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June 5, 2017
(To Prospectus dated March 28, 2016)

$750,000,000

Atmos Energy Corporation
$500,000,000 3.000% Senior Notes due 2027
$250,000,000 4.125% Senior Notes due 2044

The 3.000% Senior Notes due 2027 notes (the “2027 notes”) will bear interest at the rate of 3.000% per year
and will mature on June 15, 2027. The 4.125% Senior Notes due 2044 (the “new 2044 notes” and, together with
the 2027 notes, the “notes™) will bear interest at the rate of 4.125% per year and will mature on October 15, 2044.
The new 2044 notes are a further issuance of the $500 million aggregate principal amount of our 4.125% Senior
Notes due 2044 (the “existing 2044 notes” and together with the new 2044 notes, the “2044 notes™) described in
our Prospectus Supplement dated October 6, 2014 and issued on October 15, 2014. The new 2044 notes will be
treated as a single series under the indenture with the $500 million in aggregate principal amount of such notes
already outstanding and will have the same CUSIP number as the existing 2044 notes. We will pay interest on
the 2027 notes semi-annually in arrears on June 15 and December 15 of each year they are outstanding,
beginning December 15, 2017. We will pay interest on the new 2044 notes semi-annually in arrears on April 15
and October 15 of each year they are outstanding, beginning October 15, 2017, The interest payment with respect
to the new 2044 notes on October 15, 2017 will include accrued interest from April 15, 2017. We may redeem
the notes of each series prior to maturity at our option, at any time in whole or from time to time in part, at the
applicable redemption prices described in this prospectus supplement. See “Description of the Notes—Optional
Redemption.”

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

Investing in the notes involves risks. See “Risk Factors” on page S-6 of this prospectus

supplement,
Proceeds, Before

Public Underwriting Expenses,
Offering Price Discount ~  to Atmos Energy
Per2027note.........covivvniinn 99.725% 0.650% 99.075%
Total ... ... i $498,625,000 $3,250,000  $495,375,000
Pernew 2044 note .................. 103.907%2 0.875% 103.032%
Total ... ... oot $259,767,500 $2,187,500  $257,580,000

(1) Plus accrued interest from June 8, 2017, if settlement occurs after that date.

(2) Plus accrued interest from April 15, 2017 (the most recent interest payment date for the existing 2044
notes). If settlement occurs on June 8, 2017, the amount of such interest will be $1,518,229.17 in the
aggregate.

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

The underwriters expect to deliver the notes to investors in book-entry form only through the facilities of
The Depository Trast Company for the accounts of its participants, including Clearstream Banking S.A. and/or
Euroclear Bank S.A/N.V., on or about June 8, 2017,

Joint Book-Running Managers
BNP PARIBAS  Credit Agricole CIB  J.P. Morgan  Wells Fargo Securities
Mizuho Securities MUFG US Bancorp
Co-Managers

BB&T Capital Markets - CIBC Capital Markets Regions Securities LLC  TD Securities




West Texas Division
Lubbock, TX

Louisiana Division

Baton Rouge, LA
Atmos Energy Corporation headquarters ¢ Proprietary storage
& Division offices | ® Major gas delivery hub

Natural gas distribution service area
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IMPORTANT NOTICE ABOUT INFORMATION IN THIS
PROSPECTUS SUPPLEMENT AND THE ACCOMPANYING PROSPECTUS

This document consists of two parts. The first part is this prospectus supplement, which describes the
specific terms of this offering of the notes and also adds to and updates information contained in the
accompanying prospectus and the documents incorporated by reference in this prospectus supplement and the
accompanying prospectus. The second part is the accompanying prospectus, dated March 28, 2016, which gives
more general information, some of which does not apply to this offering. To the extent there is a conflict between
the information contained in this prospectus supplement, the information contained in the accompanying
prospectus or the information contained in any document incorporated by reference herein or therein, the
information contained in the most recent document shall control. This prospectus supplement and the
accompanying prospectus are a part of a registration staternent that we filed with the Securities and Exchange
Comumission (the “SEC”) using the SEC’s shelf registration rules.

We have not, and the underwriters have not, authorized any other person to provide you with information
other than information provided or incorporated by reference in this prospectus supplement, the accompanying
prospectus or any free writing prospectus relating to the offering of notes made pursuant to this prospectus
supplement. We take no responsibility for, and can provide no assurances as to the reliability of, any other
information that others may give you or representations that others may make. See “Incorporation of Certain
Documents by Reference” and “Where You Can Find More Information” in the accompanying prospectus.

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

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

The terms “we,” “our,” “us,” and “Atmos Energy” refer to Atmos Energy Corporation and its subsidiaries
unless the context suggests otherwise. The term the “Company” refers to Atmos Energy Corporation and not its
subsidiaries. The term “you” refers to a prospective investor. The abbreviations “Mcf” and “MMBtu” mean
thousand cubic feet and million British thermal units, respectively.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

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

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

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

» the impact of adverse economic conditions on our customers;
» the effects of inflation and changes in the availability and price of natural gas;
» the availability and accessibility of contracted gas supplies, interstate pipelines and/or storage services;

» 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 natural gas distribution business, pipeline and storage businesses;

« increased costs of providing health care benefits, along with pension and post-retirement 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;

e natural disasters, terrorist activities or other events; and

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

All of these factors are difficult to predict and many are beyond our control. Accordingly, while we believe
these forward-looking statements to be reasonable, there can be no assurance that they will approximate actual
experience or that the expectations derived from them will be realized. When used in our documents or oral
presentations, the words “anticipate,” “believe,” “estimate,” “expect,” “forecast,” “goal,” “intend,” “objective,”
“plan,” “projection,” “seek,” “strategy” or similar words are intended to identify forward-looking statements. We
undertake no obligation to update or revise any of our forward-looking statements, whether as a result of new
information, future events or otherwise.
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For additional factors you should consider, please see “Risk Factors” on page S-6 of this prospectus
supplement, “Ttem 1A. Risk Factors” in our Annual Report on Form 10-K for the fiscal year ended September 30,
2016, “item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations™ in
Exhibit 99.1 to our Current Report on Form 8-K filed on April 12, 2017, and “Item 2. Management’s Discussion
and Analysis of Financial Condition and Results of Operations” in our Quarterly Report on Form 10-Q for the
quarterly period ended March 31, 2017. See also “Incorporation of Certain Documents by Reference” in the
acconipanying prospectus.
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PROSPECTUS SUPPLEMENT SUMMARY

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

Atmos Energy Corporation

We are engaged primarily in the regulated natural gas distribution and pipeline businesses. We deliver
natoral 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.

Through December 31, 2016, we were also engaged in certain nonregulated businesses that provided natnral
gas management, marketing, transportation and storage services to municipalities, local gas distribution
companies, including certain of our natural gas distribution divisions, and industrial customers principally in the
Midwest and Southeast. Effective January 1, 2017, we sold all of the equity interests of Atmos Energy
Marketing, LL.C (“AEM”) to CenterPoint Energy Services, Inc., a subsidiary of CenterPoint Energy Inc. As a
result of the sale, Atmos Energy has fully exited the nonregulated gas marketing business.

We operate through the following three segments:

*  The distribution segment is primarily comprised of our regulated natural gas distribution and related
sales operations in eight states and storage assets located in Kentucky and Tennessee, which are used to
solely support our natural gas distribution operations in those states.

* The pipeline and storage segment is comprised primarily of the pipeline and storage operations of our
Atmos Pipeline—Texas division and our natural gas transmission operations in Louisiana.

« The natural gas marketing segment is comprised of our discontinued natural gas marketing business.

Recent Developments

Declaration of Dividend. On May 3, 2017, our Board of Directors declared a quarterly dividend on our
common stock of $0.45 per share. The dividend was paid on June 5, 2017 to sharcholders of record on May 22,
2017.

Recent Ratemaking Activity. During the first two quarters of fiscal 2017, 11 regulatory proceedings
requesting annual operating income increases were finalized, resulting in a $25.4 million increase in annual
operating income. As of March 31, 2017, ten regulatory proceedings requesting $136.0 million in annual
operating income increases were in progress.

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

The following table presents summary consolidated and segment financial data of Atmos Energy
Corporation for the periods and as of the dates indicated. We derived the summary financial data for the fiscal
years ended September 30, 2016, 2015, 2014, 2013 and 2012 from our audited consolidated financial statements
and the summary financial data for the six months ended March 31, 2017 and 2016 from our unaudited
condensed consolidated financial statements. Our unaudited condensed consolidated financial statements have
been prepared on the same basis as our audited consolidated financial statements, except as stated in the related
notes thereto and, in the opinion of management, include all normal recurring adjustments considered necessary
for a fair presentation of our financial condition and result of operations for such periods. Please note that, given
the inherent seasonality in our business, the results of operations for the six months ended March 31, 2017
presented below are not necessarily indicative of results for the entire fiscal year.

The information is only a summary and does not provide all of the information contained in our financial
statements. Therefore, you should read the information presented below in conjunction with “Ttem 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations” and our consolidated
financial statements and related notes included in Exhibit 99.1 to our Current Report on Form 8-K filed on
April 12,2017, and “Ttem 2. Management’s Discussion and Analysis of Financial Condition and Results of
Operations” and our unaudited condensed consolidated financial statements and related notes included in our
quarterly report on Form 10-Q for the quarterly period ended March 31, 2017, each of which is incorporated by
reference in this prospectus supplement and the accompanying prospectus.

Six Months Ended
March 31, Year Ended September 30,
2017 2016 2016 2015 2014 2013 2012
(anaudited) (In thousands, except per share data)
Consolidated Financial Data '
Operating revenues ....... e $1,768,354 $1,564,793 $2,454,648 $2,926,985 $3,243,904 $2,572,488 $2,404,267
Purchased gascost................. $ 738,799 $ 617,682 $ 746,192 $1,295,675 $1,722,060 $1,195,096 $1,102,623
Operating expenses®® ... .......... $ 534,465 $ 502,726 $1,051,226 $1,019,078 $ 944,622 $ 876,947 $ 854,372
Operating income . ......c.ovvee.. $ 495,090 $§ 444,385 § 657,230 $ 612,232 $ 577,222 $ 500445 $ 4477272

Income from continuing operations ... § 276,050 $§ 244,549 § 345542 $§ 305,623 $ 270,331 $ 232,378 $ 194,032
Income from discontinued

operations® ... ...l $ 13710 % 1228 45628% 94528 194868 10816 $ 22,685
Netincome ..........ccovvviiinn. $ 289,760 $§ 244,671 $ 350,104 $ 315,075 $§ 289,817 § 243,194 § 216,717
Diluted net income per share from

continuing operations ............ $ 2.61 $ 238 % 333 % 3.00 $ 2.76 $ 252 % 2.12
Diluted net income per share .. ....... $ 274§ 238 § 338 % 3.09 $ 296 $ 264 $ 2.37

Cash dividends declared per share .... § 0.90 % 084 $ 1.63 $ 1.56 $ 148 $ 140 $ 1.38
Cash flows from operating activities ... $ 552,003 $§ 452,955 § 794,990 $ 811,914 § 732,813 $ 613,127 $ 586,917

Capital expenditures ............... $ 559,385 $ 536,004 $1,086,950 $ 963,621 § 824,441 $ 845,033 $ 732,858
As of March 31, As of September 30,
2617 2016 2016 2015 2014 2013 2012
(unaudited) (In thousands)
Consolidated Balance Sheet Data
Total asSetS .. vvuvv it $10,361,466 $9,543,926 $10,010,889 $9,075,072 $8,581,006 $7,919,069 $7,484,518
Debt )
Long-termdebt® . ........... $ 2,314,620 $2,455,559 $ 2,188,779 $2,437,515 $2,442,288 $2,440,472 $1,945,148
Short-term debt® . .......... $ 920,607 $ 626,929 $ 1,079.811 § 457,927 $ 196,695 § 367,984 $§ 571,060
Totaldebt .........ovvvvvunen.. $ 3,235,227 $3,082,488 $ 3,268,590 $2,895,442 $2,638,983 $2,808,456 $2,516,077
Shareholders’ equity ............. $ 3,834,864 $3,344,565 $ 3,463,059 $3,194,797 $3,086,232 $2,580,409 $2,359,243

See footnotes on following page.
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Six Months Ended
March 31, . Year Ended September 30,
2017 2016 2016 2015 2014 2013 20120
{unaudited) (In thousands)
Segment Operating Income®
Natural gas distribution .............. $381,697 $338,482 $441,884 $422,692 $388,617 $346,895 $314,661
Pipeline and storage . .. ......couvvenn 113,393 105,903 215,346 189,540 188,605 153,544 132,605
Natural Gas Marketing® ............. — — — — — — —
Eliminations . . ... ..., — — — — — 6 6
Consolidated ................oo.0. $495,000 $444,385 $657,230 $612,232 $577.222 $500,445 $447,272
Other Financial Data
Ratio of earnings to fixed charges® . ... 7.69 6.94 5.16 4.77 4.11 3.63 2.88

(1) Financial results for fiscal 2012 include a $5.3 uillion pre-tax loss for the impairment of certain assets,

(2) Income from discontinued operations for the six-months ended March 31, 2017 and the years ended September 30, 2013
and 2012 includes gains on the sale of discontinued operations of $2.7 million, $5.3 million, and $6.3 million.

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

short-term debt.

(4) Following the announcement of the sale of AEM discussed above, Atmos Energy revised the information used by our
chief operating decision maker to manage the Company. Effective December 1, 2016, we have been managing and
reviewing our consolidated operations through the following three reportable segments: (i) Distribution, (if) Pipeline and
Storage and (iii) Natural Gas Marketing (comprised solely of our discontinued natural gas marketing operations) instead
of the following reportable segments prior to that time: (i) Regulated Distribution, (if) Regulated Pipeline and
(iit) Nonregulated. Financial information for all prior periods has been restated to conform to the new segment

presentation.

(5) The financial results of Natural Gas Marketing are reported as discontinued operations for all periods presented.

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

represent an interest factor.
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Maturity oo e e

Interest .....oovvir i

The Offering

Atmos Energy Corporation

$750 million aggregate principal amount of senior notes, consisting of:

« $500,000,000 aggregate principal amount of 3.000% senior notes
due 2027; and

= $250,000,000 aggregate principal amount of 4.125% senior notes
due 2044

The new 2044 notes are an additional issuance of our 4.125% Senior
Notes due 2044 and will be treated as a single series under the
applicable indenture with the existing 2044 notes and will have the
same CUSIP number as, and will trade interchangeably with, the
existing 2044 notes immediately upon settlement. Upon completion
of this offering, $750 million in aggregate principal amount of the
2044 notes will be outstanding.

The 2027 notes will mature on June 15, 2027.
The 2044 notes will matare on October 15, 2044.
The 2027 notes will bear interest at the rate of 3.000% per year.

The new 2044 notes will bear interest at the rate of 4.125% per year.
The interest payment on October 15, 2017 will include accrued
interest from April 15, 2017.

Interest on the 2027 notes will be payable semi-annually in arrears on
June 15 and December 15 of each year they are outstanding,
beginning on December 15, 2017, and will be payable to holders of
record at the close of business on the June 1 or December 1
immediately preceding the interest payment date (whether or not a
business day).

Interest on the new 2044 notes will be payable semi-annually in
arrears on April 15 and October 15 of each year they are outstanding,
beginning on October 15, 2017, and will be payable to holders of
record at the close of business on the April 1 or October 1
immediately preceding the interest payment date (whether or not a
business day).

The notes will be our unsecured senior obligations. The notes will
rank equally in right of payment with all our existing and future
unsubordinated indebtedness and will rank senior in right of payment
to any future indebtedness that is subordinated to the notes. The notes
will be effectively subordinated to all our existing and future secured
indebtedness to the extent of the assets securing such indebtedness
and to the indebtedness and liabilities of our subsidiaries.
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Optional Redemption ............... We may redeem the notes of each series at any time in whole, or from
time to time in part, prior to March 15, 2027 in the case of the 2027
notes, and April 15, 2044 in the case of the 2044 notes, at the
applicable “make-whole” redemption price for such series of notes
described in this prospectus supplement. We also have the option,
with respect to the 2027 notes, at any time on or after March 15, 2027
(which is the date that is three months prior to the maturity date of the |
2027 notes) and with respect to the 2044 notes, at any time on or after
April 15, 2044 (which is the date that is six months prior to the
maturity date of the 2044 notes), to redeem the notes of such series, in
whole or in part, at a redemption price equal to 100% of the principal
amount of the notes of such series to be redeemed, plus, in each case,
accrued and unpaid interest, if any, to the redemption date as
described in “Description of the Notes—Optional Redemption,”
beginning on page S-13.

Covenants of the Indenture ........... We will issue the notes under an indenture, which will, among other
things, restrict our ability to create liens and to enter into sale and
leaseback transactions. See “Description of Debt Securities—
Covenants” beginning on page 9 of the accompanying prospectus.

Useof Proceeds ... oovvvenennn... We estimate that our net proceeds from this offering, after deducting
the underwriting discount and estimated offering expenses payable by
us and excluding amounts paid by the purchasers with respect to
interest deemed to have accrued on the new 2044 notes from April 15,
2017 to the closing date of the offering, will be approximately
$752 million. We intend to use the net proceeds from this offering to
repay our $250,000,000 6.35% senior unsecured notes at maturity on
June 15, 2017 and for general corporate purposes, including the
repayment of working capital borrowings pursuant to our commercial
paper program. As of June 2, 2017, we had approximately |
$630 million of commercial paper outstanding with a weighted |
average annual interest rate of 1.16% and a weighted average
maturity of 17.45 days. See “Use of Proceeds” on page S-6.

Trustee ..ot e e U.S. Bank National Association

RiskFactors ............cooviiiin, Investing in the notes involves risks. See “Risk Factors” on page S-6
of this prospectus supplement and other information included and
incorporated by reference in this prospectus supplement and the
accompanying prospectus for a discussion of the factors you should
consider carefully before deciding to invest in the notes.
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RISK FACTORS

Investing in the notes involves risks. Our business is influenced by many factors that are difficult to predict
and beyond our control and that involve uncertainties that may materially affect our results of operations,
financial condition or cash flows, or the value of the notes. These risks and uncertainties include those described
in the risk factors and other sections of the documents that are incorporated by reference in this prospectus
supplement and the accompanying prospectus, including “Item 1A. Risk Factors” in our Annual Report on
Form 10-K for the fiscal year ended September 30, 2016. You should carefully consider these risks and
uncertainties and all of the information contained or incorporated by reference in this prospectus supplement and
the accompanying prospectus before you invest in the notes.

USE OF PROCEEDS

We estimate that we will receive net proceeds from this offering of approximately $752 million, after
deducting the underwriting discount and estimated offering expenses payable by us and excluding amounts paid
by the purchasers with respect to interest deemed to have accrued on the new 2044 notes from April 15, 2017 to
the closing date of the offering, We intend to use the net proceeds from this offering to repay our $250,000,000
6.35% senior unsecured notes at maturity on June 15, 2017 and for general corporate purposes, including the
repayment of working capital borrowings pursuant to our commercial paper program. As of June 2, 2017, we had
approximately $630 million of commercial paper outstanding with a weighted average annual interest rate of
1.16% and a weighted average maturity of 17.45 days.
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CAPITALIZATION

The following table presents our cash and cash equivalents, short-term debt and capitalization as of
March 31, 2017, on an actual basis and as adjusted to reflect the issuance of notes in this offering and the use of
proceeds therefrom as described under “Use of Proceeds” and the settlement of certain forward starting interest
rate swaps that we entered into in October 2012 to fix the Treasury yield component associated with $210 million
of the then-anticipated issuance of $250 million notional principal amount of unsecured notes, for which we
expect to pay approximately $37.0 million upon settlement. You should read this table in conjunction with the
section entitled “Use of Proceeds” and our condensed consolidated financial statements and related notes
inchuded in our quarterly report on Form 10-Q for the quarterly period ended March 31, 2017, which is
incorporated by reference in this prospectus supplement.

As of March 31, 2017
Actual As Adjusted
(unandited)
(In thousands, except share data)
Cash and cash eqUIVAIENES .. ..\ vutet it e ettt et e e e $ 45403 $ 45403
Short-term debt
Current maturities of fong-termdebt ... ...... .. ... . . i . $ 250,000 $ —
Othershort-term debt ... ... . i e 670,607 205,722
Total short-term debt . ..ottt ittt et $ 920,607 $ 205,722
Long-term debt, less current portion ... ....vovinn it $2,314,620  $3,066,501
Shareholders’ equity
Common stock, no par value (stated at $.005 per share); 200,000,000 shares
authorized; 105,275,505 shares issued and outstanding, actual and as
adjusted ... e 526 526
Additional paid-incapital . ... ... .. e 2,464,252 2,464,252
Retained earnings ... ... vvr it et 1,456,980 1,456,980
Accumulated other comprehensive 1oss . ... ..o i i (86,894) (96,290)
Shareholders” equity ....... ... i 3,834,864 3,825,468
Total capitalization® ... ... it e $6,149,484  $6,891,969

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

Overview

Atmos Energy Corporation, headquartered in Dallas, Texas, and incorporated in Texas and Virginia, is
engaged primarily in the regulated natural gas distribution and pipeline 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.

Through December 31, 2016, our nonregulated business provided natural gas management, marketing,
transportation and storage services to municipalities, local gas distribution corapanies, including certain of our
natural gas distribution divisions, and industrial customers principally in the Midwest and Southeast. Effective
Januvary 1, 2017, we sold all of the equity interests of Atmos Energy Marketing, LLC (“AEM?”) to CenterPoint
Energy Services, Inc., a subsidiary of CenterPoint Energy Inc. As a result of the sale, Atmos Energy has fully
exited the nonregulated gas marketing business.

Operating Segments
We operate through the following three segments:

» The distribution segment is primarily comprised of our regulated natural gas distribution and related
sales operations in eight states and storage assets located in Kentucky and Tennessee, which are used to
solely support our natural gas distribution operations in those states.

* The pipeline and storage segment is comprised primarily of the pipeline and storage operations of our
Atmos Pipeline—Texas division (“APT™) and our natural gas fransmission operations in Louisiana,

* The natural gas marketing segment is comprised of our discontinued natural gas marketing business.

Distribution Segment Overview

Our distribution segment is primarily comprised of the regulated natural gas distribution and related sales
and storage operations in our six regulated natural gas distribution divisions, which are used to support our
regulated natural gas distribution operations in those states. 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 September 30,
2016, 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. Historically, we have
successfully renewed these franchises and believe that we will continue to be able to renew our franchises as they
expire.

Communities Customer
Division Service Areas Served Meters
Mid-Tex .......coviiiiiiiiinian.. Texas, including 550 1,649,291
the Dallas/Fort
Worth Metroplex
Kentucky/Mid-States ................. Kentucky 230 179,717
Tennessee , 143,942
Virginia 23,820
Louisiana ..........vevveeiiniaean. Louisiana 280 359,328
WestTeXas ... veii i i i Amarillo, 30 308,988
Lubbock, -
Midland
MISSISSIPPT 0o v vv e Mississippi 110 269,750
Colorado-Kansas . .............ovvun.. Colorado 170 117,017
Kansas 134,012
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Revenues in this operating segment are established by regulatory authorities in the states in which we
operate. 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 fluctnations 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.
Purchased gas cost adjustment mechanisms provide natural gas distribution companies a method of recovering
purchased 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 natural
gas distribution operating revenues fluctnate with the cost of gas that we purchase, natural gas distribution
operating income is generally not affected by fluctuations in the cost of gas.

Additionally, some jurisdictions have performance-based ratemaking adjustments to provide incentives to
distribution companies to minimize purchased gas costs through improved storage management and use of
financial instrurents to lock in gas costs. Under the performance-based ratemaking adjustment, purchased gas
costs savings are shared between the utility and its customers.

Seasonal weather patterns can also affect our distribution operations. However, the effect of weather that is
other than normal is substantially offset through weather normalization adjustments, known as WNA, which have
been approved by state regulatory commissions for approximately 97 percent of our residential and commercial
meters in the following states for the foliowing time periods:

Kansas, West Texas October — May
Tennessee October — April
Kentucky, Mississippi, Mid-Tex November — April
Louisiana December — March
Virginia January — December

Pipeline and Storage Segment Overview

Our pipeline and storage segment consists of the pipeline and storage operations of APT and our natural gas
transmission operations in Louisiana. 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 Barnett Shale, the Texas Gulf Coast and the Delaware
and Val Verde Basins of West Texas. APT provides transportation and storage services to our Mid-Tex Division,
other third party local distribution companies, industrial and electric generation customers, marketers and
producers. As part of its pipeline operations, APT owns and operates five underground storage reservoirs in
Texas,

Revenues earned from transportation and storage services for APT are subject to traditional ratemaking
governed by the RRC. Rates are updated through periodic 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. APT’s
existing regulatory mechanisms allow certain transportation and storage services to be provided under market-
based rates.

Qur natural gas transmission operations in Louisiana are comprised of a proprietary 21-mile pipeline located
in New Orleans, Louisiana that is primarily used to aggregate gas supply for our distribution division in
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Louisiana under a long-term contract and on a more limited basis, to third parties. The demand fee charged to our
Louisiana distribution division for these services is subject to regulatory approval by the Louisiana Public
Service Commission. We also manage two asset management plans in Louisiana with distribution affiliates of the
Company, which have been approved by applicable state regulatory- commissions. Generally, these asset
management plans require us to share with our distribution customers a significant portion of the cost savings
earned from these arrangements.

