corporate purposes.

Share Repurchase Program

On September 28, 2011 our Board of Directors approved a program authorizing the repurchase of up to five
million shares of common stock over a 5-year period. The program is primarily intended to minimize the dilutive
effect of equity grants under various benefit related incentive compensation plans of the Company. The program
may be terminated or limited at any time. Shares may be repurchased in the open market or in privately nego­
tiated transactions in amounts the Company deems appropriate. As of September 30, 2014, a total of 387,991
shares had been repurchased for an aggregate value of $12.5 million, with no shares repurchased since the first
quarter of fisca12012.

5. Debt

Long-term debt

Long-term debt at September 30, 2014 and 2013 consisted of the following:

Unsecured 4.95% Senior Notes, due October 2014 .

Unsecured 6~35% Senior Notes, due 2017 .
Unsecured 8~50% Senior Notes, due 2019 ~ ~ .

Unsecured 5.95% Senior Notes, due 2034 ~ ~ .
Unsecured 5.50% Senior Nates; due 2041 ~ . . . . . . . . . . . . . . . . . .
Unsecured 4.15% Senior Notes, due 2043 .
Medium term Series A notes, 1995-1,6.67%, due 2025 .
Unsecured 6.75% Debentures) due 2028 ~ ~ ~ ~ .

Total long-term debt .
Less:

Original issue discount on unsecured senior notes and debentures .
Current maturities ~ .

2014 2013
(In thousands)

$ 500,000 $ 500,000
250,000 250,000
450~OOO 450,000
200,000 200,000
400,000 400,000
500,000 500,000

10,000 10,000
150,000 150,000

2,460,000 2,460,000

4,014 4,329

$2,455,986 $2,455,671

On October 15, 2014, we issued $500 million of 4.125% 3D-year unsecured senior notes, which replaced, on
a long-term basis, our $500 million unsecured 4.95% senior notes. The effective rate of these notes is 4.086%,
after giving effect to the offering costs and the settlement of the associated forward starting interest rate swaps
discussed in Note 12. The net proceeds of approximately $494 million were used to repay our $500 million
4.95% senior unsecured notes at maturity on October 15, 2014. OUf $500 million 4.95% senior unsecured notes
are presented as long-term debt at September 30,2014 as we demonstrated the ability and intent to refinance
through the issuance of new unsecured senior notes.
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We issued $500 million Unsecured 4.15% Senior Notes on January II, 2013. The effective rate of these
notes is 4.67%, after giving effect to offering costs and the settlement of the associated Treasury lock agreements
discussed in Note 12~ Of the net proceeds of approximately $494 million, $234 million was used to partially
repay our commercial paper borrowings and for general corporate purposes. The remaining $260 million was
used to repay a short-term financing facility executed on September 27, 2012 to repay commercial paper borrow­
ings used to redeem our $250 million Unsecured 5.125% Senior Notes were scheduled to mature in January
2013. This facility bore interest at a LIB OR-based rate plus a company specific spread.

Short...term debt

OUf short-term debt is utilized to fund ongoing working capital needs, such as our seasonal requirements for
gas supply, general corporate liquidity and capital expenditures, Our short-term borrowings typically reach their
highest levels in the winter months ~

We currently finance our short-term borrowing requirements through a combination of a $1.25 billion
commercial paper program, four committed revolving credit facilities and one uncommitted rev 01ving credit
facility; with a total availability from third-party lenders of approximately $1.3 billion of working capital fund­
ing. At September 30, 2014 and 2013, there was $196.7 million and $368.0 million outstanding under our com­
mercial paper program with weighted average interest rates of a~23% and 0.25 %, with average maturities of less
than one month. We also use intercompany credit facilities to supplement the funding provided by these third­
party committed credit facilities. These facilities are described in greater detail below.

Regulated Operations

We fund our regulated operations as needed, primarily through our commercial paper program and three
committed revolving credit facilities with third-party lenders that provide approximately $1 ~3 billion of working
capital funding. The first facility is a five-year unsecured facility that was amended on August 22; 2014 to 1)
increase the borrowing capacity from $950 million to $1.25 billion with an accordion feature; which, if utilized
would increase the borrowing capacity to $1.5 billion and 2) extend the expiration date from August 2018 to
August 2019. The credit facility bears interest at a base rate or at a LIBOR-based rate for the applicable interest
period, plus a spread ranging from zero percent to two percent, based on the Company;s credit ratings. This
credit facility serves primarily as a backup liquidity facility for our commercial paper program. At September 30,
2014, there were no borrowings under this facility, but we had $196.7 million of commercial paper outstanding
leaving $1,053.3 million available.

The second facility is a $25 million unsecured facility that bears interest at a daily negotiated rate, generally
based on the Federal Funds rate plus a variable margin. This facility was renewed on April 1, 2014. At Sep­
tember 30, 2014, there were ~o borrowings outstanding under this facility.

The third facility which was renewed on September 30, 2014 for $10 million is a committed revolving credit
facility, used primarily to issue letters of credit and bears interest at a LIB OR-based rate plus 1~5 percent. At
September 30, 2014, there were no borrowings outstanding under this credit facility; however, letters of credit
totaling $5.9 million had been issued under the facility at September 30,2014, which reduced the amount avail­
able by a corresponding amount.

The availability of funds under these credit facilities is subject to conditions specified in the respective
credit agreements, all of which we currently satisfy. These conditions include our compliance with financial
covenants and the continued accuracy of representations and warranties contained in these agreements. We are
required by the financial covenants in each of these facilities to maintain, at the end of each fiscal quarter, a ratio
of total debt to total capitalization of no greater than 70 percent. At September 30, 2014, our total-debt-to-total­
capitalization ratio, as defined, was 48 percent. In addition, both the interest margin over the Eurodollar rate and
the fee that we pay on unused amounts under each of these facilities are subject to adjustment depending upon
our credit ratings.
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In addition to these third-party facilities, our regulated operations have a $500 million intercompany revolv­
ing credit facility with AEH. This facility bears interest at the lower of (i) the Eurodollar rate under the five-year
revolving credit facility or (ii) the lowest rate outstanding under the commercial paper program. Applicable state
regulatory commissions have approved our use of this facility through December 31, 2014. There was $326~O

million outstanding under this facility at September 30, 2014.

Nonregulated Operations

Atmos Energy Marketing, LLC (AEM)~ which is wholly owned by AEH, had two $25 million 364-day
bilateral credit facilities that expired in December 2013. In December 2013, one of the $25 million 364-day
uncommitted bilateral facilities was extended to December 2014. The other $25 million committed bilateral
facility was replaced with a $15 million committed 364-day bilateral credit facility in December 20 13~ These
facilities are used primarily to issue letters of credit. Due to outstanding letters of credit, the total amount avail­
able to us under these bilateral credit facilities was $32~2 million at September 30; 2014.

AEH has a $500 million intercompany demand credit facility with ABC. This facility bears interest at a rate
equal to the greater of (i) the one-month LIBOR rate plus 3.00 percent or (ii) the rate for AEM's borrowings
under its committed line of credit facility plus 0.75 percent Applicable state regulatory commissions have
approved our use of this facility through December 31, 2014. There were no borrowings outstanding under this
facility at September 30, 2014.

ShelfRegistration

We filed a shelf registration statement with the Securities and Exchange Commission (SEC) on March 28,
2013, that originally permitted us to issue a total of $1.75 billion in common stock and/or debt securities. On
February 18~ 2014, we completed the public offering of 9;200~OOO shares of our common stock, which generated
net proceeds of $390~2 million. After giving effect to this issuance and the aforementioned $500 million senior
note issuance completed in October 2014, $845 million of securities remained available for issuance under the
shelf registration statement until March 28, 20 16~

Debt Covenants

In addition to the financial covenants described above, our credit facilities and public indentures contain
usual and customary covenants for our business, including covenants substantially limiting liens, substantial asset
sales and mergers.

Additionally, our public debt indentures relating to our senior notes and debentures, as well as our revolving
credit agreements, each contain a default provision that is triggered if outstanding indebtedness arising out of any
other credit agreements in amounts ranging from in excess of $15 million to in excess of $100 million becomes
due by acceleration or is not paid at maturity.

We were in compliance with all of our debt covenants as of September 30, 2014~ If we were unable to
comply with our debt covenants, we would likely be required to repay our outstanding balances on demand, pro­
vide additional collateral or take other corrective actions.

Maturities of long-term debt at September 30, 2014 were as follows (in thousands):

2015 . . ~ A • • • A • • A • • • • • • • • a c • a • • • • • • c • • a & • • a A • • • a • • • a • • • • • • • • • • c • • • w • • • • • • •

2016 . . ~ . . . . . . . . . . . . . ~ . . . ~ . & ~ • • ~ • • ~ • • • .. • • • ~ • • • ~ • • • & • • • • • • • • • • ~ • • • • • • • • • ~ •

2017 . . ~ ~ . . . . . . . . . . . . . . . . . . . . . . . . . t • • • • • • • • • • • ~ • • • • • • • • • • • ~ • • • • • • ~ • • ~ • • • •

2018 . . . . . . . . . . . . . . . . . . . . A • a • • • A • • & • • • • • • • ~ • • • & • • • & • • • • & • • • • • c • • • • • • ~ • • • •

2019 . . . ~ . . . . . . . . . . . . . . . . . . ~ . . . . . . ~ . . . ~ . . . . . . . ~ . . . . . . . . . . . . . . ~ . . . . . . . . . . .
Thereafter ~ c •••••••••••••••••••••••••••••• ~ •• ~ ••• ~ .
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6. Retirement and Post-Retirement Employee Benefit Plans

We have both funded and unfunded noncontributory defined benefit plans that together cover most of our
employees. We also maintain post-retirement plans that provide health care benefits to retired employees.
Finally, we sponsor defined contribution plans that cover substantially all employees. These plans are discussed
in further detail below.

As a rate regulated entity, we generally recover our pension costs in our rates over a period of up to
15 years. The amounts that have not yet been recognized in net periodic pension cost that have been recorded as
regulatory assets are as follows:

Supplemental
Defined Executive Postretirement

Benefits Plans Retirement Plans Plans Total
(In thousands)

Septentber 30, 2014
Unrecognized transition obligation . ~ . $ $ $ 354 $ 354

Unrecognized prior service credit ... ~ (1,927) (6;168) (8,095)

Unrecognized actuarial loss ... w ~ •• ~ 109,767 34,447 7,531 151~745

$107,840 $34,447 $ 1,717 $144,004

September 30, 2013
Unrecognized transition obligation ... $ $ $ 628 $ 628
Unrecognized prior service crewt .... (91) (5,961) (6,052)

Unrecognized actuarial loss . ~ .. K ••• 108,621 31,466 35,961 176;048

$108~530 $31,466 $30~628 $170,624

Defined Benefit Plans

Employee Pension Plans

As of September 30, 2014; we maintained two defined benefit plans; the Atmos Energy Corporation Pension
Account Plan (the Plan) and the Atmos Energy Corporation Retirement Plan for Mississippi Valley Gas Union
Employees (the Union Plan) (collectively referred to as the Plans). The assets of the Plans are held within the
Atmos Energy Corporation Master Retirement Trust (the Master Trost).

The Plan is a cash balance pension plan that was established effective January 1999 and covers most of the
employees of Atmos Energy's regulated operations. Opening account balances were established for participants
as of January 1999 equal to the present value of their respective accrued benefits under the pension plans which
were previously in effect as of December 31, 1998. The Plan credits an allocation to each participant's account at
the end of each year according to a formula based on the participant's age, service and total pay (excluding
incentive pay).

The Plan also provides for an additional annual allocation based upon a participant's age as of January 1, 1999
for those participants who were participants in the prior pension plans. The Plan credited this additional allocation
each year through December 31, 2008~ In addition, at the end of each year, a participant's account is credited with
interest on the employee's prior year account balance. A special grandfather benefit also applied through
December 31, 2008, for participants who were at least age 50 as of January 1, 1999 and who were participants in
one of the prior plans on December 31, 1998. Participants are fully vested in their account balances after three years
of service and may choose to receive their account balances as a lump sum or an annuity.In August 2010, the Board
of Directors of Atmos Energy approved a proposal to close the Plan to new participants effective October 1,2010.
Additionally, employees participating in the Plan as of October 1; 2010 were allowed to make a one-time election to
migrate from the Plan into our defined contribution plan, which was enhanced, effective January 1, 2011.

77



CASE NO. 2015~00343
FR_16(7)(p)

ATTACHMENT 1

ATMOS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

The Union Plan is a defined benefit plan that covers substantially all full-time union employees in our Mis­
sissippi Division. Under this plan, benefits are based upon years of benefit service and average final earnings.
Participants vest in the plan after five years and will receive their benefit in an annuity. In June 2014; active col­
lectively bargained employees of Atmos Energy' s Mississippi Division voted to decertify the union. As a result
of this vote; effective January 1, 2015, active participants of the Union Plan will transfer to the Plan. Opening
account balances will be established at the time of transfer equal to the present value of their respective accrued
benefits under the Union Plan at December 31, 2014~ In addition, effective January 1, 2015, current retirees in the
Union Plan as well as those participants who have terminated and are vested in the Union Plan will transfer to the
Plan with the same provisions that were in place at the time of their retirement or termination.

Generally; our funding policy is to contribute annually an amount in accordance with the requirements of
the Employee Retirement Income Security Act of 1974, including the funding requirements under the Pension
Protection Act of 2006 (PPA)w However, additional voluntary contributions are made from time to time as
considered necessary. Contributions are intended to provide not only for benefits attributed to service to date but
also for those expected to be earned in the future.

During fisca12014 and 2013 we contributed $27.1 million and $32~7 million in cash to the Plans to achieve
a desired level of funding while maximizing the tax deductibility of this payment. Based upon market conditions
at September 30, 2014; the current funded position of the Plans and the funding requirements under the PPA, we
do not anticipate a minimum required contribution for fisca12015. However, we may consider whether a volun­
tary contribution is prudent to maintain certain funding levels.

We make investment decisions and evaluate performance of the assets in the Master Trust on a medium­
term horizon of at least three to five years. We also consider our current financial status when making recom­
mendations and decisions regarding the Master Trust's assets. Finany, we strive to ensure the Master Trust's
assets are appropriately invested to maintain an acceptable level of risk and meet the Master Trust's long-term
asset investment policy adopted by the Board of Directors.

To achieve these objectives, we invest the Master Trust's assets in equity securities, fixed income securities,
interests in commingled pension trust funds, other investment assets and cash and cash equivalents. Investments
in equity securities are diversified among the market's various subsectors in an effort to diversify risk and max­
imize returns. Fixed income securities are invested in investment grade securities. Cash equivalents are invested
in securities that either are short term (less than 180 days) or readily convertible to cash with modest risk.

The following table presents asset allocation information for the Master Trust as of September 3O~ 2014 and
2013.

Security Class

Domestic equities . . . . ~ . . . . . . . . ~ ~ . ~ . ~ . . . . . . . . . . . . . . . . ~ . . . ~ . .

International equities .... ~ . . ~ . . ~ ~ . ~ ~ . . . . ~ . . . ~ ~ . . . . . . ~ ~ ~ . ~ ~ . .

Fixed income . . . . . . . . . . .. . . ~ . . . . . . . .. . . . . ~ . . ~ ~ ~ . . ~ . . .. ~ ~ . . .. . .

Company stock . ~ . . . ~ . . . . . . . . ~ . . . . . . . ~ . . . . . ~ . . ~ . . . . . . . . . . .
Oilier assets ~ ~ .

Targeted
Allocation Range

35%-55%
10%-20%

10%-30%

5%-15%

5%-15%

Actual
Allocation

September 30

2014 2013

51.9% 46~5%

15.3% 16.1%

9.7% 14.9%
12.9% 12w6%
10.2% 9~9%

At September 30, 2014 and 2013, the Plan held 1,169,700 shares of our common stock, which represented
12.9 percent and 12.6 percent of total Master Trust assets. These shares generated dividend income for the Plan
of approximately $1.7 million and $1.6 million during fisca12014 and 2013.

Our employee pension plan expenses and liabilities are determined on an actuarial basis and are affected by
numerous assumptions and estimates including the market value of plan assets; estimates of the expected return
on plan assets and assumed discount rates and demographic data. We review the estimates and assumptions

78



Pension
Liability Pension Cost

2014 2013 2014 2013 2012

4.43% 4.95% 4.95% 4.04% 5.05%

3.50% 3.50% 3.50% 3.50% 3.50%
7.25% 7.25% 7.25% 7~75% 7.75%

2014 2013
(In thousands)

$466,182 $446,133

$455,799 $480~O31

15,345 17,754
22,330 19,334

26;611 (29,822)

(24,519) (25,073)
(1,972)

(6,425)

493,594 455,799

396,887 343J44
35;289 52,496

27~110 32,745

(24,519) (25;073)
(6,425)

434,767 396,887

(58,827) (58,912)
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underlying our employee pension plans annually based upon a September 30 measurement date. The develop­
ment of our assumptions is fully described in our significant accounting policies in Note 2. The actuarial assump­
tions used to determine the pension liability for the Plans were determined as of September 30,2014 and 2013
and the actuarial assumptions used to determine the net periodic pension cost for the Plans were determined as of
September 30, 2013, 2012 and 20 11 ~ These assumptions are presented in the following table:

Discount rate ~ .

Rate of compensation increase ~ . . . . . . . . . . . . . . . y ••••

Expected return on plan assets ~ ..

The following table presents the Plans' accumulated benefit obligation, projected benefit obligation and
funded status as of September 30, 2014 and 2013:

Accumulated benefit obligation .

Change in projected benefit obligation:
Benefit obligation at beginning of year .

Service cost ~ . . ~ . . . . . . . .. . . . . .. . . .. ~ . . . . .. . . . . . . . . . . . ~ . . ~ . . . . . . ~

Interest cost .. . . .. .. . . .. . .. . . . . . .. . .. .. . . .. . .. " . .. .. .. .. . . .. . . .. . . .. .

Actuarial (gain) loss ~

Benefits paid .. ~ ~ . . . . . . . . . ~ . . ~ . . . . . . . . . . . . . . . . . . ~ . . . . . . . . . . . ~ . .. . .. . . .. . ..

Plan amendments ' .

Divestitures ~ . . . . . . . . . . . . . . . . . . . . . ~ . . . . . . . . . . . ~ . . ~ . . . . .. . ~

Benefit obligation at end of year .. . . .. . . . . . .. .. . . .. .. . . .

Change in plan assets:
Fair value of plan assets at beginning of year . ~ .
Actual return on plan assets ~ ~ . . . . .

Employer contributions ~' .

Benefits paid ~ . .. ~ . . ~ . . . . . . . . . . . ~ . . . . . . . . . . . . . . . . .. ~ . . . ~ . . . . . . .. . .. .. . . .

Divestitures t .

Fair value of plan assets at end of year ~ ~ ~ K ~ ••••• ~ ••• ~ •

Reconciliation:
Funded status . . . . . . . .. . . . . . . . . . ~ . . y • • • • • ~ • • • • • • • • ~ • • • • • • • • • • • • • • • ~ • • • • • ~ • •

Unrecognized prior service cost ~ .

Unrecognized net loss . . . . . . . . . . . . . . . ~ ~ ..

Net amount recognized ~ z • • • • • • • • • • • • • • • • • • • • • .. • • • • • • • • • •• $ (58,827) $ (58,912)
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Net periodic pension cost for the Plans for fiscal 2014, 2013 and 2012 is recorded as operating expense and
included the following components:

Fiscal Year Ended September 30
2014 2013 2012

(In thousands)

Components of net periodic pension cost
Service cost .
Interest cost ~ ~ ~ ~ ~ .

Expected return on assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Amortization of prior service credit .
Recognized actuarial loss ~ .. ~ .

Net periodic pension cost .

$ 15,345
22,330

(23,601)
(136)

13,777

$ 27,715

$ 17,754
19,334

(22,955)
(141)

19;066

$ 33,058

$ 15,084
21;568

(21,474)
(141)

14,451

$ 29~488

The following table sets forth by level, within the fair value hierarchy, the Master Trust's assets at fair value
as of September 30; 2014 and 2013. As required by authoritative accounting literature, assets are categorized in
their entirety based on the lowest level of input that is significant to the fair value measurement. The methods
used to determine fair value for the assets held by the Master Trust are fully described in Nate 2. In addition to
the assets shown below, the Master Trust had net accounts receivable of $2.7 million and $0.4 million at Sep­
tember 30, 2014 and 2013 which materially approximates fair value due to the short-term nature of these assets.

Assets at Fair Value as of September 30, 2014
Levell Level 2 Level 3 Total

(In thousands)

$- $155)107
11,226

63,850
48,134
61,208

12,520

3~679

25,734
50,496

155 155

$155 $432,109
--

$155,107 $
11,226

63;850
48,134

61,208

12,520

3,117 562
25,734
50,496

$270,208 $161,746

Investments:
Common stocks - domestic equities .

Money market funds . . . . . . . . . . . . . ~ . . . . . . ~ . . . ~ .
Registered investment companies:

Domestic funds . . . . . . . . . . . . . . . ~ . . . . . ~ . . . ~ . .
International funds .. ~ .. ~ ' .

Common/collective trusts - domestic funds

Government securities;

Mortgage-backed securities ~ ~ . . ~ . . . . . . ~ . . . ~ . .

U.S. treasuries ~ ~ .

Corporate bonds A • • • • • • • • • • •

Limited partnerships .. z • • • • • • • • • • •••••••••••••

Real estate ~ .

Total investments at fair value . . . . . . . . . . . . . . . . . .
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$- $143,543
12,266

30,200
47,036
57,627

18,446
4,780

35,012
47;417

155 155--
$155 $396,482
--
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Assets at Fair Value as of September 30,2013

Levell Level 2 Level 3 Total
(In thousands)

Investments:
Common stocks - domestic equities .

Money market funds . . . . ~ . . . . . . . . . . . . . . . . . . . . .

Registered investment companies:

Domestic funds ~ .

International funds .
Common/collective trusts~ domestic funds

Government securities:

Mortgage-backed securities .

UcS. treasuries * •••••• * •••••• ~ •••••••••••

Corporate bonds .

Limited partnerships ~ ~ .

Real estate . . . . . .. . . .. . . . . . . . .

Total investments at fair value .

The fair value of our Level 3 real estate assets was determined using a real estate appraisal obtained from an
independent third party that consisted of several unobservable inputs such as comparable land sales values per
square foot in the range of $0.94 to $2.98 and comparable building sales values per square foot in the range of
$23.13 to $30.42.

Supplemental Executive Retirement Plans

We have three nonqualified supplemental plans which provide additional pension, disability and death bene­
fits to our officers, division presidents and certain other employees of the Company.

The first plan is referred to as the Supplemental Executive Benefits Plan (SEBP) and covers our officers,
division presidents and certain other employees of the Company who were employed on or before August 12~

1998. The SEBP is a defined benefit arrangement which provides a benefit equal to 75 percent of covered com­
pensation under which benefits paid from the underlying qualified defined benefit plan are an offset to the bene­
fits under the SEBP.

In August 1998~ we adopted the Supplemental Executive Retirement Plan (SERP) (formerly known as the
Performance-Based Supplemental Executive Benefits Plan), which covers all officers or division presidents
selected to participate in the plan between August 12, 1998 and August 5, 2009, any corporate officer who may
be appointed to the Management Committee after August 5, 2009 and any other employees selected by our Board
of Directors at its discretion. The SERP is a defined benefit arrangement which provides a benefit equal to 60
percent of covered compensation under which benefits paid from the underlying qualified defined benefit plan
are an offset to the benefits under the SERP.

Effective August 5~ 2009, we adopted a new defined benefit Supplemental Executive Retirement Plan (the
2009 SERP), for corporate officers (other than such officer who is appointed as a member of the Company's
Management Committee); division presidents or any other employees selected at the discretion of the Board.
Under the 2009 SERP; a nominal account has been established for each participant, to which the Company con­
tributes at the end of each calendar year an amount equal to ten percent of the total of each participant's base
salary and cash incentive compensation earned during each prior calendar year, beginning December 31, 2009.
The benefits vest after three years of service and attainment of age 55 and earn interest credits at the same annual
rate as the Company's Pension Account Plan (currently 4.69%).
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On October 2, 2013, due to the retirement of one of our executives, we recognized a settlement loss of $4.5
million associated with our SEBP and made a $16~8 million benefit payment.

On April l, 2013, due to the retirement of certain executives, we recognized a settlement loss of $3.2 mil­
lion associated with the supplemental plans and revalued the net periodic pension cost for the remainder of fiscal
2013. The revaluation of the net periodic pension cost resulted in an increase in the discount rate, effective
April I, 2013, to 4.21 percent; which reduced our net periodic pension cost by approximately $0.1 million for the
remainder of the fiscal year.

Similar to our employee pension plans, we review the estimates and assumptions underlying our supple­
mental plans annually based upon a September 30 measurement date using the same techniques as our employee
pension plans. The actuarial assumptions used to determine the pension liability for the supplemental plans were
determined as of September 30,2014 and 2013 and the actuarial assumptions used to determine the net periodic
pension cost for the supplemental plans were determined as of September 30 ~ 20 13~ 2012 and 2011. These
assumptions are presented in the following table:

Discount rate . . . . . . . . . ~ . . . . . . . . . . . ~ . ~ . . ~ ~ . . . . . . . . . . . . . . . . . .
Rate of compensation increase ~ .. ~ ~ .

Pension
Liability Pension Cost

2014 2013 2014 2013 2012

4.43% 4.95% 4.95% 4.04%(1) 5.05%

3.50% 3~50% 3.50% 3.50% 3.50%

(1) The discount rate for the supplemental plans increased from 4.04% to 4~21% effective April I, 2013 due to a
settlement loss recorded in fiscal 2013.

The following table presents the supplemental plans' accumulated benefit obligation, projected benefit obli­
gation and funded status as of September 30, 2014 and 2013:

14,449
(4,375)

(10,074)

(117,080)

$(117,080)

$ 130,186
3,039
4,755

(6,451)
(4,375)

(10,074)

117,080

21,902
(5,085)

(16,817)

(113,219)

$ 117,080
3,607
4,966
9,468

(5,085)
(16,817)

113,219

$(113,219)

Benefit obligation at end of year ... ~ ... ~ ... w ••••• ~ •••••••••••• ~ ••

Change in plan assets:
Fair value of plan assets at beginning of year ~ . . . . . ~ . . . . . ~ . . ~ .
Ernployerconnibution ~ ~ ~ ~ .
Benefits paid .... w •••••••••••••••••••••••••••••••••••• w ••••• ~ •

Settlements . ~ . . c • • • • ~ • • • • • • • • • • • • • • • • • • • • ~ • • w • • • • • • ~ • • • • • • • • •

Fair value of plan assets at end of year ~ ~ .

Reconciliation:
Funded status A • • • • • • • ~ • • • • • • • ~ • • • • • • • • • • • • • ~ • • •

Unrecognized prior service cost ~ z •• ~ •••• A ~ •• A ••• ~ •••

Unrecognized net loss . ~ . . ~ . . . ~ . . . . . . . . ~ . . . . . . . . . . . . . . . . ~ ~ . . ~ . . .

Accrued pension cost .. . . ~ . . . .. . . ~ . . z • • • • • • • • • • ~ • • • • • • • • • ~ • • ~ • • ~

2014 2013
(In thousands)

Accumulated benefit obligation ~ . . . . . .. $ 106,276 $ 109,817

Change in projected benefit obligation:
Benefit obligation at beginning of year w ~ • • w ~ • • ~ A ~ • ~ ~ • • • • • •

Service cost ~ ~ ~ . . . . ~ ~ . . . . . . . . . . . . . w • • • • • • • • • • • • • • • • • • • • • • • • • • •

Interest cost . w • ~ • • • • ~ • ~ • • ~ ~ • • ~ • ~ • • • • • • • • • • • .. • • • • • • • • • • • • • ~ • • • •

Actuarial (gain) loss ..... ~ .... ~ . ~ . . . . .. A ••• ~ ••• ~ •••••••••••••••

Benefits paid . . . . . . . . . . . . . . ~ . K • ~ • • • • • • • • • • • • • • • • • • • • • ~ • • • ~ • ~ • •

Settlements w •••••••••• ~ ••• ~ • ~ •••••••••••••••••• w ~ ••••••••••••
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Assets for the supplemental plans are held in separate rabbi trusts. At September 30, 2014 and 2013, assets
held in the rabbi trusts consisted of available-for-sale securities of $46.2 million and $44.5 million, which are
included in our fair value disclosures in Note 14.

Net periodic pension cost for the supplemental plans for fisca12014, 2013 and 2012 is recorded as operating
expense and included the following components:

Fiscal Year Ended September 30
2014 2013 2012

(In thousands)

Components of net periodic pension cost;

Service cost ~...................................~ . c • • a • •

Interest cost ~ . . . . . . . . . . . . . ~.. . . . . . .

Amortization of transition asset .

Amortization of prior service cost . . . . . . . . . . . ~ ~ .

Recognized actuarial loss ~ ~ .

Settlements . . . . "' . . "' . . "' . . . . . . . ~ . . . . .. . . . ~ . . . . . . . . . . . . . . . . .

Net periodic pension cost . . . . . . . . . . . . . . . ~ . . . . . . . . . ~ ~ . . . . .

$ 3,607
4,966

1,948
4,539

$15,060

$ 3,039

4,755

2;918
3,160

$13,872

$2,108
5,142

2,118

Estimated Future Benefit Payments

The following benefit payments for our defined benefit plans, which reflect expected future service, as
appropriate; are expected to be paid in the following fiscal years:

2015 . . .. . . . . . . . . . . .. . . . . .. . . . . . . ~ . . . . . . . . . . a • • • • • K • • • • • • • • • • • • • •

2016 . . . . . . . . . . . ~ . . . . . . . . . . . . .. . . . . . . . . . . . ~ . . . . . .. . . . . ~ . . . . . . . . .
2017 . . . . . . . . . . . K • • • • • • • • • • • • A • • • • • • • • A • • a ~ • • • • .. • • • • .. ~ • ~ • • • ~ • •

2018 .
2019 . . . ~ . . . . . . . . . . . . . . . ~ . ~ ~ . .. ~ . . . ~ . . . . . . . . . . . . . . . . . . . . . . . . . . .
2020-2024 "' ~ .

Pension Supplemental
Plans Plans

(In thousands)

$ 33,592 $11,381
32,811 4,617
33,131 17,260
33,501 14,772
34,846 7,675

182,998 32,843

Postretirement Benefits

We sponsor the Retiree Medical Plan for Retirees and Disabled Employees of Atmos Energy Corporation
(the Atmos Retiree Medical Plan). This plan provides medical and prescription drug protection to all qualified
participants based on their date of retirement. The Atmos Retiree Medical Plan provides different levels of bene­
fits depending on the level of coverage chosen by the participants and the terms of predecessor plans; however,
we generally pay 80 percent of the projected net claims and administrative costs and participants pay the remain­
ing 20 percent of this cost.

As of September 30~ 2009, the Board of Directors approved a change to the cost sharing methodology for
employees who had not met the participation requirements by that date for the Atmos Retiree Medical Plan.
Starting on January 1, 2015, the contribution rates that will apply to all non-grandfathered participants will be
determined using a new cost sharing methodology by which Atmos Energy will limit its contribution to a three
percent cost increase in claims and administrative costs each year. If medical costs covered by the Atmos Retiree
Medical Plan increase more than three percent annually, participants will be responsible for the additianal costs.

Generally ~ our funding policy is to contribute annually an amount in accordance with the requirements of
ERISA. However, additional voluntary contributions are made annually as considered necessary. Contributions
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are intended to provide not only for benefits attributed to service to date but also for those expected to be earned
in the future. We expect to contribute between $20 million and $25 million to our postretirement benefits plan
during fiscal 2015.

We maintain a fannal investment policy with respect to the assets in our postretirement benefits plan to
ensure the assets funding the postretirement benefit plan are appropriate!y invested to maintain an acceptable
level of risk. We also consider our current financial status when making recommendations and decisions regard­
ing the postretirement benefits plan.

We currently invest the assets funding our postretirement benefit plan in diversified investment funds which
consist of common stocks, preferred stocks and fixed income securities. The diversified investment funds may
invest up to 75 percent of assets in cornmon stocks and convertible securities. The following table presents asset
allocation information for the postretirement benefit plan assets as of September 30, 2014 and 2013.

Actual
Allocation

September 30
2014 2013

Diversified investment funds ~ ~ ~ ~ ~ ~ ~

Cash and cash equivalents . . . . . . . . . . . . . . . . .. . . ~ . . . ~ ~ . . .. ~ . . . .. . . . .. . . .. . . . . . . . . .

99~7% 96.8%
0.3% 3..2%

Similar to our employee pension and supplemental plans, we review the estimates and assumptions under­
lying our postretirement benefit plan annually based upon a September 30 measurement date using the same
techniques as our employee pension plans. The actuarial assumptions used to determine the pension liability for
our postretirement plan were determined as of September 30~ 2014 and 2013 and the actuarial assumptions used
to determine the net periodic pension cost for the postretirement plan were detemtined as of September 30,2013,
2012 and 2011~ The assumptions are presented in the following table:

Postretirement
Liability Postretirement Cost

2014 2013 2014 2013 2012

Discount rate ~ .. w ~ ••••••• z •••••••••• w •••• z 4.43% 4.95% 4.95% 4.04% 5.05%
Expected return on plan assets ~ . 4.600/0 4.60% 4.60% 4.70% 5.00%
Initial trend rate ... ~ ... ~ ... ~ ~ . . . . . . . . . . . . . . . . . . 7.50% 8.000/0 8.00% 8.00% 8.00%

illtimate trend rate . ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.00% 5.00% 5.00% 5.00% 5.00%
Ultimate trend reached in 2020 2020 2020 2019 2018
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2014 2013
(In thousands)

$ 312,148 $ 308;315
16,784 18,800
15;951 12,964
4,435 3~815

(18,963) (13,801)
(13,580) (14,458)

(1,657)
(3,487)

315,118 312,148

106,413 77,072
14,003 13,432

23,550 26,552
4,435 3,815

(13,580) (14,458)

134,821 106,413

(180,297) (205,735)
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The following table presents the postretirement plan's benefit obligation and funded status as of Sep­
tember 30~ 2014 and 2013:

Change in benefit obligation:
Benefit obligation at beginning of year ..... ~ . . ~ ~ . . . . . . . . .. ~ . . .. . . . . .
Service cost . . . . . . . . . . .. . . ~ . . . . . . . . .. . . . . K • • • ~ • • • • • ~ • • • • • • • • • ~ • •

Interest cost ~ ~ ~ .
Plan participants; contributions ~ . . . . . . . ~ ~ . . . . ~ . . . . . ~ .

Actuarial (gain) loss K..... . . . . . . . . . . . . . ~ . . . .. . . . . . . . . . . .. . . .. . . . . ."
Benefi ts paid ~ . . . ~ . . ~ . . ~ . . .. . . . . . . . . . ~ . . . . ~ . . " ~ . . . . . . ~ . . . . . ~ . .. .
PlaIl amendments ~ .. ~ ' ~ ~

Divestitures ~ z ••• ~ .

Benefit obligation at end of year ~ . . . . . . ~ ~ . . ~

Change in plan assets:
Fair value of plan assets at beginning of year ~ .. ~ .. ~

Actual return on plan assets . ~ . . . . . . ~ . . . . ~ . . .. . . .. . . . . . .. . . . . ~ . . .. . . .