Natural Gas Marketing Segment Overview

Through December 31, 2016, we were engaged in a nonregulated natural gas marketing business, which was
conducted by AEM. AEM’s primary business was to aggregate and purchase gas supply, arrange transportation
and storage logistics and ultimately deliver gas to customers at competitive prices. Additionally, AEM utilized
proprietary and customer—owned transportation and storage assets to provide various services its customers
request. AEM served most of its customers under contracts generally having one to two year terms, As a result,
AEM'’s revenues arose from the types of commercial transactions it had structured with its customers and its
ability to identify the lowest cost alternative among the natural gas supplies, transportation and markets to which
it had access to serve those customers, Following the sale of AEM, effective January 1, 2017, as discussed above,
we have fully exited the nonregulated natural gas marketing business.

Other Regulation

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

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

Competition

Although our 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 alternative fuels is lower prices, and natural gas
historically has maintained its price advantage in the residential, commercial and industrial markets.
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Our pipeline and storage operations historically faced competition from other existing intrastate pipelines
seeking to provide or arrange {ransportation, storage and other services for customers. In the last few years,
several new pipelines have been completed, which has increased the level of competition in this segment of our
business.

Within our discontinued natural gas marketing operations, AEM competed 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 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 reduced revenue most notably on its high-volume accounts,

Distribution, Transmission and Related Assets

At September 30, 2016, in our distribution segment, we owned an aggregate of 70,633 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 pipeline
and storage segment we owned 5,517 miles of gas transmission lines as well.

Storage Assets

We own underground gas storage facilities in several states to supplement the supply of nataral gas in
periods of peak demand. At September 30, 2016, the underground gas storage facilities of our distribution
segment had a total usable capacity of 13,028,167 Mcf and a maximum daily delivery capacity of 248,600 Mcf,
with the underground gas storage facilities of our pipeline and storage segment having a total usable capacity of
46,522,132 Mcf and a maximum daily delivery capacity of 1,291,000 Mcf.

Additionally, we contract for storage service in underground storage facilities on many of the interstate
pipelines serving us to supplement our proprietary storage capacity. The amount of our contracted storage
capacity can vary from time to time. At September 30, 2016, we had contracted storage capacity as follows:

(i) distribution segment—maximum quantity of 30,593,666 MMBtu and a maxiroum daily withdrawal quantity
of 1,039,309 MMBHu; (ii) pipeline and storage segment—maximum storage quantity of 1,674,000 MMBtu and a
maximum daily withdrawal quantity of 67,507 MMBtu and (iii) our discontinued nataral gas marketing
segment—maximum storage quantity of 8,026,869 MMBtu and a maximum daily withdrawal quantity of
250,937 MMBtu.

For more information on our storage assets see “Item 2. Properties” included in Exhibit 99.1 to our Current
Report on Form 8-K dated April 12, 2017 for the fiscal year ended September 30, 2016.
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DESCRIPTION OF THE NOTES

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

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

General

The 2027 notes initially will be limited to $500 million aggregate principal amount. We may, at any time,
without the consent of the holders of the notes of any series, issue additional notes having the same ranking,
interest rate, maturity and other terms (except for the issue date, public offering price and, if applicable, the first
interest payment date) as the notes of such series. Any such additional notes, together with the notes of the
applicable series being offered by this prospectus supplement, will constitute a single series of notes under the
indenture.

The $250 million new 2044 notes to be offered hereby are a further issuance of the $500 million aggregate
principal amount of the existing 2044 notes under the indenture. The new 2044 notes will have the same termos as
the existing 2044 notes. The new 2044 notes and the existing 2044 notes will be treated as a single series under
the indenture, inclading for the purpose of determining whether the required percentage of holders of the 2044
notes have given their approval or consent to an amendment or waiver or joined in directing the trustee to take
certain actions on behalf of the holders of the 2044 notes. Upon completion of this offering, $750 million in
aggregate principal amount of the 2044 notes will be outstanding.

The notes will be unsecured and unsubordinated obligations of Atmos Energy. Any secured debt that we
may have from time to time will have a prior claim with respect to the assets securing that debt. As of March 31,
2017, we had no secured debt outstanding, The notes will rank equally with all of our other existing and future
unsubordinated debt but will be effectively subordinated to the indebtedness and liabilities of our subsidiaries. As
of March 31, 2017, after giving effect to the net proceeds of this offering and the use of proceeds therefrom as
described in “Use of Proceeds,” we had approximately $3.1 billion of unsecured and unsubordinated long-term
debt (excluding the current portion of such debt) with no subsidiary debt. The notes are not guaranteed by, and
are not the obligation of, any of our subsidiaries. The notes will not be listed on any securities exchange or
included in any automated quotation system.

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

Payment of Principal and Interest

The 2027 notes will mature on June 15, 2027 and bear interest at the rate of 3.000% per year. The 2044
notes will mature on October 15, 2044 and bear interest at the rate of 4.125% per year.
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We will pay interest on the 2027 notes semi-annually in arrears on June 15 and December 15 of each year
they are outstanding, beginning December 15, 2017. We will pay interest on the new 2044 notes semi-annually in
arrears on April 15 and October 15 of each year they are outstanding, beginning October 15, 2017.

Interest will accrue on the 2027 notes from June 15, 2017 or from the most recent interest payment date to
which we have paid or provided for the payment of intercst to the next interest payment date or the scheduled
maturity date, as the case may be, Interest on the new 2044 notes will accrue from April 15, 2017, The interest
payment on October 15, 2017 will include accrued interest from April 15, 2017 to October 15, 2017, We will
make each interest payment to the holders of record of the 2027 notes at the close of business on June 1 and
December 1 preceding the respective interest payment date (whether or not a business day), and we will make
each interest payment to the holders of record of the 2044 notes at the close of business on April 1 and October 1
preceding the respective interest payment date (whether or not a business day). We will pay interest computed on
the basis of a 360-day year of twelve 30-day months.

Optional Redemption

Each of the notes offered hereby will be redeemable prior to maturity, in whole or from time to time in part.
Prior to March 15, 2027 for the 2027 notes and prior to April 15, 2044 for the 2044 notes (which is the date that
is three months prior to the maturity date of the 2027 notes and six months prior to the maturity date of the 2044
notes, respectively), the redemption price will be equal to the greater of:

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

= with respect to the 2027 notes, as determined by the Quotation Agent (defined below), the sum of the
present values of the Remaining Scheduled Payments (defined below) of principal and interest on the
notes to be redeemed that would be due if the notes matured on the Par Call Date, discounted to the
redemption date on a semi-annual basis assuming a 360-day year consisting of twelve 30-day months at
the Adjusted Treasury Rate (defined below) plus 15 basis points and with respect to the new 2044
notes, as determined by the Quotation Agent, the sum of the present values of the Remaining
Scheduled Payments of principal and interest on the notes to be redeemed discounted to the redemption
date on a semi-annual basis assuming a 360-day year consisting of twelve 30-day months at the
Adjusted Treasury Rate plus 15 basis points;

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

For the 2027 notes, at any time on or after March 15, 2027 (which is the date that is three months prior to
the maturity date of the 2027 notes), the redemption price will be equal to 100% of the principal amount of the
notes to be redeemed, plus accrued and unpaid interest thereon to the redemption date.

For the 2044 notes, at any time on or after April 15, 2044 (which is the date that is six months prior to the
maturity date of the 2044 notes), the redemption price will be equal to 100% of the principal amount of the notes
to be redeemed, plus accrued and unpaid interest thereon to the redemption date.

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

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

“Comparable Treasury Issue” means, with respect to the notes of a series, the United States Treasury
security selected by the Quotation Agent as having a maturity comparable to the remaining term of the notes of
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such series to be redeemed (with respect to the 2027 notes, assuming the notes matured on the Par Call Date) that
would be used, at the time of a selection and in accordance with customary financial practice, in pricing new
issues of corporate debt securities of comparable maturity to the remaining term of the notes of such series to be
redeemed.

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

“Par Call Date” means March 15, 2027, with respect to the 2027 notes, and April 15, 2044 with respect to
the 2044 notes, the date that is three months and six months prior to the maturity date of the 2027 notes and the
2044 notes, respectively.

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

“Reference Treasury Dealer” means with respect to the 2027 notes, each of BNP Paribas Securities Corp.,
J.P. Morgan Securities LL.C, and Wells Fargo Securities, LL.C, and their respective saccessors; provided,
however, that if any of the foregoing shall cease to be a primary U.S. Government securities dealer (each, a
“Primary Treasury Dealer”), we will substitute therefor another nationally recognized investment banking firm
that is a Primary Treasury Dealer and with respect to the 2044 notes, means (i) Merrill Lynch, Pierce Fenner &
Smith Incorporated and any Primary Treasury Dealer (as defined below) selected by each of Credit Agricole
Securities (USA) Inc. and Wells Fargo Securities, LLC and any of such parties’ successors; provided, however, if
any of the foregoing ceases to be a primary U.S. government securities dealer in New York City (a “Primary
Treasury Dealer”), we will substitute therefor another Primary Treasury Dealer, and (ii) any other Primary
Treasury Dealer selected by us. .

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

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

In the case of a partial redemption of the notes of a series, the notes to be redeemed shall be, in the case of
the 2027 notes, selected by the trustee in accordance with the procedures of DTC from the outstanding notes of
such series not previously called for redemption and, in the case of the 2044 notes, by such method as the trustee
shall deem fair and appropriate and which may provide for the selection for redemption of portions of the
principal of the notes. Notice of any redemption will be mailed by first class mail at least 30 days but not more
than 60 days before the redemption date to each holder of the notes of the applicable series to be redeemed at its
registered address. If any notes are to be redeemed in part only, the notice of redemption will state the portion of
the principal amount of notes of such series to be redeemed. A partial redemption will not reduce the portion of
any note not being redeemed to a principal amount of less than $2,000. Unless we default in payment of the
redemption price, on and after the redemption date, interest will cease to accrue on the notes or the portions of
the notes called for redemption.
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No Mandatory Redemption

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

No Sinking Fund

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

Restricted Subsidiaries

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

Reports
We will:

(1) file with the trustee, within 30 days after we have filed the same with the SEC, unless such reports are
available on the SEC’s EDGAR filing system (or any successor thereto), copies of the annual reports
and of the information, documents and other reports (or copies of such portions of any of the foregoing
as the SEC may from time to time by rules and regulations prescribe), which we may be required to file
with the SEC pursuant to Section 13 or Section 15(d) of the Securities Exchange Act of 1934, as
amended; or, if we are not required to file information, documents or reports pursuant to either of such
Sections, then we shall file with the trustee and the SEC, in accordance with rules and regulations
prescribed from time to time by the SEC, such of the supplementary and periodic information,
documents and reports which may be required pursuant to Section 13 of the Securities Exchange Act of
1934, as amended, in respect of a security listed and registered on a national securities exchange as
may be prescribed from time to time in such rules and regulations;

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

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

Governing Law

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

Book-Entry Delivery and Settlement

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

The notes will trade in the Same-Day Funds Settlement System maintained by DTC until maturity or earlier
redemption, and secondary market trading activity in the notes will therefore be required by DTC to settle in
immediately available funds. No assurance can be given as to the effect, if any, of settlement in immediately
available funds on trading activity in the notes.
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Because of time-zone differences, credits of notes received in Clearstream Banking, société anonyme
(“Clearstream”), or Euroclear Bank, S.A./N.V. (“Euroclear”), as a result of a transaction with a DTC participant
will be made during subsequent securities settlement processing and dated the business day following the DTC
settlement date. Such credits or any transactions in such notes settled during such processing will be reported to
the relevant Clearstream or Euroclear participants on such business day. Cash received in Clearstream or
Euroclear as a result of sales of notes by or through a Clearstream participant or a Buroclear participant to a DTC
participant will be received with value on the DTC settlement date but will be available in the relevant
Clearstream or Euroclear cash account only as of the business day following settlement in DTC.

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

The following summary discusses certain material U.S. federal income tax consequences of the acquisition,
ownership and disposition of the notes. This discussion is based upon the Internal Revenue Code of 1986, as
amended (the “Code”), the applicable proposed or promulgated Treasury regulations, and the applicable judicial
and administrative interpretations, all as in effect as of the date hereof and all of which are subject to change,
possibly with retroactive effect, and to differing interpretations. This discussion is applicable only to holders of
notes (a) who purchase (i) the 2027 notes in the initial offering at their original issue price and (ii) the new 2044
notes in this offering for a price equal to the price of the new 2044 notes shown on the front cover of this
prospectus supplement and (b) deals only with the notes held as capital assets for U.S. federal income tax
purposes (generally, property held for investment) and not held as part of a straddle, a hedge, a conversion
transaction or other integrated investment. This discussion is a summary intended for general information only,
and does not address all of the tax consequences that may be relevant to holders of notes in light of their
particular circumstances, or to certain types of holders (such as banks and other financial institutions, insurance
companies, tax-exempt entities, partnerships and other pass-through entities for U.S. federal income tax purposes
or investors who hold the notes through such pass-through entities, certain former citizens or residents of the
United States, “controlled foreign corporations,” “passive foreign investment companies,” traders in securities
that elect to use a mark-to-market method of accounting for their securities holdings, dealers in securities or
currencies, regulated investment companies, real estate investment rusts, corporations that accumulate earnings
to avoid U.S. federal income tax, persons subject to the alternative minimum tax, or U.S. Holders (as defined
below) whose functional currency is not the U.S. dollar). Moreover, this discussion does not describe any state,
local or non-U.S. tax implications, or any aspect of U.S. federal tax law other than income taxation. We have not
and will not seek any rulings or opinions from the Internal Revenue Service (“IRS”) or counsel regarding the
maiters discussed below. There can be no assurances that the IRS will not take positions concerning the tax
consequences of the purchase, ownership or disposition of the notes that are different from those discussed
below.

HOLDERS SHOULD CONSULT THEIR OWN TAX ADVISORS WITH RESPECT TO THE
PARTICULAR U.S. FEDERAL INCOME TAX CONSEQUENCES TO THEM OF THE ACQUISITION,
OWNERSHIP AND DISPOSITION OF THE NOTES AND THE TAX CONSEQUENCES UNDER
STATE, LOCAL, NON-U.S. AND OTHER U.S. FEDERAL TAX LAWS (INCLUDING ESTATE TAX
CONSEQUENCES) AND THE POSSIBLE EFFECTS OF CHANGES IN THE FEDERAL INCOME
TAX LAWS.

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

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

Payments of Interest. It is expected, and the rest of this discussion assumes, that the notes will be issued
without original issue discount for federal income tax purposes. Accordingly, a U.S. Holder must include in gross
income, as ordinary interest income, the stated interest on the notes at the time such interest accrues or is
received in accordance with the U.S. Holder’s regular method of accounting for U.S. federal income tax
purposes. If, however, the notes’ “stated redemption price at maturity” (generally, the sum of all payments
required under the note other than payments of stated interest) exceeds the issue price by more than a de minimis
amount, a U.S. Holder will be required to include such excess in income as original issue discount, as it accrues,
in accordance with a constant yield method based on a compounding of interest before the receipt of cash
payments attributable to this income. However, with respect to the new 2044 notes, U.S. holders may exclude
from income the portion of the interest payment paid on October 15, 2017 that relates to the period before the
date the new 2044 notes are issued (“pre-issuance accrued interest”). Any pre-issuance accrued interest received
by a U.S. holder with respect to a new 2044 note will reduce such U.S. Holder’s adjusted tax basis on the new
2044 note.

Amortizable bond premium. If you purchase a new 2044 note for an amount (excluding any amounts
allocated to pre-issuance accrued interest as described above) that exceeds the principal amount of the new 2044
note, you will be considered to have purchased the new 2044 note with “amortizable bond premium” equal in
amount to the excess. Generally, you may elect to amortize bond premium as an offset to stated interest income,
using a constant yield method, over the remaining term of the new 2044 note. If you elect to amortize bond
premium, you must reduce your adjusted tax basis in the new 2044 note by the amount of the bond premium used
to offset stated interest income as set forth above. An election to amortize bond premium applies to all taxable
debt obligations held or subsequently acquired by you on or after the first day of the first taxable year to which
the election applies and may be revoked only with the consent of the IRS. If you do not elect to amortize bond
premium, that premium will decrease the gain or increase the loss you would otherwise recognize on the
disposition of the new 2044 note.

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

Medicare Tax and Reporting Obligations. A U.S. person that is an individual or estate, or a trust that does
not fall into a special class of trusts that is exempt from such tax is subject to a 3.8% tax on the lesser of (1) the
U.S. person’s “net investment income” for the relevant taxable year and (2) the excess of the U.S. person’s
modified gross income for the taxable year over a certain threshold (which in the case of individuals will be
between $125,000 and $250,000 depending on the individual’s circumstances). Net investment income generally
includes interest income and net gains from the disposition of the notes, unless such interest income or net gains
are derived in the ordinary course of the conduct of a trade or business (other than a trade or business that
consists of certain passive or trading activities). A U.S. Holder that is an individual, estate or trust should consult
its tax advisor regarding the applicability of the Medicare tax to its income and gains in respect of its investment
in the notes.
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U.S. Holders who are individuals who hold certain foreign financial assets (which may include the notes)
are required to report information relating to such assets, subject to certain exceptions. Each U.S. Holder should
consult its own tax advisor regarding the effect, if any, of this reporting requirement on its ownership and
disposition of notes.

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

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

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

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

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

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

Information Reporting and Backap Withhelding

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

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

Payments of the proceeds of the sale or other disposition of the notes by or through a foreign office of a
U.S. broker or of a foreign broker with certain specified U.S. connections will be subject to information reporting
requirements, but generally not backup withholding, unless the broker has evidence in its records that the payee
is not a U.S. person and the broker has no actual knowledge or reason to know to the contrary. Payments of the
proceeds of a sale or other disposition of the notes by or through the U.S. office of a broker will be subject to
information reporting and backup withholding unless the payee certifies under penalties of perjury that itis not a
U.S. person or otherwise establishes an exemption, provided that the payor does not have actual knowledge or
reason to know that such certification is unreliable or that the conditions of the exemption are in fact not
satisfied.
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Any amount withheld under the backup withholding rules generally will be allowed as a refund or credit
against a Non-U.S. Holder’s U.S. federal income tax Hability, provided that the required information is timely
furnished to the IRS.

Foreign Account Tax Compliance Act

Under the Foreign Account Tax Compliance Act (“FATCA”), withholding taxes may apply to certain types
of payments made to “foreign financial institutions” (as specially defined in the Code) and certain other non-U.S.
entities. Specifically, a 30% U.S. federal withholding tax may be imposed on payments of interest and (after
December 31, 2018) gross proceeds from the disposition the notes made to a foreign financial institution or to a
non-financial foreign entity, unless (1) the foreign financial institution undertakes certain diligence and reporting,
(2) the non-financial foreign entity either certifies it docs not have any substantial U.S. owners or furnishes
identifying information regarding each substantial U.S. owner, or (3) the foreign financial institution or
non-financial foreign entity otherwise qualifies for an exemption from these rules. If the payec is a foreign
financial institution and is subject to the diligence and reporting requirements in clause (1) above, then, pursuant
to an agreement between it and the U.S. Treasury, it must, among other things, identify accounts held by certain
U.S. persons or U.S.-owned foreign entities, annually report certain information about such accounts, and
withhold 30% on certain payments to non-compliant foreign financial institutions and certain other account
holders. An applicable intergovernmental agreement regarding FATCA between the United States and a
non-U.S. entity’s jurisdiction may modify the general rules described above.
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UNDERWRITING

We are offering the notes described in this prospectus supplement through a number of underwriters. BNP
Paribas Securities Corp., Credit Agricole Securities (USA) Inc., J.P. Morgan Securities LLC, and Wells Fargo
Securities, LLC are acting as the representatives of the underwriters. We have eatered into a firm commitment
underwriting agreement with the representatives. Subject to the terms and conditions of the underwriting
agreement, we have agreed to sell to the underwriters, and each underwriter has severally agreed to purchase, the
aggregate principal amount of notes listed next to its name in the following table:

Principal Amouni of  Principal Amount of

m 2027 Notes New 2044 Notes
BNP Paribas Securities Corp. ......... $ 68,750,000 $ 34,375,000
Credit Agricole Securities (USA) Inc. .. 68,750,000 34,375,000
J.P. Morgan Securities LLC .......... 68,750,000 34,375,000
Wells Fargo Securities, LLC .......... 68,750,000 34,375,000
Mizuho Securities USALLC ......... 45,000,000 22,500,000
MUFG Securities Americas Inc. ....... 45,000,000 22,500,000
U.S. Bancorp Investments, Inc. .. ...... 45,000,000 22,500,000
BB&T Capital Markets, a division of
BB&T Securities, LLC ... B 22,500,000 11,250,000
CIBC World Markets Corp. .......... 22,500,000 11,250,000
Regions Securities LLC ,............ 22,500,000 11,250,000
TD Securities (USA)LLC ........... 22,500,000 11,250,000
Total ... .. i $500,000,000 $250,000,000

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

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

The underwriters have advised us that they propose initially to offer the notes to the public at the public
offering prices set forth on the cover of this prospectus supplement, and to certain dealers at such price less a
concession not in excess of 0.40% of the principal amount of the 2027 notes and 0.50% of the principal amount
of the new 2044 notes. The underwriters may allow, and such dealers may reallow, a concession not in excess of
0.25% of the principal amount of the 2027 potes and of 0.25% of the principal amount of the new 2044 notes to
certain other dealers. After the public offering of the notes, the public offering price and other selling terms may
be changed.

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

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

The 2027 notes are a new issue of securities with no established trading market. The notes will not be listed
on any securities exchange or on any automated dealer quotation system. The underwriters may make a market in
the notes after completion' of the offering, but will not be obligated to do so and may discontinue any market-
making activities at any time without notice. No assurance can be given as to the liquidity of the trading market
for the notes or that an active public market for the notes will develop. If an active public market for the notes
does not develop, the market price and liquidity of the notes may be adversely affected.
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In connection with the offering of the notes, certain of the underwriters may engage in transactions that
stabilize, maintain or otherwise affect the price of the notes. Specifically, the underwriters may over allot in
connection with the offering, creating a short position. In addition, the underwriters may bid for, and purchase,
the notes in the open market to cover short positions or to stabilize the price of the notes. Any of these activities
may stabilize or maintain the market price of the notes above independent market levels, but no representation is
made hereby of the magnitude of any effect that the transactions described above may have on the market price
of the notes. The underwriters will not be required to engage in these activities, but may engage in these
activities, or may end any of these activities, at any time without notice.

The underwriters and their respective affiliates are full service financial institutions engaged in various
activities, which may include securities trading, commercial and investment banking, financial advisory,
investment management, investment research, principal investment, hedging, financing and brokerage activities.
In the ordinary course of business, certain of the underwriters or their affiliates have provided and may in the
future provide commercial, financial advisory or investment banking services for us and our subsidiaries for
which they have received or will receive customary compensation. Certain of the underwriters are lenders under
our revolving credit facilities. Additionally, certain of the underwriters and/or their affiliates may hold debt
securities that we expect to pay at maturity with the net proceeds of this offering.

In the ordinary course of their various business activities, the underwriters and their respective affiliates may
make or hold a broad array of investments and actively trade debt and equity securities (or related derivative
securities) and financial instruments (including bank loans) for their own account and for the accounts of their
customers, and such investment and securities activities may involve securities and/or instruments of the issuer.
Certain of the underwriters or their affiliates that have a lending relationship with us routinely hedge, or may hedge,
their credit exposure to us consistent with their customary risk management policies. Typically, such underwriters
and their affiliates would hedge such exposure by entering into transactions which consist of either the purchase of
credit default swaps or the creation of short positions in our securities, including potentially the notes offered
hereby. Any such credit default swaps or short positions could adversely affect future trading prices of the notes
offered hereby. The underwriters and their respective affiliates may also make investment recommendations and/or
publish or express independent research views in respect of such securities or instruments and may at any time hold,
or recomuend to clients that they acquire, long and/or short positions in such securities and instruments.

Selling Restrictions
European Economic Area

, This prospectus suppiement has been prepared on the basis that any offer of notes in any Member State of
the European Economic Area (the “EEA”) will be made pursnant to an exemption under the Prospectus Directive
from the requirement to publish an Offering Memorandum for offers of notes. Accordingly any person making or
intending to make an offer in that Member State of notes which are the subject of the offering contemplated in
this prospectus supplement may only do so in circumstances in which no obligation arises for the Company or
any of the underwriters to publish a prospectus pursuant to Article 3 of the Prospectus Directive or supplement a
prospectus pursuant to Article 16 of the Prospectus Directive, in each case, in relation to such offer. Neither the
Company nor the underwriters have authorized, nor do they authorize, the making of any offer of notes in
circumnstances in which an obligation arises for the Company or the underwriters to publish or supplement a
prospectus for such offer. Neither the Company nor the underwriters have authorized, nor do they authorize, the
making of any offer of notes through any financial intermediary, other than offers made by the underwriters,
which constitute the final placement of the notes contemplated in this prospectus supplement.