Ernployerconbibutions ~ ~ ~ ~ .
Plan participants l contributions ~ . . . ~ . . . . . . . .. ~ . . .. . . .. . . .

Benefits paid . . ~ . . . . . . . . . . . ~ . . . . . . . . . .. .. . . . . . . . . . . . . . . . . . . . . ~ . .

Fair value of plan assets at end of year K ~ •••••••••

Reconciliation:
Funded status ~ ~ . ~ ~ .. ~ K ••• z ••••• K ••••••• ~ • ~ ••

Unrecognized transition obligation .. ~ ~ ~ ~ .

Unrecognized prior service cost . . . . . K • • z • • • • • ? • • • • • • .. ~ • • • • • ~ • ~ • • • ~ •

Umeeognized net loss ~ .

Accrued postretirement cost· ~ ~ . . . . . .. $(180,297) $(205,735)

Net periodic postretirement cost for fisca12014~ 2013 and 2012 is recorded as operating expense and
included the components presented below.

Fiscal Year Ended September 30
2014 2013 2012

(In thousands)

Components of net periodic postretirement cost:

Service cost .. ~ ~ .. ~ ~ .

Interest cost ~ . . . . . . . . . ~ . . . . . .. . .
Expected return on assets ~ ~ ~ ..

Amortization of transition obligation .. ~ ~ . . . . . . . . . . .

Amortization of prior service credit ~ . . . .. . . . .. . . . . . ~ .
Recognized actuarial loss .. ~ w •••• ~ ~ •••• ~ ••

Net periodic postretirement cost ~ .

85

$16,784
15,951
(5,167)

274
(1,450)

631

$27,023

$18,800
12,964
(3,988) .

1,081
(1,450)

4,196

$31,603

$16,353
13,861
(2~607)

1,511
(1,450)

2,648

$30,316
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Assumed health care cost trend rates have a significant effect on the amounts reported for the plan. A one­
percentage point change in assumed health care cost trend rates would have the following effects on the latest
actuarial calculations:

Effect on total service and interest cost components . . . ..... ". . . . ...
Effect on postretirement benefit obligation .. a •••••••••••••••••••

One..Percentage One..Percentage
Point Increase Point Decrease

(In thousands)

$ 4,533 $ (3,700)
$40~922 $(34,169)

Weare currently recovering other pastretirement benefits costs through our regulated rates under accrual
accounting as prescribed by accounting principles generally accepted in the United States in substantially all of
our service areas, Other postretirement benefits costs have been specifically addressed in rate orders in each
jurisdiction served by our Kentucky/Mid-States, West Texas, Mid-Tex and Mississippi Divisions as well as our
Kansas jurisdiction and Atmos Pipeline - Texas or have been included in a rate case and not disallowed. Man­
agement believes that this accounting method is appropriate and will continue to seek rate recovery of accrual­
based expenses in its ratemaking jurisdictions that have not yet approved the recovery of these expenses.

The following tables set forth by level, within the fair value hierarchy, the Retiree Medical Plan's assets at
fair value as of September 30, 2014 and 2013. The methods used to determine fair value for the assets held by the
Retiree Medical Plan are fully described in Note 2.

Assets at Fair Value as of September 30, 2014
Levell Level 2 Level 3 Total

(In thousands)

$ 434

11,398
122,989

$134,821$-

$-

$434

$434

~1,398

122,989

$134,387Total investments at fair value ~ .

Investments:
Money market funds $
Registered investment companies:

Domestic funds . ~ . . . . . . . . . .. . . . . . . . . . . . . . . . . . .

International funds .

Assets at Fair Value as of September 30, 2013
Levell Level 2 Level 3 Total

(In thousands)

Investments:
Money market funds. . . . . . . . . . . . . . . . . . . . . . . . . . .. $ $3,356
Registered investment companies:

Domestic funds. . . . . . . . . . . . . . . . . . . . .. . . .. . . .. . . . 9,614
International funds ~ a. . . 93,443

Total investments at fair value. . . . . . . . . . . . . . . . . . . . .. $103,057 $3,356

$-

$-

9,614
93,443

$106,413
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$ 25,759
19,623
23,347
26,808

29,851
191,265

Retiree Subsidy
Payments Payments

(In thousands)

$ 3,582 $~

4~615

5~796

7,148

8,549
63,524

Company
Payments

$ 22,177
15,008
17,551
19,660
21,302

127,741

2015 . . . . . . . . . . . . . . . . ~ . . ~ . . .. . . . . . a • • • • • • • •

2016 t ..

2017 ..
2018 . . ~ . . . . . . ~ . . . . .. . ~ . . . . .. .. . . . ~ . .. . . . . .. . . ~

2019 ..
2020-2024 ~ .

Estimated Future Benefit Payments

The following benefit payments paid by us, retirees and prescription drug subsidy payments for our post­
retirement benefit plans, which reflect expected future service, as appropriate, are expected to be paid in the fol­
lowing fiscal years. Company payments for fiscal 2015 include contributions to our postretirement plan trusts.

Total
Postretirement

Benefits

Defined Contribution Plans

As of September 30, 2014~ we maintained three defined contribution benefit plans: the AtrnosEnergy Corpo­
ration Retirement Savings Plan and Trust (the Retirement Savings Plan), the Atmos Energy Corporation Savings
Plan for MVG Union Employees (the Union 401K Plan) and the Atmos Energy Holdings, LLC 401K Profit­
Sharing Plan (the AEH 401K Profit-Sharing Plan).

The Retirement Savings Plan covers substantially all employees in our regulated operations and is subject to
the provisions of Section 401(k) of the Internal Revenue Code. Effective January 1,2007, employees automati­
cally become participants of the Retirement Savings Plan on the date of employment. Participants may elect a
salary reduction up to a maximum of 65 percent of eligible compensation, as defined by the Plan; not to exceed
the maximum allowed by the Internal Revenue Service.. New participants are automatically enrolled in the Plan at
a salary reduction amount of four percent of eligible compensation, from which they may opt out. We match 100
percent of a participant's contributiODS ~ limited to four percent of the participant's salary, in our common stock.
However, participants have the option to immediately transfer this matching contribution into other funds held
within the plan. Participants are eligible to receive matching contributions after completing one year of service.
Participants are also permitted to take out loans against their accounts subject to certain restrictions. In August
2010, the Board of Directors of Atmos Energy approved a proposal to close the Pension Account Plan to new
participants effective October 1, 2010 .. New employees participate in our defined contribution plan, which was
enhanced, effective January 1, 2011. Employees participating in the Pension Account Plan as of October 1, 2010
were allowed to make a one-time election to migrate from the Plan into the Retirement Savings Plan, effective
January 1, 2011 .. Under the enhanced plan, participants receive a fixed annual contribution of four percent of
eligible earnings to their Retirement Savings Plan account. Participants will continue to be eligible for company
matching contributions of up to four percent of their eligible earnings and will be fully vested in the fixed annual
contribution after three years of service.

The Union 401K Plan covers substantially all Mississippi Division employees who are members of the Inter­
national Chemical Workers Union Council, United Food and Commercial Workers Union International (the
Union) and is subject to the provisions of Section 401 (k) of the Internal Revenue Code. Employees of the Union
automatically become participants of the Union 401K plan on the date of union membership. We match 50 per­
cent of a participant's contribution in cash, limited to six percent of the participant's eligible contribution. Partic­
ipants are also permitted to take out loans against their accounts subject to certain restrictions. In June 2014,
active collectively bargained employees of Atmos Energy' s Mississippi Division voted to decertify the Union. As
a result, effective July 19, 2014, active participants of the Union 401K Plan were eligible to participate in the
Retirement Savings Plan. Participants that do not actively elect to participate in the Retirement Savings Plan will
be automatically enrolled in the Retirement Savings Plan at a salary reduction level of four percent; which they
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may opt out of within 30"days. In addition, participants may elect to transfer their funds from the Union 401 K
Plan to the Retirement Savings Plan. Effective January 1, 2015, all remaining participant balances will transfer to
the Retirement Savings Plan. Following this transfer, the Union 401K Plan will be terminated.

Matching contributions to the Retirement Savings Plan and the Union 401K Plan are expensed as incurred
and amounted to $10.9 million, $10.4 million and $10.5 million for fiscal years 2014, 2013 and 2012. The Board
of Directors may also approve discretionary contributions, subject to the provisions of the Internal Revenue Code
and applicable Treasury regulations. No discretionary contributions were made for fiscal years 2014, 2013 or
2012. At SeptemberSu, 2014 and 2013, the Retirement Savings Plan held 4.5 percent and 4.9 percent of our out-
standing common stock. -

The AEH 401K Profit-Sharing Plan covers substantially all AEH employees and is subject to the provisions
of Section 401(k) of the Internal Revenue Code. Participants may elect a salary reduction up to a maximum of 75
percent of eligible compensation, as defined by the Plan, not to exceed the maximum allowed by the Internal
Revenue Service. The Company may elect to make safe harbor contributions up to four percent of the employ­
ee's salary which vest immediately. The Company may also make discretionary profit sharing contributions to
the AEH 401K Profit-Sharing Plan. Participants become fully vested in the discretionary profit-sharing con­
tributions after three years of service. Participants are also permitted to take out loans against their accounts sub­
ject to certain restrictions. Discretionary contributions to the AEH 401K Profit-Sharing Plan are expensed as
incurred and amounted to $1.4 million, $1.1 million and $1.2 million"for fiscal years 2014,2013 and 2012.

7. Stock and Other Compensation Plans

Stock-Based Compensation Plans

Total stock-based compensation expense was $25.5 million, $17.8 million and $19.2 million for the fiscal
years ended September 30, 2014, 2013 and 2012, primarily related to restricted stock costs.

1998 Long-Term Incentive Plan

In August 1998, the Board of Directors approved and adopted the 1998 Long-Term Incentive Plan (LTIP),
which became effective in October 1998 after approval by our shareholders. The LTIP is a comprehensive, long­
term incentive compensation plan providing for discretionary awards of incentive stock options, non-qualified
stock options; stock appreciation rights, bonus stock, time-lapse restricted stock, time-lapse restricted stock units,
performance-based restricted stock units and stock units to certain employees and non-employee directors of the
Company and our subsidiaries. The objectives of this plan include attracting and retaining the best personnel,
providing for additional performance incentives and promoting our success by providing employees with the
opportunity to acquirer common stock.

As of September 30, 2014, we were authorized to grant awards for up to a maximum of 8~7 million shares of
common stock under this plan subject to certain adjustment provisions. As of September 30, 2014, non-qualified
stock options, bonus stock, time-lapse restricted stock, time-lapse restricted stock units ~ performance-based
restricted stock units and stock units had been issued under this plan, and 845,139 shares were available for
future issuance.

Restricted Stock Unit Award Grants

As noted above, the LTIP provides for discretionary awards of restricted stock units to help attract, retain
and reward employees of Atmos Energy and its subsidiaries. Certain of these awards vest based upon the passage
of time and other awards vest based upon the passage of time and the achievement of specified performance tar­
gets. The fair value of the awards granted is based on the market price of our stack at the date of grant. The asso­
ciated expense is recognized ratably over the vesting period.
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Employees who are granted time-lapse restricted stock units under our LTIP have a nonforfeitable right to
dividend equivalents that are paid at the same rate at which they are paid on shares of stock without restrictions.
Time-lapse restricted stock units contain only a service condition that the employee recipients render continuous
services to the Company for a period of three years from the date of grant, except for accelerated vesting in the
event of death; disability; change of control of the Company or termination without cause (with certain
exceptions). There are no performance conditions required to be met for employees to be vested in time-lapse
restricted stock units.

Employees who are granted performance-based restricted stock units under our LTIP have a forfeitable right
to dividend equivalents that accrue at the same rate at which they are paid on shares of stock without restrictions.
Dividend equivalents on the performance-based restricted stock units are paid in the form of shares upon the
vesting of the award. Performance-based restricted stock units contain a service condition that the employee
recipients render continuous services to the Company for a period of three years from the beginning of the appli­
cable three-year performance period, except for accelerated vesting in the event of death, disability, change of
control of the Company or termination without cause (with certain exceptions) and a performance condition
based on a cumulative earnings per share target amount.

2013 2012
Weighted Weighted
Average Average

Number of Grant-Date Number of Grant-Date
Restricted Fair Restricted Fair

Units Value Units Value

Weighted
Average

Number of Grant-Date
Restricted Fair

Units Value

The following summarizes information regarding the restricted stock units granted under the plan during the
fiscal years ended September 30, 2014, 2013 and 2012:

2014

Nonvested at beginning of year . ~ . . 1,052,844 $36~20 1~262,582 $32.46 1~264~142 $29.56
Granted ..................... 464,438 45~O5 473,775 40.48 532~711 33.44
Vested ............................... :p .... (524,532) 32.67 (657,795) 32.20 (494~308) 26~32

Forfeited ~ . . . . . . A • • A • • • • • ~ • • ~ (4,113) 39.00 (25,718) 33.42 (39~963) 29.83
--

Nonvested at end of year ......... 988,637 $42.22 1}O52;844 $36.20 1,262,582 $32.46

As of September 30,2014, there was $5~3 million of total unrecognized compensation cost related to non­
vested time-lapse restricted stock units granted under the LTIP. That cost is expected to be recognized over a
weighted-average period of 1.6 years. The fair value of restricted stock vested during the fiscal years ended Sep­
tember 30; 2014, 2013 and 2012 was $17~1 million, $21.2 million and $13.0 million.

Other Plans

Direct Stock Purchase Plan

We maintain a Direct Stock Purchase Plan, open to all investors, which allows participants to have all or
part of their cash dividends paid quarterly in additional shares of our conunon stock. The minimum initial
investment required to join the plan is $1,250. Direct Stock Purchase Plan participants may purchase additional
shares of our common stock as often as weekly with voluntary cash payments of at least $25, up to an annual
maximum of $100,000.

Outside Directors Stock-For-Fee Plan

In November 1994; the Board of Directors adopted the Outside Directors Stock-far-Fee Plan, which was
approved by our shareholders in February 1995. The plan permits non-employee directors to receive all or part of
their annual retainer and meeting fees in stock rather than in cash. This plan was terminated by the Board of
Directors, effective September 1, 2014., when the LTIP was amended to incorporate substantially all of its provi­
sions.

89



CASE NO. 2015-00343
FR_16(7)(p)

ATTACHMENT 1

ATMOS ENERGY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

Equity Incentive and Deferred Compensation Plan for Non-Employee Directors

In November 1998, the Board of Directors adopted the Equity Incentive and Deferred Compensation Plan
for Non-Employee Directors, which was approved by our shareholders in February 1999. This plan amended the
Atmos Energy Corporation Deferred Compensation Plan for Outside Directors adopted by the Company in May
1990 and replaced the pension payable under our Retirement Plan for Non-Employee Directors, The plan pro­
vides non-employee directors of Atmos Energy with the opportunity to defer receipt, until retirement, of
compensation for services rendered to the Company and invest deferred compensation into either a cash account
or a stock account.

Other Discretionary Compensation Plans

We have an annual incentive program covering substantially all employees to give each employee an oppor­
tunity to share in our financial success based on the achievement of key performance measures considered crit­
ical to achieving business objectives for a given year with minimum and maximum thresholds. The Company
must meet the minimum threshold for the plan to be funded and distributed to employees. These performance
measures rnay include earnings growth objectiYes, improved cash flow objectives or crucial customer satisfaction
and safety results. We monitor progress towards the achievement of the performance measures throughout the
year and record accruals based upon the expected payout using the best estimates available at the time the accrual
is recorded. During the last several fiscal years, we have used earnings per share as our sole performance meas­
ure,

8. Details of Selected Consolidated Balance Sheet Captions

The following tables provide additional information regarding the composition of certain of our balance
sheet caption~.

Accounts receivable

Accounts receivable was comprised of the following at September 30, 2014 and 2013:

September 30
2014 2013

(In thousands)

Billed accounts receivable c • • • • • • • • • •• $262,937 $230,712

Unbilled revenue. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 62,484 58~710

Other accounts receivable ~ ~ .. ~ ~ ~ ~ .. ~ . . . . 41,971 33~194

Total accounts receivable t •• ~ • • • • • • • • 367,392 322~616

Less: allowance for doubtful accounts .. K •• K •••• K ••• K ~ • • (23)992) (20,624)

Net accounts receivable ~ . . . . . . . . . . . . . . . .. $343,400 $301,992
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Other current assets

Other current assets as of September 30,2014 and 2013 were comprised of the following accounts.
September 30

Assets from risk management activities .... a • • • a • • • a ~ • • ~ • • • ~ • • ~ ~ • • • ~ • • ~

Deferred gas costs . . ~ . . . . . ~ . . . ~ . . ~ . ~ . . . . ~ . . . ~ . . . ~ ~ . . . . ~ . . . . . . . . . ~ . .
Taxes receivable ... ~ . . . . . . . . . ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Prepaid expenses . . . . . . ~ . . . . . . . . . . a a • • • • ~ • • • • • • • ~ • ~ • • • ~ • • ~ • • ~ • • ~ • • •

Materials and supplies .. A •••••••••••• A ••••••••••• ~ •••••••• ~ •• ~ ••••••

Oilier ~ . . . "' ~ . ~ . . . . "' . . . . . . . . . . . . . . .. . . . . ~ ~ . . . a • • • • • " • • • • • • •

Total ~ ~ ~ . . ~ . . . ~ ~ . ~ . ~ . . . . . . . . . . ~ . . . "' . . . ~ . . . . "' . . . . . . . . . ~ . . . . ~ . .

2014 2013
(In thousands)

$ 45;827 $11;966
20,069 15,152
5,481 3,141

25,039 21,666
5,704 5;511
9,145 6,765

$111,265 $64,201

Property, plant and equipment

Property, plant and equipment was comprised of the following as of September 30, 2014 and 2013:
September 30

5,020
262,246

1,362,662
5,061,711

716,189
38,444

7,446,272
275,747

7,722,019
(1,691;364)

$ 6,030,655

Construction in progress ~ .. ~ ~ ~ .. ~ .. ~

Production plant ~.............~ . ~ . . . ~ . . . ~ . . . . . . . ~ . ~ . . . ~ . . ~ . . ~ $
Storage plant " .. " ~ ~ ~ .. ~ . ~

Transmission plant .. ~ .. K •• ~ •• a ••••• " ••••••• A ••••• A ••• ~ ••••• a "

Distribution plant ~ . . . . . . . . . . . . .. ~ ~ ~ .. ~ .. ~

General plant . ~ .. ~ ~ .. ~ ~ ~ ~ ~

Intangible plant . . ~ . ." . a • • • • • • • • • • • • • • • ~ • • • a • • • A • • • • • • • • • • • • • • •

2014 2013
(In thousands)

4,821 $
275;579

1,622,846
5,522,794

735,223
38;858

8,200,121
247,579

8,447,700
Less: accumulated depreciation and amortization ~ ~ ~ ~ (1,721,794)

Net property, plant and equipment'D ~ ~ ~ .. ~ .. ~ $ 6~725,906

(l) Net property, plant and equipment includes plant acquisition adjustments of $(76.4) million and $(83.8) mil­
lion at September 30, 2014 and 2013.

Goodwill

The following presents our goodwill balance allocated by segment and changes in the balance for the fiscal
year ended September 30, 2014:

Regulated
Pipeline Nonregulated

(In thousands)

$132,462 $34,711

40

Balance as of September 30, 2013 .... ~ ... ~ ...
Deferred tax adjustments on prior

acquisitions'» " .

Balance as of September 30, 2014 ~ .

Regulated
Distribution

$574,190

626

$574,816 $132,502 $34,711

Total

$741,363

666

$742;029

(1) We annually adjust certain deferred taxes recorded in connection with acquisitions completed in fisca12001
and fisca12004, which resulted in an increase to goodwill and net deferred tax liabilities of $0.7 million for
fisca12014.
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Deferred charges and other assets

Deferred charges and other assets as of September 30,2014 and 2013 were comprised of the following
accounts.

September 30

Marketable securities ~.. ~ . . ~ . . ~ . . . ~ . . ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Regulatory assets z •••••••••••••••• ~ • a ~

Deferred financing costs ~ .
Assets from risk management activities .
Oth.er ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . t • • • • • • • • • .. • • • • • ~ • • • .. • • • ~

Total ~ . . . . . ~ . a A • • • • a • • a • • • K • • • ~ • • • • • • • • • • • • • • • • • • • • • • • • • • • •

2014 2013
(In thousands)

$ 79,613 $ 72,682
230~240 273,287

13,698 15,199
13,038 109,354
14,340 14,595

$350,929 $485,117

Accounts payable and accrued liabilities

Accounts payable and accrued liabilities as of September 30, 2014 and 2013 were comprised of the follow­
ing accounts.

September 30

Trade accounts payable . . . . ~ . . . .. a •••• a ~ •••••••••••• ~ •••••

Accrued gas payable a • • • • • • • • • • • • • .. • • • • • • • • • • • • • .. • • • • •• ~ •••• " ••

Accrued liabilities ~ . . . . .. ~ . z • • ~ • • • ~ ~ • • • ~ • • • • • • • • • • • • • • • • • • •

Total ~ . . . ~ ~ . . . .. . . . . . . . . . . . . . . . . . .

Other current liabilities

2014 2013
(In thousands)

$ 77,860 $ 70,116
179,425 121,202
54,319 50,293

$311,604 $241,611

Customer credit balances and deposits .

Accrued employee costs .. ~ . . .. ~ . . . . . . ~ . . . . . . . . . . y • • • • ~ • • • ~ • • • • • • ~ ~ •

Deferred gas costs ~ ~ .

Accrued interest . . ~ . . . ~ . . ~ . . ~ . . . . . . ~ . . . ~ . . . ~ . . . . . . . . . . . . . . . . . . . .. . .
Liabilities from risk management activities ~........ ~ . . . . K • • ~ • • • • • • ~ • • •

Taxes payable ~ . . ~ . . . . . ~ . . . . . . . ~ . . . . . . . . . . . . . .. . . . . . . ~ . . . . .
Pension and postretirement obligations ~ ~ A ••••••• ~ ••••••••••••••

Current deferred tax liability ~ t •

Regulatory cost of removal accrual a ~ • a ~ ••• a ~ • • • • •• ~ ~ ••••••••••••••

Other .

Other current liabilities as of September 30, 2014 and 2013 were comprised of the following accounts.

September 30

2014 2013
(In thousands)

$ 82,085 $ 76,313
46~445 54,034
35,063 16,481
36,768 36~744

1,730 1,543
77,601 66,960
11,380 22,940
48,751 14,697
45,061 68,225
17,467 10,954

Total." ~ ~ . . . . . . . . . . . . . . . . . . . . .. . . .. . . .. . . . .. . .. $402,351 $368,891
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Deferred credits and other liabilities

Deferred credits and other liabilities as of September 30,2014 and 2013 were comprised of the following
accounts.

September 30

Customer advances for construction . . . . . . . . .. . . . . . . . . . . . .. . . . ~ . . ~ ~ . . ~ ~ . . ~

Regulatory liabilities . - ~ .. ~ . a ••• a •••••••••••••••••••••••••••

Asset retirement obligation . . . . . . . . . . . . . .. ~ . . . .. . . . . ~ ~ . . . . .. . . . . . . ~ . . . .. . .
Liabilities from risk management activities ~ .. ~ ..
Oilier ~ . . a • • • ~ • • ~ • • • a a • • • • • • • • • • • • • .. • • • •

Total .. ~ . a ~ • a • ~ ~ •• ~ ~ • ~ • • .. • • .. • • • • • • .. • • • • • • • • • • • .. • • • • • •• ~ .

2014 2013
(In thousands)

$ 9,883 $11,723
4,472 1,123

10,508 6,764
20,126
23,881 17~953

$68,870 $37,563

9. Leases

Capital and Operating Leases

We have entered into operating leases for office and warehouse space, vehicles and heavy equipment used
in our operations. The remaining lease terms range from one to 20 years and generally provide for the payment of
taxes, insurance and maintenance by the lessee. Renewal options exist for certain of these leases. We have also
entered into capital leases for division offices and operating facilities. Property, plant and equipment included
amounts for capital1eases of $1~3 million at September 30,2014 and 2013. Accumulated depreciation for these
capital leases totaled $1.1 million and $1.0 million at September 30~ 2014 and 2013~ Depreciation expense for
these assets is included in consolidated depreciation expense on the consolidated statement of income.

636

2015 ~ . . . . . .. . .. . . . . ~ . . ~ . . . a • • • • • • • • ~ • • • • • • • • • • •

2016 ~ .. a ~ •••

2017 . ~ .. . . ~ . . .. ~ . . . K • • ~ • • • ~ • • ~ • a ~ • • ~ • • • • • • • • • • • • • • • • • • • • • • .. • • • • • • • •

2018 ~ . . ~ . . .. . . . . . ~ . . . . . a ~ • • K • • • z • • • •

2019 ~ . . .. . . .. . . . .. ~ ~ . . . . . . . . . . . . . . ~ . . .
Thereafter . ~ ~ ~ .. K .

The related future minimum lease payments at September 30; 2014 were as follows:

Capital Operating
Leases Leases

(In thousands)

$186 $ 16,673
186 16,021
186 16,330
78 15,907

15,138
75,620

$155~689Total minimum lease payments ~ a a ~ •••• K ••• K ••••• a K •• a ~

Less amount representing interest ~.......................................... 123

Present value of net minimum lease payments ~ ~ . ~ ~ . . .. $513

Consolidated lease and rental expense amounted to $31.7 million, $32.4 million and $33.6 million for fiscal
2014, 2013 and 2012.

10~ Commitments and Contingencies

Litigation

Beginning in April 2009, Atmos Energy and two subsidiaries of AEH, Atmos Energy Marketing, LLC
(AEM) and Atmos Gathering Company, LLC (AGe) (collectively, the Atmos Entities), were involved in a law-
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suit filed in the Circuit Court of Edmonson County, Kentucky related to our Park City Gathering Project. The
dispute which gave rise to the litigation involves the amount of royalties due from a third party producer to land­
owners (who own the mineral rights) for natural gas produced from the landowners' properties. The third party
producer was operating pursuant to leases between the landowners and certain investors/working interest owners.
The third partyproducer filed a petition in ban1cruptcy, which was subsequently dismissed due to the lack of
meaningful assets to reorganize or liquidate.

Although certain Atmos Energy companies entered into contracts with the third party producer to gather,
treat and ultimately sell natural gas produced from the landowners' properties, no AtmosEnergy company had a
contractual relationship with the landowners or the investors/working interest owners. After the lawsui t was filed,
the landowners were successful in terminating for non-payment of royalties the leases related to the production of
natural gas from their properties, Subsequent to termination, the investors/working interest owners under such
leases filed additional claims against us for the termination of the leases.

During the trial, the landowners and the investors/working interest owners requested an award of compensa­
tory damages plus punitive damages against US~ On December 17, 2010, the jury returned a verdict in favor of the
landowners and investor/working interest owners and awarded compensatory damages of $3~8 million and puni­
tive damages of $27.5 million payable by Atmos Energy and the two AEH subsidiaries.

A hearing was held on February 28, 2011 to hear a number of motions, including a motion to dismiss the
jury verdict and a motion for a new trial, The motions to dismiss the jury verdict and for a new trial were denied.
However, the total punitive damages award was reduced from $27.5 million to $24.7 million. On October 17,
2011, we filed our brief of appellants with the Kentucky Court of Appeals (Court), appealing the verdict of the
trial court. The appellees in this case subsequently filed their appellees' brief with the Court on January 16, 2012,
with our reply brief being filed with the Court on March 19, 2012. Oral arguments were held in the case on
August 27, 2012~

In an opinion handed down on January 25, 2013, the Court of Appeals overturned the $28.5 million jury
verdict returned against the Atmos Entities. In a unanimous decision by a three-judge panel, the Court of Appeals
reversed the claims asserted by the landowners and investors/working interest owners. The Court of Appeals
concluded that all of such claims that the Atmos Entities appealed should have been dismissed by the trial court
as a matter of law. The Court of Appeals let stand the jury verdict on one claim that Atmos Energy and our sub­
sidiaries chose not to appeal, which was a trespass claim. The jury had awarded a total of $10,000 in compensa­
tory damages to one landowner on that claim. The Court of Appeals vacated all of the other damages awarded by
the jury and remanded the case to the trial court for a new trial, solely on the issue of whether punitive damages
should be awarded to that landowner and, if so, in what amount.

The investors/working interest owners, on February 25, 2013, and the landowners, on March 19, 2013, each
filed with the Supreme Court of Kentucky, separate motions for discretionary review of the opinion of the Court
of Appeals. We filed a response to the motion filed by the investors/working owners on March 27, 2013 and to
the landowners' motion on April 17, 2013 ~ The Kentucky Supreme Court denied the motions for discretionary
review on February 12, 2014 and the decision of the COUlt of Appeals became final on February 21, 2014. We
had previously accrued what we believed to be an adequate amount for the anticipated resolution of this matter.
This accrual was reversed during the second fiscal quarter of fiscal 2014 as the appellate process in this case had
been completed. Atmos Energy had also filed a motion with the trial court, the Circuit Court of Edmonson
County, Kentucky, on March 10, 2014, seeking a ruling that the remaining landowner was not entitled to any
punitive damages on the sole remaining claim of trespass. On May 19, 2014, the Edmonson County Circuit Court
entered judgment dismissing any claim for punitive damages relating to the trespass claim. There was no appeal
of this judgment. The lawsuit in Edmonson County has now been fully resolved.

In addition, in a related matter, on July 12, 2011) the Atmos Entities filed a lawsuit in the United States Dis­
trict Court, Western District of Kentucky, Atmos Energy Corporation et al.vs. Resource Energy Technologies,
LLC and Robert Thorpe and John F ~ Charles; against the third party producer and its affiliates to recover all
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costs, including attorneys' fees, incurred by the Atmos Entities, which are associated with the defense and appeal
of the case discussed above as well as for all damages awarded to the plaintiffs in such case against the Atmos
Entities. The total amount of damages being claimed in the lawsuit is about $3.5 million, plus interest that con­
tinues to accrue. This lawsuit is based upon the indemnification provisions agreed to by the third party producer
in favor of Atmos Gathering that are contained in an agreement entered into between Atmos Gathering and the
third party producer in May 2009. The defendants filed a motion to dismiss the case on August 25,2011, with
Atmos Energy filing a brief in response to such motionon September 19, 2011. On March 27~ 2012 the court
denied the motion to dismiss. Atmos Energy filed a motion for partial summary judgment against the defendants
with the District Court on July 15,2014 and filed an Amended Complaint on July 18, 2014.

On August 28, 2014, the court entered an order authorizing the withdrawal of the lawyer representing the
estate of Robert Thorpe, giving the Thorpe Estate until October 2, 2014 to engage a new lawyer. On Sep-
tember 29, 2014, Resource Energy Technologies, LLC and John Charles, individually, entered into an agreed­
upon judgment in favor of the Atmos Entities in the amount of $3.6 million, which resolved all claims by the
Atmos Entities against those defendants and which dismissed with prejudice all counterclaims against the Atmos
Entities. That judgment was settled with the Atmos Entities for $15,000, based on information obtained in
discovery that showed those defendants lacked the ability to pay. The only claims remaining in the case are the
Atmos Entities' claims against the Thorpe Estate. The Thorpe Estate has not responded to the motion for partial
summary judgment or the amended complaint. In a hearing held on October 7, 2014, the court was advised that
the Thorpe Estate was insolvent and without funds to hire another attorney. The court has entered an order to
show cause setting the case for a hearing on December 3;'2014 andindicated that if the Thorpe Estate fails to
appear, an order of default will be entered,

Tennessee Business License Tax

Atmos Energy, through its affiliate, AEM, has been involved in a dispute with the Tennessee Department of
Revenue (1DOR) regarding sales business tax audits over a period of several years. The cumulative assessment
approximated $12 million as of March 31, 2014, which AEM challenged. We had previously accrued in prior
years what we believed to be an adequate amount for the anticipated resolution of this matter. With respect to
certain issues, AEM and the TDOR filed competing Partial Motions for Summary Judgment with the Chancery
Court. On August 2, 2013, the Chancery Court granted the TDOR~s Partial Motion for Summary Judgment and
denied AEM's Partial Motion for Summary Judgment. An agreed order of dismissal with prejudice between
AEM and TDOR was approved by the Chancery Court and entered on May 2, 2014, whereby AEM agreed to pay
$6.2 million to TDOR to resolve all business tax-related liabilities outstanding through September 2014. The
State of Tennessee also passed related legislation, effective July 1, 2014, that should help minimize any disputes
over this type of sales business tax in the future.

Weare a party to other litigation and claims that have arisen in the ordinary course of our business. While
the results of such litigation and claims cannot be predicted with certainty, we believe the final outcome of such
litigation and claims both individually and in the aggregate will not have a material adverse effect on our finan­
cial condition, results of operations or cash flows.

Environmental Matters

Weare a party to environmental matters and claims that have arisen in the ordinary course of our business.
While the ultimate results of response actions to these environmental matters and claims cannot be predicted with
certainty, we believe the final outcome of such response actions will not have a material adverse effect on our
financial condition, results of operations or cash flows because we believe that the expenditures related to such
response actions will either be recovered through rates, shared with other parties or are adequately covered by
insurance.
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Purchase Commitments

Our regulated distribution divisions maintain supply contracts with se-veral vendors that generally cover a
period of up to one year. Commitments for estimated base gas volumes are established under these contracts on a
monthl y basis at contractually negotiated prices. Commitments for incremental daily purchases are made as
necessary during the month in accordance with the terms of the individual contract.

Our Mid-Tex Division also maintains a limited number of long-term supply contracts to ensure a reliable
source of gas for our customers in its service area which obligate it to purchase specified volumes at prices
indexed to natural gas distribution hubs. At September 30, 2014, we were committed to purchase 49.7 Bcfwithin
one year and 69~8 Bef within one to three years under indexed contracts, Purchases under these contracts totaled
$140~9 million, $89.0 million and $72.2 million for 2014, 2013, 2012~

OUf nonregulated segment has commitments to purchase physical quantities of natural gas under contracts
indexed to the forward NYMEX strip or fixed price contracts. At September 30, 2014, we were committed to
purchase 111.5 Bcf within one year, 19.8 Bcf within one to three years and O~5 Bcf after three years under
indexed contracts. We are committed to purchase 7.8 Bcf within one year under fixed price contracts with prices
ranging from $1.96 to $4.49 per Mcf. Purchases under these contracts totaled $1,687.5 million, $1,246~1 million
and $978.8 million for 2014, 2013 and 2012~

In addition, our nonregulated segment maintains long-term contracts related to storage and transportation.
The estimated contractual demand fees for contracted storage and transportation under these contracts as of Sep-
tember 30; 2014 are as follows (in thousands): .