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

* to any legal entity which is a qualified investor as a defined in the Prospectus Directive;

» to fewer than 150 natural or legal persons (other than qualified investors as defined in the Prospectus
Directive), as permitted under the Prospectus Directive subject to obtaining the prior consent of the
underwriters for any such offer; or

« in any other circumstances falling within Article 3(2) of the Prospectus Directive, provided that no
such offer of notes shall require the Company or any underwriter to publish a prospectus pursuant to
Article 3 of the Prospective Directive or supplement a prospectus pursnant to Article 16 of the
Prospectus Directive.

For purposes of the foregoing, (i) the expression an “offer of notes to the public” in relation to the notes in
any Member State means the communication in any form and by means of sufficient information on the terms of
the offer and the notes to be offered so as to enable an investor to decide to purchase or subscribe for the notes, as
the same may be varied in that Member State by any measure implementing the Prospectus Directive in that
Member State; (i) “Prospectus Directive” means Directive 2003/71/EC (and amendments thereto, including the
2010 PD Amending Directive, to the extent implemented in the Member State), and includes any relevant
implementing measure in each Member State; and (iii) “2010 PD Amending Directive” means Directive
2010/73/EU.

United Kingdom

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

Each agent represents and warrants, and each further agent appointed under the Program will be required to
represent and warrant, that:

() it has only communicated or caused to be communicated and will only communicate or cause to be
communicated an invitation or inducement to engage in investment activity (within the meaning of

Section 21 of the FSMA) received by it in connection with the issue or sale of any notes in circumstances in
which Section 21(1) of the FSMA does not apply to the issuer;

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

{¢) in relation to any notes which have a maturity of less than one year from their date of issue, (i) itisa
person whose ordinary activities involve it in acquiring, holding, managing or disposing of investments (as
principal or agent) for the purposes of its business and (ii} it has not offered or sold and will not offer or sell
any notes other than to persons whose ordinary activities involve them in acquiring, holding, managing or
disposing of investments (as principal or as agent) for the purposes of their businesses or who it is
reasonable to expect will acquire, hold, manage or dispose of investments (as principal or agent) for the
purposes of their businesses where the issue of the notes would otherwise constitute a contravention of
Section 19 of the FSMA by the issuer.
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Canada

The notes may be sold in Canada only to purchasers purchasing, or deemed to be purchasing, as principal
that are accredited investors, as defined in National Instrument 45-106 Prospectus Exemptions or subsection
73.3(1) of the Securities Act (Ontario), and are permitted clients, as defined in National Instrument 31-103
Registration Requirements, Exemptions and Ongoing Registrant Obligations. Any resale of the notes must be
made in accordance with an exemption from, or in a transaction not subject to, the prospectus requirements of
applicable securities laws. Securities legislation in certain provinces or territories of Canada may provide a
purchaser with remedies for rescission or damages if this prospectus supplement contains a misrepresentation,
provided that the remedies for rescission or damages are exercised by the purchaser within the time limit
prescribed by the securities legislation of the purchaser’s province or territory. The purchaser should refer to any
applicable provisions of the securities legislation of the purchaser’s province or territory for particulars of these
rights or consult with a legal advisor. Pursuant to section 3A.3 of National Instrument 33-105 Underwriting
Conflicts (NI 33-105), the underwriters are not required to comply with the disclosure requirements of NI 33-105
regarding underwriter conflicts of interest in connection with this offering.

Switzerland

Each agent has represented and agreed that: (a) it has not publicly offered, sold or advertised, and will not
publicly offer, sell or advertise, the notes in Switzerland, as such term is defined or interpreted under the Swiss
Code of Obligations (“CO™); (b) neither this prospectus supplement nor any documents related to the notes
constitute a prospectus within the meaning of art. 652a or art. 1156 CO; and it will not distribute the notes in or
from Switzerland, as such term is defined or interpreted under the Swiss Collective Investments Schemes Act
(“CISA™).

Singapore

Each agent has represented and agreed that the prospectus supplement has not been registered as a
prospectus with the Monetary Authority of Singapore. Accordingly, this prospectus supplement and any other
document or material in connection with the offer or sale, or invitation for subscription or purchase, of the notes
may not be circulated or distributed, nor may the notes be offered or sold, or be made the subject of an invitation
for subscription or purchase, whether directly or indirectly, to persons in Singapore other than (i) to an
institutional investor under Section 274 of the Securities and Futares Act, Chapter 289 of Singapore (the “SFA™),
(ii) to a relevant person pursuant to Section 275(1), or any person pursuant to Section 275(1A), and in accordance
with the conditions specified in Section 273, of the SFA or (iii) othérwise pursuant to, and in accordance with the
conditions of, any other applicable provision of the SFA.

‘Where the notes are subscribed or purchased under Section 275 of the SFA by a relevant person which is:
(a) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole business of
which is to hold investments and the entire share capital of which is owned by one or more individuals, cach of
whom is an accredited investor; or (b) a trust (where the trustee is not an accredited investor) whose sole purpose
is to hold investments and each beneficiary of the trust is an individuals who is an accredited investor, Securities
(as defined in Section 239(1) of the SFA) of that corporation or the beneficiaries” rights and interest (however
described) in that trust shall not be transferred within 6 months after that corporation or that trust has acquired the
notes pursuant to an offer made under Section 275 of the SFA except: (1) to an institutional investor or to a
relevant person defined in Section 275(2) of the SFA, or to any person arising from an offer referred to in
Section 275(1A) or Section 276(4)(1)(B) of the SFA; (2) where no consideration is or will be given for the
transfer; (3) when the transfer is by operation of law; (4) as specified in Section 276(7) of the SFA; or (5) as
specified in Regulation 32 of the Securities and Futures (Offers of Investments) (Shares and Debentures)
Regulations 2005 of Singapore.
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Japan

The notes have not been and will not be registered under the Financial Notes and Exchange Law of Japan
(Law No. 25 of 1948 of Japan, as amended, the FIEL) and each agent has agreed that it will not offer or sell any
notes, directly or indirectly, in Japan or to, or for the benefit of, any resident of Japan (which term as used herein
means any person resident in Japan, including any corporation or other entity organized under the laws of Japan
or having its main office in Japan, or a branch, agency or other office in Japan of a non-resident, irrespective of
whether it is legally authorized to represent its principal), or to others for reoffering or resale, directly or
indirectly, in Japan or to a resident of Japan, except for persons who are “qualified institutional investors” as
defined in the Cabinet Ordinance Concerning Definitions under Article 2 of the Financial Notes and Exchange
Law of Japan (Ordinance No. 14 of 1993 of the Ministry of Finance of Japan, as amended) or otherwise in
compliance with the FIEL and other applicable laws, regulations and governmental guidelines in Japan.

Taiwan

Each agent has represented and warranted that the offer of the notes has not been and will not be registered
with the Financial Supervisory Commission of Taiwan pursuant to relevant securities laws and regulations and
the notes may not be sold, issued or offered within Taiwan through a public offering or in a circumstance which
constitutes an offer within the meaning of the Securities and Exchange Act of Taiwan requiring registration or
approval of the Financial Supervisory Commission of Taiwan. Each agent has represented and warranted that no
person or entity in Taiwan has been authorized to offer, sell, give advice regarding or otherwise intermediate the
offering and sale of the notes in Taiwan.

Hong Kong

The notes may not be offered or sold by means of any document other than (i) in circumstances which do
not constitute an offer to the public within the meaning of the Companies Ordinance (Cap.32, Laws of Hong
Kong), or (i) to “professional investors” within the meaning of the Securities and Futures Ordinance (Cap.571,
Laws of Hong Kong) and any rules made thereunder, or (iii) in other circumstances which do not result in this
prospectus supplement being a “prospectus” within the meaning of the Companies Ordinance (Cap.32, Laws of
Hong Kong), and no advertisement, invitation or document relating to the notes may be issued or may be in the
possession of any person for the purpose of issue (in each case whether in Hong Kong or elsewhere), which is
directed at, or the contents of which are likely to be accessed or read by, the public in Hong Kong (except if
permitted to do so under the laws of Hong Kong) other than with respect to notes which are or are intended to be
disposed of only to persons outside Hong Kong or only to “professional investors” within the meaning of the
Securities and Futures Ordinance (Cap. 571, Laws of Hong Kong) and any rules made thereunder.

United Arab Emirates
FOR UNITED ARAB EMIRATES RESIDENTS ONLY

This prospectus supplement, and the information contained herein, does not constitute, and is not intended
to constitute, a public offer of securities in the United Arab Emirates and accordingly should not be construed as
such. The notes are only being offered to a limited number of sophisticated investors in the United Arab Emirates
(2) who are willing and able to conduct an independent investigation of the risks involved in an investment in
such notes and (b) upon their specific request. The notes have not been approved by or licensed or registered with.
the United Arab Emirates Central Bank, the Emirates Securities and Commodities Authority or any other
relevant licensing authorities or governmental agencies in the United Arab Emirates. This prospectus supplement
is for the use of the named addressee only and should not be given or shown to any other person (other than
employees, agents or consultants in connection with the addressee’s consideration thereof). No transaction will
be concluded in the jurisdiction of the United Arab Emirates.

S-26




CASE NO. 2017-00349
ATTACHMENT 2
TO AG DR NO. 1-40

LEGAL MATTERS

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

EXPERTS

The consolidated financial statements of Atmos Energy appearing in Exhibit 99.1 to Atmos Energy’s
Current Report on Form 8-K dated April 12, 2017 (including the schedule appearing therein) and the
effectiveness of Atmos Energy’s internal control over financial reporting as of September 30, 2016 appearing in
Atmos Energy’s Annual Report on Form 10-K for the year ended September 30, 2016 have been audited by
Ernst & Young LLP, independent registered public accounting firm, as set forth in their reports thereon, included
therein, and incorporated herein by reference. Such consolidated financial statements are incorporated herein by
reference in reliance upon such reports given on the authority of such firm as experts in accounting and auditing,

‘With respect to the unaudited condensed consolidated interim financial information of Atmos Energy for the
three-month periods ended December 31, 2016 and 2015 and the three- and six-month periods ended March 31,
2017 and 2016, incorporated by reference in this prospectus, Ernst & Young LLP reported that they have applied
limited procedures in accordance with professional standards for a review of such information. However, their
separate reports dated February 7, 2017 and May 4, 2017, included in Atmos Energy’s quarterly reports on Form
10-Q for the guarterly periods ended December 31, 2016 and March 31, 2017, respectively, and incorporated
hercin by reference, state that they did not audit and they do not express an opinion on that interim financial
information. Accordingly, the degree of reliance on their reports on such information should be restricted in light
of the limited nature of the review procedures applied. Emst & Young LLP is not subject to the liability
provisions of Section 11 of the Securities Act of 1933 (the “Act™) for their reports on the unaudited interim
financial information because those reports are not a “report” or a “part” of the Registration Statement prepared
or certified by Ernst & Young LLP within the meaning of Sections 7 and 11 of the Act.
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PROSPECTUS

energy
Atmos Energy Corporation

By this prospectus, we offer up to
$2,500,000,000

of debt securities and common stock.

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

Investiiag in these securities involves risks. See “Risk Factors” on page 2 of this
prospectus, in the applicable prospectus supplement and in the documents incorporated
by reference.

Our common stock is listed on the New York Stock Exchange under the symbol “ATQ.”

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

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

This prospectus is dated March 28, 2016.
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‘We have not authorized any other person to provide you with any information or to make any representation
that is different from, or in addition to, the information and representations contained in this prospectus or in any
of the documents that are incorporated by reference in this prospectus. We take no responsibility for, and can
provide no assurances as to the reliability of, any other information that others may give you or representations
that others may make. We are not making or soliciting an offer of any securities other than the securities
described in this prospectus and any prospectus supplement. You should assume that the information appearing
in this prospectus, as well as the information contained in any document incorporated by reference, is accurate as
of the date of each such document only, unless the information specifically indicates that another date applies,
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The distribution of this prospectus may be restricted by law in certain jurisdictions. You should inform
yourself about and observe any of these restrictions. This prospectus does not constitute, and may not be used in
connection with, an offer or solicitation by anyone in any jurisdiction in which the offer or solicitation is not
authorized, or in which the person making the offer or solicitation is not qualified to do so, or to any person to
whom it is unlawful to make the offer or solicitation.

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

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

*  our ability to continue to access the credit and capital markets to satisfy our liguidity requirements;

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

»  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, including commeodity 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 regulated distribution business;

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

+ the inability fo continue to hire and train and retain appropriate personnel;

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

»  possible 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 in this prospectus, any accompanying prospectus supplement
and our other filings with the Securities and Exchange Commission (the “SEC”).

Al of these factors are difficalt to predict and many are beyond our control. Accordingly, while we believe
our forward-looking statements to be reasonable, there can be no assurance that they will approximate actual
experience or that the expectations derived from them will be realized. When used in our documents or oral
presentations, the words “anticipate,” “believe,” “estimate,” “expect,” “forecast,” “goal,” “intend,” “objective,”
“plan,” “projection,” “seek,” “strategy” or similar words are intended to identify forward-looking statements. We
undertake no obligation to update or revise our forward-looking statements, whether as a result of new
information, future events or otherwise. ‘
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For additional factors you should consider generally and when evaluating these forward-looking statements,
please see “Risk Factors” below, “Item 1A. Risk Factors” and “Item 7. Management’s Discussion and Analysis
of Financial Condition and Results of Operations” in our Annual Report on Form 10-K for the fiscal year ended
September 30, 2015 and “Item 2. Management’s Discussion and Analysis of Financial Condition and Results of
Operations” in our guarterly report on Form 10-Q for the three-month period ended December 31, 2015. See also
“Incorporation of Certain Documents by Reference” on page 23 of this prospectus, as well as the applicable
prospectus supplement.

RISK FACTORS

Investing in our debt securities or our common stock involves risks. Our business is influenced by many
factors that are difficult to predict and beyond our control and that involve uncertainties that may materially
affect our results of operations, financial condition or cash flows, or the value of these securities. These risks and
uncertainties include those described in the risk factors and other sections of the documents that are incorporated
by reference in this prospectus. Subsequent prospectus supplements may contain a discussion of additional risks
applicable to an investment in us and the particular type of securities we are offering under the prospectus
supplements. You should carefully consider all of the information contained in or incorporated by reference in
this prospectus or in the applicable prospectus supplement before you invest in our debt securities or common
stock.

ATMOS ENERGY CORPORATION

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
customers. We also operate one of the largest intrastate pipelines in Texas based on miles of pipe.

Our nonregulated businesses provide natural gas management, marketing, transportation and storage
services to municipalities, local gas distribution companies, including certain of our natural gas distribution
divisions, and industrial customers principally in the Midwest and Southeast.

We operate through the following three segments:

» the regulated distribution segment, which includes our regulated natural gas 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
natural gas transmission, storage and other services.

SECURITIES WE MAY OFFER

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

*  debt securities, which we may issue in one or more series and which may include provisions regarding
conversion of the debt securities into our common stock; and

. commeon stock.
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The aggregate initial offering price of all securities sold will not exceed $2,500,000,000. We will determine
when we sell securities, the amounts of securities we will sell and the prices and other terms on which we will
sell them. We may sell securities to or through underwriters, through agents or dealers or directly to purchasers.
The offer and sale of securities by this prospectus is subject to receipt of satisfactory regulatory approvals in
three states, all of which have been received and are currently in effect.

Prospectus Supplements

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

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

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

+  the initial public offering price of the securities;

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

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

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

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

*  any other material information about the offering and sale of the securities.
For more details on the terms of the securities, you should read the exhibits filed with our registration
statement, of which this prospectus is a part. You should also read both this prospectus and the applicable

prospectus supplement, together with additional information described under the heading “Where You Can Find
More Information.”

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

RATIO OF EARNINGS TO FIXED CHARGES

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

Three Months :
Ended Year Ended
December 31, September 30,
2018 2014 2015 2014 2013 2012 2011
Ratio of earnings to fixed charges ................... 5.77 564 489 432 3.60 2.84 2.78
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For purposes of computing the ratio of earnings to fixed charges, earnings consists of the sum of our pretax
income from continuing operations and fixed charges. Fixed charges consist of interest expense, amortization of
debt discount, premium and expense, capitalized interest and a portion of lease payments considered to represent
an interest factor.

DESCRIPTION OF DEBT SECURITIES

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

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

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

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

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

General

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

You should read the prospectus supplement that will describe the following terms of the series of debt
securities offered by the prospectus supplement:

» the title of the debt securities and whether the debt securities will be senior debt securities ot .
subordinated debt securities;

= the ranking of the debt securities;
«  if the debt securities are subordinated, the terms of subordination;

«  the aggregate principal amount of the debt securities, the percentage of their principal amount at which
the debt securities will be issued, and the date or dates when the principal of the debt securities will be
payable or how those dates will be determined or extended;
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the interest rate or rates, which may be fixed or variable, that the debt securities will bear, if any, how
the rate of rates will be determined, and the periods when the rate or rates will be in effect;

the date or dates from which any interest will accrue or how the date or dates will be determined, the
date or dates on which any interest will be payable, whether and the terms under which payment of
interest may be deferred, any regular record dates for these payments or how these dates will be
determined and the basis on which any interest will be calculated, if other than on the basis of a 360-
day year of twelve 30-day months;

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

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

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

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

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

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

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

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

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

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

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

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

any provisions requiring us to pay Additional Amounts on the debt securities to any holder who isnot a
United States person in respect of any tax, assessment or governmental charge and, if so, whether we
will have the option to redeem the debt securities rather than pay the Additional Amounts;

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

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

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

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

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

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

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

Holders of Debt Securities

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

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

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

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

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

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

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

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

*  how it handles securities payments and notices;
+  whether it imposes fees or charges;
*  how it would handle a request for the holders’ consent, if ever required;

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

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

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

Global Securities

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

Each debt security issued in book-entry form will be represented by a global security that we deposit with
and register in the name of a financial institution or its nominee that we select. The financial institution that we
select for this purpose is called the depository. Unless we specify otherwise in the applicable prospectus
supplement, The Depository Trust Company, New York, New York, known as DTC, will be the depository for
all debt securities issued in book-entry form.
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A global security may not be transferred to or registered in the name of anyone other than the depository or
its nominee, unless special termination situations arise. We describe those situations below under “Special
Situations When a Global Security Will Be Terminated.” As a result of these arrangements, the depository, or its
nominee, will be the sole registered owner and holder of ail debt securities represented by a global security, and
investors will be permitted to own only beneficial interests in a global security. Beneficial interests must be held
by means of an account with a broker, bank or other financial institution that in turn has an account with the
depository or with another institution that does. Thus, if your security is represented by a global security, you
will not be a holder of the debt security, but only an indirect holder of a beneficial interest in the global security.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Covenants

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

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

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

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

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

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

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




CASE NO. 2017-00349
ATTACHMENT 2
TO AG DR NO. 1-40

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

“Non-Recourse Indebtedness” means, at any time, Indebtedness incurred after the date of the indenture by
us or a Restricted Subsidiary in connection with the acquisition of property or assets by us or a Restricted
Subsidiary or the financing of the construction of or improvements on property, whenever acquired, provided
that, under the terms of this Indebtedness and under applicable law, the recourse at the time and thereafter of the
lenders with respect to this Indebtedness is limited to the property or assets so acquired, or the construction or
improvements, including Indebtedness as to which a performance or completion guarantee or similar undertaking
was initially applicable to the Indebtedness or the related property or assets if the guarantee or similar
undertaking has been satisfied and is no longer in effect. Indebtedness which is otherwise Non-Recourse
Indebtedness will not lose its character as Non-Recourse Indebtedness because there is recourse to us, any
subsidiary of ours or any other person for (a) environmental or tax warranties and indemnities and such other
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representations, warranties, covenants and indemnities as are customarily required in such transactions or

(b) indemnities for and liabilities arising from fraud, misrepresentation, misapplication or non-payment of rents,
profits, insurance and condemnation proceeds and other sums actually received from secured assets to be paid to
the lender, waste and mechanics’ liens or similar matters.

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

“Restricted Subsidiary” means any Subsidiary the amount of Consolidated Net Tangible Assets of which
constitates more than 10% of the aggregate amount of Consolidated Net Tangible Assets of us and our
Subsidiaries.

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

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

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

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

“Subsidiary” of ours means:

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

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

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

»  the resulting entity, or the person to which such assets will have been sold or transferred, must agree to
be legally responsible for all our obligations relating to the debt securities and the indenture;

. the transaction must not cause a default or an Event of Default, or an event that with notice or lapse of
time or both would become an Event of Default, as described below;

+  the resulting entity, or the person to which such assets will have been sold or fransferred, must be
organized under the laws of the United States or one of the states or the District of Columbia; and

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

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

Modification or Waiver

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

Changes Requiring Approval. With the approval of the holders of at least a majority in principal amount of
all outstanding debt securities of each series affected (including any such approvals obtained in connection with a
tender or exchange offer for outstanding debt securities), we may make any changes, additions or deletions to any

provisions of the indenture applicable to the affected series, or modify the rights of the holders of the debt
securities of the affected series. However, without the consent of each holder affected, we cannot:

*  change the stated maturity of the principal of, any premium on, or the interest on a debt security;
»  reduce the principal amount, any premium on, or the rate of interest on a debt security;
*  change any of our obligations to pay Additional Amounts;

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

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

¢ change the place of payment of a debt security;

*  impair the holder’s right to sue for payment;

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

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

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

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

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

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

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

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

Events of Default

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

What is an Event of Default? The term “Event of Default” as to the debt securities of a series means any of
the following: ’

«  we do not pay interest on a debt security of the series within 30 days of its due date;
*  we do not pay the principal of or any premium, if any, on a debt security of the series at its maturity;

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

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

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

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

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

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

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

Remedies if an Event of Default Occurs. If an event of default has occurred and is continuing, the
trustee or the holders of at least 25 percent in principal amount of the debt securities of the affected series may
declare the entire principal amount and all accrued interest of all the debt securities of that series to be due and
immediately payable by notifying us, and the trustee, if the holders give notice, in writing. This is called a
declaration of acceleration of maturity.
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If the maturity of any series of debt securities is accelerated and a judgment for payment has not yet been
obtained, the holders of a majority in principal amount of the debt securities of that series may cancel the
acceleration if all events of defaulit other than the non-payment of principal or interest on the debt securities of
that series that have become due solely by a declaration of acceleration are cured or waived, and we deposit with
the trustee a sufficient sum of money to pay:

» all overdue interest on outstanding debt securities of that series;

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

* all interest on such overdue interest; and

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

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

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

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

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

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

+  the holders of a majority in principal amount of the debt securities must not have given the trustee a
direction inconsistent with the above notice during the 60-day period.

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

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

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

*  inrespect of a covenant that under the indenture cannot be modified or amended without the consent of

each holder affected.

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

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

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

Full Defeasance. If there 1s a change in U.S. federal tax law, as described below, we can legally release
ourselves from all payment and other obligations on the debt securities, called “full defeasance,” if we put in
place the following arrangements for you to be repaid:

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

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

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

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

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

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

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

Debt Securities Issued in Non-Global Form
If any debt securities cease to be issued in global form, they will be issued:
*  only in fully registered form; '
«  without interest coupons; and

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

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

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

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

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

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

Payment Mechanics

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

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

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

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

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

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

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

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

The Trustee Under the Indenture

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

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

DESCRIPTION OF COMMON STOCK

General

Our authorized capital stock consists of 200,000,000 shares of common stock, no par value, of which
102,208,340 shares were outstanding on March 24, 2016. Each of our shares of common stock is entitled to one
vote on all matters voted upon by shareholders. Our shareholders do not have comulative voting rights. Our
issued and outstanding shares of common stock are fully paid and nonassessable. There are no redemption or
sinking fund provisions applicable to the shares of our common stock, and such shares are not entitled to any
preemptive rights. Since we are incorporated in both Texas and Virginia, we must comply with the laws of both
states when issuing shares of our common stock.

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

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

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

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

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

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

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

»  approved the transaction either in advance of or subsequent to the 10 percent shareholder becoming a
10 percent shareholder.

The provisions of Article VI may not be amended, altered, changed, or repealed except by the affirmative
vote of at least 75 percent of the votes entitled to be cast thereon at a meeting of our shareholders duly calied for
consideration of such amendment, alteration, change, or repeal. In addition, if there is a 10 percent shareholder,
such action must also be approved by the affirmative vote of at least 75 percent of the outstanding shares of our
voting capital stock held by the shareholders other than the 10 percent shareholder.

Shareholder Proposals and Director Nominations. Our shareholders can submit shareholder proposals and
nominate candidates for the board of directors if the sharebolders follow the advance notice procedures described
in our bylaws.