2015 .... ~ . . ~ . . . . ~ . . . . . . ~ . . ~ . . . ~ . . . . . . ~ ~ . . . . . . . . . ~ ~ . . . . .. . . . . . . . .. ~ . . . . ~ . . ~ ~ .
2016 ~..................... z • • • z • • • • • • ~ • • • ~ • • • • • • • • • • • • ~ • • • • • • • ~ • • • • • • • • ~ ~ •

2017 ~ ~ . . .. . . ~ . . . . ~ . . ~ . . . . . . . . . . . . . . . . . . ~ . . . ~ . . . . . . . . . ~ . . ~ . . . ~ . . . ~ . .. . . ~ . . .. ~ .
2018 ~... ~ . . . . . ~ . . ~ . ~ . . . . . . . . ~ . . . . . . ~ . . ~ ~ . . . . . . . ~ . .. ~ . ~ ~ . . ~ ~ . . .. . . ~ . .. ~ . . ~ . .
2019 ~ . . . . . . z • • ~ c • • • • • • Z K • • • • • • • • c • • • • • • ~ • • .. • • .. • •

Thereafter . . . . . . . . ~ . . ~ . . ~ . ~ . . ~ . . ~ . . . ~ . . . ~ . . . . . . . . . . . ~ . . . ~ ~ . . . ~ . . ~ . . ~ . ~ ~ . . ~ . .

$ 7,426
2;117

1,437
773
143
214

$12,110

Other Contingencies

In December 2007, the Company received data requests from the Divisi on of Investigations of the Office of
Enforcement of the Federal Energy Regulatory Commission (the "Commission") in connection with its inves­
tigation into possible violations of the Commission's posting and competitive bidding regulations for pre­
arranged released finn capacity on natural gas pipelines.

The Company and the Commission entered into a stipulation and consent agreement, which was approved
by the Commission on December 9, 2011, thereby resolving this investigation. The Commission's findings of
violations were limited to the nonregulated operations of the Company. Under the terms of the agreement, the
Company paid to the United States Treasury a total civil penalty of approximately $6.4 million and to energy
assistance programs approximately $~~6 million in disgorgement of unjust profits plus interest for violations
identified during the investigation. The resolution of this matter did not have a material adverse impact on the
Company's financial position, results of operations or cash flows and none of the payments were charged to any
of the Company's customers. In addition, none of the services the Company provides to any of its regulated or
nonregulated customers were affected by the agreement.

In July 2010, the Dodd-Frank Act was enacted, representing an extensive overhaul of the framework for
regulation of U.S. financial markets. The Dodd-Frank Act required various regulatory agencies, including the
SEC and the Commodities Futures Trading Commission, to establish regulations for implementation of many of
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the provisions of the Dodd-Frank Act A number of those regulations have been adopted; we have enacted new
procedures and modified existing business practices and contractual arrangements to comply with such regu­
lations A We expect additional regulations to be issued, which should provide additional clarity regarding the
extent of the impact of this legislation on us. The costs of participating in financial markets for hedging certain
risks inherent in our business may be further increased when these expected additional regulations are adopted.
We also anticipate that the Commodities Futures Trading Commission will issue additional related reporting and
disclosure 0 bligations,

11. Income Taxes

The components of income tax expense from continuing operations for 2014, 2013 and 2012 were as fol­
lows:

Current

Federal ~ . ~ . . . ~ . a • • • • • • • • • ~ • • a ~ • • a • • • ~ • • • • • • • a • • •

State ~ .
Deferred

Federal ~ . A • • a ~ • • • • • & • • ~ • • ~ • • • ~ • • ~ • • • .. • • • .. • • • ~ • • •

State ~ . . . . . ~ . . . . . . . . . . .

Investment tax credits ~ ~ . ~ .

2014 2013 2012
(In thousands)

$ $ $ 631
5,527 8,178 6,888

169,106 124,836 103,971
12,375 9;605 (13,237)

(6) (20) (27)

$187;002 $142,599 $ 98,226

2012

$166,887
(2,307)

11,636
6,969
3,817

$187,002

Tax at statutory rate of 35% . a ~ • K ••• & ••• ~ ~ .

Common stock dividends deductible for tax reporting . ~ . . . . . ..
State taxes (net of federal benefit) ..

Change in valuation allowance .
Other, net ~ . . . . . . . . . . . . . . . ~ . . . . . . a ~ • • a • • •

Income tax expense ~ . . . . . . . . . .. . . . . . .. . . . . . . . . . . .

Reconciliations of the provision for income taxes computed at the statutory rate to the reported provisions
for income taxes from continuing operations for 2014, 2013 and 2012 are set forth below:

2014 2013
(In thousands)

$130;655 $101,648
(2,153) (2,096)
11,559 (4,127)

1,085
1,453 2,801

$142~599 $ 98,226
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$ 116,157 $ 115,970
10,565

236~626 196~296

21,614 20,939

28~849 38~O13

413,811 371,218
(6,969) (1~O85)

406,842 370,133

(1;655,894) (1,445;450)
(17,890) (23,480)
(31,252) (19,182)

(21~726)

(37,173) (39,045)

(1,742,209) (1,548,883)

$(1,335,367) $(1,178,750)

$ (109) $ (51)
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Deferred income taxes reflect the tax effect of differences between the basis of assets and liabilities for book
and tax purposes. The tax effect of temporary differences that gave rise to significant components of the deferred
tax liabilities and deferred tax assets at September 30~ 2014 and 2013 are presented below:

2014 2013
(In thousands)

Deferred tax assets:
Employee benefit plans .. .. ~ . . . . .
Interest rate agreements ~ ~ .
Net operating loss carryforwards ~ . . . . . . . . ~ . . ~ . . . . ~

Charitable and other credit carryforwards .
Other . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . K • • • ~ • • ~ • • • • • • ~ • • • • • • •

Total deferred tax assets .. a ..

Valuation allowance ~ . . . . . . . . . . ..

Net deferred tax assets ~ ..
Deferred tax liabilities:

Difference in net book value and net tax value of assets ... a ~ • a •••••

Pension funding . ~ . . ~ . . a • • a • • • a • ~ • • • • • • • • • • • • • • • • • • • • • • • • • •

Gas cost adjustments . ~ . . . .. ~ .
Interest rate agreements " ~ .. ~ ~ . a •••• a

Oilier . ~ . . . . . . . . . . ~ . a • a • • • • • • • • • • • • • • • • • • • • • • • • ~ • • • • • • • • • ..

Total deferred tax liabilities ~ .

Net deferred tax liabilities .

Deferred credits for rate regulated entities t ••• ~ ~ t .

At September 30, 2014, we had $224.2 million of federal net operating loss carryforwards, $12.4 million of
state net operating loss carryforwards (net of federal effects), $10.1 million of federal alternative minimum tax
credit carryforwards, $1.0 million of state tax credits and $10.5 million in charitable contribution carryforwards,
The alternative minimum tax credit carryforwards do not expire. The federal net operating loss carryforwards are
available to offset taxable income and will begin to expire in 2029. Depending on the jurisdiction in which the
state net operating loss was generated, the state net operating loss carryforwards will begin to expire between
2016 and 2030. The state tax credits will begin to expire in 2018.

The Company's charitable contribution carryforwards expire in 2014 - 2019 . We believe it is more likely
than not that the benefit from certain charitable contribution carryforwards will not be realized. Due to the
uncertainty of realizing a benefit from the deferred tax asset recorded for charitable contribudon carryforwards, a
valuation allowance of 7.0 million and 1~ 1 million was recognized for the years ended September 30, 2014 and
2013.
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Unrecognized tax benefits - beginning balance ~ .
Increase resulting from prior period tax positions ~ .
Increase resulting from current period tax positions . .

Unrecognized tax benefits - ending balance ~ ~ .. A ~ ••••• a. a ••• ~ •• a •

Accrued interest and penalties .

Gross unrecognized tax benefits ~ ~ A ~ •• a ••• K •

Less: deferred federal and state income tax benefits .
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At September 30, 2014, we had recorded liabilities associated with unrecognized tax benefits totaling $12.6
million. The following table reconciles the beginning and ending balance of our unrecognized tax benefits:

2014 2013
(In thousands)

$ 4,158 $ 2,817

3,846
4,625 1~341

12,629 4,158
411

13,040 4,158
(4,564) (1,455)

Total unrecognized tax benefits that, if recognized, would impact the effective
income tax rate as of the end of the year. . .. . . . .. . . . . .. . . .. . . . . . . .. . . . . .. . . ... $ 8,476 $ 2;703

Additionally, results for fiscal 2012 were favorably impacted by a state tax benefit of $13.6 million (net of
federal effects). Due to the completion of the sale of our Missouri, Iowa and Illinois service areas in the fiscal
fourth quarter, the Company updated itsanalysis of the tax rate at which deferred taxes would reverse in the
future to reflect the sale of these service areas. The updated analysis supported a reduction in the deferred tax rate
which when applied to the balance of taxable income deferred to future periods resulted in a reduction of the
Company's overall deferred tax liability.

We file income tax returns in the U.S. federal jurisdiction as well as in various states where we have oper­
ations. We have concluded substantially all U.S. federal income tax matters through fiscal year 2007.

12. Financial Instruments

We use financial instruments to mitigate commodity price risk and interest rate risk. The objectives and strat­
egies for using financial instruments have been tailored to our regulated and nonregulated businesses. Currently,
we utilize financial instruments in our regulated distribution and nonregulated segments. We currently do not
manage commodity price risk with financial instruments in our regulated pipeline segment

Our financial instruments do not contain any credit-risk-related or other contingent features that could cause
accelerated payments when our financial instruments are in net liability positions.
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As discussed in Note 2, we report our financial instruments as risk management assets and liabilities, each
of which is classified as current or noncurrent based upon the anticipated settlement date of the underlying finan­
cial instrument. The following table shows the fair values of our risk management assets and liabilities by seg­
ment at September 30, 2014 and 2013:

Regulated
,Distribution NonreguJated Total

(In thousands)

September 30, 2014
Assets from risk management activities, current'!) ... ~ ..... ~ ~ $ 23,102 $22,725 $ 45,827
Assets from risk management activities, noncurrent ........... 13,038 13,038
Liabilities from risk management activities, current'D ........ (1,730) (1,730)

Liabilities from risk management activities, noncurrent'!' .... ~ (20,126) (20,126)

Net assets .................... :p ............................................ $ 14,284 $22,725 $ 37;009

September 30, 2013
Assets from risk management activities, currentw .... ~ ..... ~ $ 1~837 $10,129 $ 11,966
Assets from risk management activities, noncurrent ............ 109,354 109,354
Liabilities from risk management activities, currentw ~ '.' .... (1~543) (1,543)

Liabilities from risk management activities, noncurrentv' .....

Net assets .... 01: ....................... ,. ................................. $109,648 $10,129 $119,777

(1) Includes $25.8 million of cash held on deposit to collateralize certain financial instruments. Of this amount;
$3.1 million was used to offset current and noncurent risk management liabilities under master netting
arrangements and the remaining $22.7 million is classified as current risk management assets.

(2) Includes $24.8 million of cash held on deposit to collateralize certain financial instruments. Of this amount,
$14.7 million was used to offset current and noncurrent risk management liabilities under master netting
arrangements and the remaining $10.1 million is classified as current risk management assets.

Regulated Commodity Risk Management Activities

Although our purchased gas cost adjustment mechanisms essentially insulate our regulated distribution
segment from commodity price risk, our customers are exposed to the effects of volatile natural gas prices. We
manage this exposure through a combination of physical storage; fixed-price forward contracts and financial
instruments, primarily over-the-counter swap and option contracts; in an effort to minimize the impact of natural
gas price volatility on our customers during the winter heating season,

OUT regulated distribution gas supply department is responsible for executing this segment's commodity risk
management activities in conformity with regulatory requirements. Injurisdictions where we are permitted to
mitigate commodity price risk through financial instruments, the relevant regulatory authorities may establish the
level of heating season gas purchases that can be hedged. Historically, if the regulatory authority does not estab­
lish this level, we seek to hedge between 25 and 50 percent of anticipated heating season gas purchases using
financial instruments. For the 2013-2014 heating season (generally October through March), in the jurisdictions
where we are permitted to utilize financial instruments, we hedged approximately 32 percent, or approximately
24.8 Bef of the winter flowing gas requirements at a weighted average cost of approximately $4.02 per Mef. We
have not designated these financial instruments as hedges.

Nonregulated Commodity Risk Management Activities

In our nonregulated operations, we buy, sell and deliver natural gas at competitive prices by aggregating and
purchasing gas supply, arranging transportation and storage logistics and effectively managing commodity price risk.
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As a result of these activities, our nonregulated segment is exposed to risks associated with changes in the
market price of natural gas. We manage our exposure to such risks through a combination of physical storage and
financial instruments, including futures, over-the-counter and exchange-traded options and swap contracts with
counterparties. Future contracts provide the right to buy or sell the commodity at a fixed price in the future.
Option contracts provide the right, but not the requirement, to buy or sell the commodity at a fixed price. Swap
contracts require receipt of payment for the commodity based on the difference between a fixed price and the
market price on the settlement date.

We use financial instruments, designated as cash flow hedges of anticipated purchases and sales at index
prices, to mitigate the commodity price risk associated with deliveries under fixed-priced forward contracts to
deliver gas to customers" These financial instruments have maturity dates ranging from one to 61 months. We use
financial instruments, designated as fair value hedges, to hedge natural gas inventory used in these operations,
We also use storage and basis swaps, futures and various over-the-counter and exchange-traded options primarily
to protect the economic value of our fixed price and storage books. These financial instruments have not been
designated as hedges,

Our nonregulated risk management activities are controlled through various risk management policies and
procedures. Our Audit Committee has oversight responsibility for our nonregulated risk management limits and
policies. A risk committee, comprised of corporate and business unit officers, is responsible for establishing and
enforcing our nonregulated risk management policies and procedures.

Under our risk management policies, we seek to match our financial instrument positions to our physical
storage positions as well as our expected current and future sales and purchase obligations in order to maintain no
open positions at the end of each trading day. The determination of our net open position as of any day, however,
requires us to make assumptions as to future circumstances, including the use of gas by our customers in relation
to our anticipated storage and market positions. Because the price risk associated with any net open position at
the end of each day may increase if the assumptions are not realized, we review these assumptions as part of our
daily monitoring activities, Our operations can also be affected by intraday fluctuations of gas prices, since the
price of natural gas purchased or sold for future delivery earlier in the day may not be hedged unti11ater in the
day~ At times, limited net open positions related to our existing and anticipated commitments may occura At the
close of business on September 30, 2014, our nonregulated segment had net open positions (including existing
storage and related financial contracts) of O~l Bcf.

Interest Rate Risk Management Activities

We periodically manage interest rate risk through the use of forward starting interest rate swaps, interest rate
swaps, and prior to fiscal 2012, Treasury lock agreements, to fix the Treasury yield component of the interest
cost associated with anticipated financings,

In October 2012, we entered into forward starting interest rate swaps to fix the Treasury yield component
associated with the anticipated issuance of $500 million and $250 million unsecured senior notes in fiscal 2015
and fiscal 2017, which we designated as cash flow hedges at the time the agreements were executed. In fiscal
2014, we entered into forward starting interest rate swaps to effectively fix the Treasury yield component asso­
ciated with $400 million of the anticipated issuance of $450 million unsecured senior notes in fiscal2019~ which
we designated as cash flow hedges at the time the agreements were executed, Accordingly, unrealized gains and
losses associated with the forward starting interest rate swaps will be recorded as a component of accumulated
other comprehensive income (loss). When the forward starting interest rate swaps settle, the realized gain or loss
will be recorded as a component of accumulated other comprehensive income (loss) and recognized as a compo­
nent of interest expense over the life of the related financing arrangement. Hedge ineffectiveness to the extent
incurred, will be reported as a component of interest expense.

In August 2011, we entered into three Treasury lock agreements to fix the Treasury yield component of the
interest cost associated with $350 million out of a total $500 million of senior notes that were issued on January 11,
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2013 ~ We designated these Treasury locks as cash flow hedges. The Treasury locks were settled on January 8, 2013
with a payment of $66.6million to the counterparties due to a decrease in the 3D-year Treasury rates between
inception of the Treasury locks and settlement Because the Treasury locks were effective, the $66.6 million unreal­
ized loss was recorded as a component of accumulated other comprehensive income and is being recognized as a
component of interest expense over the 30-year life of the senior notes.

In the fourth quarter of fiscal 2012 we entered into an interest rate swap to fix the LIBOR component of our
$260 million short-term financing facility through December 27, 2012. We recorded an immaterial loss upon
settlement of the swap, which was recorded as a component of interest expense as we did not designate the inter­
est rate swap as a hedge,

In prior years, we entered into several Treasury lock agreements to fix the Treasury yield component of the
interest cost of financing for various issuances of long-term debt and senior notes. The gains and losses realized
upon settlement of these Treasury locks were recorded as a component of accumulated other comprehensive
income (loss) when they were settled and are being recognized as a component of interest expense over the life of
the associated notes from the date of settlement The remaining amortization periods for the settled Treasury
locks extend through fiscal 2043.

Quantitative Disclosures Related to Financial Instruments

The following tables present detailed information concerning the impact of financial instruments on our
consolidated balance sheet and income statements.

As of September 30; 2014~ our financial instruments were comprised of both long and short commodity
positions. A long position is a contract to purchase the commodity, while a short position is a contract to sell the
commodity. As of September 30, 2014; we had net long/(short) commodity contracts outstanding in the follow­
ing quantities:

31,812

31,812

Hedge
Contract Type Designation

Commodity contracts Fair Value ~ ~ a •••

Cash Flow a ••••••••••• ~ ••• ~ ~ .

Not designated . ~ K ••••••••••• K ••••••
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Regulated
Distribution Nonregulated

Quantity (MJ\1cf)

(10,298)

49,290

96,711
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Financial Instruments on the Balance Sheet

The following tables present the fair value and balance sheet classification of our financial instruments by
operating segment as of September 30 ~ 2014 and 2013. The gross amounts of recognized assets and liabilities are
netted within our Consolidated Balance Sheets to the extent that we have netting arrangements with the counter­
parties.

September 30, 2014
Designated As Hedges:

Commodity contracts . ~ . . . .

Interest rate contracts .

Commodity contracts .... ~ .

Interest rate contracts . . . . . .