Shareholder proposals (other than those sought to be included in our proxy statement) must be submitted to
our corporate secretary at least 60 days, but not more than 85 days, before the annual meeting; provided,
however, that if less than 75 days’ notice or prior public disclosure of the date of the annual meeting is given or
made to shareholders, notice by the shareholder to be timely must be received by our corporate secretary no later
than the close of business on the 25th day following the day on which such notice of the date of the annual
meeting was provided or such public disclosure was made. The notice must include a description of the proposal,
the shareholder’s name and address and the number of shares held, and all other information which would be
required to be included in a proxy statement filed with the SEC if the shareholder were a participant in a
solicitation subject to the SEC’s proxy rules, To be included in our proxy statement for an annual meeting, our
corporate secretary must receive the proposal at least 120 days prior to the anniversary of the date we mailed the
proxy statement for the prior year’s annual meeting.
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To nominate directors, shareholders must submit a written notice to our corporate secretary at least 60 days,
but not more than 85 days, before a scheduled meeting; provided, however, that if less than 75 days’ notice or
prior public disclosure of the date of the annual meeting is given or made to shareholders, such nomination shall
have been received by our corporate secretary no later than the close of business on the 25th day following the
day on which such notice of the date of the annual meeting was mailed or such public disclosure was made. The
notice must include the name and address of the shareholder and of the shareholder’s nominee, the number of
shares held by the shareholder, a representation that the shareholder is a holder of record of common stock
entitled to vote at the meeting, and that the shareholder intends to appear in person or by proxy to nominate the
persons specified in the notice, a description of any arrangements between the shareholder and the shareholder’s
nominee, information about the shareholder’s nominee required by the SEC and the written consent of the
shareholder’s nominee to serve as a director.

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

PLAN OF DISTRIBUTION

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

»  through agents;

*  to or through underwriters;
-« through dealers;

»  directly by us to purchasers;

*  in “at the market offerings,” within the meaning of Rule 415(a)(4) of the Securities Act; or

«  through a combination of any such methods of sale.

We, direéﬂy or through agents or dealers, may sell, and the underwriters may resell, the securities in one or

more transactions, including:

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

*  in the over-the-counter market;
*  innegotiated transactions; or

»  through a combination of any such methods of sale.

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

We may designate underwriters or agents to solicit purchases of shares of our common stock for the period
of their appointment and to sell securities on a continuing basis, including pursuant to “at-the-market offerings.”
We will do so pursuant to the terms of a distribution agreement between us and the underwriters or agents. If we
engage in at-the-market sales pursuant to a distribution agreement, we will issue and sell the shares to or through
one or more underwriters or agents, which may act on an agency basis or on a principal basis. During the term of
any such distribution agreement, we may sell shares on a daily basis in exchange transactions or otherwise as we
agree with the underwriters or agents. The distribution agreement may provide that any shares of our common
stock sold will be sold at prices related to the then prevailing market prices for our securities. Therefore, exact
figures regarding net proceeds to us or commissions to be paid are impossible to determine and will be described
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in a prospectus supplement. The terms of each such distribution agreement will be set forth in more detail in a
prospectus supplement to this prospectus. To the extent that any named underwriter or agent acts as principal
pursuant to the terms of a distribution agreement, or if we offer to scll shares of our common stock through
another broker dealer acting as underwriter, then such named underwriter may engage in certain transactions that
stabilize, maintain or otherwise affect the price of our shares. We will describe any such activities in the
prospectus supplement relating to the transaction. To the extent that any named broker dealer or agent acts as
agent on a best efforts basis pursuant to the terms of a distribution agreement, such broker dealer or agent will
not engage in any such stabilization transactions.

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

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

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

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

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

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

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

EXPERTS

The consolidated financial statements of Atmos Energy appearing in our Annual Report (Form 10-K) for the
fiscal year ended September 30, 2015 (including the schedule appearing therein), and the effectiveness of Atmos
Energy’s internal controi over financial reporting as of September 30, 2015 have been audited by Ernst & Young
LLP, independent registered public accounting firm, as set forth in their reports thereon, included therein, and
incorporated herein by reference. Such consolidated financial statements are incorporated herein by reference in
reliance upon such reports given on the anthority of such firm as experts in accounting and auditing.

With respect to the unaudited condensed consolidated interim financial information of Atmos Energy for the
three-month periods ended December 31, 2015 and 2014, incorporated by reference in this Prospectus, Emnst &
Young LLP reported that they have applied limited procedures in accordance with professional standards for a
review of such information. However, their separate report dated February 2, 2016, included in Atmos Energy’s
Quarterly Report on Form 10-Q for the quarterly period ended December 31, 2015, and incorporated herein by
reference, states that they did not andit and they do not express an opinion on that interim financial information.
Accordingly, the degree of reliance on their report on such information should be restricted in light of the limited
nature of the review procedures applied. Ernst & Young LLP is not subject to the lability provisions of
Section 11 of the Securities Act of 1933 (the “Act”) for their report on the unandited interim financial
information because that report is not a “report” or a “part” of the Registration Statement prepared or certified by
Ernst & Young LLP within the meaning of Sections 7 and 11 of the Act.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the Securities and
Exchange Commission under the Securities Exchange Act of 1934, as amended (the “Exchange Act”). You may
read and copy this information at the Public Reference Room of the SEC, 100 F Street, N.E., Washington, D.C.
20549, at prescribed rates. You may obtain information on the operation of the Public Reference Room by calling
the SEC at 1-800-SEC-0330.

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

You can also inspect reports, proxy statements and other information about us at the offices of the New
York Stock Exchange, Inc., 11 Wall Street, New York, New York 10005.

We have filed with the SEC a registration statement on Form S-3, of which this prospectus is a part, which
registers the securities we are offering, The registration statement, including the attached exhibits and schedules,
contains additional relevant information about us and the securities offered. The rules and regulations of the SEC
allow us to omit certain information included in the registration statement from this prospectus.
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INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The SEC allows us to “incorporate by reference” information in this prospectus that we have filed with it.
This means that we can disclose important information to you by referring you to another document filed
separately with the SEC. The information incorporated by reference is considered to be part of this prospectus,
except for any information that is superseded by information that is included directly in this prospectus or the
applicable prospectus supplement relating to an offering of our securities.

We incorporate by reference into this prospectus the documents listed below and any future filings we make
with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act prior to the termination of our
offering of securities. These additional documents include periodic reports, such as annual reports on Form 10-K
and quarterly reports on Form 10-Q, and current reports on Form 8-K (other than information furnished under
Items 2.02 and 7.01 or corresponding information furnished under Item 9.01 as an exhibit, which is deemed not
to be incorporated by reference in this prospectus), as well as proxy statements (other than information identified
in them as not incorporated by reference). You should review these filings as they may disclose a change in our
business, prospects, financial condition or other affairs after the date of this prospectus.

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

*  Qur apnual report on Form 10-K for the year ended September 30, 2015;
*  Qur quarterly report on Form 10-Q for the three-month period ended December 31, 2015;

*  Qur current reports on Form 8-K filed with the SEC on October 1, 2015, November 4, 2015 (Item 5.02
only), February 5, 2016 and February 29, 2016; and

*  The following pages and captioned text contained in our definitive proxy statement for the annual
meeting of shareholders on February 3, 2016 and incorporated into our annual report on Form 10-K:
pages 9 through 13 under the captions “Corporate Governance and Other Board Matters —
Independence of Directors” and “— Related Person Transactions; ” pages 14 through 17 under the
captions “Corporate Governance and Other Board Matters — Committees of the Board of Directors,”
“— Independence of Audit Committee Members, Financial Literacy and Audit Committee Financial
Experts,” and “— Other Board and Board Committee Matters — Human Resources Committee
Interlocks and Insider Participation;” page 19 through 25 under the caption “Proposal One —
Election of Directors — Nominees for Director;” pages 25 to 28 under the caption “Director
Compensation;” pages 29 to 31 under the caption “Beneficial Ownership of Common Stock;” page 41
under the caption “Proposal Four — Ratification of Appointment of Independent Registered Public
Accounting Firm — Audit Committee Pre-Approval Policy;” page 45 under the caption “Human
Resources Committee Report;” pages 46 through 59 under the caption “Compensation Discussion and
Analysis;” and pages 60 through 75 under the caption “Named Executive Officer Compensation.”

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

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

Atmos Energy Corporation
1800 Three Lincoln Centre
5430 LBJ Freeway '
Dallas, Texas 75240
Attention: Susan Giles
(972) 934-9227

Our website is www.atmosenergy.com; any information on or connected to our website is not part of this
prospectus.

23




CASE NO. 2017-00349
ATTACHMENT 2
TO AG DRNGC, 1-40

$750,000,000

Atmos Energy Corporation

$500,000,000 3.000% Senior Notes due 2027
$250,000,000 4.125% Senior Notes due 2044

PROSPECTUS SUPPLEMENT

Joint Book-Running Managers

BNP PARIBAS  Credit Agricole CIB  J.P. Morgan  Wells Fargo Securities
Mizuho Securities MUFG US Bancorp

Co-Managers
BB&T Capital Markets CIBC Capital Markets Regions Securities LLC  TD Securities

June 5, 2017




1-41



Case No. 2017-00349
Atmos Energy Corporation, Kentucky Division
AG DR Set No. 1
Question No. 1-41
Page 1 of 1

REQUEST:

Provide all supporting documentation used and relied upon by Dr. Vander Weide in the
preparation of his Direct Testimony and exhibits.

RESPONSE:

Please see Attachment 7 to the Company's response to Staff DR No. 1-64 for Dr. Vander
Weide's workpapers.

Respondent:. James Vander Weide
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Case No. 2017-00349
Atmos Energy Corporation, Kentucky Division
AG DR Set No. 1
Question No. 1-42
Page 1 of 1

REQUEST:

Provide all bond rating agency reports (Standard and Poor’s, Moody'’s, Fitch) on Atmos
Energy from 2015 through the most recent month in 2017.

RESPONSE:

Please see Attachment 1. |

ATTACHMENT:

ATTACHMENT 1 - Atmos Energy Corporation, AG_1-42_Att1 - Rating Agency Reports
Jan'15-Nov'17 .pdf, 75 Pages.

Respondent: Joe Christian |
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Mooby’s
INVESTORS SERVICE

Credit Opinion: Atmos Energy Corporation

Global Credit Research - 17 Mar 2015

Dallas, Texas, United States

Category Moody's Rafing
Outlock Stable
Senior Unsecured A2
Subordinate Shelf {(P)A3
Bkd Commercial Paper P-1

Analyst Phone
Jairo Chung/New York City 212.553.5123
William L. Hess/New York City 212.553.3837

[1]Atmos Energy Corporation

1213172014(L) 9/30/2014  9/30/2013  9/30/2012  9/30/2011
CFO pre-WC + Interest / Interest 6.9x 6.7x 5.8x 4.8x 4.8x
CFO pre-WC / Debt - 25.3% 28.0% 22.4% 21.5% 22.5%
CFO pre-WC - Dividends / Debt 20.6% 23.0% 18.2% 17.1% 18.2%
Debt / Capitalization 43.0% 39.9% 45.1% 45.9% 47.3%

[1] All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-
Financial Corporations. Source: Moody's Financial Metrics

Note: For definitions of Moody's most common ratio terms please see the accompanying User's Guide.

Rating Drivers

- Diverse array of generally supportive regulatory jurisdictions
~ Low business risk operations

- Consistent financial performance with stable credit metrics
Corporate Profile

Atmos Energy Corporation (Atmos; A2 senior unsecured, stable), headquartered in Dallas, Texas, is comprised of
three business segments. Atmos’ largest segment is regulated natural gas local distribution companies (LDC) with
operations in eight states (Texas, Louisiana, Mississippi, Tennessee, Kansas, Colorado, Kentucky, and Virginia),
serving over 3.1 million customers. it accounted for approximately 59% of the company's 2014 net income. The
second segment is its pipeline and storage operations, with Atmos owning and operating over 5,400 miles of intra-
state pipeline in Texas. The Atmos Pipeline Texas (APT) division is one of the largest infra-state pipeline
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operations in the state and transports natural gas to Atmos' Mid-Tex Division and other third parties, as well as
managing five natural gas reservoirs, APT accounted for 30% of the company’s 2014 net income. Atmos' third
segment engages in natural gas management, fransmission, storage and other services in the non-regulated
sector primarily in the Midwest and Southeast regions. While this segment's net income contribution in 2014 was
only 11%, we note the higher level of operational and commodity risk given the non-regulated nature of its
business.

Rating Rationale

Atmos' rating is supported by the low risk of its LDC operations in mostly in constructive regulatory jurisdictions,
good operating history, consistent credit metrics, and a conservative management approach. We expect Atmos to
continue managing its non-regulated segment conservatively and maintaining it as a minor part of its larger
regulated business profile.

Detailed Rating Considerations
- Diverse array of generally supportive regulatory jurisdictions

Atmos has operations in credit supportive regulatory jurisdictions, where it is given opportunities to recover its
costs and earn reasonable returns on a timely basis. Furthermore, Atmos benefits from the diversity of its
regulatory jurisdictions as it operates in eight states. Approximately 70% of Atmos' asset base is located in Texas,
where we view the regulatory environment to be constructive. Texas has a regulatory framework which supports
and incentivizes investment in system reliability and safety while reducing recovery lag. The regulatory
environment in Louisiana and Mississippi, where Atmos has its two next largest operations, also have credit
supportive regulatory frameworks.

Atmos has been successful in increasing and stabilizing its regulated margins through rate increases and rate
design improvements. Atmos has addressed much of its regulatory lag through numerous and continual rate filings
that have led to regular rate adjustments, outside of base rate cases, for relatively small amounts spread over its
many jurisdictions. Such mechanisms increase the certainty of obtaining timely rate relief while reducing the
company's exposure to an adverse rate decision. As a result, approximately 91% of the company's capital
spending is expected to be recovered within 6 months, a credit positive. In 2015, Atmos plans to make 18-20
filings for rate increases, targeting to achieve total rate increases ranging from $105 million o $125 million during
the year,

- Low business risk operations

Being predominantly regulated, Atmos is characterized by low business risk with core LDC operations in eight
states and a tariff-based pipeline in Texas (mostly serving its affiliate Mid-Tex). Atmos benefits from having
constructive rate making mechanisms which further reduce uncertainty and provide greater fransparency. For
example, Atmos utilizes weather normalization adjustments (WNA), which mitigate risks and costs the company
may encounter due to weather that is above or below normal. This adjustment allows Atmos to either increase or
decrease customers' bills o offset the effect of gas usage due to abnormal weather. Another mechanism example
includes Atmos' Purchased Gas Adjustment mechanism (PGA), which allows the company to pass through
purchased gas costs fo the customers, insulating the company from gas price fluctuation risks. Other
mechanisms approved for Atmos include annual adjustment mechanisms in half of their states (mainly its larger
service territories) and infrastructure enhancement mechanisms in 6 out of the 8 states. These mechanisms result
in greater fransparency in cash flows and accelerated recavery of capital spending; all credit positive.

In fiscal 2014, Atmos invested $835.3 million primarily on safety and refiability of which approximately 70% was in
Texas. The company plans to utiize a combination of its regulatory mechanisms to recover costs associated with
an escalated capital expenditure program through 2018. Such mechanisms include the Gas Reliability
Infrastructure Program (GRIP) and Rule 8.209 in Texas, and the Rate Stabilization Clause (RSC) in Louisiana, all
which allow for faster recovery of capital invested in infrastructure safety and reliabifity. More specifically, the RSC
is a rate design change allowing for deferred asset treatment on infrastructure spending, thus reducing associated
regulatory lag in a previously lagging regulatory environment.

Atmos is expected to invest between $900 million and $1.1 billion annually from 2015 through 2018. Given the
company's large amount of organic investment opportunities for the medium to long-term, capital expenditure
investment has yet to peak and will be funded through a combination of internally generated cash flows, long-term
debt and issuance of equity fo preserve their current equity to debt capital structure.
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Gas marketing is Atmos' riskiest business segment as it is exposed to commodity price, basis, counterparty, and
other risks. As a management strategy, Atmos has been de-emphasizing its unregulated operations through
Atmos Energy Holdings (AEH) and focusing on its predominantly low risk regulated LDC. During fiscal 2014, AEH
contributed a higher than normal level of earnings of approximately $32 million, or 11% of consolidated net income.
These higher earnings were primarily due to the colder than normal weather, which is not expected to be repeated.
AEH's contribution normally ranges from 3%-5% of consdlidated net income. Based on Atmos' management and
the strategy being deployed at AEH, we expect AEH to continue to be a minor earnings contributor and Atmos to
maintain AEH's current risk and business profile. We expect minimal capital investment from Atmos to support
AEH, a credit positive.

- Conslstent financial performance with stable credit metrics

QOver the years, Atmos has been accruing sufficient rate increases to sustain a modest but steady improvement in
its credit metrics. During fiscal 2014, Atmos received approval for $83.3 million in annual rate increases. As of
December 31, 2014, Atmos had received about $5.3 million in additional rate relief and had seven rate proceedings
pending for a cumulative $54.1 million of potential additional annual operating income.

Atmos' baseline cash flow from operations before working capital changes (CFO pre-WC) has been in the $650 -
$700 million range. In the last twelve months ended December 2014, the company generated CFO pre-WC of
$824 milfion, up from the $688 million in fiscal year 2013, resulting in CFO pre-WC to debt of 25.3%. Based on the
robust capital investments with shorter regulatory lag, we expect the company's baseline CFO pre-WC to
increase to a range of around $800 million. Furthermore, we expect Atmos to maintain key credit metrics
cansistent with the mid A range under the Low Business Risk scale in our regulated utilities rating methodology
grid. For example, we expect CFO pre-WC to debt and retained cash flow (RCF) to debt to range from 22%-25%
and 19%-21%, respectively.

Liquidity Profile

Atmos' liquidity is good for the company's working cash flow needs and it maintains a short-term rating for
commercial paper of P-1.

At December 31, 2014, Atmos had approximately $124 million of cash on hand. The company had capital
spending of $916 miillion primarily on reliability and safety, paid dividends of $152 million for the twelve months
ended December 31, 2014, and reported cash from operations of $733 miillion for the same time period.

In August 2014, Atmos amended $950 million unsecured credit facility to increase it to $1.25 billion and extended
the terms to August 2019. As before, the company kept the accordion feature on the credit faciity, which would
increase borrowing capacity to $1.5 billion, if utilized. In total, Atmos had $550.9 milfion outstanding under its credit
facilities at December 31, 2014. Atmos must maintain a debt to fotal capitalization ratio below 70% in order to
borrow under this facility and was in compliance (51%) at December 31, 2014.

Atmos Energy Marketing maintains two 364-day bilateral credit facilities: a $25 miflion unsecured facility and a $15
million revolving credit facility. These facliities will expire in December 2015. At December 31, 2014, AEM had $8.9
million outstanding under these bilateral credit facilities. Lastly, Atmos Energy Holdings holds a $500 million
intercompany demand credit facility with Atmos.

Atmos has $250 million of debt maturing in 2017 and another $450 million due in 2019,
Rating Outlook

The stable outlook is based on Atmos’ low risk, regulated activities that produce a consistent financial
performance and the expectation that the company will continue to maintain adequate liquidity resources. The
outlook also assumes that the credit metrics will be sustained around current levels, for example, CFO pre-WC to
debt in the low to mid 20% range.

What Could Change the Rating - Up

Ifthe company is able to further strengthen and sustain a stronger financial profile and credit metrics (including
CFO pre-WC to debt above 25%), a rating upgrade could be considered.

What Could Change the Rating - Down

A sustained deterioration in Atmos' credit profile and metrics (including CFO pre-WC to debt in the high teens)
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could result in a rating downgrade. In addition, M&A activity or other strategic activities that result in higher
financial and business risks could also affect the rating negatively.

Atmos Energy Corporation

Regulated Electric and Gas Utilities Industry | CurrentLTM [3]Moody’s 12-18 Month

Grid [1][2] 12/31/2014 Forward ViewAs of 3/10/2015
Factor 1 ; Regulatory Framework (25%) Measwre  |Score Measure Score
a) Legislative and Judicial Underpinnings of A A . A A
the Regulatory Framework

b) Consistency and Predictability of Aa Aa Aa Aa
Regulation

Factor 2 : Ability to Recover Costs and Eamn

Returns (25%}

a) Timeliness of Recovery of Operating and A A A A
Capital Costs

b) Sufficiency of Rates and Returns Baa Baa Baa Baa
Factor 3 : Diversification (10%)

a) Market Position A A A A
b) Generation and Fuel Diversity N/A N/A N/A N/A
Factor 4 : Financial Strength {40%)

a) CFO pre-WC + Interest / Interest (3 Year 5.9x A 6x - 8x Aa
Avg)

b) CFO pre-WC / Debt (3 Year Avg) 22.1% A 23% - 27% A
c) CFO pre-WC - Dividends / Debt (3 Year 17.9% A 18% - 21% A
Avg)

d) Debt / Capitalization (3 Year Avg) 45.5% A 38% - 43% A
Rating:

Grid-Indicated Rating Before Notching AZ ’ A2
Adjustment

HoldCo Structural Subordination Notching 0 0

a) Indicated Rating from Grid A2 A2
b) Actual Rating Assigned A2 A2

[1]1 All ratios are based on 'Adjusted’ financial data and incorporate Moody's Global Standard Adjustments for Non-
Financial Corporations. [2] As of 12/31/2014(L); Source: Moody's Financial Metrics [3] This represents Moody's
forward view; not the view of the issuer; and unless noted in the text, does not incorporate significant acquisitions
and divestitures.

This publication does not annaunce a credit rating action. For any credit ratings referenced in this publication,
please see the ratings tab on the issuer/entity page on http://www.moodys.com for the most updated credit rating
action information and rating history.
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© 2015 Moody’s Corporation, Moody’s Investors Service, Inc., Moody s Analytics, Inc. and/or their licensors and
affiliates {collectively, “MOODY’S”). All rights reserved.
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(“MIS”) ARE MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES,
CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH
PUBLICATIONS PUBLISHED BY MOODY’S (*MOODY'S PUBLICATIONS”) MAY INCLUDE MOODY'S
CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS,
OR DEBT OR DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY
MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE
VOLATILITY. CREDIT RATINGS AND MOODY’S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY'S PUBLICATIONS MAY ALSO INCLUDE
QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR
COMMENTARY PUBLISHED BY MOODY'S ANALYTICS, INC. CREDIT RATINGS AND MOODY'S
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT
RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY'S
PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR
INVESTOR, MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY'S PUBLICATIONS WITH
THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS
OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.

MOODY'S CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL
INVESTORS AND IT WOULD BE RECKLESS FOR RETAIL INVESTORS TO CONSIDER MOODY'S CREDIT
RATINGS OR MOODY’S PUBLICATIONS IN MAKING ANY INVESTMENT DECISION. IF IN BOUBT YOU
SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSCEVER, BY ANY PERSON
WITHOUT MOODY'S PRIOR WRITTEN CONSENT.

All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable.
Because of the possibility of human or mechanical error as well as other factors, however, all information contained
herein is provided “"AS 13" without warranty of any kind. MOODY'S adopts all necessary measures so that the
information it uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be
reliable including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and
cannot in every instance independently verify or validate information received in the rating process or in preparing
the Moody's Publications.

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors
and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or incidental losses or
damages whatsoever arising from or in connection with the information contained herein or the use of or inability to
use any such information, even if MOODY'S or any of its directors, officers, employees, agents, representatives,
licensars or suppliers is advised in advance of the possibility of such losses or damages, including but not limited
to: {a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial
instrument is not the subject of a particular credit rating assigned by MOODY'S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors
and suppliers disclaim liability for any direct or compensatory losses or damages caused to any person or entity,
including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability
that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the
control of, MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers,
arising from or in connection with the information contained herein or the use of or inability to use any such
information,

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER
OPINION OR INFORMATION IS GIVEN OR MADE BY MOCODY'S IN ANY FORM OR MANNER
WHATSOEVER.
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Moody’s investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCQ”),
hereby discloses that most issuers of debt securities (including corporate and municipal bonds, debentures, notes
and commercial paper) and preferred stock rated by Moody's Investors Service, Inc. have, prior to assignment of
any rating, agreed to pay to Moody’s Investors Service, Inc. for appraisal and rating services rendered by it fees
ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and procedures to address
the independence of MIS's ratings and rating processes. Information regarding certain affifiations that may exist
between directors of MCO and rated entities, and between entities who hold ratings from MiS and have also
publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading “Investor Relations — Corporate Governance — Director and Shareholder
Affiliation Policy.”

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services
License of MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61 003 399 657AFSL 336369 and/or
Moody's Analytics Australia Pty Lid ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended
to be provided only to "wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By
continuing to access this document from within Australia, you represent to MOODY'S that you are, or are
accessing the document as a representative of, a “wholesale client” and that neither you nor the entity you
represent will directly or indirectly disseminate this document or ifs contents to “retail clients” within the meaning of
section 761G of the Corporations Act 2001. MOODY’S credit rating is an opinion as to the creditworthiness of a
debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to
retail clients. i would be dangerous for “retail clients” to make any investment decision based on MOODY'S credit
rating. ¥ in doubt you should contact your financial or other professional adviser.

For Japan only: MOODY'S Japan K.K. {"MJKK") is a wholly-owned credit rating agency subsidiary of MOODY'S
Group Japan G.K., which is wholly-owned by Moocdy's Overseas Holdings Inc., a whaolly-owned subsidiary of
MCO. Moody's SF Japan K.K. ("MSFJ”) is a wholly-owned credit rating agency subsidiary of MUKK. MSFJ is not a
Nationally Recognized Statistical Rating Organization (“NRSRO”). Therefore, credit ratings assigned by MSFJ are
Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an entity that is not a NRSRO and,
caonsequently, the rated obligation will not qualify for certain types of treatment under U.S. laws. MJKK and MSFJ
are credit rating agencies registered with the Japan Financial Services Agency and their registration numbers are
FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and
municipal bonds, debentures, notes and commercial paper) and preferred stack rated by MJKK or MSFJ (as
applicable) have, prior to assignment of any rating, agreed to pay to MJKK or MSFJ (as applicable) for appraisal
and rating services rendered by it fees ranging from JPY200,000 to approximately JPY350,000,000.