Balance Sheet Location

Other current assets /
Other current liabilities $
Other current assets I
Other current liabilities
Deferred charges and other assets /
Deferred credits and other liabilities
Deferred charges and other assets I
Deferred credits and other liabilities

Regulated
Distribution Nonregulated

Assets Liabilities Assets Liabilities
(In thousands)

Total ~ . . . ~ . . . ~ ~ . . .
Not Designated As Hedges:

Commodity contracts . . . . .. Other current assets /
Other current liabilities

Commodity contracts . a • • •• Deferred charges and other assets /
Deferred credits and other liabilities

Total .

Gross Financial Instruments
Gross Amounts Offset on

Consolidated Balance Sheet:
Contract netting .. . . . . . . . .

Net Financial Instruments .
Cash collateral ..... ~ ~ .

Net AssetslLiabilities from Risk
Management Activities ... ~ .
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(69,023) 69,023

36~140 (21,856) (3,033)
22,725 3,033

$36,140 $(21,856) $ 22,725 $
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Balance Sheet Location

Regulated
Distribution Nonregulated

Assets Liabilities Assets Liabilities

(In thousands)

$111,191 $(1,543) $ lOJ29 $
====

Other current assets /
Other current liabilities $ $ $ 9,094 $ (12,173)
Deferred charges and other assets I
Deferred credits and other liabilities 416 (1,639)
Deferred charges and other assets I
Deferred credits and other liabilities 107,512

107;512 9,510 (13,812)

Other current assets I
Other current liabilities 1,837 (1,543) 65,388 (70,876)
Deferred charges and other assets I
Deferred credits and other liabilities 1,842 40,982 (45,892)

3,679 (1,543) 106;370 (116,768)

111,191 (1,543) 115,880 (130,580)

SepteInber 30, 2013
Designated As Hedges:

Commodity contracts

Commodity contracts

Interest rate contracts

Total '. ~ ~ w ~

Not Designated As Hedges:
Commodity contracts

Commodity contracts

Total .

Gross Financial Instruments
Gross Amounts Offset on

Consolidated Balance
Sheet:
Contract netting . ~ . . . . ....

Net Financial
Instruments . . .. .. .. . . . . . . ..
Cash collateral .

Net Assets/Liabilities from
Risk Management
Activities .

(115,875)

111,191 (1,543) 5
10,124

115,875

(14,705)

14,705

Impact ofFinancial Instruments on the Income Statement

Hedge ineffectiveness for our nonregulated segment is recorded as a component of unrealized gross profit
and primarily results from differences in the location and timing of the derivative instrument and the hedged
item. Hedge ineffectiveness could materially affect our results of operations for the reported period, For the years
ended September 30, 2014, 2013 and 2012, we recognized a gain arising from fair value and cash flow hedge
ineffectiveness of $1.9 million, $18.2 million and $23.1 million. Additional information regarding ineffective­
ness reeo gnized in the income statement is included in the tables below.
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Fair Value Hedges

The impact of our nonregulated commodity contracts designated as fair value hedges and the related hedged
item on our consolidated income statement for the years ended September 30~ 2014, 2013 and 2012 is presented
below.

$ 1,170
23,299

$24,469

$ (208)

18~311

$18J03

Fiscal Year Ended September 30
2014 2013 2012

(In thousands)

Commodity contracts ~ ~ ~ . . . . . . . . . . . . . . . . . . . . . . . . .. $ (792) $ 2~165 $30,266
Fair value adjustment for natural gas inventory designated as the

hedged item ~.' .. ~ ~ ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,486 15~938 (5~797)

Total decrease in purchased gas cost $1,694 $18~103 $24,469

The decrease in purchased gas cost is comprised of the following:
Basis ineffectiveness ~. ~ ~ ~ . . . . . . . . . . .. $ (919)
Timing ineffectiveness ~ ~ . . . . 2,613

$1,694

Basis ineffectiveness arises from natural gas market price differences between the locations of the hedged
inventory and the delivery location specified in the hedge instruments. Timing ineffectiveness arises due to
changes in the difference between the spot price and the futures price, as well as the difference between the tim­
ing of the settlement of the futures and the valuation of the underlying physical commodity. As the commodity
contract nears the settlement date, spot-to-forward price differences should converge, which should reduce or
eliminate the impact of this ineffectiveness on purchased gas cost

To the extent that the Company's natural gas inventory does not qualify as a hedged item in a fair-value
hedge, or has not been designated as such, the natural gas inventory is valued at the lower of cost or market.
During the year ended September 30, 2012, we recorded a $1.7 million charge to write down nonqualifying natu­
ral gas inventory to market. We did not record a writedown for nonqualifying natural gas inventory for the years
ended September 30,2014 and 2013~

Cash Flow Hedges

The impact of cash flow hedges on our consolidated income statements for the years ended September 30,
2014, 2013 and 2012 is presented below. Nate that this presentation does not reflect the financial impact arising
from the hedged physical transaction. Therefore, this presentation is not indicative of the economic gross profit
we realized when the underlying physical and financial transactions were settled.

Fiscal Year Ended September 30, 2014
Regulated

Distribution Nonregulated Consolidated
(In thousands)

Gain reclassified from AGel for effective portion of
commodity contracts . ~ . ~ w ••••••••••••• ~ ••••

Gain arising from ineffective portion of commodity
contracts . . . . . . . . . . . . . . ~ . * • • • • • • w • • • • • • • w • • • • • • •

Total impact on purchased gas cost . . . . . . . . . . . . . . . . . ...
Net loss on settled interest rate agreements reclassified from

AGel into interest expense .

Total impact from cash flow hedges A ••••• A ••••••••••••

$ 8,365

198

8,563

(4,230)

$ 4,333
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Fiscal Year Ended September 30, 2013
Regulated

Distribution Nonregulated Consolidated
(In thousands)

Loss reclassified from AGel for effective portion of
commodity contracts .. ~ .. ~ ~ ~ ~ .

Gain arising from ineffective portion of commodity
contracts ~ .

Total impact on purchased gas cost . . . . . . . . . . . . ~ .

Net loss on settled interest rate agreements reclassified from
AOCI into interest expense . ~ . . . . . . . . ~

Total impact from cash flow hedges ~.... .

$(10,778)

97

(10,681)

(3,489)

$(14,170)

Fiscal Year Ended September 30, 2012
Regulated

Distribution Nonregulated Consolidated

(In thousands)

Loss reclassified from AGel for effective portion of
commodity contracts w.... .. w ••• ~ •• ~ • ~ ••••••••••••

Loss arising from ineffective portion of commodity
contracts . . . . . . . . . ~ . . . . . . ... . . . . . . . . . . . . . . . . . . . . .

Total impact on purchased gas cost ~ a ~ •• ~ ••

Net loss on settled interest rate agreements reclassified from
AOCI into interest expense ~ ~ .. a •••

Total impact from cash flow hedges ~ ..

$

(2,009)

$(2,009)

(1,369)

(64,047)

$(64,047)

$(62~678)

(1,369)

(64,047)

(2,009)

$(66,056)

The following table summarizes the gains and losses arising from hedging transactions that were recognized
as a component of other comprehensive income (loss), net of taxes, for the years ended September 30, 2014 and
2013. The amounts included in the table below exclude gains and losses arising from ineffectiveness because
these amounts are immediately recognized in the income statement as incurred.

Fiscal Year Ended
September 30

2014 2013
(In thousands)

Increase (decrease) in fair value:

In terest rate agreements .. ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ~ . .

Forward commodity contracts ~ ~ .. ~ . . . . . . . . . . . . . . . . . ..
Recognition of(gains) losses in earnings due to settlements.'

Interest rate agreements ~ ~ .. ~ ~ .

Forward commodity contracts ~ ~ ~ .. ~ ~ z ••• ~ ••• ~ ••

Total other comprehensive income (loss) from hedging, net of tax{l) ~ .

$(58,973)

7,904

2,686
(5,102)

$(53~485)

$79,963
(2,057)

2,216
6,576

$86,698

(1) Utilizing an income tax rate ranging from approximately 37 percent to 39 percent based on the effective rates
in each taxing jurisdiction.

Deferred gains (losses) recorded in AOeI associated with our interest rate agreements are recognized in
earnings as they are amortized, while deferred losses associated with commodity contracts are recognized in
earnings upon settlement. The following amounts; net of deferred taxes, represent the expected recognition in
earnings of the deferred gains (losses) recorded in AOCI associated with our financial instruments, based upon
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the fair values of these financial instruments as of September 30, 2014~ However, the table below does not
include the expected recognition in earnings of the interest rate agreements entered into in October 2012 and
fisca12014 as those financial instruments have not yet settled.

Total

$ (1,436)
(1,541)

(842)
(974)
(951)

(23,609)

$(29;353)$(1,674)

$ (804)

(634)
(735)

(936)
(961)

(23,609)

$(27,679)

Interest Rate Commodity
Agreements Contracts

. (In thousands)

$ (632)

(907)
(107)

(38)

10

2015 . . . . ~ . . . .. . . . . . . . .(. . a • • • • • • • ~ • • ~ .. • • • • • • • .. • • • • • .. •

2016 ~ .

2017 . . . . . . . . . . . . K • • • • • • • .. • • • • • • • • • ~ .. • .. • • • • • • • • • • • ~ •

2018 ~ .
2019 . . . . . . . ~ . . . . . . . . . ~ . . ~ . . . . . . .. ~ . .. . . . . . . . . . . . . . a a •

Thereafter .. K ~ • • • K • • • • • K • • • • • • • • .. • • ~ • • ~ .. • • • .. • .. • • • • • •

Total CI) ~ ••••••••••••••• ~ •••••

(I) Utilizing an income tax rate ranging from approximately 37 percent to 39 percent based on the effective rates
in each taxing jurisdiction.

Financial Instruments Not Designated as Hedges

The impact of financial instruments that have not been designated as hedges on our consolidated income
statements for the years ended September 30,2014,2013 and 2012 was an increase (decrease) in purchased gas
cost of $(5.0) million, $3.0 million and $(2.5) million. Note that this presentation does not reflect the expected
gains or losses arising from the underlying physical transactions associated with these financial instruments.
Therefore, this presentation is not indicative of the economic gross profit we realized when the underlying phys­
ical and financial transactions were settled.

As discussed above, financial instruments used in our regulated distribution segment are not designated as
hedges. However, there is no earnings impact on our regulated distribution segment as a result of the use of these
financial instruments because the gains and losses arising from the use of these financial instruments are recog­
nized in the consolidated statement of income as a component of purchased gas cost when the related costs are
recovered through our rates and recognized in revenue. Accordingly, the impact of these financial instruments is
excluded from this presentation.
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13. Accumulated Other Comprehensive Income

We record deferred gains (losses) in accumulated other comprehensive income (AOel) related to available­
for-sale securities, interest rate agreement cash flow hedges and conunodity contract cash flow hedges. Deferred
gains (losses) for our available-far-sale securities and commodity contract cash flow hedges are recognized in
earnings upon settlement, while deferred gains (losses) related to our interest rate agreement cash flow hedges
are recognized in earnings as they are amortized. The following tables provide the components of our accumu­
lated other comprehensive income (loss) balances, net of the related tax effects allocated to each component of
other comprehensive income.

Interest
Rate Commodity

Agreement Contracts
Cash Flow Cash Flow

Hedges Hedges
(In thousands)

$ 37,906 $(4,476)
(58,973) 7,904

Interest
Rate Commodity

Agreement Contracts
Cash Flow Cash Flow

Hedges Hedges
(In thousands)

$(44,273) $(8,995)
79,963 (2,057)

September 30, 2013 ~ ~ ~ ~

Other comprehensive income (loss) before reclassifications ..

Amounts reclassified from accumulated other comprehensive
income ~ .

Net current-period other comprehensive income (loss) .

September 30~ 2014 ~ ~ .

September 30, 2012 ~ .
Other comprehensive income (loss) before reclassifications ..
Amounts reclassified from accumulated other comprehensive

income ... ~ . . . ~ . . ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Net current-period other comprehensive income (loss) .

September 30, 2013 ~ z •

108

Avail able­
for-Sale

Securities

$5,448
3,009

(795)

2,214

$7,662

Available ..
for-Sale

Securities

$ 5,661
1,162

(1,375)

~)

$ 5,448

2,686

(56,287)

$(18,381)

2,216

82;179

$ 37;906

(5,102)

2,802

$(1,674)

6,576

4,519

$(4,476)

Total

$ 38,878
(48,060)

(3,211)

(51,271)

$(12,393)

Total

$(47,607)
79,068

7,417

86,485

$ 38,878
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The following tables detail reclassifications out of AGel for the fiscal years ended September 30, 2014 and
2013. Amounts in parentheses below indicate decreases to net income in the statement of incorne ..

Fiscal Year Ended September 30, 2014
Amount Reclassified from

Accumulated Other Affected Line Item in the
Accumulated Other Comprehensive Income Components Comprehensive Income Statement of Income

(1n thousands)

Available-for-sale securities .... ~ .. ~ ~ . . .. . . .. . $ 1,252 Operation and maintenance expense

1,252 Total before tax
(457) Tax expense

$ 795 Net of tax

Cash flow hedges
Interest rate agreements ~ . . ~ . .. . . . .. . . ",~ . . . . .. .
Commodity contracts . . .. . . .. . .. . . . .. . . .. .. . .. .. . .. ~

Total reclassifications ~

$(4,230)
8;365

4,135
(1,719)

$ 2;416

$ 3;211

Interest charges
Purchased gas cost

Total before tax
Tax expense

Net of tax

Net of tax

Fiscal Year Ended September 30, 2013
Amount Reclassified from

Accumulated Other Affected Line Item in the
Accumulated Other Comprehensive Income Components Comprehensive Income Statement of Income

(In thousands)

Available-for-sale securities $ 2,166 Operation and maintenance expense

2,166 Total before tax
(791) Tax expense

$ 1,375 Net of tax

Cashflow hedges
Interest rate agreements . . . . . . . . . . . .. . . . . . ....
Commodity contracts .. .. . . .. . . .. . . .. . . .. .. . .. . . . . .

Total reclassifications . ~ . . . . .. . . . . . . .. . . .. . . .. .

$ (3,489)
(10;778)

(14,267)
5,475

$ (8,792)

$ (7,417)

Interest charges
Purchased gas cost

Total before tax
Tax benefit

Net of tax

Net of tax

14. Fair Value Measurements

We report certain assets and liabilities at fair value, which is defined as the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measure­
ment date (exit price). We record cash and cash equivalents, accounts receivable and accounts payable at carry­
ing value, which substantially approximates fair value due to the short-term nature of these assets and liabilities.
For other financial assets and liabilities, we primarily use quoted market prices and other observable market pric­
ing information to minimize the use of unobservable pricing inputs in our measurements when determining fair
value. The methods used to determine fair value for our assets and liabilities are fully described in Nate 2.
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Fair value measurements also apply to the valuation of our pension and post-retirement plan assets, The fair
value of these assets is presented in Note 6~

QuantitativeDisclosures

FinancialInstruments

The classification of our fairvalue measurements requires judgment regarding the degree to which market
data are observable or cerroborated by observable market data. The following tables summarize, by level within
the fair value hierarchy, our assets and liabilities that were accounted for at fair value on a recurring basis as of
September 30, 2014 and 2013. As required under authoritative accounting literature, assets and liabilities are
categorized in their entirety based on the lowest level of input that is significant to the fair value measurement.

Quoted S'ignificant Significant
Prices in Other Other
Active Observable Unobservable Netting and

Markets Inputs Inputs Cash September 30,
(Level 1) (Level 2)(1) (Level 3) Collateral(l) 2014

(In thousands)

$ $ 36,140 $ $ $ 36,140
25 68,998 (46,298) 22,725

25 105j138 (46,298) 58;865
40,492 40,492

2,185 2,185
44,014 44,014

33~414 33,414

44,014 35,599 79,613

$84,531 $140;737 $ $(46,298) $178,970

Assets:
Financial instruments

Regulated distribution segment ~ .
Nonregulated segment . . . . . . ~ . . . . . . . .

Total financial instruments ~ .
Hedged portion of gas stored underground .
Available-for-sale securities

Money market funds " .
Registered investment companies ~ .
Bonds ~ ~ .

Total available-for-sale securities .

Total assets . . . . . . . . . . . . ~ . . ~ . . . . . ~ . . . .. . . . .

Liabilities:
Financial instruments

Regulated distribution segment ~. $ $ 21,856
Nonregulated segment ~ .. ~ ~ .. ~ ~ .. ~ . . . 12 72~044

Totalliabilities ~ . . . . . . . . . . . . . . . .. $ 12 $ 93,900
===
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Quoted Significant Significant
Prices in Other Other
Active Observable Unobservable Netting and

Markets Inputs Inputs Cash September 30,
(Levell) (LeveI2)Ul (Level 3) Collateralw 2013

(In thousands)

Assets:
Financial instruments

Regulated distribution segment ............... II $ $111;191 $ $ $111,191
Nonregulated segment ....................... 745 115,135 (105,751) 10,129

Total financial instruments ...... II ...... II ..... II 11:1'11 ill •• 745 226,326 (105;751) 121)320
Hedged portion of gas stored underground ...... 44,758 44~758

AvaiIable-for-sale securities
Money market funds .................... II ... II 4,428 4~428

Registered investment companies .... K • • • • • 40,094 40,094
Bonds ...................... ~ .. ~ ................. 28,160 28,160

Total available-for-sale securities ................. 40,094 32,588 72~682

Total assets . . . . . . . . . . . . . .. . . . . .. . . .. . . ~ .. . . . . $85;597 $258,914 $ $(105;751) $238,760

Liabilities:
Financial instruments

Regulated distribution segment .............. $ $ 1,543 $ $ $ 1,543
Nonregulated segment ........................ 158 130,422 (130;580)

Total liabilities . . . . . ...... ~ . . .. . . . ........... ~ .. $ 158 $131,965 $ $(130,580) $ 1,543

(I) OUf Level 2 measurements consist of over-the-counter options and swaps, which are valued using a market­
based approach in which observable market prices are adjusted for criteria specific to each instrument, such
as the strike price, notional amount or basis differences, municipal and corporate bonds, which are valued
based on the most recent available quoted market prices and money market funds which are valued at cost.

(2) This column reflects adjustments to our gross financial instrument assets and liabilities to reflect netting
permitted under our master netting agreements and the relevant authoritative accounting literature, In addi­
tion, as of September 30,2014 we had $25.8 million of cash held in margin accounts to collateralize certain
financial instruments.. Of this amount, $3.1 million was used to offset current and noncurrent risk manage­
ment liabilities under master netting agreements and the remaining $22.7 million is classified as current risk
management assets.

(3) This column reflects adjustments to our gross financial instrument assets and liabilities to reflect netting
permitted under our master netting agreements and the relevant authoritative accounting literature. In addi­
tion' as of September 30,2013 we had $24.8 million of cash held in margin accounts to collateralize certain
financial instruments. Of this amount, $14.7 million was used to offset current and noncurrent risk manage­
ment liabilities under master netting agreements and the remaining $10 ~ 1 million is classified as current risk
management assets.
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Avail able- for-sale securities are comprised of the following:

Gross Gross
Amortized Unrealized Unrealized Fair

Cost Gain Loss Value
(In thousands)

As of September 30, 2014
Domestic equity mutual funds . . . . . . . . . . a • • • • • • $26,633 $10~136 $~ $36,769
Foreign equity mutual funds ............... II II .. II II II II II 5,382 1,863 7,245
Bonds . A ~ • • • A • • A • • • A • ~ • • • • • • • ~ • • A • • • • • • • • • 33,266 161 (13) 33~414

Money market funds ....... II. 1' •• II II ... II ill ... ill ill II' ill iII:11: II. 2,185 2,185

$67,466 $12,160 $(13) $79;613
--

As of September 30, 2013
Domestic equity mutual funds . . . . . . . . . . . . . . . . . $27~O43 $ 7,476 $(23) $34,496
Foreign equity mutual funds .................... 4~536 1~O62 5,598
Bonds .................................... 28,016 168 (24) 28,160

Money market funds ........... c .............. ,. .......... 4,428 4,428

$64~O23 $ 8,706 $(47) $72,682
--

At September 30, 2014 and 2013~ our available-for-sale securities included $46.2 million and $44.5 million
related to assets held in separate rabbi trusts for our supplemental executive retirement plans as discussed in
Note 6. At September 30, 2014 we maintained investments in bonds that have contractual maturity dates ranging
from October 2014 through September 2018. During the years ended September 30, 2014 and 2013, we recog­
nized gains of $1.3 million and $2.2 million on the sale of certain assets in the rabbi trusts.

OtherFair ValueMeasures

In addition to the financial instruments above, we have several financial and nonfinancial assets and
liabilities subj ect to fair value measures. These financial assets and liabilities include cash and cash equivalents,
accounts receivable, accounts payable and debt. The nonfinancial assets and liabilities include asset retirement
obligations and pension and post-retirement plan assets. We record cash and cash equivalents; accounts receiv­
able, accounts payable and debt at carrying value. For cash and cash equivalents, accounts receivable and
accounts payable; we consider carrying value to materially approximate fair value due to the short-term nature of
these assets and liabilities.

Atmos Gathering Company (AGe) owns and operates the Park City and Shrewsbury gathering systems in
Kentucky. The Park City gathering system consists of a 23-mile low pressure pipeline and a nitrogen removal
unit that was constructed in 2008. The Shrewsbury production, gathering and processing assets were acquired in
2008 at which time we sold the production assets to a third party. As a result of the sale of the production assets,
we obtained a lO-year production payment note under which we were to be paid from future production gen­
erated from the assets.

As discussed in Note 10, AGe was involved in a lawsuit with the Park City gathering system. Due to the lawsuit
and a low natural gas price enviromnent, the assets have generatedoperatinglosses. As a result of these developments
and management)s decision to focus our nonregulatedoperationson deliveredgas and transportation services,in fiscal
2012, we performed an impairment assessment of these assets and deternrined the assets to be impaired. We reduced
the carryingvalue of the assets to their estimatedfair value of approximately $0.5 million and recorded a pre-tax non­
cash impairmentloss of approximately $5~3 million.We used a combinationof a market and incomeapproach in a
weightedaveragediscounted cash flow analysisthat includedsignificant inputs such as our weighted averagecost of
capital and assumptions regardingfuture natural gas prices. This is a Level 3 fair value measurement becausethe
inputs used are unobservable. Based on this analysis, we determined the assets to be impaired.
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Our debt is recorded at carrying value. The fair value of our debt is determined using third party market
value quotations, which are considered Level 1 fair value measurements for debt instruments with a recent;
observable trade or Level 2 fair value measurements for debt instruments where fair value is determined using
the most recent available quoted market price, The fall owing table presents the carrying value and fair value of
our debt as of September 30, 2014:

Carrying Amount .................................................."' ~ .

Fair Value ~ ~ .

15. Concentration of Credit Risk

September 30, 2014
(In thousands)

$2,460,000

$2,769,541

Credit risk is the risk of financial loss to us if a ens tomer fails to perform its contractual obligations. We
engage in transactions for the purchase and sale of products and services with maj or companies in the energy
industry and with industrial, commercial, residential and municipal energy consumers. These transactions princi­
pally occur in the southern and midwestern regions of the United States.. We believe that this geographic concen­
tration does not contribute significantly to our overall exposure to credit risk. Credit risk associated with trade
accounts receivable for the regulated distribution segment is mitigated by the large number of individual custom­
ers and diversity in our customer base. The credit risk for our other segments is not significant

16. Discontinued Operations

On April 1, 2013, we completed the sale of substantially all of our regulated distribution assets and certain
related nonregulated assets located in Georgia to Liberty Energy (Georgia) Corp., an affiliate of Algonquin
Power & Utilities Corp. for a cash price of approximately $153 million, pursuant to an asset purchase agreement
executed on August 8; 2012. In connection with the sale, we recognized a pre-tax gain of approximately $8.2
million.

On August 1~ 2012, we completed the sale of substantially all of our regulated distribution assets located in
Missouri, Illinois and Iowa to Liberty Energy (Midstates) Corp A ~ an affiliate of Algonquin Power & Utilities
Corp. for a cash price of approximately $128 million, pursuant to an asset purchase agreement executed on
May 12, 2011. In connection with the sale, we recognized a pre-tax gain of approximately $9.9 million.

As required under generally accepted accounting principles, the operating results of our Georgia, Missouri,
illinois and Iowa operations have been aggregated and reported on the consolidated statements of income as
income from discontinued operations, net of income tax. Expenses related to general corporate overhead and
interest expense allocated to their operations are not included in discontinued operations.
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The following table presents statement of income data related to discontinued operations in our Georgia,
Missouri, illinois and Iowa service areas. At September 30, 2014 and 2013 we did not have any assets or
liabilities held for sale.

Year Ended
September 30

Operating revenues a •• a ••• a & ••••••••••••••••••••• ~ •

Purchased gas cost . a •• K •••••••••••••••• ~ •••••••••••••••••••••••••••

Gross profit w ••••••••••••••••••••••••••• w •••••••

Operating expenses a •••••••••••••••••••

Operating income .

Other nonoperating income . . . . . . . . . . . . . . . . . . . w • • • • • • • • • • • • • • • • • • • • • •

Income from discontinued operations before income taxes ... K •• a ••• a ••••••

Income tax expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Income from discontinued operations ..... t ••••••• w ••••••••••••••••••

Gain on sale of discontinued operations, net of tax ~ .. " .

Net income from discontinued operations .

2013 2012
(In thousands)

$37,962 $114~703

21,464 62,902

16~498 51~801

5,858 24,174

1O~640 27~627
548 611---

II J 88 28~238

3,986 10,066

7,202 18,172
5,294 6,349

$12~496 $ 24,521

17. Selected Quarterly Financial Data (Unaudited)

Summarized unaudited quarterly financial data is presented below. The sum of net income per share by
quarter may not equal the net income per share for the fiscal year due to variations in the weighted average shares
outstanding used in computing such amounts, Our businesses are seasonal due to weather conditions in our serv­
ice areas. For further information on its effects on quarterly results, see the "Results of Operations" discussion
included in the "Management's Discussion and Analysis of Financial Condition and Results of Operations" sec­
tion herein.

Quarter Ended
December 31 March 31 June 30 September 30

(In thousands, except per share data)

Fiscal year 2014:
Operating revenues

Regulated distribution ............... II II II .. ill II to. "' ..... $ 843,865 $1,290,960 $ 517,707 $ 409,014

Regulated pipeline ......................... 71,341 73;615 87;189 86;314

Nonregulated ........... II .... II. II II .. II II II II ill ... II ••••• :. _. 447,721 757,683 465,033 396,855
Intersegment eliminations ............. :to ...... II •• ill ... (107,779) (157~936) (127,211) (113,455)

1,255,148 1,964,322 942~718 778,728

Gross profit . . . . . . . . . . . . . ..................... 388~957 496,277 359,533 337,659
Operating income ~ .................... c •••••••• 170,720 250,080 106,605 83;944

Net income ................................. 87,016 133~367 45,721 23,713

Net income per share - basic ................ . . $ 0.94 $ 1.38 $ 0.45 $ 0.23

Net income per share - diluted . K• • K• • • a • • • • • • • • $ 0.94 $ 1.38 $ 0.45 $ OK23
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Quarter Ended
December 31 March 31 June 30 September 30

(In thousands, except per share data)

Fiscal year 2013:
Operating revenues

Regulated distribution .......... II .......... II II ...... $ 666,787 $ 905~176 $ 467,144 $360,386
Regulated pipeline ~ ............. ~ . ~ ..... ~ .. 60!681 61,848 74,041 72,330
Nonregulated .. ~ . . ~ . . a ~ • • • • • • • • ~ • • • • • • • • • • 399,894 428,948 421,808 337,264
Intersegment eliminations II ... II ill II II ill. ill ....... :. ....... (93,207) (86,976) (105~O58) (95,606)

1,034,155 1,308,996 857,935 674,374
Gross profit a ~ ~ • • • ~ • • ~ • • • ~ • • • • • ~ • • • a • • • • • • • • • 362,362 432,751 316,497 300~440

Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . 154,922 210,178 86,396 50,383
Income from continuing operations . . . . . . . . . . . . . . 77,348 112,340 33,474 7,536
Income from discontinued operations ....... a • • • • 3;117 4,085
Gain on sale of discontinued operations ............... 5,294
Net income . . . ~ . . . . . . ~ ~ . . ~ . . . . ~ . . a z • z • • K • • • ~ 80,465 116,425 38~768 7,536
Basic earnings per share

Income per share from continuing operations .... $ 0.85 $ 1~24 $ 0.37 $ 0.08
Income per share from discontinued operations .. $ 0.04 0.04 $ 0.06 $

Net income per share - basic ........ . . ~ . . . . . . $ 0.89 $ 1~28 $ 0.43 $ 0.08
Diluted earnings per share

Income per share from continuing operations ... a $ 0.85 $ 1.23 $ Oc36 $ 0.08
Income per share from discontinued operations ... $ 0.03 $ O~O4 $ 0.06 $

Net income per share~ diluted . . ~ . . . . . . . . . . . . $ 0.88 $ 1.27 $ O~42 $ 0.08

115



CASE NO. 2015 M00343

FR_16(7)(p)
ATIACHMENT 1

ITEM 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure.

None.

ITEM 9A. Controls and Procedures.

Management's Evaluation of Disclosure Controls and Procedures

We carried out an evaluation, under the supervision and with the participation of our management, including
our principal executive officer and principal financial officer, of the effectiveness of the Company's disclosure
controls and procedures; as such term is defined in Rule 13a-15(e) under the Securities Exchange Act of 1934, as
amended (Exchange Act). Based on this evaluation, the Company's principal executive officer and principal
financial officer have concluded that the Company's disclosure controls and procedures were effective as of
September 30, 2014 to provide reasonable assurance that information required to be disclosed by us, including
our consolidated entities, in the reports that we file or submit under the Exchange Act is recorded, processed,
summarized, and reported within the time periods specified by the SEC's rules and forms, including a reasonable
level of assurance that such information is accumulated and communicated to our management; including our
principal executive and principal financial officers; as appropriate to allow timely decisions regarding required
disclosure.

Management's Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial
reporting, as such term is defined in Exchange Act Rule 13a-15(f), in providing reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accord­
ance with generally accepted accounting principles. Under the supervision and with the participation of our
management, including our principal executive officer and principal financial officer, we evaluated the effective­
ness of our internal control over financial reporting based on the framework in Internal Control-Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (1992 frame­
work) (COSO). Based on our evaluation under the framework in Internal Control-Integrated Framework issued
by COSO and applicable Securities and Exchange Commission rules, our management concluded that our
internal control over financial reporting was effective as of September 30, 2014, in providing reasonable assur­
ance regarding the reliability of financial reporting and the preparation of financial statements for external pur­
poses in accordance with generally accepted accounting principles.

Ernst & Young LLP has issued its report on the effectiveness of the Company's internal control over finan­
cial reporting. That report appears below.

lsI KIM R. COCKLIN

Kim R. Cocklin
President, Chief Executive Officer and Director

November 6; 2014
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders of
Atmos Energy Corporation

We have audited Atmos Energy Corporation's internal control over financial reporting as of September 30,
2014, based on criteria established in Internal Control- Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (1992 framework) (the COSO criteria). Atmos Energy
Corporation's management is responsible for maintaining effective internal control over financial reporting, and
for its assessment of the effectiveness of internal control over financial reporting included in the accompanying
Management's Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion
on the company's internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (Dnited States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether effective internal control over financial reporting was maintained in all material respects. Our
audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a
rnaterial weakness exists, testing and evaluating the design and operating effectiveness of internal control based
on the assessed risk, and performing such other procedures as we considered necessary in the circumstances, We
believe that our audit provides a reasonable basis for our opinion.

A company's internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company's internal control over fmancial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles" and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition; use; or disposition of the compa­
ny's assets that could have a material effect on the financial statements.

Because of i is inherent limitations, internal control over financial reporting may not prevent or detect mis­
statements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that con­
trols may become inadequate because of changes in conditions, or that the degree of compliance with the policies
or procedures may deteriorate.

In our opinion, Atmos Energy Corporation maintained, in all material respects, effective internal control
over financial reporting as of September 30, 2014, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheets as of September 30, 2014 and 2013, and the related consolidated
statements of income, comprehensive income, shareholders' equity, and cash flows for each of the three years in
the period ended September 3D, 2014 of Atmos Energy Corporation and our report dated November 6, 2014
expressed an unqualified opinion thereon.

lsI ERNST & YOUNG LLP

Dallas, Texas
November 6, 2014
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Changes in Internal Control over Financial Reporting

We did not make any changes in our internal control over financial reporting (as defined in Rule 13a-15(f)
and 15d-15(f) under the Act) during the fourth quarter of the fiscal year ended September 30,2014 that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

ITEM 9B. Other Information.

Nat applicable.

PART III

ITEM 10" Directors, Executive Officers and Corporate Governance.

Information regarding directors and compliance with Section 16(a) of the Securities Exchange Act of 1934
is incorporated herein by reference to the Company's Definitive Proxy Statement for the Annual Meeting of
Shareholders on February 4,2015. Information regarding executive officers is reported below:

EXECUTIVE OFFICERS OF THE REGISTRANT

The following table sets forth certain information as of September 30~ 2014, regarding the executive officers
of the Company. It is fall owed by a brief description of the business experience of each executive officer.

Years of
Name Age Service Office Currently Held

Kim R~ Cocklin . . . . . . . . . . . . . . . . . . . . . . 63 8 President~ Chief Executive Officer and
Director

Bret J~ Eckert ... ill II ill .. II ill ... ill ill -II •• ill .......... 47 2 Senior Vice President and Chief
Financial Officer

Marvin L. Sweetin ill ....................... 51 14 Senior Vice President, Utility
Operations

Louis P. Gregory ~ ....... a ~ • • • • • • • •••• 59 14 Senior Vice President, General Counsel
and Corporate Secretary

Michael E. Haefner ................... 54 6 Senior Vice President, Human
Resources

Kim R. Cocklin was named President and Chief Executive Officer effective October 1, 2010~ Mr. Cocldin
joined the Company in June 2006 and served as President and Chief Operating Officer of the Company from
October 1, 2008 through September 3D" 2010, after having served as Senior Vice President} Regulated Operations
from October 2006 through September 2008. Mr. Cocklin was appointed to the Board of Directors on
November 10, 2009.

Brei 1. Eckert joined the Company in June 2012 as Senior Vice President, and on October 1, 2012 he was
appointed Chief Financial Officer. Prior to joining the Company, Mr. Eckert was an Assurance Partner with
Ernst & Young LLP where he developed extensive accounting and financial experience in the natural gas
industry over his 22-year career.

Marvin L. Sweetin was named Senior Vice President, Utility Operations in November 2011. In this role,
Mr. Sweetin is responsible for the operations of our six utility divisions, as well as customer service; safety and
training. Mr. Sweetin joined the Company in May 2000 and served in a variety of leadership positions with
responsibility for procurement, customer service, training and safety.

Louis P. Gregory was named Senior Vice President and General Counsel in September 2000 as well as
Corporate Secretary in June 2012.

Michael E. Haefner joined the Company in June 2008 as Senior Vice President, Human Resources.