MJKK and MSFJ also maintain policies and procedures fo address Japanese regulatory requirements.
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Key Rating Drivers

Positive Outlook: The Positive Outlook reflects Atmos Energy Corporation's (Atmos) strong
credit metrics, constructive regulatory environment, and growing energy-based economy.

Strong Credit Metrics: Even though the large capex program at the regulated utility will
modestly pressure leverage credit metrics, Fitch Ratings expects Atmos’ rating profile to remain
strong for the current rating category throughout the forecast period. Fitch expects
debt/EBITDAR, FFO-adjusted leverage and FFO fixed-charge coverage to average 3.5x, 3.5x
and 5.75x, respectively, over the next three years.

High Growth Market Area: Atmos derives 65%—70% of operating income from Texas, which
has been a high-growih market benefitting from population and employment growth, new
household formations and high energy-related investments related to shale development. The
slowdown in oil and gas activity could temper the growth a bit but at this time, Fitch does not
expect the impact to be material.

Constructive Regulatory Environment: Fitch expects Atmos’ regulatory environment to
remain constrictive and notes a blended ailowed return on equity (ROE) of 10.4% across all its
jurisdictions. Atmos’ Texas distribution system currently has an allowed ROE range of
10.1%~10.5%, and Atmos' Texas pipeline system has a current authorized ROE of 11.8%,
which is favorable compared to peers.

Stable Earnings and Cash Flows: Several regulatory mechanisms, including annual rate-
making, weather normalization, purchased gas cost adjustments and infrastructure recovery
mechanisms (IRM), are present in most of Atmos’ local distribution company (LDC) utility
jurisdictions, which reduce regulatory lag and result in stable earnings and cash flows.

Large Distribution Capex Program: Fitch expects EBITDAR growth to average 7% per
annum through 2018, driven by annual capital investments of $900 million—$1.1 billion, levels
approximately 43% higher than the preceding four years. Due to the large capex program,
Atmos will be moderately FCF negative through 2018. Atmos’ various IRMs will reduce
regulatory fag and provide a timely return on invested capital and, notably, Atmos will begin to
earn on 96% of 2015 capital expenditures within one year.

Small Non-Regulated Operations: Atmos’ regulated distribution and pipeline segments
comprfsed 89% of net income for 2014, with Atmos’ unregulated gas marketing and storage
operations accounting for the remainder. Atmos' unregulated operations are conducted through
Atmos Energy Holdings, inc. (AEH), its wholly owned subsidiary, which Fitch expects fo remain
a small part of consolidated operations.

Rating Sensitivities

Positive Rating Action: Achieving and maintaining {otal adjusted debt/EBITDAR of 3.25x or
below; or maintaining consolidated leverage consisient with regulatory approved capital
structures could lead to a positive action.

Negative Rating Action: Failure to maintain the present capital structure while pursuing an
elevated capex program; expansion of non-regulated business activities; or an unexpected
adverse regulatory decision could lead to a negative action.

www.fitchratingé.com

Aprit 13, 2015
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Financial Overview

Liquidity and Debt Structure

Credit Facility Availability — Atmos Energy Corporation
($ Mil.,, As of Dec. 31, 2014)

Credit Facility Amount Available Under

Type Expiration Amount Borrowings LOC CP Revolving Credit Facility

Unsecured April 2015

Total
Availability 759
Note: Atmos Energy can upsize its $1.25 billion credit facility to $1.5 billion pending approval of the bank group. Credit

facilities subject to maximum debt to capitalization covenant of 70%. LOC — Letter of credit. CP — Commercial paper.
Source: Company reports. :

Atmos maintains approximately $883 million of available liquidity as of Dec. 31, 2014, through
credit facilities that collectively provide $1.3 hillion of borrowing capacity and approximately
$124 million of unrestricted cash and cash equivalents. The credit facilities are primarily used
for working capital needs, and borrowings are typically concentrated during the winter heating
season. The credit facilities are subject to a maximum debt/capitalization covenant of 70%, and
Atmos was in compliance as of Dec. 31, 2014, with a debt/capitalization ratio of 49.5%.

Total Debt and Leverage
szmmssen Total Adjusted Debt (LHS)

Debt Maturities and Liquidity

($ Mil., As of Dec. 31, 2014)

($ MiL) wmansees Dept/EBITDAR (RHS)

4,000 poe e

®

3,000
2,000

1,000

Q

2010 2011 2012 2013 2014

Source: Company data, Fitch.

Source: Company data, Fitch,

Debt maturities are manageable over the next five years and include $250 million of unsecured
notes maturing in 2017 and $450 million of unsecured notes maturing in 2019. Fitch expects
these maturities to be refinanced upon expiry.

Atmos Energy Corporation
April 13, 2016




Atmos Energy Corporation
Capital Structure

‘($ Mil., As of Dec. 31, 2014

Common Eqmtyn' otal Capxtal (%) 50.5

Source: Fitch model.

Cash Flow Analysis

Atmos exhibited a balanced capital structure as of Dec. 31, 2014, with a debt/capitalization
ratio of 49.5%, in line with management’s target of 50%-55%.

CFO and Cash Use

#CFO m Capex # Dividends
($ Mil)
1,000

800

600

400

200

o]

2010 2011 2012 2013 2014

Source: Company data, Fitch,

Due to its large capex program, Atmos will be moderately FCF negative through 2018, Fitch
expects future funding needs will be financed by a roughly 50% mix of debt and equity to
maintain the present balanced capital structure, in line with management's debt/capitalization
target.

Atmos Energy Corporation
April 13, 2015




Peer Group

Issuer
BBB+

Country

'DTE Gas Co.

United States

Issuer Rating History

LTIDR Outiook/
Date {FC} Watch

Apil7,2014 A Stable

April 8, 2013 A © Stable

Sept 15,2010 A+ Stable

April 17,2008 A+ Stable

Dec. 6,2005 A+ Stable

Stable

LT IDR ~ Long-term Issuer Default Rating.
FC — Foreign currency.
Source: Fitch,

Peer and Sector Analysis

Peer Group Analysis

Laclede DTE Southwest Gas

($ Mil

Fundamental Rati
Operating EBITDAR/

FFO/Total Adjusted Debt (%)
EFO-Adju
Common Dividend Payout (%) 50.5 6.0 63.0 46.4

Capex/Depreciation (%)

Total Adjusted Debt with Equity Credit 3,008 1,135 1,244 1,458

Funds Flow From Operations 795 223 197 460

IDR — Issuer Default Rating,
Source: Company data, Fitch,

Atmos’ credit metrics are in line with peers’ and are strong for the current rating category.

Atmos Energy Corporation
April 13, 2015




Key Rating Issues

Constructive Regulatory Environment

Several regulatory mechanisms, including annual rate-making, weather normalization, and
purchased gas cost adjustments, are present in most of Atmos’ LDC utility jurisdictions, which
reduce regulatory lag and add stability to earnings and cash flows.

Approximately 75% of the distribution segment's operating margin is subject fo annual rate-
making, which allows for the recovery of both capex and operating and maintenance (O&M)
expenses without filing a formal rate case. Roughly 87% of the LDC utility division’s operating
margin is covered under weather normalization mechanisms, eliminating weather-related
volumetric risks on margins. Atmos has purchased gas cost adjustments pass-through
increases or decreases in purchased gas costs in all distribution service territories.

Fitch expects Atmos’ regulatory environment to remain constructive and notes a blended
allowed ROE of 10.4% across all its jurisdictions. Atmos’ Texas distribution system currently
has an allowed ROE range of 10.1%—10.5%, and Atmos’ Texas pipeline system has an
authorized ROE of 11.8%, which is favorable compared to peers.

High Growth Markets

Atmos has a large presence in Texas, which has been a high-growth market benefitting from
population and employment growth, new household formations and high energy-related
investments related to shale development. Atmos has exposure to this growth through its LDCs,
including the large Dallas-Fort Worth area, and operation of an approximately 5,600-mile
intrastate pipeline system and five working storage sites. Atmos derives 85%—70% of operating
income from Texas, a percentage that will likely increase, as capex is predominately centered
across its Texas LDCs and pipeline operations. The slowdown in ¢il and gas activity due to a
drop in commodity prices could temper the growth rate a bit, but at this time Fitch does not
expect the effect to be material. Texas’ economy is well-diversified, and falling oil prices have
positive ramifications for energy-intensive industrial segments.

The Atmos pipeline system connects with the three major Texas hubs located in Waha, Katy
and Carthage. As noted, the pipeline has an authorized ROE of 11.8%. The authorized ROE
will be reviewed in 2016, adding predictability to earnings over the next two years. Fitch
believes the natural gas supply/demand dynamics are favorable in Texas, and Atmos will
continue to make growth investments in its pipeline system.

Improvements in Capital Structure

In February 2014, Atmos raised $390 million of new equity, substantially meeting the equity
component of its large five-year capital investment program. The equity raise improved Atmos’
capitalization, which Fitch expects to be maintained over the next few years close to a 50%-
50% debt/equity mix, similar to the average of the regulatory approved capital structures in the
various Atmos divisions.

Fitch expects interest expenses to decline as higher couponed long-term debt matures and is
replaced with a like amount of lower-cost debt. Atmos has used forward rate contracts to lock
in a substantial portion of its maturing debt and as of Dec. 31, 2014, had entered into forward
interest rate swaps to fix the Treasury yield component associated with the anticipated
issuance of $250 million and $450 million unsecured senior notes in fiscal 2017 and fiscal 2019

Atmos Energy Corporation
April 13, 2015




at 3.37% and 3.78%, respectively. The expected long-term debt issuances will be used to
refinance a like amount of higher couponed maturing debt.

Large Capex Could Modestly Pressure Credit Metrics

Fitch expects annual capital investments of $300 million-$1.1 billion, tevels approximately 43%
higher than the preceding four years. Due to the large capex program, Atmos will be
moderately FCF negative through 2018. Atmos’ various IRMs will reduce regulatory lag and wil
provide a timely return on invested capital and, notably, Atmos will begin to earn on 96% of
2015 capital expenditures within one year,

Even though the large capex program at the regulated utility will modestly pressure leverage
credit metrics, Fitch expects Atmos’ rating profile to remain strong for the current rating
category throughout the forecast period. Fitch expects debt/EBITDAR, FFO-adjusted leverage
and FFO fixed-charge coverage fo average 3.5x, 3.5x and 5.75x, respectively, over the next
three years.

Atmos Energy Corporation
Aprit 13, 2015




Organizational Structure

Atmos maintains a divisional organizational structure across eight states.

Organizational and Debt Structure — Atmos Energy Corporation
($ Mil., As of Sept. 30, 2014)

Atmos Energy Atmos Pipeline and 08 Atmos Energy

Egasco, LLC Services, LLC Storages, LLC . 1 Marketing, LLC

dipeline; Inc

Fort Necessity Gas
Storage, LLC

Atmos Gathering
Company, LLC

D Entity Disregarded for Federal Tax Purposes, but Treated as Separate Entity

aEntity includes the following divisions: Atmos Pipeline-Texas, Colorado-Kansas, Kentucky/Mid-States, Louistana, Mid-Tex, Mississippi, and West Texas.
Source: Company repoits.

Atmos Energy Corporation
Aprit 13, 2015




Definition

e FFO-Adjusted Leverage: Gross
debt plus lease adjustment minus
equity credit for hybrid instruments
plus preferred stock divided by
FFO pius gross interest paid plus
preferred dividends plus rental
expense.

Key Metrics
Total Adjusted Debt/Op. EBITDAR

msnneaze ATMOS eeanmmm DG Median

(x}
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UDC — Utllity distribution company.
Source: Company data, Fitch.

FFO-Adjusted Leverage
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UBC — Utllity distribution company,
Source: Company data, Fitch.

FFO Fixed-Charge Coverage

smamvemn AIMOS ez | JDC Median

)
8.0

8.0

4.0

2.0

0.0 *
2010 2011 2012 2013 2014

UDC — Utility distribution company,
Source: Company data, Fitch.

Capex/Depreciation
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UBC -~ Utility distribution company.
Source: Company data, Fitch,
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Business Trends

Revenue Dynamics EBITDA Dynamics
mmsad Revenue wmmmzem Revenue Growth g EBITDA esmems EBITDA Margin
(% Mil) (%) {$ Mil.) (%)
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Source: Company data, Fitch. Source: Company data, Fitch.

Fitch expects annual EBITDAR growth to average 7% through 2018, driven by annual capital
investments of $900 million-$1.1 billion.

Company Profile

Atmos is a divisionally structured utility operating in three segments: regulated gas distribution
through LDCs; regulated pipelines with its Texas intrastate pipeline system; and, through
subsidiary AEH, non-regulated gas marketing and storage businesses. Atmos serves over
3 miilion residential, commercial and industrial customers across Texas, Louisiana, Mississippi,
Kentucky, Tennessee, Kansas, Colorado and Virginia.

Atmos Energy Corporation g
April 13, 2015



Financial Summary — Atmos Energy Corporation

(IDR: BBB+/Rating Outiook Positive} LTM Ended
(3 Mil., Year-End As of Sept. 30, 2014) 2011 2012 2013 2014 12131/2014

Fundamental Ratios
o BT ARG

FFOITotal Adjusted Debt (%) ' 31.1 28.8 27.1 335 318

EFO-Adjus &
Common Dividend Payout {%} 59.6 58.1 52.7 50.3 50.8

! ap
Capex/Depreciation (%
’ ulty (%

Operating EBIT 472 451 502 811 629

Net Income for Common 208 217 243 290 301

Operating EBIT % of Net Revenues 356 34.1 356 386 38.9

Cash Flow

‘I::hvtdends

Net Change in Debt
NetEq

Capital Structure

Total Long-Term Debt

Total Debt/Total Capital (%)
; vt
Common Equity/Total Capital (%)

{DR ~ Issuer Default Rating.
Source: Company data, Fitch.
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The ratings above were solicited by, or on hehalf of, the issuer, and therefore, Fitch has been
compensated for the provision of the ratings.

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE
READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTPS: //FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND
THE TERMS OF USE OF SUGCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEB SITE AT
WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE
FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF
INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES
ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT SECTION OF THIS SITE. FITCH MAY HAVE
PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD
PARTIES. DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST iS BASED IN AN
EU-REGISTERED ENTITY CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE
FITCH WEBSITE.
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Fitch Upgrades Atmos Energy to "A-"; Outlook
Stable

Fitch Ratings-New York-01 July 2015: Fitch Ratings has upgraded Atmos Energy Corporation's
(Atmos) Long-Term Issuer Default Rating (IDR) to 'A-' from 'BBB+' and its Senior Unsecured
Debt rating to ‘A’ from 'A-". A complete list of rating actions is shown at the end of this press

release.
The Rating Outlook is Stable.
These rating actions affect $2.486 billion of long-term debt.

The upgrade reflects Fiich's expectation of continued strong financial performance, which has
been driven primarily by organic growth in Atmos' regulated natural gas distribution and pipeline
segments. For the next three years, Fitch expects each of the leverage metrics total adjusted
debt/EBITDAR and funds from operations {(FFO) adjusted leverage to average less than 3.5x.
Coverage metrics are also expected to remain robust and to strengthen over the next three
years, with EBITDAR/interest expense and FFO fixed charge coverage to both increase to

greater than 6.0x.

Atmos is a divisionally structured utility that operates in three business segments: regulated gas
distribution through local distribution companies (LDCs); regulated pipelines through its Texas
intrastate pipeline system; and non-regulated gas marketing and storage through subsidiary

Atmos Energy Holdings, Inc.'s (AEH) operations.
KEY RATING DRIVERS

Constructive Regulatory Mechanisms
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The majority of Atmos' LDC utility service territory benefits from several constructive regulatory

mechanisms, including annual ratemaking, weather normalization, and purchased gas cost

adjustments, which reduce regulatory lag and add stability to earnings and cash flows.

Approximately 77% of the distribution segment's operating income is subject to annual
ratemaking without filing a formal rate case. Roughly 97% of the distribution segment's
operating income is covered under weather normalization mechanisms, and Atmos has
purchased gas cost adjustment mechanisms that provide a dollar-for-dollar offset of increases
or decreases in purchased gas costs in all its distribution service territories. In addition, 76% of
operating income is from jurisdictions with trackers that cover the gas portion of customer bad-

debt expense.

Obtaining these aforementioned regulatory mechanisms throughout Atmos' multi-state service
territory has made the distribution segment's operating income and cash flows more
predictable, while improving system reliability and safety. These efforts have also led to strong
organic growth opportunities, resulting in a greater share of operating income and cash flows
from Atmos' stable, low-risk operations. Management's careful oversight of O&M expenses and
its manageable capital spending program also have helped continue the multi-year

improvement to the company's financial profile.
Large, Geographically Diverse Operations in High-Growth Markets

The ratings are further supported by Atmos' large and geographically diverse regulated
operations, with LDC utility businesses in eight states, although roughly 80% of rate base is
located in Texas, Louisiana, and Mississippi. Atmos also benefits from its regulated Texas
intrastate pipeline system and associated storage assets, which provide access from several
natural gas basins to three of the major Texas hubs. The 5,600-mile pipeline system has an
authorized return on equity (ROE) of 11.8% and benefits from annual gas ‘reliability
infrastructure program (GRIP) filings, which allow for the recovery of capex, including pipe

replacement associated with improving safety and reliability.

More than 80% of operating income is from operations in Texas, which remains a high-growth
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market benefitting from population and employment growth. Despite the dramatic decrease in

oil prices that occurred in the second half of 2014, the Texas economy has remained vibrant,
led by strong growth in the Dallas-Fort Worth area, which is Atmos' major service territory and

focus for capex growth.
Capex Growth and Timely Recovery

Capex totaled $835 million in the fiscal year ended Sept. 30, 2014, and management has given
guidance for capex in fiscal 2015 in the range of $900 million to $1 billion, with safety and
reliability capex estimated at $750 million to $900 million. Fitch expects these system
improvement programs to continue to drive growth well into the future and for capex to average
$1.1 billion per year over the 2016-2018 timeframe. Regulatory mechanisms allow for timely
recovery of capital spending, with 91% of expected 2015 capex to be added to rate base within
six months (half of that with no lag) and only 4% subject to general rate case filings resulting in

more than a 12-month lag.
‘Capital Structure and Sustained Improvement in Credit Metrics

Atmos has completed, or will have completed within Fitch's rating horizon, several measures
that reduce leverage and lower the cost of debt. In February 2014, Atmos raised $390 million of
new equity, substantially meeting the equity component of its large, five-year capital investment
program. The equity raise improves Atmos' capitalization, which Fitch expects to be maintained
over the next few years at close to a 50%/50% debt/equity mix similar to the average of the

- regulatory-approved capital structures in the various Atmos divisions.

Fitch expects Atmos' overall cost of debt to continue to decline as higher-coupon long-term
debt matures and is replaced with lower-cost debt. Atmos' next long-term debt maturity is in
June 2017, when $250 million of 6.35% notes mature, followed in March 2019, when $450
million of 8.5% notes mature. Atmos has forward starting interest rate swaps on the
replacement of both these notes, effectively fixing the Treasury yields at 3.367% and 3.782%,

respectively. Coverage metrics will benefit accordingly.
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Non-regulated and Market-Sensitive Gperations

Slightly offsetting these strengths are the company's non-regulated operations, which include
gas supply management, marketing, and gathering and storage services that are mainly
conducted at the company's AEH subsidiary. These operations have a higher level of business
risk than the company's regulated gas distribution and pipeline operations, in the form of
greéter earnings volatility and commodity exposure. AEH's physical hedges and few net open
positions help mitigate these concerns. Over the past three fiscal years, non-regulated
operations have contributed an average of 6% of consolidated net income, while requiring only

a nominal amount of capex to support them.

KEY ASSUMPTIONS
Fitch's key assumptions within the rating case for Atmos include:

--Gross profit increases 2.5% in 2015 and 6.5% per year in 2016 through 2019;
-08&M expense increases 3%-4% per year through 2019;

--Regulated rate base CAGR of 9%-10% through 2019,

~-Capex averaging $1.1 billion per year over the 2016-2018 timeframe;
--Normal weather;

--No asset divestitures or acquisitions.

RATING SENSITIVITIES

Positive: Given the upgrade and an already strong rating, near-term positive rating actions are
unlikely. However, achieving adjusted debt-to-EBITDAR leverage of less than 3.0x and FFO
adjusted leverage of less than 3.25x on a sustainable basis could lead to another positive rating

action.

Negative: A negative rating action could result from the following:

--Failure to maintain the current capital structure while pursuing a relatively elevated capex
program;

--Expansion of non-regulated business activities;

--An unexpected adverse regulatory decision;
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~-An increase on a sustainable basis of adjusted debt-to-EBITDAR leverage to greater than

3.75x and FFO adjusted leverage to greater than 4.0x.

LIQUIDITY

Liquidity is adequate, supported by sufficient availability under Atmos' $1.25 billion commercial
paper (CP) program, which is backed up by an equal-sized revolving credit facility. The facility
has an accordion feature that allows for an increase in borrowing capacity to $1.5 billion. The
five-year facility matures Aug. 22, 2019. As of March 31, 2015, there was $225 million of CP

outstanding, leaving $1.025 biilion of availability under the facility.

Atmos Energy Marketing, LLC (AEM), the wholly owned subsidiary of AEH, has two 364-day
bilateral credit facilities totaling $40 million, which mature in December each year and are used

primarily to issue letters of credit.

In addition, there is a $500 million intercompany facility, which primarily enables the regulated
operations to borrow directly from AEH, and indirectly from AEM, thus allowing for an efficient

use of internal cash to fund operations.

FULL LIST OF RATING ACTIONS

Fitch has upgraded the following ratings:

Atmos

--Long-Term IDR to 'A~' from 'BBB+'; Stable Outlook;
--Senior unsecured debt to 'A’ from 'A-".

Fitch has affirmed the following ratings:

Atmos

~-Short-Term IDR at 'F2;

—Commercial Paper at 'F2".
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Contact:

Primary Analyst

- Kevin L. Beicke, CFA
Director
+1-212-908-0618
Fitch Ratings, Inc.

33 Whitehall St.

New York, NY 10004

Secondary Analyst
Shalini Mahajan, CFA
Managing Director
+1-212-908-0351

Committee Chairperson
Philip W. Smyth, CFA
Senior Director
+1-212-908-0531

Media Relations: Alyssa Castelli, New York, Tel: +1 (212) 908 0540, Email:

alyssa.castelli@fitchratings.com.

Additional information is available on www.fitchratings.com

Applicable Criteria

Corporate Rating Methodology - Including Short-Term Ratings and Parent and Subsidiary
Linkage (pub. 28 May 2014)

Recovery Ratings and Notching Criteria for Utilities (pub. 05 Mar 2015)

Additional Disclosures
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Dodd-Frank Rating Information Disclosure Form

Solicitation Status

Endorsement Policy

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING
THIS LINK:HTTP://IFITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN
ADDITION, RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE
AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE 'WWW.FITCHRATINGS.COM'.
PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM THIS
SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF

- INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES AND
PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION OF
THIS SITE. FITCH MAY HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE
RATED ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR
RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY
CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR TH!S ISSUER ON THE FITCH
WEBSITE.




CASE NO. 2017-00348
ATTACHMENT 1
TO AG DR NO. 1-42

MoERAW HILL FIMANEIAL

W

X
3

s .
£33 a .

Atmos Emm‘gy Corp. Qutlook Revised
To Positive From Stable; 'A-' Ratings
Affirmed

L

Primary Credit Analyst:
Dimitri Nikas, New York (1) 212-438-7807; dimitri nikas@standardandpoors.com

Secondary Contact: .
Gerrit W Jepsen, CFA, New York (1) 212-438-2529; gerrit jepsen@standardandpoors.com
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Atmos Enérgy Corp. Outlook Revised To Positive
From Stable; 'A-' Ratings Affirmed

{wepview

» U.S.-based Atmos Energy Corp.'s financial performance remains robust
largely as a result of consistent and timely recovery of invested capital.

s e are affirming our 'A-' issuer credit rating on Atmos Energy Corp.
{Atmos) and revising the outlook to positive from stable.

e The positive outlook reflects the potential for higher ratings over the
next six to 12 months 1f Atmos demonstrates that it can maintain its
robust financial performance while capital spending remains elevated.

Batlng Action

On Oct. 29, 2015, Standard & Poor's Ratings Services affirmed its ratings on
Atmos Energy Corp., including the *A-' lssuer credit rating, and revised the
outlock to positive from gtable.

S JPPNE LS »
Rationale

The positive outlook on Atmos reflects the potential for higher ratings if the
company can demonstrate that it can maintain its robust financial performance
as capital spending remains elevated. Based on our forecasts, we anticipate
that Atmog will benefit from the consgistent recovery of invested capital via
riders as well as the ongoing realization of material deferred tax benefits
annually over the next several years, thereby supporting cash flow generation.

Over the past few years, Atmos Energy has continued to recover increasing
amounts of invested capital in a timely wanner as a result of various
regulatory constructs that have contributed to robust credit measures in
conjunction with prudent financial policies,

We assess Atmos' business risk profile as "excellent," accounting for the
company's regulated natural gas utility operations that benefit from generally
constructive regulatory frameworks in eight states, a relatively large and
diverge customer base, and low operating rigk. These strengths are partially
offset by Atmos' nonregulated operations in retail gas supply, which we view
as having considerably higher business risk because they operate in highly
competitive enviromments with gignificant exposure to market forces., Moreover,
we expect that Atmos will continue to maintain rigorous risk management
practices for its retall gas marketing operations, including prompt hedging of
all retail gas supply load commitments, helping to limit exposure to market
prices, and maintaining contracts with ghort-term tenors, enabling the company

WWW.STAVDARDANDPOORS.COM OCTORER 24, 2018 2
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Research Update: Atmos Energy Corp. Outlook Revised To Positive From Stable; 'A-' Ratings Affirmed

to re-price or exit potentially unfavorable transactions and thereby minimize
losses. On an ongoing basgis, we expect that the unregulated business will
contribute lesgs than 5% of total operating income and this contribution could
decline over time as the requlated part of the company continues to grow.

We agsess Atmos! financial risk profile as *significant® using the medial
volatility financial ratio benchmarks. We expect that Atmos' financial risk
profile will continue to benefit from timely recovery of invested capital with
funds from operations (FFO} to debt that remains in the upper end of the
“gignificant" category, with FFO to debt near 22% and debt to EBITDA of about
3.5x. Moreover, our base-case scenario anticipates that Atmos will preserve
its balanced capital structurxe over time at levels that are in line with the
regulatory approved capital gtructures of its operating utilities, further
supporting itsg overall credit profile.

Liquidity

We assess Atmos' liquidity as "adequate' to cover its needs over the next 12
months. We expect the company's liquidity sources to exceed its uses by 1.1x
or more, the minimum threshold for an adequate designation under our criteria,
and that the company will also meet our other requirements for such a
designation. Atmos! ligquidity benefits from stable cash flow generation, ample
availability under the revolving credit facilities, and manageable debt
maturities over the next few years. The short-term rating on Atmos is 'A-2'.

Atmos has a $1.25 billion revolving credit facility, maturing in Septembexr
2020 that backstops the company'’s commercial paper program.

Principal liquidity sources:
e Revolving credit facility of $1.25 billion; and
s FFO of about $750 million to $800 million annually.

Principal liquidity uses:

¢ Debt maturities of about $700 million in 2015, including commercial paper
outstanding, and no debt maturities in 2016;

* Maintenance capital spending of about $700 million to $800 wmilliom, in
2015 and 2016, respectively; and

* Dividends of about $160 million to $170 million annually.

Ontlnok

The positive outlook on Atmos reflects the potential for higher ratings over
the next six to 12 wmonths if the company can maintain itg robugt financial
performance while its capital spending stays elevated. At the same time, the
positive outlook anticipates that the contribution of Atmos' nonutility
operations to operating income will remain limited to a nommaterial level and
the company will continue to prudently wmanage the liguidity needs of these
operations.

WWW STANDARDANDPOORS.COM OCTOBER 29, 2018 3
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Research Update: Atmos Energy Corp, Outlook Revised To Positive From Stable; 'A-' Ratings Affirmed

Downside scenario

We could affirm the ratings on Atmos and revise the outlook to stable if the
company's financial profile weakens as a result of its inability to recover
invested capital in a timely manner or due to the use of incremental debt,
such that FFO to debt averages 18% on a congilstent basis or if the
contribution of the nonutility operations begins to grow to more than 5% of
total operating income.

Upside scenario

We could raise the ratings on Atmos by one notch over the next six to 12
months 1f the company's financial performance remains healthy as a result of
the consistent recovery of invested capital via riders as well as the ongoing
realization of material deferred tax benefits that support a ratio of FFO to
debt near or above 23% on a consistent basis,

Hatings Score Snapshot
Coxporate Credit Rating: A-/Positive/A-2

Business risk: Excellent

e Country risk: Very low

* Industry risk: Very low

* Competitive position: Strong

Financial risk: Significant
* Cash flow/Leverage: Silgnificant

Anchor: a-

Modifiers:

¢ Diversification/Portfolio effect: Neutral (no impact)
* Capital structure: Neutral {no impact)

e Financial policy: Neutral {(no impact)

e Ligquidity: Adequate (no impackt)

¢ Management and governance: Satisfactory {no impact)

e Comparable rating analysig: Neutral {(no impact}

Stand-alone credit profile: a-

Issuer credit profile: A-

Related Criteria And Basanrch

Related Criteria
s Criteria - Corporates - General: Methodology And Assumptions: Liquidity
Descriptors For Global Coxporate Isgsuers, Dec. 16, 2014

WWW.ATANRARDANDPOORS.LOM OCOCTOBER 20, 2015 4
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e General Criteria: Methodology: Industry Risk, Nov. 19, 2013

¢ Qeneral Criteria: Group Rating Methodology, Nov. 13, 2013

s Criteria - Corporates - Utilities: Xey Credit Factors For The Regulated
Utilities Industry, Nov, 19, 2013

e Criteria - Corporates - General: Corporate Methodology: Ratios And
Adjustments, Nov, 19, 2013

e Criteria - Corporates - General: Corporate Methodology, Nov. 19, 2013

¢ General Criteria: Methodology For ILinking Short-Term And Long-Term
Ratings For Corporate, Insurance, And Sovereign Issuers, May 7, 2013

¢ General Criteria: Methodology: Management And Governance Credit Factors
For Corporate Entities And Insurers, Nov, 13, 2012

s (riteria - Corporates - General: Methodology: Business Risk/Financial
Risk Matrix Expanded, Sept. 18, 2012

s Criteria - Corporates -~ General: 2008 Corporate Criteria: Rating Each
Igssue, April 15, 2008

Ratings Affirmed; CreditWatch/Outléok Action

To From
Atmos Energy Corp.
Corporate Credit Rating A-/Pogitive/A-2 A-/Stable/A-2
Atmos Energy Corp.
Senior Unsecured A-
Commexrcial Paper A-2

Complete ratings information ig available to subscribers of RatingsDirect at
www.globalcoreditportal.com and at www,spcapitalig.com. All ratings affected by
this rating action can be found on Standard & Poor's public Web site at

www . standardandpoors.com. Use the Ratings search box located in the left
column,
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opinions and analyses do not address the suitability of any security. S&P does not act as a fiduciary or an investment advisor, While S&P has
obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due difigence or independent
verification of any information it receives. '

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and ohjectivity of their respective
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MooDyY’s

INVESTORS SERVICE
Credit Opinion: Atmos Energy Corporation

Global Credit Research - 17 Dec 2015

Dallas, Texas, Unifed States .

Category Moody's Rating
Outlook Stable
Senior Unsecured A2
Subordinate Shelf (P)A3

Analyst v Phone
Jairo Chung/New York City 212.553.5123
William L. Hess/New York City 212.553.3837

[1]Atmos Energy Corporation

9/30/2015  9/30/2014  9/30/2013  9/30/2012  9/30/2011
CFO pre-WC + Interest / interest 8.1x 7.0x 6.0x 5.0x 5.1x
CFO pre-WC / Debt 28.0% 28.8% 23.0% 221% 23.2%
CFO pre-WC - Dividends / Debt 22.9% 23.7% 18.8% 17.6% 18.8%
Debt / Capitalization 40.2% 39.4% 44.6% 45.5% 46.8%

[1] Al ratios are based on ‘Adjusted financial data and incorporate Moody's Global Standard Adjusiments for Non-
Financial Corporations. Source: Moody's Financial Metrics v

Note: For definitions of Moody's most common ratio terms please see the accompanying User's Guide.

Rating Drivers

- Diverse array of generally supportive regulatory jurisdictions
- Low business risk natural gas operations

- Consistent financial performance with stable credit metrics
Corporate Profile

Atmos Energy Corporation (Atmos; A2 senior unsecured, stable), headquartered in Dallas, Texas, is comprised of
three business segments. Atmos' largest segment is regulated natural gas local distribution companies (LDC) with
operations in eight states (Texas, Louisiana, Mississippi, Tennessee, Kansas, Colorado, Kentucky, and Virginia),
serving over 3.1 million customers. It accounted for approximately 65% of the company's 2015 net income. The
second segment is its regulated pipeline and storage operations, with Atmos owning and operating approximately
5,600 miles of intra-state pipelfine in Texas. The Atmos Pipeline Texas (APT) division is one of the largest intra-
state pipeline operations in the state and transports natural gas to Atmos’ Mid-Tex Division and other third parties,




CASE NO, 2017-00349
ATTACHMENT 1
TCGAGDRNO. 1-42

as well as managing five natural gas reservoirs, APT accounted for 30% of the company's 2015 net income.
Atmos' third segment engages in natural gas management, transmission, storage and other services in the non-
regulated sector primarily in the Midwest and Southeast regions. While this segment's net income contribution in
2015 was only 5%, we note the higher level of operational and commodity risk given the non-regulated nature of its
business.

Rating Rationale

Atmos' rating is supported by the low risk of its LDC operations in mostly constructive regulatory jurisdictions,
good operating history, consistent credit metrics, and a conservative management approach. We expect Atmos to
continue managing its non-regulated segment conservatively and maintaining it as a minor part of its larger
regulated business profile.

DETAILED RATING CONSIDERATIONS

- Diverse array of generally supportive regulatory jurisdictions |

Atmos has operations in credit supportive regulatory jurisdictions, where it is given opportunities to recover its
costs and earn reasonable returns on a timely basis. Furthermore, Atmos benefits from the diversity of its
regulatory jurisdictions as it operates in eight states. Approximately 70% of Atmos' asset base is located in Texas,
where we view the regulatory environment {o be constructive. Texas has a regulatory framework which supports
and incentivizes investment in system reliability and safety while reducing recovery lag. Texas has advanced
pipeline safety regulations that exceed federal standards and benefits from a strong economy. The regulatory
environment in Louisiana and Mississippi, where Atmos has its two next largest operations, also have credit
supportive regulatory frameworks.

Atmos has been successful in increasing and stabilizing its regulated margins through rate increases and rate
design improvements. Atmos has addressed much of its regulatory lag through numerous and continual rate filings
that have led to regular rate adjustments, outside of base rate cases, for relatively small amounts spread over its
many jurisdictions. Formula and infrastructure mechanisms increase the certainty of obtaining timely rate relief
while reducing the company's exposure to an adverse rate decision. As a result, over 90% of the company's
annual capital spending begins to eam a return within 6 months, a credit positive. Because of the active use of
formula and infrastructure mechanisms, rate increase requests through general rate cases are minimal. In 20186,
Atmos anticipates making 18-20 filings for annualized rate increases of between $100 million and $125 million.
Only $5 miillion - $6 million potential rate increases are anticipated from the general rate case filings.

- Low business risk natural gas operations

Being predominantly regulated, Atmos is characterized by low business risk with core LDC operations in eight
states and a tariff-based pipeline in Texas (mostly serving its affiliate Mid-Tex). Atmos benefits from having
constructive rate making mechanisms which further reduce uncertainty and provide greater transparency. For
example, Atmos utilizes weather normalization adjustments (WNA), which mitigate the risks and costs the
company may encounter due o weather that is above or below normal. This adjustment allows Atmos to either
increase or decrease customers' bills to offset the effect of gas usage due o abnormal weather. Another example
includes Atmos' Purchased Gas Adjustment mechanism (PGA), which allows the company fo pass through
purchased gas costs to its customers, insulating the company from gas price fluctuation risks. Other mechanisms
approved for Atmos include annual adjustment mechanisms in half of their states (mainly its larger service
territories) and infrastructure enhancement mechanisms in 7 out of the 8 states. These mechanisms result in
greater transparency in cash flows and accelerated recovery of capital spending, all credit positive.

In fiscal 2015, Atmos invested $975.1 million with over 80% of that spending related to system safety and
reliability. The company plans to utilize a combination of its regulatory mechanisms to recover costs associated
with an escalated capital expenditure program through 2020. Such mechanisms include the Gas Reliability
Infrastructure Program (GRIP) and Rule 8.209 in Texas, and the Rate Stabilization Clause (RSC) in Louisiana, all
which allow for timely recovery of capital invested in infrastructure safety and relfiability. Regulatory pipeline gross
profit increased in 2015 primarily due to an increase in revenue from the GRIP filings approved in fiscal 2014 and
2015. More specifically, the RSC in 2014 was a rate design change allowing for deferred asset treatment on
infrastructure spending, thus reducing associated regulatory lag in a previously lagging regulatory environment.
2015 rate design changes in Tennessee, Mississippi and Colorado should reduce regulatory lag prospectively.

Atmos is expected to invest between $1 billion and $1.4 billion annually from 2016 through 2020. Given the
company’s Jarge amount of organic investment opportunities for the medium to long-term, capital expenditure
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investment has yet to peak and will be funded through a combination of internally generated cash flows, long-term
debt and issuance of equity to preserve their current equity to debt capital structure.

Gas marketing is Atmos' riskiest business segment as it is exposed to commodity price, basis, counterparty, and
other risks. As a management strategy, Atmos has been de-emphasizing its unregulated operations through
Atmos Energy Holdings (AEH) and focusing on its predominantly low risk regulated LDC's. During fiscal 2014,
AEH contributed a higher than normal level of earnings of approximately $32 million, or 11% of consolidated net
income. These higher earnings were primatily due to the colder than normal weather, which may not be repeated.
AEH's contribution normally ranges from 3%-5% of consolidated net income. Based on Atmos' management and
the strategy being deployed at AEH, its contribution has dropped back to 5% of consolidated net income in fiscal
2015; we expect AEH to continue to be a minor earnings contributor and Atmos to maintain AEH's current risk and
business profile. We expect minimal capital investment from Atmos to support AEH.

- Consistent financial performance with stable credit metrics

Over the years, Atmaos has been accruing sufficient rate increases to sustain a modest but steady improvement in
its credit metrics. During fiscal 2015, Atmos received approval for $92 million in annual rate increases. As of
December 2015, Atmos has nine rate proceedings pending for a cumulative $34.6 million of potential additional
annual operating income.

Atmos' baseline cash flow from operations before working capital changes (CFO pre-WC) has been in the $650 -
$800 million range. In the last twelve months ended September 2015, the company generated CFC pre-WC of
$869 million, up from the $819 million in fiscal year 2014, resulting in CFC pre-WC to debt of 28%. Based on the
robust capital investments with shorter regulatory lag, we expect the company's baseline CFO pre-WC to be in the
range of around $800 miflion to $1 billion over the next few years. Furthermare, we expect Atmos to maintain key
credit metrics consistent with the mid A range under the Low Business Risk scale in our regulated utilities rating
methodology grid. For example, we expect CFO pre-WC to debt and retained cash flow (RCF) to debt to range
from 22%-25% and 19%-21%, respectively.

Liquidity Profile
We expect Atmos o maintain a good liquidity profile over the next 12 months.

At September 30, 2015, Atmos had approximately $28.6 million of cash on hand. The company had capital
spending of $975.1 million primarily on reliabiiity and safety, paid dividends of $160 million for the twelve months
ended September 30, 2015, and reported cash from operations of $836.5 million for the same time pericd. The
year-over-year increase primarily reflects the rate adjustments achieved in the prior and current years and lower
gas prices.

On September 25, 2015, Atmos Energy replaced its existing $1.25 billion revolving credit agreement with a new
$1.25 billion revalving credit agreement with substantially the same terms. As before, the company kept the $250
million accordion feature on the credit facifity, which would increase borrowing capacity to $1.5 billion, if utilized. in
total, Atmos had $457.9 million outstanding under its credit facilities at Septemeber 30, 2015. Atmos must maintain
a debt to total capitalization ratio below 70% in order to borrow under this facility and was in compliance {(49%) at
September 30, 2015. As of September 30, 2015, the amount available under the credit facilities, net of outstanding
letters of credit, was $792.1 million.

Atmos Energy Marketing maintains two 364-day bilateral credit facilities: a $25 million unsecured facility and a $15
million revolving credit facility. Due fo outstanding letters of credit, the total amount available under these bilateral
credit facilities was $36.1 million at September 30, 2015. Lastly, Atmos Energy Holdings holds a $500 million
intercompany demand credit facility with Atmos.

Atmos has $250 million of debt maturing in 2017 and another $450 million due in 2019.
Rating Outlook

The stable outlook is based on Atmos' low risk, regulated activities that produce a consistent financial
performance and our expectation that the company will continue to maintain adequate tiquidity resources. The
outlook also assumes that credit metrics will be sustained around current levels, for example, CFO pre-WC to
debt in the low fo mid 20% range.

What Could Change the Rating - Up
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if the company is able to further strengthen and sustain a stronger financial profile and credit metrics (including
CFO pre-WC to debt above 25%), a rating upgrade could be considered.

What Could Change the Rating - Down

A sustained deterioration in Atmos' credit profile and metrics (including CFO pre-WC to debt in the high teens)
could result in a rating downgrade. In addition, M&A activity or other strategic activities that result in higher
financial and business risks could also affect the rating negatively.

Atmos Energy Corporation

Regulated Electric and Gas Utilities Industry Current FY [3]Moody's 12-18 Month

Grid [1][2] 9/30/2015 Forward ViewAs of 12/16/2015
Factor 1 : Regulatory Framework (25%) Measure |Score Measure Score
a) Legislative and Judicial Underpinnings of A A A A
the Regulatory Framework

b) Consistency and Predictability of Aa Aa Aa Aa
Regulation _

Factor 2 : Ability to Recover Costs and Earn

Returns (25%)

a) Timeliness of Recavery of Operating and A A A A
Capital Cosis

b) Sufficiency of Rates and Refurns Baa Baa Baa Baa
Factor 3 : Diversification (10%)

a) Market Position A A A A
b) Generation and Fuel Diversity N/A N/A N/A N/A
Factor 4 : Financial Strength {40%) v

a) CFO pre-WC + Interest / Interest (3 Year 7.0x Aa 7x - 8x Aa
Avg)

b) CFO pre-WGC / Debt (3 Year Avg) ' 26.6% A 23% - 27% A
c) CFO pre-WC - Dividends / Debt (3Year | 21.7% A 20% - 24% A
Avg) '

d) Debt / Capitalization (3 Year Avg) 41.3% A 38% - 42% A
Rating:

Grid-indicated Rating Before Notching A2 A2
Adjustment

HoldCo Structural Subordination Notching 0] 0 0 G
a) Indicated Rating from Grid A2 A2
b) Actual Rating Assigned A2

[11 All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-
Financial Corporations. [2] As of 09/30/2015; Source: Moody's Financial Metrics [3] This represents Moody's
forward view; not the view of the issuer; and unless noted in the text, does not incorparate significant acquisitions
and divestitures.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication,
please see the ratings tab on the issuer/entity page on hitp:/ivww.moodys.com for the most updated credit rating
action information and rating history.
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Key Rating Drivers

Constructive Regulatory Environment: Atmos Energy Corporation (Atmos} operates in
constructive regulatory jurisdictions that allow Atmes to recover its capex in a timely manner,
reducing regulatory lag and adding stability to earnings and cash flow. The local distribution
company {LDC) business has several supportive regulatory mechanisms, including annual
rate-making, weather normalization, and purchased gas cost adjustmenis. Atmos’ Texas
infrastate pipeline system has an authorized return on equity (ROE) of 11.8% and annual gas
refiability infrastructure program (GRIP) filings.

Large, Gecgraphically Diverse Operations in High-Growth Markets: The ratings are further
supported by Atmos’ large and geographicaily diverse regulated operations with exposure to
above-average service territories. More than 60% of operating income is from operations in
Texas, which remains a high-growth market benefitting from poputation and employment
growth. Atmos’ LDC utility business operates in eight states, although roughly 78% of its rate
base is located in Texas, Louisiana, and Mississippi. Atmos ailso benefits from its regulated
Texas intrastate pipeline system and associated storage assets, which provide access from
several natural gas basins to three of the major Texas hubs.

Capex Growth and Timely Recovery: Capex is expected to total nearly $1.1 billion in the
fiscal year ended Sept. 30, 2016, with safety and reliability capex estimated to account for
80%~85% of the total. Fitch expects system improvement programs to continue to drive growth
and for total capex to average close to $1.2 billion per year over the 2016-2018 period.
Regulatory mechanisms allow for timely recovery of capital spending, with greater than 90% of
annual capex earning a return within six months of test year end (half of that with no lag) and
only 4% subject fo general rate case filings resulting in more than a 12-month lag.

Declining Average Cost of Debt: Fitch expects Atmos’ average cost of long-term debt,
currently at 5.7%, to continue to decline as higher-coupon notes mature and are replaced with
lower-coupon notes. Atmos' next long-term debt maturity is in June 2017, when $250 million of
8.35% notes mature, followed in March 2019 with $450 million of 8.5% notes. Atmos has
forward-starting interest rate swaps on the replacement of both notes, effectively fixing
Treasury vields at 3.367% and 3.782%, respectively. Excluding these reiatively high-coupon
notes, Atmos’ long-term cost of debt is 4.9%; coverage metrics should benefit accordingly.

Rating Sensitivities

Positive Rating Action: Near-term positive rating actions are unlikely. However, achieving
adjusted debt/EBITDAR leverage of less than 3.0x and FFO adjusted leverage of less than
3.25x on a sustainable basis could lead to another positive rating action.

Negative Rating Action: A negative rating action could resuit from a sustained increase of
adjusted debt/EBITDAR leverage to greater than 3.75x and FFO adjusted leverage to greater
than 4.0x. A negafive rating action could also resuit from an unexpected adverse regulatory
decision, expansion of non-regulated business activities, or failure to maintain the current
capital structure while pursuing a relatively elevated capex program.

www.fitchratings.com

April 12, 2016
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Financial Overview

Liquidity and Debt Structure

Liquidity is adequate, supported by sufficient availability under Atmos’ $1.25 billion commercial
paper (CP) program, which is backed up by an equal-sized revolving credit facility. The facility
has an accordion feature that aliows for an increase in borrowing capacity to $1.5 biltion. The
five-year facility matures Sept. 25, 2020. As of Dec. 31, 2015, there was $763 million of CP
outstanding, leaving $487 million of availability under the facility.

In addition, Atmos maintains a $25 million facility that matures on April 1 each year and a
$10 million facility that matures on Sept. 30 each year. These faciliies are used primarily to
issue letters of credit.

Atmos Energy Holdings, Inc. (AEH) is a whoily owned subsidiary that houses Atmos’
nonregulated operations. AEH's subsidiary, Atmos Energy Marketing, LLC (AEM), has a
committed $15 million credit facility and an uncommitted $25 million credit facility. Both are
364-day bilateral facilities, with the $15 million facility maturing on Sept. 30 each year and the
$25 miliion facility maturing on Dec. 31 each year. These facilities are used primarily fo issue
letters of credit.

There is also a $500 million intercompany facility, which primarily enables the regulated
operations to borrow directly from AEH, and indirectly from AEM, thus allowing for an efficient
use of internal cash to fund operations.

Atmos keeps a modest amount of cash on hand, and none of it is restricted.

Debt maturities are manageable. Atmos has a very long-dated maturity profile that is more
conservative than that of most other ufilities. (Note: Atmos’ fiscal year ends Sept. 30.)

Debt Maturities and Liquidity

{8 Mil.,, As of Dec. 31, 2015)

Total Debt and Leverage
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Source: Company data, Fitch.
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Cash Flow Analysis

Atmos has a balanced capital structure, with a debt/capitalization ratic that has typically been
at the lower end of management's target of 50%-55%. Due to ifs large capex program, Atmos
will be moderately FCF negative through 2018. Fitch expects future funding needs to be
financed by a roughly 50/50 mix of debt and equity to maintain the current capital structure.
(Note: Atmos' fiscal year ends Sept. 30.)
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Key Rating Issues

Constructive Regulatory Environment

Atmos benefits from a relatively constructive regulatory environment. Atmos' LDC ufility
operations are able to employ several cost-recovery and cash flow-stabilizing mechanisms,
including annual ratemaking, weather normalization, and purchased gas cost adjustments,
which reduce regulatory lag and add a level of predictability to earnings and cash flows. The
5,800-mile Texas intrastate pipeline system has an authorized ROE of 11.8% and benefits from
annual GRIP filings, which allow for the recovery of capex in a timely manner.

The overwhelming majority of the distribution segment's operating income is subject {o annual
ratemaking without filing a formal rate case. Roughly 87% of the distribution segment’s
operating income is covered under weather normalization mechanisms, and Atmos has
purchased gas cost adjustment mechanisms that provide a dollar-for-doffar offset of increases
or decreases in purchased gas costs in all its distribution service territories. In addition, 76% of
operating income is from jurisdictions with trackers that cover the gas portion of customer bad-
debt expense.

Obtaining these aforementioned regulatory mechanisms throughout Atmos’ multistate service
territory has made the distribution segment’'s operating income and cash flows more
predictable, while improving system reliability and safety. These efforts have also led to strong
organic growth opportunities, resulting in a greater share of operating income and cash flows
from Atmos’ stable, low-risk operations.