.Identification of the members of the Audit Committee of the Board of Directors as well as the Board of
Directors ~ determination as to whether one or more audit committee financial experts are serving on the Audit
Committee of the Board of Directors is incorporated herein by reference to the Company's Definitive Proxy
Statement for the Annual Meeting of Shareholders on February 4, 2015.
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The Companyhas adopted a code of ethics for its principal executive officer ~ principal financial officer and
principal accounting officer. Such code of ethics is represented by the Company's Code of Conduct, which is
applicable to all directors; officers and employees of the Company, including the Company's principal executive
officer, principal financial officer and principal accounting officer. A copy of the Company's Code of Conduct is
posted on the Company's website at www.atmosenergy~com under "Corporate Governance." In addition, any
amendment to or waiver granted from a provision of the Company's Code of Conduct will be posted on the
Company's website under "Corporate Governance."

ITEM 11. Executive Compensation.

Information on executive compensation is incorporated herein by reference to the Company's Definitive
Proxy Statement for the Annual Meeting of Shareholders on February 4, 2015.

ITEM 12. Security Ownership ofCertain Beneficial Owners and Management and Related Stockholder
. Matters.

Security ownership of certain beneficial owners and of management is incorporated herein by reference to
the Company' s Definitive Proxy Statement for the Annual Meeting of Shareholders on February 4, 2015.
Information concerning our equity compensation plans is provided in Part II, Item 5, "Market for Registrant's
Common Equi ty ~ Related Stockholder Matters and Issuer Purchases of Equity Securities", of this Annual Report
on Form lO-K.

ITEM 13. Certain Relationships and Related Transactions, andDirector Independence.

Information on certain relationships and related transactions as well as director independence is
incorporated herein by reference to the Company's Definitive Proxy Statement for the Annual Meeting of Share­
holders on February 4, 2015~

ITEM 14. Principal Accountant Fees and Services.

Information on our principal accountant's fees and services is incorporated herein by reference to the
Company's Definitive Proxy Statement for the Annual Meeting of Shareholders on February 4; 2015.

PART IV

ITEM 15. Exhibits and Financial Statement Schedules..

(a) 1. and 2. Financial statements and financial statement schedules..

The financial statements and financial statement schedule listed in the Index to Financial Statements in
Item 8 are filed as part of this Form lO-K.

3. Exhibits

The exhibits listed in the accompanying Exhibits Index are filed as part of this Fann 10-K~ The exhibits
numbered lO.4(a) through lO.13.(c) are management contracts or compensatory plans or arrangements.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

ATMOS ENERGY CORPORATION
(Registrant)

/s/ BRET 1. ECKERT

Bret J. Eckert
Senior Vice President and ChiefFinancial

Officer

By:_~ ~ _

Date: November 6, 2014
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POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears below hereby con­
stitutes and appoints Kim R. Cocklin and Bret 1. Eckert, or either of them acting alone or together, as his true and
lawful attorney-ill-fact and agent with full power to act alone, for him and in his name, place and stead, in any
and all capacities, to sign any and all amendments to this Annual Report on Form lO-K, and to file the same, with
all exhibits thereto, and all other documents in connection therewith, with the Securities and Exchange Commis­
sion, granting unto said attorney-in-fact and agent full power and authority to do and perform each and every act
and thing requisite and necessary to be done in and about the premises; as fully to all intents and purposes as he
might or could do in person, hereby ratifying and confirming all that said attorney-in-fact and agent, may law­
fully do or cause to be done by virtue hereof

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the date indicated:

lsi KIM R. COCKLIN President, Chief Executive Officer November 6, 2014

Kim R. Cocklin and Director

Is/ BRET 1. ECKERT Senior Vice President and Chief November 6,2014

Bret J. Eckert Financial Officer

lsI CHRISTOPHER T. FORSYTHE Vice President and Controller November 6, 2014

Christopher T. Forsythe (Principal Accounting Officer)

lsI ROBERT W. BEST Chairman of the Board November 6,2014

Robert W. Best

lsi RICHARD W. DOUGLAS Director November 6,2014

Richard W. Douglas

lsi RUBEN E. ESQUIVEL Director November 6, 2014

Ruben E. Esquivel

/sl RICHARD K. GORDON Director November 6, 2014

Richard K. Gordon

lsI ROBERTC. GRABLE Director November 6,2014

Robert C. Grable

Is/ THOMAS C. MEREDITH Director November 6~ 2014

Thomas C. Meredith

Is/ NANCY K. QUINN Director November 6~ 2014

Nancy K. Quinn

lsI RICHARD A. SAMPSON Director November 6,2014

Richard A. Sampson

Is/ STEPHEN R. SPRINGER Director November 6, 2014

Stephen R~ Springer

Is/ RICHARD WARE IT Director November 6~ 2014

Richard Ware n
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Schedule II

Balance at
beginning
of period

Charged to Charged to
cost & other

expenses accounts

(In thousands)
Deductions

Balance
at end

of period

2014
Allowance for doubtful accounts ~ ..... ~ . . . . . $20,624 $19,491 $- $16,123(1) $23,992

2013
Allowance for doubtful accounts ... ~ ........ $ 9,425 $14,484 $- $ 3,285{l) $20,624

2012
Allowance for doubtful accounts ............ $ 7,440 $ 8,901 $- $ 6,916(1) $ 9,425

(1) Uncollectible accounts written off.

122



CASE NO. 2015-00343
FR_16(7)(p)

ATTACHMENT 1

EXHIBITS INDEX
Item 14.(a)(3)

Exhibit
Number

2.1(a)

2.1(b)

2.2

4.1

4.2

4.3

4.4

4.5

4.6

4.7(a)

4.7(b)

4.7(c)

Description

Plan ofAcquisition, Reorganization,
Arrangement, Liquidation or Succession

Asset Purchase Agreement by and between
Atmos Energy Corporation as Seller and Liberty
Energy (Midstates) Corp. as Buyer, dated as of
May 12; 2011

Amendment No.1 to Asset Purchase Agreement

Asset Purchase Agreement by and between
Atmos Energy Corporation as Seller and Liberty
Energy (Georgia) Corp. as Buyer, dated as of
August 8~ 2012

Articles ofIncorporationand Bylaws

Restated Articles of Incorporation of Atmos
Energy Corporation~ Texas (As Amended
Effective February 3,2010)
Restated Articles of Incorporation of Atmos
Energy Corporation - Virginia (As Amended
Effective February 3, 2010)

Amended and Restated Bylaws of Atmos Energy
Corporation (as of February 3, 2010)

Instruments DefiningRights ofSecurityHolders,
IncludingIndentures
Specimen Common Stock Certificate (Atmos
Energy Corporation)

Indenture dated as of November 15~ 1995
between United Cities Gas Company and Bank of
America Illinois, Trustee

Indenture dated as of July 15, 1998 between
Atmos Energy Corporation and UwS. Bank Trust
National Association, Trustee

Indenture dated as of May 22, 2001 between
Atmos Energy Corporation and SunTrust Bank,
Trustee

Indenture dated as of June 14, 2007, between
Atmos Energy Corporation and U.S. Bank
National Association, Trustee

Indenture dated as of March 23, 2009 between
Atmos Energy Corporation and u.s. Bank
National Corporation, Trustee

Debenture Certificate for the 6 3/4% Debentures
due 2028

Global Security for the 4.95% Senior Notes due
2014

Global Security for the 5.95% Senior Notes due
2034
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Page Number or
Incorporation by

Reference to

Exhibit 2.1 to Farm 8-K dated May 12, 2011
(File Noz 1-10042)

Exhibit 2.1(b) to Form 10-K for fiscal year
ended September 30~ 2012 (File No. 1-10042)
Exhibit 2.1 to Form 8-K dated August 8, 2012
(File No. 1-10042)

Exhibit 3.1 to Form lO-Q dated March 31,
2010 (File No. 1-10042)

Exhibit 3.2 to Form lO-Q dated March 31~

2010 (File No~ 1-10042)

Exhibit 3.2 to Form 8-K dated February 3,
2010 (File No. 1-10042)

Exhibit 4.1 to Form lO-K for fiscal year ended
September 30, 2012 (File No. 1-10042)

Exhibit 4.l1(a) to Form 8-3 dated August 31,
2004 (File No. 333-118706)

Exhibit 4.8 to Form 8-3 dated August 31,2004
(File No. 333-118706)

Exhibit 99.3 to Form 8-K dated May 15, 2001
(File No. 1-10042)

Exhibit 4.1 to Form 8-K dated June 11, 2007
(File No. 1-10042)

Exhibit 4.1 to Form 8-K dated March 26, 2009
(File No. 1-10042)

Exhibit 99.2 to Form 8-K dated July 22,1998
(File No. 1-10042)

Exhibit lO(2)(f) to FOnTI lO-K for fiscal year
ended September 30, 2004 (File No. 1-10042)

Exhibit lO(2)(g) to Form lO-K for fiscal year
ended September 30, 2004 (File No. 1-10042)



Exhibit
Number

4.7(d)

4.7(e)

4.7(f)

4.7(g)

4.7(h)

lO.l(a)

10~1(c)

10.1(d)

lO.2(a)

lO.2(b)

Description

Global Security for the 6~35% Senior Notes due
2017

Global Security for the 8650% Senior Notes due
2019
Global Security for the 5.5% Senior Notes due
2041
Global Securi ty for the 4 ~15% Senior Notes due
2043
Global Security for the 4.125% Senior Notes due
2044
Material Contracts

Revolving Credit Agreement, dated as of May 2,
2011 among Atmos Energy Corporation, the
Lenders from time to time parties thereto, The
Royal Bank of Scotland plc as Administrative
Agent, Credit Agricole Corporate and Investment
Bank as Syndication Agent, Bank of America,
N.A., U~S. Bank National Association and Wells
Fargo Bank, N.A. as Co-Documentation Agents

Second Amendment to Revolving Credit
Agreement, made and entered into as of
December 7,2012, by and among Atmos Energy
Corporation, a Texas and Virginia corporation;
the several banks and other financial ins titutions
from time to time party thereto (the "Lenders' ')
and The Royal Bank of Scotland plc, in its
capacity as Administrative Agent for the Lenders

Third Amendment to Revolving Credit
Agreement, made and entered into as of August
22,2013, by and among Atmos Energy
Corporation, a Texas and Virginia corporation,
the several banks and other financial institutions
from time to time party thereto (the "Lenders")
and The Royal Bank of Scotland plc, in its
capacity as Administrative Agent for the Lenders

Fourth Amendment to Revolving Credit
Agreement, made and entered into as of August
22,2014 by and among Atmos Energy
Corporation, a Texas and Virginia corporation,
the several banks and other financial institutions
from time to time party thereto (the "Lenders")
and The Royal Bank of Scotland plc, in its
capacity as Administrative Agent for the Lenders

Accelerated Share Buyback Agreement with
Goldman, Sachs & Co, - Master Confirmation
dated July 1, 2010

Accelerated Share Buyback Agreement with
Goldman, Sachs & Co. - Supplemental
Confirmation dated July 1,2010
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Exhibit 4.2 to Form 8-K dated June 11, 2007
(File No. 1-10042)

Exhibit 4~2 to Form 8-K dated March 26, 2009
(File No. 1-10042)

Exhibit 4.2 to Form 8-K dated June 10, 2011
(File No. 1-10042)

Exhibit 4.2 to Form 8-K dated January 8, 2013
(File No. 1-10042)

Exhibit 4.2 to Form 8-K dated October 15,
2014

Exhibit 10.1 to Form 8-K dated May 2,2011
(File No. 1-10042)

Exhibit 10.1 to Form 8-K dated December 5,
2012 (File No. 1-10042)

Exhibit 10~1 to Form 8-K dated August 22,
2013 (File No. 1-10042)

Exhibit 10.1 to Ponn 8-K dated August 22,
2014

Exhibit 10.6(a) to F01TIlIO-K for fiscal year
ended September 30,2010 (File No~ 1-10042)

Exhibit lO.6(b) to Form lO-K for fiscal year
ended September 30, 2010 (File No. 1-10042)



Exhibit
Number

lO.3(b)

lO.4(b)*

lO.5(a)*

10~6(a)*

10.6(c)*

10.7(a)*

10.7(b)*

10.8(a)*

lO.8(b)*

10.9*

10.10(a)*

lO.10(b)*

lO.10(c)*

Description

Guaranty of Algonquin Power & Utilities Corp.
dated May 12,2011

Guaranty of Algonquin Power & Utilities Corp.
dated August 8, 2012

Executive Compensation Plans and
A rrangements

Form of Atrnos Energy Corporation Change in
Control Severance Agreement - Tier I

Form of Atmos Energy Corporation Change in
Control Severance Agreement - Tier II

Atmos Energy Corporation Executive Retiree
Life Plan

Amendment No. 1 to the Atmos Energy
Corporation Executive Retiree Life Plan

Atmos Energy Corporation Annual Incentive
Plan for Management (as amended and restated
February 10, 2011)

Amendment No 1 to the Atrnos Energy
Corporation Annual Incentive Plan for
Management (as amended and restated
February 10, 2011)

Amendment No 2 to the Atmos Energy
Corporation Annual Incentive Plan for
Management (as amended and restated
February 10, 2011)

Atmos Energy Corporation Supplemental
Executive Benefits Plan, Amended and Restated
in its Entirety August 7}2007

Form of Individual Trust Agreement for the
Supplemental Executive Benefits Plan

Atrnos Energy Corporation Supplemental
Executive Retirement Plan (As Amended and
Restated, Effective as of November 12, 2009)

Atmos Energy Corporation Performance-Based
Supplemental Executive Benefits Plan Trust
Agreement, Effective Date December 1, 2000

Atmos Energy Corporation Account Balance
Supplemental Executive Retirement Plan,
Effective Date August 5, 2009

Mini-MedlDental Benefit Extension Agreement
dated October 1, 1994

Amendment No.1 to Mini-Med/Dental Benefit
Extension Agreement dated August 14, 2001

Amendment No.2 to Mini-Med/Dental Benefit
Extension Agreement dated December 31, 2002
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Exhibit 10.1 to Form 8-K dated May 12,2011
(File No. 1-10042)

Exhibit 10.1 to Form 8-K dated August 8,
2012 (File No. 1-10042)

Exhibit lO.7(a) to Form lO-K for fiscal year
ended September 30, 2010 (File No. 1-10042)

Exhibit 10.7(b) to Form lO-K for fiscal year
ended September 30, 2010 (File No. 1-10042)

Exhibit 10.31 to Form 10-K for fiscal year
ended September 30, 1997 (File No. 1-10042)

Exhibit lO.31(a) to Form lO-K for fiscal year
ended September 30, 1997 (File No. 1-10042)

Exhibit 10.14 to Form 10-K for fiscal year
ended September 30,2011 (File No. 1-10042)

Exhibit 10.8(b) to Farm 10-K for fiscal year
ended September 30, 2012 (FileNo. 1-10042)

Exhibit 10~6(c) to Form lO-K for fiscal year
ended September 30, 2013 (File No. 1-10042)

Exhibit lOA8(a) to FOnTI lO-K for fiscal year
ended September 30, 2008 (File No. 1-10042)

Exhibit 10.3 to Form lO-Q for quarter ended
December 31, 2000 (File No. 1-10042)

Exhibit lO.10(b) to Form 10-K for fiscal year
ended September 30, 2010 (File No. 1-10042)

Exhibit 10.1 to Form 10-Q for quarter ended
December 31~ 2000 (File NOA 1-10042)

Exhibit lO.10(c) to POnTI 10-K for fiscal year
ended September 30; 2010 (File Noz 1-10042)

Exhibit lO.28(f) to Form lO-K for fiscal year
ended September 30; 2001 (File No, 1-10042)

Exhibit 10.28(g) to Form 10-K for fiscal year
ended September 30, 2001 (File No. 1-10042)

Exhibit 10.1 to Form lO-Q for quarter ended
December 31,2002 (File No. 1-10042)
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10.11* Atrnos Energy Corporation Equity Incentive and
Deferred Compensation Plan for Non-Employee
Directors, Amended and Restated as of
January 1, 2012

10.12* Atmos Energy Corporation Outside Directors
Stock-for-Fee Plan, Amended and Restated as of
October 1; 2009

lO.13(a)* Atrnos Energy Corporation 1998 Long-Term
Incentive Plan (as amended and restated
September 1, 2014)

lO.13(b)* Form of Award Agreement of Time-Lapse
Restricted Stock Units under the Atmos Energy
Corporation 1998 Long-Term Incentive Plan

lO.13(c)* Form of Award Agreement of Performance­
Based Restricted Stock Units under the Atmos
Energy Corporation 1998 Long-Term Incentive
Plan

12 Statement of computation of ratio of earnings to
fixed charges

Other Exhibits, as indicated

21 Subsidiaries of the registrant
23.1 Consent of independent registered public

accounting finn, Ernst & YDung LLP

24 Power of Attorney

31
32

101.INS

lOl.SCH

10loCAL

101.DEF

lOl.LAB

101.PRE

Rille 13a-14(a)/15d-14(a) Certifications

Section 1350 Certifications**
Interactive Data File

XBRL Instance Document

XBRL Taxonomy Extension Schema

XBRL Taxonomy Extension Calculation
Linkbase

XBRL Taxonomy Extension Definition Linkbase

XBRL Taxonomy Extension Labels Linkbase

XBRL Taxonomy Extension Presentation
Linkbase

Exhibit 10.1 to Form IO-Q for quarter ended
December 31,2011 (File No~ 1-10042)

Exhibit 10.13 to Form lO-K for fiscal year
ended September 30, 2010 (File No. 1-10042)

Signature page of Form 10-K for fiscal year
ended September 30, 2014

* This exhibit constitutes a "management contract or compensatory plan, contract, or arrangement."

** These certifications pursuant to 18 U.S.C. Section 1350 by the Company's Chief Executive Officer and
Chief Financial Officer, furnished as Exhibit 32 to this Annual Report on Form 10-K, will not be deemed to
be filed with the Securities and Exchange Commission or incorporated by reference into any filing by the
Company under the Securities Act of 1933 or the Securities Exchange Act of 1934, except to the extent that
the Company specifically incorporates such certifications by reference.
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