Large, Geographically Diverse Operations in High-Growth Markets

The ratings are further supported by Aimos’ large and geographically diverse regulated
operations, with LDC utility businesses in eight states, although roughly 78% of its rate base is
located in Texas, Louisiana, and Mississippi. Almos also benefits from its reguiated Texas
intrastate pipeline system and associated storage assets, which provide access from several
natural gas basins to three of the major Texas hubs.

More than 80% of operating income is from operations in Texas, which remains a high-growth
market benefitting from population and employment growth. Despite a dramatic decrease in oil
prices that occurred in the second haif of 2014, the Texas economy has remained vibrant, led
by strong growth in the Dallas-Fort Worth area, which is Atmos’ major service territory and
focus for capex growth. Atmos does not operate in Houston or elsewhere in southeast Texas,
which has been more negatively impacted by the low commuodity prices.

Capex Growth and Timely Recovery

Capex was $975 million in the fiscal year ended Sept. 30, 2015. For fiscal year 2016, capex is
expected to total nearly $1.1 billion, with safety and reliability capex estimated to account for
80%-85% of the total. Replacement of aging pipe and other system improvement programs
should continue to drive growth well into the future. Fitch expects total capex to average close
to $1.2 billion per year over the 2016-2018 period.

Regulatory mechanisms allow for timely recovery of capital spending. Greater than 90% of
capex starts earning a return on invested capital within six months of test year end, with half of
that experiencing no lag. About 5% of capex is exposed to a lag of seven to 12 months, and
only 4% of capex is subject to general rate case filings resulting in more than a 12-month lag.

Atmos Energy Corporation
April 12, 2016




Non-Regulated and Market-Sensitive Operations

Slightly offsetting these strengths are the company’s non-regulated operations, which include
gas supply management, marketing, and gathering and storage services that are mainly
conducted at the company's AEH subsidiary. These operations have a higher level of business
risk than the company's regulated gas distribution and pipeline operations, in the form of
greater earnings volatility and commedity exposure. AEH's physical hedges and few net open
positions help mitigate these concerns. Over the past three fiscal years, non-regulated
operations have contributed an average of 7% of consolidated net income, while requiring only
a nominal amount of capex to support them.

Atmos Energy Corporation
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Organizational Structure

Organizational Structure — Atmos Energy Corporation
($ Mil., As of Dec. 31, 2015) :

IDR - [ssuer Default Rating. NR — Not rated.
Source: Company filings, Fitch.
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Definitions

Totat Adjusted Debt/Op.
EBITDAR: Total balance sheet
adjusted for equity credit and
off-balance sheet debt divided
by operating EBITDAR.

FFQ Fixed-Charge Coverage:
FFO plus gross interest minus
interest received plus preferred

dividends plus rental paymenis

divided by gross interest plus
preferred dividends plus rental
paymenis.

FFO-Adjusted Leverage: Gross
debt plus iease adjustment
minus equity credit for hybrid
instruments plus preferred
stock divided by FFO plus
gross interest paid plus
preferred dividends plus rental
expense.

Key Metrics
Note: Atmos' fiscal year ends Sept. 30.

Total Adjusted Debht/Op. EBITDAR

FFO Fixed-Charge Coverage

s AtMOS aesomnze JOC Median sz AHTIOS wamem DG Median
x) (%)
5.0 - 8.0
4.0 6.0
3.0
4.0
2.0
1.0 2.0
0.0 0.0

2012 2013 2014 2015 1Q18

UDC — Utility distribution company.
Source: Company data, Fitch.

FFO-Adjusted Leverage

mssmses AtMOS sseemmmm JDIC Median

0
5.0

4.0

3'0 P B rani s ever e SUPOOU s o U

20
1.0
0.0

2012 2013 2014 2015 1Q16

UDC - Utility distribution company.
Source: Company data, Fitch.

2012 2013 2014 2015 “1Q16

UDC - Utility distribution company.
Source: Company data, Fitch.

Capex/Depreciation

e /DG Median

e AHMOS

%) .
350

2012 2013 2014 2015 1Q16

UDC — Utllity distribution company.
Source: Company data, Fitch.
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Company Profile

Atmos is a divisionally structured utility that operates in three business segments: regulated
gas distribution through LDCs, regulated pipelines through its Texas intrastate pipeline system,
and non-regulated gas marketing and storage through subsidiary AEH's operations. Aimos
serves more than 3 million residential, commercial, and industrial customers across Texas,
Louisiana, Mississippi, Kentucky, Tennessee, Kansas, Colorado and Virginia.

The absence of a holding company is a less common structure for a utility, but it does not
present any inordinate credit risks. As a divisionally structured utility, all financing is done at the
parent level, and the refated costs are allocated to the utility divisions and passed through in
tariffs as part of the regulator-approved rate of return. Al debt is unsecured.

Business Trends

Note: Atmos’ fiscal year ends Sept. 30.

Revenue Dynamics EBITDA Dynamics
Revenue ez Revenue Growth s EBITDA s EB|TDA Margin
($ MiL) k) (S Mi) (%)
6,000 30 1,000 e
7 800
5,000 20 800
4,000 10 700
600
3,000 0 500
400
2,000 (10) 300
1,000 } 20) 200
100
0 (30) g &
2012 2013 2014 2015 1Q16 2012 2013 2014 2015 1Q16
Source: Company data, Fitch. Source: Company data, Filch.
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Financial Summary — Atmos Energy Corporation

(3 MR, Sept. 30 Year End, IDR — A-/Rating Outlook Stable} 2012 2013 2014 2015 LTM 12/31/15
Fund tal Rati

Adjusted Debt/Operating EBITDAR:(X):. 3 4 : 3
FFO/Total Adjusted Debt (%) 27.4 25.9 32.0 30.5 286
FFO-Adjust age {x) :
Common Dividend Payout (%)

Operating Maintenance:
Operating EBIT % of Net

Cash Flow
‘Cash'Fl

Total Capital

Debt/Total Capital:{%)
Common Equity/Total Capital (%
IDR — Issuer Defautt Rating.
Source: Company data, Fitch.

) 48
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The ratings above were solicited by, or on behalf of, the issuer, and therefore, Fitch has been
compensated for the provision of the ratings.

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS PLEASE READ
THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS EINK:
HTTPS/FITCHRATINGS COMUNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND
THE TERMS OF USE OF SUCH RATINGS ARE AVALLABLE ON THE AGENCY'S PUBLIC WEB SITE
AT WAWW FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE
FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST,
AFFILIATE FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO
AVAILABLE FROM THE CODE OF CONDUCT SECTION OF THIS SITE. FITCH MAY HAVE PROVIDED ANOTHER
PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF THIS SERVICE
FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY CAN BE FOUND ON
THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.

Copyright © 2016 by Fitch Ratings, Inc., Fiich Ratings Lid. and its subsidiaries. 33 Whitehall Sireet, NY, NY 10004.
Telephone: 1-800-7563-4824, (212} 908-0500. Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is
prohibited except by permission. All rights reserved. In issuing and maintaining its ratings and in making other reporis
{including forecast information), Fitch relies on factual information it receives from issuers and underwriters and from other
sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the factual information relied upon by it
in accordance with its ratings methodology, and obtains reasonable verification of that information frem independent
sources, 1o the extent such sources are available for a given security or in a given jurisdiction. The manner of Fitch's factual
investigation and the scope of the third-party verification it obtains wilt vary depending on the nature of the raled security
and its issuer, the requirements arxd practices in the jurisdiction in which the rated securily is offered and sold andfor the
issuer is located, the availability and nature of relevant public information, access to the management of the issuer and s
advisers, the availabifity of pre-existing third-party verificaions such as audk reports, agreed-upon procedures leiters,
appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third parties, the avaifability
of independent and competent third-party verification sources with respect to the particular security or in the particular
jurisdiction: of the issuer, and a variety of other factors. Users of Fitch's ratings and reporis should understand that neither
an enhanced factual investigation nor any third-party verification can ensure that all of the information Fitch relies on in
connection with a rafing or a report will be accurate and compiete. Ultimately, the issuer and its advisers are responsible for
the accuracy of the information they provide to Fitch and to the market in offering documents and other reports. In issting
its ratings and is reports, Fitch must rely on the work of experts, including independent auditors with respect to financial
statements and attomeys with respect to legal and tax matiers. Further, ratings and forecasts of financial and other
information are inherently forward-looking and embody assumptions and predictions about future events that by their
nature cannot be verified as facts. As a result, despite any verification of cument facts, ratings and forecasts can be affected
by future events or conditions that were not anticipated at the time a rating or forecast was issued or affimmed.

The information in this report is provided “as is” without any representation or warranty of any kind, and Fitch does not
represent or warrant that the report or any of its contents will meet any of the requirements of a recipient of the report. A
Fitch rating is an opinion as to the creditworthiness of a security. This apinion and reporis made by Fitch are based on
established criteria and methodologies that Fitch is continuously evaluating and updating. Therefore, ratings and reports
are the collective work product of Fitch and no individuai, or group of individuals, is solely responsible for a rating or &
report. The rafing does not address the risk of loss due fo risks other than credit risk, unless such risk is specifically
mentioned. Fitch is not engaged in the offer or sale of any securify. All Fifch reports have shared authorship. individuals
identified in a Fitch report were involved in, but are not solely responsible for, the opinions stated therein. The individuais
are named for contact puposes only. A report providing a Fich rating is neither a prospectus nor a subsfitute for the
information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the
securities, Ratings may be changed or withdrawn at any time for any reason in the sole discretion of Fitch. Fitch does not
provide investment advice of any sort. Ratings are not a recommendation to buy, sefl, or hold any security. Ratings do not
comment on the adequacy of market price, the suitability of any security for a particular investor, or the tax-exempt nature
or faxabilty of payments made in respect to any security. Fitch receives fees from issuers, insurers, guarantors, other
obligors, and underwiters for rating securifies. Such fees generally vary from US$1,000 to US$750,000 (or the applicable
currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or
insured or guaranteed by a particutar insurer or guarantor, for a single annual fee. Such fees are expected to vary from
US$10,000 to US$1,500,000 (or the applicable currency equivalent). The assignment, publicafion, or dissemination of a
rating by Fitch shall not constitute a consent by Fiich to use its name as an expert in conneclion with any registration
statement filed under the United States securifies laws, the Financiai Services and Markets Act of 2000 of the United
Kingdom, or the securiies laws of any parficular jurisdiction. Due to the relative efficiency of electronic publishing and
distribution, Fitch research may be available to electronic subscribers up to three days eariier than to print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Lid holds an Australian financial senvices
license {AFS license no. 337123) which authorizes # o provide credit ratings to wholesale clients only. Credit ratings
information published by Fitch is not intended fo be used by persons who are retail dlients within the meaning of the
Corporations Act 2001.
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Qverview

|
|
|

» Atmos Energy Coxp.'s financlal performance remains robust, largely due to |
the timely recovery of invested capital,

* We are ralsing our long-term isgsuer credit rating and senior unsecured ’
debt rating on Atmos to 'A' from 'A-', reflecting our expectation that !
Atmos will maintain credit measures that support an intermediate |
financial risk profile, The outlook is stable. i

s The stable outlook reflects our expectation that Atmos will maintain its :
excellent business risk profile by concentrating on its utility |
businesses and intermediate financial risk profile by supporting its
balance sheet.

Rating Action

On May 13, 2016, S&P Global Ratings raised its Ilong-term corporate credit

rating on Atmos Energy Corp. to 'A' from 'A-'., The outlook is stable. We also
raised the short-term issuer credit and commercial paper ratings to 'A-1' from i
1A-2' and raised the gsenior unsecured debt rating to 'A' from 'A-*, »

Rationale ' |

The rating actions reflect the company's robust financial performance, which
is in line with an intermediate financial risk profile assessment. The
company's improved financial performance stems from Atmos' ability to recover
capital costs through various rate mechanisms and the extension of bonus
depreciation, which will continue to provide the company with robust deferred
tax benefite. The business risk profile remains excellent.

Atmog' regulated natural gas utility operations benefit from generally
constructive regqulatory frameworks in eight states, a relatively large and
diverge customer base, and low operating risk. These strengths are partially
offget by Atmos' unregulated retail gas supply operations, which we view as
having considerably higher business risk because they operate in highly
competitive environments with significant exposure to market forces. We expect
Atmos to maintain rigorous risk-management practices for its retadl
gas-marketing operations, including prompt hedging of all load commitments to
limit price exposure and short-term contracts that enable the company to
re-price or exit unfavorable transactions to minimize losses. We expect the

WWW.STANDARDANDPOORS.COM MAY 13, 2016 2
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unregulated business to contribute less than 5% of total operating income and
this contribution could decline over time as the regulated part of the company
continues to grow.

We assess Atmos’' financial risk profile using moderate financial ratio
benchmarks. Atmos' will continue to benefit from timely recovery of invested
capital, and produce credit measures that warginally support current ratings,
with funds from operations (FFO) to debt declining to 25% from 27% and debt to
EBITDA under 3.5x. Moreover, our base-case scenario anticipates that Atmos
will preserve its balanced capital structure over time at levels that are in
line with the regulatory approved capital structures of its operating
utilities, further supporting its overall credit profile.

Liquidity

Atmos' liquidity is adequate to cover its needs over the next 12 to 18 months.
We project the company's liquidity sources to exceed uses by 1.1x or more, the
minimum thresheld required for an adequate designation under our criteria, and
that the company will also meet our other requirements for such a designation.
Atmos' liguidity benefits from stable cash flow generation, ample availability
under the revolving credit facilities, and manageable debt maturities over the
next few years, The short-term rating on Atmos is 'A-1'.

Atmos has a $1.25 billion revolving credit facility, maturing in September
2020. The facility backstops the company'’s commercial paper program.
Principal liquidity sources:

¢ Revolving credit facility of $1.25 billion

s FFO of about $900 million to $1 billion annually

Principal liquidity uses: ,

e Debt maturities of about $500 million in 2016, including outstanding
commercial paper, and $250 million in 2017

s Maintenance capital spending of about $860 million in 2016

* Dividends of about $170 million to $190 million annually

QOutlook

The outlook is stable. Under our base-case scenario, we expect that Atmos will
continue to effectively manage regulatory risk resulting in FFO to debt that
declines to 25% from 27%, while debt to EBITDA consistently remains under 3.5x
over the next few years. At the same time, the stable cutlook anticipates that
the contribution of Atmos' nonutility operations to operating income will be
limited to an immaterial level.

Downside scenario

We could lower the ratings 1f the financial profile weakens due to Atmos'
inability to recover invested capital in a timely manner or due to the use of
incremental debt, such that FFO/debt consistently averages below 23% or if the
nonutility operations' contribution consistently grows to more than 5% of
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total operating income.

Upside scenario

We could raise the ratings by one notch if the company's financial performance
improveg, with FFO/debt that reliably exceeds 27%, with FFO benefiting from
the timely recovery of infrastructure investments and deferred tax benefitsg
that reduce the company's current taxes.

Ratings Score Snapshot

Coxporate Credit Rating: A/Stable/A-1

Business risk: Excellent

o Country xisk: Very low

o Industry risgk: Very low

+ Competitive position: Strong

Financial risk: Intermediate
» Cash flow/Leverage: Intermediate

Anchor: ‘a+!

Modifiers

Diversification/Portfolio effect: Neutral (no impact)
Capital structure: Neutral (no impact)

Financial policy: Neutral {(no impact)

Liguidity: Adequate (no impact)

Management and governance: Satisfactory (no impact)
Comparable rating analysis: Negative (-1 notch)

Stand-alone credit profile: ‘af

Related Criteria And Research

» Methodology And Assumptions: ILiquldity Descriptors For Global Corporate

Igsuers, Dec, 16, 2014

Key Credit Factors For The Regulated Utilities Industry, Nov. 19, 2013

Corporate Methodology, Nov. 19, 2013

Corporate Methodology: Ratios And Adjustments, Nov. 19, 2013

General Criteria: Methodology: Industry Rigk, Nov. 19, 2013

Group Rating Methodology, Nov, 19, 2013

‘General Criteria: Country Risk Assessment Methodology And Assumptions,

Nov. 19, 2013

s General Criteria: Methodology For Linking Short-Term And Long-Term
Ratings For Corporate, Insurance, And Sovereign Issuers, May 7, 2013

¢ Management And Governance Credit Factors For Corporate Entities And
Insurersg, Nov. 13, 2012

4 @ & o5 + »
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» Methodology: Business Rigk/Financial Risk Matrix Expanded, Sept. 18,
2012

¢ General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009

= 2008 Corporate Criteria: Rating Each Issue, April 15, 2008

Ratings List
Ratings Raised
To From
Atmos Energy Corp.
Corporate Credit Rating A/Stable/A-1 A-/Positive/A-2
Senior Unsecured A A-
Commercial Paper A-1 A-2

Certain terms used in this report, particularly certain adjectiveg used to
express our view on rating relevant factors, have specific meanings ascribed
te them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further
information. Complete ratings information is available to subscribers of
RatingsDirect at www.globalcreditportal.com and at www.spcapitaliqg.com. Al
ratings affected by this rating action can be found on the S&P Global Ratings
public website at www.sgtandardandpoors.com. Use the Ratings search box located
in the left column.
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Fitch Affirms Atmos Energy at ‘A-’; Outlook Stable

Fitch Ratings, New York, 13 September 2016: Fitch Ratings has affirmed the Long-Term |
Issuer Default Rating (IDR) of Atmos Fnergy Corporation (Atmos) at ‘A-" and senior _ |
unsecured debt rating at ‘A’. The Short-Term IDR and commercial paper (CP) rating have
been affirmed at ‘F2°. A complete list of rating actions follows at the end of this press release.

The Rating Outlook is Stable.

KEY RATING DRIVERS

Constructive Regulatory Environment

Atmos operates in constructive regulatory jurisdictions that allow the company to recover its
capex in a timely manner, reducing regulatory lag and adding stability to earnings and cash
flow. The local distribution company (I.DC) business benefits from the use of annual rate-
making, weather normalization, and purchased gas cost adjustments. Atmos’ Texas intrastate
pipeline system has an authorized return on equity of 11.8% and annual gas reliability
infrastructure program filings.

Solid Financial Metrics

Atmos’ financial metrics are solid and are likely to remain a supportive aspect of the
company’s credit quality. Through 2019, Fitch expects FFO fixed-charge coverage to average
6.5x-7.5x, FFO adjusted leverage to average 3.3x-3.6x, and adjusted debt/EBITDAR to
average 3.4x-3.7x.

Large, Geographically Diverse Operations |
The ratings are further supported by Atmos’ iarge and geographmally diverse regulated
operations with exposure to above-average service territories. More than 60% of operating
income is from operations in Texas, which continues to benefit from population and
employment growth. Atmos’ LDC utility business operates in eight states, although roughly
78% of its rate base is located in Texas, Louisiana, and Mississippi. The company’s regulated
Texas intrastate pipeline system and associated storage assets provide access from several
natural gas basins to three of the major Texas hubs.

Capex Growth and Timely Recovery

Capex is expected to total nearly $1.1 billion in the fiscal year ended Sept. 30, 2016, with
safety and reliability capex estimated to account for 80%—85% of the total. Fitch expects
system improvement programs to continue to drive growth and for total capex to average close
to $1.25 billion per year over the 2016-2019 period. Regulatory mechanisms allow for timely
recovery of capital spending, with greater than 90% of annual capex earning a return within six
months of test year-end (half of that with no lag) and only 4% subject to general rate case
filings resulting in more than a 12-month lag,

Declining Average Cost of Debt
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Fitch expects Atmos’ average cost of long-term debt, currently at 5.7%, to continue to decline
as higher-coupon notes mature and are replaced with lower-coupon notes. Atmos’ next long-
term debt maturity is in June 2017, when $250 million of 6.35% notes mature, followed in
March 2019 with $450 million of 8.5% notes. Atmos has forward-starting interest rate swaps
on the replacement of both notes, effectively fixing Treasury yields at 3.367% and 3.782%,
respectively. Excluding these relatively high-coupon notes, Atmos’ long-term cost of debt is
4.9%; coverage metrics should benefit accordingly.

Non-Regulated and Market-Sensitive Operations

Slightly offsetting these strengths are the company’s non-regulated operations, which include
gas supply management, marketing, and gathering and storage services that are mainly
conducted at the company’s Atmos Energy Holdings, Inc. (AEH) subsidiary. These operations
have a higher level of business risk than the company’s regulated gas distribution and pipeline
operations, in the form of greater earnings volatility and commodity exposure. AEH’s physical
hedges and few net open positions help mitigate these concerns. Over the past three fiscal years,
non-regulated operations have contributed an average of 7% of consolidated net income, while
requiring only a nominal amount of capex to support them.

KEY ASSUMPTIONS

Fitch’s key assumptions within the rating case for Atmos include:

--Regulated rate base CAGR of 9%-10% through 2019;

--EBITDAR CAGR of 8.5%-9% through 2019;

--0&M expense CAGR of 3% through 2019;

~-Capex increasing from nearly $1.1 billion in 2016 to nearly $1.4 billion in 2019;
--Normal weather;

~-No asset divestitures or acquisitions.

RATING SENSITIVITIES

Positive Rating Action: Near-term positive rating actions are unlikely. However, achieving
adjusted debt/EBITDAR leverage of less than 3.2x and FFO adjusted leverage of less than 3.5x
on a sustainable basis could lead to another positive rating action.

Negative Rating Action: A negative rating action could result from a sustained increase of
adjusted debt/EBITDAR leverage to greater than 3.7x and FFO adjusted leverage to greater
than 4.0x. A negative rating action could also result from an unexpected adverse regulatory
decision, expansion of non-regulated business activities, or failure to maintain the current
capital structure while pursuing a relatively elevated capex program.

LIQUIDITY

Fitch considers Atmos’ liquidity to be adequate. Atmos primarily meets its short-term liquidity
needs through the issuance of CP under a $1.25 billion CP program, which is supported by an
equal-sized revolving credit facility. The facility has an accordion feature that allows for an
increase in borrowing capacity to $1.5 billion. The five-year facility matures Sept. 25, 2020.
As of June 30, 2016, there was $670.5 million of CP ouistanding, leaving $579.5 million of
availability under the facility.
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In addition, Atmos maintains a $25 million facility that matures on April 1 each year and a $10
million facility that matures on Sept. 30 each year. These facilities are used primarily to issue
letters of credit.

AEH is a wholly owned subsidiary that houses Atmos’ nonregulated gas marketing operations.
AEH’s subsidiary, Atmos Energy Marketing, LL.C (AEM), has a committed $15 million credit
facility and an uncommitted $25 million credit facility. Both are 364-day bilateral facilities,
with the $15 million facility maturing on Sept. 30 each year and the $25 million facility
maturing on Dec. 31 each year. These facilities are used primarily to issue letters of credit.

There is also a $500 million intercompany facility, which primarily enables the regulated
operations to borrow directly from AEH, and indirectly from AEM, thus allowing for an
efficient use of internal cash to fund operations.

Atmos’ operations require modest cash on hand to fund their daily business needs. At June 30,
2016, the company had $66 million of unrestricted cash and cash equivalents.

Long-term debt maturities over the next five years are manageable, with $250 million of 6.35%
unsecured notes maturing in June 2017 and $450 million of 8.5% unsecured notes maturing in
December 2019, Atmos has a very long-dated maturity profile that is more conservative than
that of most other utilities.

FULL LIST OF RATING ACTIONS

Fitch has affirmed the following ratings; the Long-Term IDR has a Stable Rating Outlook: ‘

Atmos Energy Corporation
--Long-Term IDR at ‘A-";
--Senior unsecured debt at ‘A’;
--Short-Term IDR at ‘F2’;
~-Commercial Paper at ‘F2°.

Contact:

Primary Analyst
Kevin L. Beicke, CFA
Director
+1-212-908-0618
Fitch Ratings, Inc.

33 Whitehall Street
New York, NY 10004

Secondary Analyst
Shalini Mahajan, CFA
Managing Director
+1-212-908-0351
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Committee Chairperson
Steven Marks
Managing Director
+1-212-908-9161

Disclosure: There were no financial statement adjustments made that were material to the
rating rationale outlined above.

Additional information is available on www.fitchratings.com.
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Outlook Stable
Please see the ratings section at the end of this report

for more information. The ratings and outlook shown
reflect information as of the publication date.

Contacts

Jaire Chung 212-553-5123
Analyst
jairo.chung@moodys.com

Jim Hempstead 212-553-4318
Assaciate Managing

Director

james heampstead@moodys.com

Atmos Energy Corporation
Regulated local gas distribution company

Summary Rating Rationale

Atmos Energy Corporation's {Atmos) A2 rating is supported by its low risk natural gas
distribution {LDC) and pipeline operations in the regulatory jurisdictions that are generally
constructive. Atmos's rating factors in its good operating history, and a conservative
management approach. The rating also reflects the company's stable and consistent financial
profile and key credit metrics such as the cash flow from operations pre-working capital (CFO
pre-WC) to debt ranging around the mid-20%.

Exhibit 1
Historical CFO Pre-WC, Total Debt and CFO Pre-WC to Debt
b CFQ Pre WIC siiifotalDebt  ~--— CFO pre-WC / Debt
$4,000 ~ 35.0%
§3,487
$3,500 . 30.0%
$3,000 25.0%
$2,500
g 20.0%
% $2,000
- 15.0%
$1,500
$1,000 - 10.0%
$500 - S0%
[T - - 0.0%
1213172013 1213112014 121312015 9/30/206{L)
Source:
Credit Strengths

»  Diverse array of generally supportive regulatory jurisdictions
»  Low business risk natural gas utility and pipeline operations

»  Consistent financial performance with stable credit metrics

Credit Challenges

» lLarge capital expenditure program

Rating Outlook

Atmos’ stable rating outlook reflects its supportive regulatory environments, low risk
regulated activities that produce consistent financial performance and our expectation that
the company will maintain adequate liquidity resources. The outlook also incorporates our
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view that its credit metrics will be maintained around current levels, such as CFO pre-W<C to debt ranging around the mid-20%.

Factors that Could Lead to an Upgrade

»  Arating upgrade could be considered if the regulatory environments in which Atmos operates become more credit-supportive,
particularly in states where Atmos has had some less than favorable regulatory outcomes. Also, a rating upgrade could be
considered if Atmos is able to further strengthen its financial profile and credit metrics, including CFO pre-WC to debt above high
20% range, on a sustained basis. '

Factors that Could Lead to a Downgrade

»  Arating downgrade could be considered if Atmos' regulatory jurisdictions become less credit supportive resulting in increased
regulatory lag or negatively affecting cost recavery. Its rating could also be downgraded if financial metrics deteriorate and remain
weak for the rating, such as CFO pre-WC to debt below 22% on a sustained basis. In addition, merger and acquisition activity or
other strategic activities that result in higher financial and business risks could also affect the rating negatively.

Key Indicators
Exhibit 2

KEY INDICATORS [1]
Atmos Energy Corporation

9/30/2012 9/30/2013 9/30/2014 9/30/2015 9/30/2016
CFO pre-WC + Interest / Interest 5.0x 6.0x 7.0% 7.9x 8.2x
CFO pre-WC/ Debt 22.1% 23.0% 28.8% 27 4% 25.1%
CFO pre-WC - Dividends / Debt 17.6% 18.8% 23.7% 22.3% 20.1%
Debt / Capitalization 45.5% 44.6% 39.4% 40.3% 40.9%

[1] All ratios are based on 'Adjusted” financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.
Source: Moody's Financial Metrics™

Detailed Rating Considerations
- Diversified generally supportive regulatory jurisdictions

Atmos has operations in eight states under a diverse array of generally credit supportive regulatory jurisdictions, where the company
has opportunities to recover its costs and earn reasonable returns on a timely basis. Approximately 70% of Atmos' asset base is located
in Texas, where we view the regulatory environment to be constructive. Texas has a regulatory framework, which supports and provides
incentives to invest in system reliability and safety while reducing recovery lag. Texas has advanced pipeline safety regulations that
exceed federal standards and benefits from a strong economy. The regulatory environment in Louisiana and Mississippi, where Atmos
has its two next largest operations, also have credit supportive regulatory frameworks.

Atmos rate increases and rate design improvements have successfully increased and stabilized regulated margins. Atmos has addressed
much of its regulatory lag through numerous and continual rate filings that have ted to regular rate adjustments, outside of base

rate cases, for relatively small amounts spread over its many jurisdictions. Formula and infrastructure mechanisms increase the
certainty of obtaining timely rate relief while reducing the company's exposure to an adverse rate decision. As a result, over 30% of the
company's annual capital spending begins to earn a return within 6 months, a credit positive. Because of the active use of formula and
infrastructure mechanisms, rate increase requests through general rate cases are minimal. In fiscal year ending 2016, Atmos completed
19 filings which resulted in annualized increase in operating income of $119 million. Atmos anticipates remaining consistent with this
amount of filings for 2017, with expected annualized increases between $90 million and $110 million.

- Low business risk natural gas utility and pipeline operations

2 14 Dacember 20316 Atmos Energy Corporation: Regulated local gas distribution company
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Atmos’ core business consists primarily of regulated low risk local distribution company (LDC) operations in eight states and a tariff-
based pipeline in Texas (mostly serving its affiliate Mid-Tex). Atmos benefits from having constructive rate making mechanisms, which
further reduce uncertainty and provide greater transparency. For example, Atmos utilizes weather normalization adjustments (WNA),
which mitigate the risks and costs the company may encounter due to weather that is above or below normal. This adjustment allows
Atmos to either increase or decrease customers' bills to offset the effect of gas usage due to abnormal weather. Another example
includes Atmos' Purchased Gas Adjustment mechanism {PGA), which allows the company to pass through purchased gas costs to its
customers, insulating the company from gas price fluctuation risks. Other mechanisms approved for Atmos include annual adjustment
mechanisms in half of their states (mainly its larger service territories) and infrastructure enhancement mechanisms in 7 out of the 8
states. These mechanisms result in greater transparency in cash flows and accelerated recovery of capital spending, all credit positive.

Gas marketing, which accounted for less than 5% of Atmos' net income, has historically been Atmos' riskiest business segment, as it

is exposed to commodity price, basis, counterparty, and other risks. in October 2016, Atmos announced an agreement to sell all of its
equity interest in Atmos Energy Marketing {(AEM, not rated) to a subsidiary company of CenterPoint Energy Inc. (CNP, Baal Stable) in a
$40 million all-cash deal. The net proceeds from the sale will be redeployed to fund infrastructure investment in regulated businesses.
Once completed, this sale will fully exit Atmos from the non-regulated marketing business. We view divestiture of the non-regulated
business as credit positive. The sale removes commodity exposure related to the gas marketing segment and allows Atmos to focus on
the regulated business going forward, given their sizeable capex program over the next three years. The transaction is expected to close
in the first quarter 2017.

- Large capital expenditure planned over the next 4 years

In fiscal 2016, Atmos invested $1.1 billion with approximately 83% of that spending related to system safety and reliability, which
included system integrity, pipeline integrity, system improvements, and expansion. With the robust capital expenditure in 2016, Atmos'
rate base is estimated around $6 billion. Regulatory pipeline gross profit increased in 2016 primarily due to an increase in revenue from
the Gas Reliability Infrastructure Program (GRIP) filings approved in fiscal 2015 and 2016. Also, the 2014 rate design change related to
the Rate Stabilization Clause {RSC) in Louisiana allows for deferred asset treatment on infrastructure spending, thus reduced associated
regulatory lag in a previously lagging regulatory environment.

In 2017, Atmos expects to invest between $1.1 billion and $1.25 billion in consolidated capex, $900 - $950 million of which will be
related to safety and reliability. The company plans to utilize a combination of its regulatory mechanisms to recaver costs associated
with an escalated capital expenditure program through 2020. Such mechanisms include the Gas Reliability infrastructure Program
{GRIP) and Rule 8.209 in Texas, and the Rate Stabilization Clause (RSC) in Louisiana, all which allow for timely recovery of capital
invested in infrastructure safety and reliability.

Atmos is expected to invest between $1 billion and $1.4 billion annually from 2017 through 2020. The company plans to fund this
large capex plan with a balance of internally generated cash flows, long-term debt and equity issuance to maintain their current capital
structure.

- Consistent financial performance with stable credit metrics

Qver the years, Atmos has been accruing sufficient rate increases to sustain a modest but steady improvement in its credit metrics.
During fiscal year 2016, Atmos completed 19 regulatory praceedings, resulting in increases of $81.8 million annual operating income
{5119 million including interim rate changes).

Atmos' cash flow from operations before working capital changes (CFO pre-WC) has been in the $780 - $850 million range in the last
three years. In the last twelve months {{ TM) ended 30 September 2076, it has generated CFO pre-WC of about $880 mitlion, up from
approximately $850 million in fiscal year 2015, resulting in CFO pre-WC to debt of 25%. Based on the robust capital investments with
shorter regulatory lag, we expect the company's CFO pre-WC to be in the range of around $900 million to $1 billion over the next few
years. The improvement in the CFO also includes the benefit from higher deferred income taxes. We expect Atmos to maintain key
credit metrics consistent with the mid A range under the Low Business Risk scale in our regulated utilities rating methodology grid.

For example, we expect CFO pre-WC to debt and CFO pre-WC minus dividends to debt to remain around the mid-20% and low-20%
range, respectively.

14 December 20616 Atmaos Energy Corporatien: Regutated lacal gas distribution company
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Liquidity Analysis
We expect Atmos to maintain a good liquidity profile aver the next 12 months.

As of 30 September 2016, Atmos had approximately $47.5 million of cash on hand. For the LTM ended 30 September 2016, Atmos
had capital spending of about $1.1 billion, primarily on reliability and safety, paid dividends of $175 million and reported cash from
operations of $795 mitlion,

On 5 October 2016, Atmos Energy amended its existing $1.25 billion revolving credit agreement to increase the committed loan

to $1.5 billion, expiring September 2021. The amended facility retains the $250 million accordion feature, which, if utilized, would
increase borrowing capacity to $1.75 billion. As of 30 September 2016, including outstanding letters of credit, Atmos had $829 million
of outstanding borrowings on the credit facility. The credit facility has a financial covenant stating that Atmos must maintain a total
debt to capitalization ratio under 70%. Atmaos was comfortably in compliance with the covenant at 30 September 2016, with a debt to
capitalization ratio of 50%.

Atmos Energy Marketing {AEM) maintains two 364-day bilateral credit facilities: a $25 million unsecured facility and a $15 million
revolving credit facility. Due to outstanding letters of credit, the total amount available under these bilateral credit facilities was $32.8
million at 30 September 2016. We note that both facilities will terminate with the completion of the sale.

Atmos' next significant debt maturity is $250 mitlion of senior unsecured notes due in 2017 and another $450 million maturing in
2019,

Corporate Profile

Atmos Energy Corporation (Atmos, A2 senior unsecured, Stable), headquartered in Dallas, Texas, is primarily a regulated natural
gas distribution and pipeline businesses, with a small non-regulated natural gas marketing businesses. Atmos serves over 3.1 million
customers with operations in eight states (Texas, Louisiana, Mississippi, Tennessee, Kansas, Colorado, Kentucky and Virginia}.

Atmos’ largest segment, its regulated natural gas local distribution company {(LDC), accounted for approximately 65% of consolidated
net income in 2016. The company's regulated pipeline and storage operations consists of approximately 5,400 miles of intra-

state pipeline in Texas. The Atmos Pipeline Texas (APT) division is one of the largest intra-state pipeline operations in the state

and transparts natural gas to Atmos' Mid-Tex Division and other third parties, as well as managing five natural gas reservoirs. APT
accounted for 30% of net income in 2016. Atmos' third segment, natural gas management, transmission, storage and other services,
only accounted for 5% of net income in 2016.

4 14 December 2016 Atmaos Energy Corporation: Regulated local gas distribution company
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Rating Methodology and Scorecard Factors

E£xhibit 3

Rating Factors
Atmos Energy Corporation :
Regulated Electric and Gas Utilities Industry Grid {1][2]

Curreat Moody's 12-18 Month Forward View
FY 9/30/2016 As of Date Published [3]
Factor 1: Regulatory Framework {25%) , L Measure . Score  Measure. - Score
a} Legislative and judicial Underpinnings of the Regulatory Framework A A A A
b} Consistency and Predictability of Regulation Aa Aa Aa Aa
Factor 2 : Ability to Recover Costs and Farn Returns (25%) . - ) o o o
a} Timeliness of Recovery of Operating and Capital Costs A A A A
b} sufficiency of Rates and Returns Baa Baa Baa Baa
Factor 3 : Diversification (10%) o o ) o S L
a) Market Position A ' A A A
b) Generation and Fuel Diversity N/A N/A N/A N/A
Factor 4 : Financial Strength (40%) = . S o C . L !
a) CFO pre-WC + Interest / Interest (3 Year Avg) 7.7x Aa 7.0x - 8.0x Aa
b) CFO pre-WC / Debt (3 Year Avg) 27.0% A 25% - 271% A |
¢) CFO pre-WC ~ Dividends / Debt (3 Year Avg) 21.9% A 20% - 23% A |
d) Debt / Capitalization (3 Year Avg) 40.2% A 38% - 40% Aa
Rating: ) ) . S o ) .
Grid-indicated Rating Before Notching Adjustment A2 Al
HoldCo Structural Subordination Notching 0 0 0 0
a) Indicated Rating from Grid ‘ A2 Al
b) Actual Rating Assigned A2 A2

[1] All ratios are based on "Adjusted' financial data and incorporate Moady's Global Standard Adjustments for Non-Financial Corporations.

21 As of 9/36/2016{L).

{31 This represents Moody's forward view; not the view of the issuer; and unless noted in the text, does not incorporate significant acquisitions and divestitures.
Source: Moody's Financial Metrics™

Ratings
Exhibit 4
Category Moody's Rating
ATMOS ENERGY CORPORATION
Qutlook Stable
Senior Unsecured A2

Source; Moody's Investors Service

5 14 December 20716 Atmos Energy Corporation: Regulated local gas distribution company
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Summary:

Atmos Energy Corp.

' Business Risk: EXCELLENT
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Vulnerable Exceflent
Financial Risks INTERMEDIATE  ~ /oo etssememam i i A/Stable/A-1
‘ O L
Highly leveraged Minimal oot
Anchor Modifiers Group/Gov't
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Summary: Atmos Energy Corp.

S&P Glpiaai Ratings' rating outlook on Atmos Energy Corp. is stable. Under our base-case scenario, we expect that
Atmos will continue to effectively manage regulatory risk resulting in funds from operations (FFO) to debt that
declines to 25% from 27%, while debt to EBITDA consistently remains under 3.5x over the next few years, The

“stable outlook also reflects our expectation that the company will continue to execute its low business risk

regulated utility strategy.

Downside scenario .
We could lower the ratings if the financial profile weakens due to Atmos’ inability to recover invested capital in a
timely manner or due to the use of incremental debt, such that FFO to debt consistently averages below 23%.

Upside scenario
We could raise the ratings by one notch if the company's financial performance improves, with FFO to debt that
reliably exceeds 30%, reflecting the timely recovery of infrastructure investments and deferred tax benefits that

reduce the company's current taxes,

Qur Base-Case Scenario

f"ASSllmptlons - = T']r{ie'y'Méti‘ibél .

s Gross margin growth of about 5% - 6% per year
driven by investment. recovery mechamsms used -
throughout Atmos' service temtory, g

° E]evated capital spending plan of about $1 bﬁhon to S .
$1.5 billion annually over the next few years; and A-Actual, E—Estimate. FFO—Funds from operations,

« Common dividends of about $200 ._mﬂlion annually. B -

‘20154 2017\512 2017E
FFO/debt (%) 277 2628 25-27
Debt/EBITDA {x) 3.1 30-35 3.0-35

Business Risk: Excellent

Our assessment of Atmos' business risk profile incorporates the company's regulated, low-operating-risk natural gas
transmission and distribution operations that benefit from generally constructive regulation across various
jurisdictions. Most jurisdictions, but not all, offer infrastructure riders, weather normalization clauses, formula rates,
and other features that allow Atmos to recover its costs with limited regulatory lag. Our assessment of business risk
also accounts for Atmos' large customer base of more than 3.2 million customers across eight states, although the

Texas operations represent about 70% of total operating income.

Atmos’ recent sale of its unregulated gas marketing business transformed the company into a fully regulated gas utility

which incrementally reduced business risk.

WWW.STANDARDANDPGORS,COM JANUARY 6, 2017 3
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Summary: Atmos Energy Corp.

Financial Risk: Intermediate

Under our base-case scenario, we expect that Atmos' financial risk profile will continue to benefit from timely recovery
of invested capital, with FFO to debt of 25%-27% and debt to EBITDA of about 3.0x through 2018, We anticipate that
Atmos will preserve its balanced capital structure over time at levels that are in line with the regulatory-approved
capital structures that are allowed throughout its jurisdictions, further supporting its overall credit profile,

‘We assess Atmos' financial risk profile as intermediate using the medial volatility financial ratio benchmarks.

Liquidity: Adequate

Atmos’ liguidity is adequate to cover its needs over the next 12 to 18 months, We project the company's liquidity
sources to exceed uses by 1,1x or more, the minimum threshold required for an adequate designation under our
criteria, and that the company will also meet our other requirements for such a designation. Atmos' liquidity benefits
from stable cash flow generation, ample availability under the revolving credit facilities, and manageable debt

maturities over the next few years. The short-term rating on Atmos is 'A-1",

Atmos has a $1.5 billion revolving credit facility, maturing in September 2020. The facility backstops the company's

commercial paper program,

Prmc1pai I.lqul(hty Sources o = Prmclpa§ L:qu:dlty Uses,

e Cashon hand of about § 100 million * Debt maturities of about $1.1 bllhon in 2017 ;

* Revolving credit facility ¢ of $1.25 billion; and : mcludmg outstanding commercial paper;

* FFO of about $1 bﬂhon in 2017. o e Maintenance capital spending of about $80{) 1nillion
T in 2017 and

e Dividends of about $200 million annuaily

Other Credit Considerations

‘We assess the comparable ratings analysis modifier as negative, resulting in a one-notch negative adjustment to the
rating, which captures FFO to debt that trends toward the lower end of the intermediate category.

Group Influence

Atmos is subject to our group rating methodology criteria. We view Atmos as the parent that is also the driver of the
group credit profile. As a result, Atmos' group and stand-alone credit profiles are the same at ‘a’, leading to an issuer

credit rating of 'A".

WWW,STANDARDANDPOORS.COM JANUARY 6, 2017 4
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Sunmary: Atmos Energy Corp.

Ratings Score Snapshot

Corporate Credit Rating
A/Stable/A-1
Business risk: Excellent

e Country risk: Very low

e Industry risk: Very low

o Competitive position: Strong
Financial risk: Intermediate

o Cash flow/Leverage: Intermediate
Anchor: a+

Modifiers
» Diversification/Portfolio effect: Neutral (no impact)
e (Capital structure: Neutral (no impact)
e Financial policy: Neutral {no impact)
o Liquidity: Adequate (no impact)
s Management and governance: Satisfactory {no impact)

o Comparable rating analysis: Negative (-1 notch)

Stand-alone credit profile : a

s Group credit profile: a

Issue Ratings

We rate Atmos’ senior unsecured debt obligations at the same level as our issuer credit rating on the company given

the absence of more senior obligations in its capital structure.

We rate Atmos' commercial paper program 'A-1', reflecting the issuer credit rating and our assessment of its liquidity

" as adequate.

Related Criteria And Research

Related Criteria

» Methodology And Assumptions; Liquidity Descriptors For Global Corporate Issuers, Dec. 16, 2014
Key Credit Factors For The Regulated Utilities Industry, Nov. 18, 2013

Corporate Methodology, Nov. 19, 2013

s Corporate Methodology: Ratios And Adjustments, Nov. 19, 2013

General Criteria: Methodology: Industry Risk, Nov. 19, 2013
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Summary: Atmos Energy Corp.

* Group Rating Methodology, Nov. 19, 2013

s General Criteria; Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013
s General Criteria: Methodology For Linking Short-Term And Long-Term Ratings For Corporate, Insurance, And

Sovereign Issuers, May 7, 2013
o Management And Governance Credit Factors For Corporate Entities And Insurers, Nov. 13, 2012

o General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009

* 2008 Corporate Criteria: Rating Each Issue, April 15, 2008

_ Business And Financial Risk Matrix

Financial Risk Profile
Business Risk Profile Minimal Modest Intermediate Significant Aggressive Highly leveraged
E’-‘-‘?‘?gﬁl“f o aaa/aat aa -*l""/ a a- bbb bbb-/bb+
Strong o aa/aa- at/a a-/bbb+ bbb b+ bb
Satisfactory ', a/a- bbb+ blbb/bbb- bbb-/bb+ bb b+
Far 0 bibh/bbb- btib- bb+ bb bb- b
Weak bb+ bhb+ bb bh- bt b/b-
Vuierable bb- bb- bh-/b+ b b b
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Overview

e We expect Atmos Energy Corp. to maintain its strategic focus on low-risk
regulated utility operations, as indicated by its earlier sale of its
energy marketing business and its robust utility-focused capital
expenditure program.

s We are affirming our ratings on Atmos Energy Corp., including the 'A?
igsuer credit rating, and the 'A-1' short-term rating. The outlook
remains stable.

e Based on our assessment of a modest improvement in Atmos' business risk
profile, we are lowering our upgrade threshold to funds from operations
(FFO) to debt that's consistently above 28% {(our previous upgrade
threshold was 30%) and revising our downgrade threshold to FFO to debt
that's consistently below 21% (our previous downgrade threshold was 23%).

¢ The stable rating outlock reflects our expectation that Atmos will
continue to effectively manage regulatory risks, focus utility
operations, and maintain FFO to debt in the 25%-27% range.

Rating Action

On Sept. 19, 2017, S&P Global Ratings affirmed its ratings on Atmos Energy
Corp, including the 'A' issuer credit rating (ICR), 'A-1' short-term rating,
and 'A' rating on the company's senior unsecured debt. The outlook is stable.

Rationale

Our view of Atmos' business risk profile incorporates the company's fully
regulated, low-operating-risk natural gas transmission and distribution
operations that benefit from generally constructive regulation across various
jurisdictions. After the recent sale of its unregulated gas marketing '
business, the company is strategically focusing on its lower-risk regulated
operations. The company has shown its ability to recover costs with limited
regulatory lag through the use of infrastructure riders, weather normalization
clauses, formula rates, and other regulatory mechanisms. Our assessment of
Atmos' business risk also accounts for the company's large customer base of
about 3.2 million customers across eight states, although the Texas operations
represent over half of total operating income.

We assess Atmos' financial risk profile using more moderate benchmarks than
thoge we use for the average corporate igssuer. Thisg reflects Atmos' fully
regulated lower-risk utility operations, as well as it its effective
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management of regulatory risk.

Under our base-case scenario, we expect that Atmos' financial measures will i
consistently reflect the lower end of the range for the company's financial !
risk profile category. Atmos' financial risk profile will continue to benefit
from timely recovery of invested capital, with FFO to debt of 25%-27% and debt [
to EBITDA of about 3.0x-3.5x through 2019. We anticipate that Atmos will
preserve its balanced capital structure over time at levels that are in line
with the regulatory-approved capital structure, further supporting its overall |
credit profile. We assess the comparable ratings analysis modifier as g
negative, resulting in a one-notch negative adjustment to the rating, which
captures FFO to debt that we expect will trend toward the lower end of the
range for the cowpany's financial risk profile category.

Liquidity

Atmog' liquidity is adequate to cover its needs over the next 12 months. We
project the company's ligquidity sources to exceed its uses by 1.1x or more,
the minimum threshold required for a designation of adequate under our
criteria, and that the company will also meet our other requirements for such
a designation. Atmos' liguidity benefits from stable cash flow generation,
ample availability under its revolving credit facilities, and manageable debt
maturities over the next few years.

Atmos has a $1.5 billion revolving credit facility, wmaturing in September
2021. The facility backstops the company's commercial paper program.

Principal liquidity sources:

e Available revolving credit facility of $1.5 billion;
o Cagh FFO of about $1 billion; and

o Minimal casgh balance of $50 million assumed.

Principal liguidity uses:

¢ Debt maturities of about $500 million, including outstanding commercial
paper;

e Capital spending of about $1.3 billion; and

¢ Dividends of about $200 million.

Qutlook

S&P Global Ratings' outlook on Atmog Energy Corp. is stable. Under our
base-case gcenario, we expect that Atmos will continue to effectively manage
regulatory risk resulting in FFO to debt of approximately 25%-27%. The stable
outlook also reflects our expectation that the company will continue to
execute on its regulated utility-focused growth strategy.

Downside scenario

We could lower the ratings if the financial measures weaken due to Atmos'
inability to recover invested capital in a timely manner or due to the use of
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incremental debt, such that FFO to debt is consistently below 21%.

Upside scenario

We could raise the ratings by one notch if the company's financial weasures
improve, reflecting FFO to debt that consistently exceeds 28%. This could
occur if the company improves its ability to recover its infrastructure
investments in a timely manner, further reducing its regulatory lag.

Ratings Score Snapshot

Corporate Credit Rating: A/Stable/A-1

Business risk: Excellent
e Country risk: Very low
¢ Industry risk: Very low
s Competitive position: Strong

Financial risk: Intermediate
e Cash flow/leverage: Intermediate

Anchor: ‘a+!

Modifiers

e Divergification/Portfolioc effect: Neutral (no impact)
e Capital structure: Neutral (no impact)

e Financial Policy: Neutral (no impact)

s Liguidity: Adequate (no impact)

s Management and governance: Satisfactory (no impact)

s Comparable rating analysis: Negative {-1 notch)

Stand-alone credit profile: 'a
s Group credit profile: 'a‘

Related Criteria

s Criteria - Corporates - General: Advance Notice Of Proposed Criteria
Change: Reflecting Subordination Risk In The Issue Ratings Of Corporate
Issuers, May 2, 2017 .

s General Criteria: Methodology For Linking Long-Term And Short-Term Ratings
, Bpril 7, 2017

s Criteria - Corporates - General: Methodology And Assumptions: Liguidity
Descriptors For Global Corporate Issuers, Dec. 16, 2014

e General Criteria: Group Rating Methodology, Nov. 19, 2013

e Criteria - Corporates - Utilities: Key Credit Factors For The Regulated
Utilities Industry, Nov. 19, 2013

o Criteria - Corporates - General: Corporate Methodology: Ratios And
Adjustments, Nov. 19, 2013

o Criteria - Corporates - General: Corporate Methodology, Nov. 19, 2013
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